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Course Description

This QAD Work Order Costing course offers detailed instruction on how work orders are costed in
work in process and as they are closed. Details of material, labor, burden, overhead, and
subcontract costs, how they are computed, when they are calculated and how they are reported.

This guide may be taught individually or as a part of the Product Costing & Cost Management
course set.

Course Objectives

Provides the details necessary to track and explain costs and variances in a work order
environment. Includes details on subcontract manufacturing in a work order environment.
Course Benefits

Provides the opportunity for personnel responsible for developing costs and explaining variances
in a work order environment to understand how the system works.

Audience

Finance and operations personal who develop product costs and explain variances in a work order
environment.

Prerequisites

Introduction to Costing, Product Costing, and Familiarity with the .NetUI

Course Credit & Scheduling

This course is valid for 6 credit hours. This course is typically taught in 1 day.

Virtual Environment Information

The hands-on exercises in this book should be used with the Enterprise Edition 2011.1 r01 -
Training environment, in the 10USA > 10USACO workspace.

QAD Web Resources

From QAD’s main site, you can access QAD’s Learning or Support sites.
http://www.gad.com/

MQAD
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Work Order Topics

Work Order Topics

Introduction

Work Order life
Cycle

Work Order Cost |
Report

Information
Sources

M QAD

This chapter on work order transactions and costing begins with an introductory overview, which
is followed by a discussion of the Work Order Maintenance (16.1) screen and stages of the work
order life cycle - component issues, labor reporting, work order receipt, and work order accounting

close. The chapter concludes with a detailed review of the Work Order Cost Report (16.3.4) and a
list of information sources.

MQAD
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Introduction

Work Orders/SFC Life Cycle

Create WO Relecse WO
Flanned Order Bel. (23.10] or = W Release/Frint (14.4] or
WO Maintenance (14.1] Multiple WO el /Frint (14.7)

lssue Components
WO Cormponent lssue (14.10],
or'Wo Rec Backflush (14.12]

A L4
Feportlabor (opf] Subcontracting (opt]
Labor Feedback Routing Maintenance (14.13.7)
(1771, (17.2), 0r (17.3] PO Maintenance (5.7)

L 1
v

Operafion Complete (opf]
Cipergfion Complete (17.45]

v

Feceiwe WO
Wi Receipt (16.11] ar
WO Rec Backflush (14.12)

v

WO Accounting Close
WO Accounting Close {16.21)
WP Mat'l Cost Revalue (14.22)

First, we will look at work-order based manufacturing. As you can see, there are many functions
that affect cost.

Work order activities mainly concentrate on the material aspect of manufacturing. Components are
issued, finished products are received, and rejects are recorded. When the entire process is
complete, an “accounting close” function issues floor stock, clears out any remaining WIP
balance, and calculates variances.

Shop Floor Control (16.20.24) functions record the movement of a work order as it goes from one
operation to the next, and report the labor time spent on each operation. Both labor and burden
costs are recorded and rate variances are calculated.

Use of Shop Floor Control is optional. If not used, then labor and burden will be applied/absorbed
at standard rates when the work order is accounting closed. Work Order Accounting Close (16.21).

GL Transactions

All general ledger transactions are stored in the unposted transaction file until they are posted.
Unposted transactions can be reviewed using Unposted Transaction Inquiry (25.13.13).
Transactions created in modules other than GL can be reviewed and deleted using GL Transaction
Delete/Archive. The GL reference begins with IC.

MNQAD
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A complete audit trail of all inventory transactions is maintained in transaction history (tr_hist).
These can be reviewed using Transactions Detail Inquiry (3.21.1). Each transaction is identified by
a transaction number and a transaction type. Several transactions are created; 1SS-WO for the
issues, RCT-WO for the receipts, and RICT-WO for the scrap.

MQAD
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Work Order Topics

Introduction

* WO Maintenance Screen

Work Order Life
Cycle * Component lssues

 WIP Material Cost
Revaluation

Work Order Cost | * Floor Stock

Report s |ntersite Transfers/Multi-
site Component lssues

* |abor Reporting
Information

* Work Order Receipts
Sources

e Non-Std Work Orders

* WO Accounting Close
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Work Order Maintenance Screen

Work Order Maintenance

| Work Order Maimenance X

® GoTo = | Adions | LIl Copy = () Print | Preview = Aftach
Work Order 1001 () ID:2287250 (%) hemMumberS0010 ») St 10100
‘Work Drder; 1001 1D: Zza7es0
e Nureber: SO010 Hcoustie Tiandmeer
Tyee If an clternate BOM or
St 10700 routingisspecified that
is different than the
BOM or routing used o
Quantity Ordsred: 10d Oides Diater| /2872010
T = G calculate GL QosTs, then
Oly Fcted: a0 amethodvariance can
result
Wotk Deder Status:| F Sitec| 10100
Sales ok 2 Routing Code: |
Suppher 2 BOM Formula Code Defaults from WO
Aeldpiice] T Accounting Control
7
[36.9.11)
Remarks:
Comments: Past variances at SFC ¥ |.4— |
Defaults from Routing
Maintenance (14.13.1)

Work orders specify:
« Item, quantity, and due date
« GL accounts for WIP, material, subcontract, floor stock and method variance
- BOM and routing code
- Status

These can be changed, including changing the BOM and routing code to any valid alternate. These
are copied to the work order when it is exploded or released.

Note Accounting controls may make it difficult or impossible to change account codes.

Status. The work order status may be [P]lanned, [F]irm Planned, [B]atch, [E]xploded,
[A]llocated, [C]losed, or [R]eleased. Only released work orders can be processed for material
issues, receipts, and labor in the work order and shop floor modules.

Yield. Yield is the item default yield and may be changed manually. If changed, there is no
automatic change to rolled up component requirements or cost. For manually entered work orders,
MRP will use the revised yield percentage to compute a “scrap requirement” and critique the
material plan accordingly. Planned work orders generated by MRP have their order quantities
inflated to allow for the yield percentage.

Note Changing this yield will result in Method Variance.

MQAD
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BOM and Routing. These will default from the Item (Site) Planning data menu, 1.4, and
generally reflect the BOM and routing codes used to cost the item. Approved alternates can be
added if the status is [E]xploded, [A]llocated, or [R]eleased.

Post Variances at SFC. This flag defaults from the Work Order Account Control (56.9.11),
setting, but may be changed manually for each work order in Work Order Maintenance (16.1).

o If this is set to Yes, QAD Enterprise Applications will calculate labor rate and usage variances
upon labor input and create GL transactions

 If setto No, QAD Enterprise Applications will calculate variances but not move them until a
receipt is processed. This modulates the variances when operations span more than one shift or
day or employee.

Project. If a project code is entered, this code will be added to each GL transaction processed
for this order.

Accounts. These are the default accounts and may be changed for this work order.

MNQAD
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Component Issues

Component Issues: Three Methods

Work Order Component lssue X

® GoTo " Actions * | .| Copy ™| 0= Print % Preview | ¥ Attach
‘Work Cirder 1000 0 IDZ2BTAS ) IheenS00T1 o) Demb

Work Ordes: 1000 0 2267245 Op 1] Ebfective: /292010
Iheen Number: 50010

Work Order Receipt Backflush * |
Apcustic Tiandsuce .

o W GoTo = betiong = Copy = & Print & Preview & Attach
ocument
‘Work Order 1000 ¥ ID:2287245 ) Sie10-100
Wtk Dader: 1000 ID: Z28T25 Effective Dste: 3/29/2000
It Mot
N Mumber. 50010
S ‘Work Order Operation Backfu_
o012 Acoustc: Trandsuces
® GoTo * | Adions = Copy *| 5 Print 5 Freview | & Avach
Wk Chdlar 1000 &) (0228725 ) Emplopes
Remaks
‘wierk Drdes. 1000 1D, 227245 Wieek Oircler Status: R
Open Quarkly, ¥
Ttem Number, 50010 Acoutic Trandsucer
Theen Number, 50011 Baich:
e Operation: o ASSEMEBLE ULTRASOUND Op Statuz:
Dre Ubrascmd A
escrphon: Uik ey Duantity: Dot
Quantiy: 1000 UM EA 5
Subthe | Cor Conversion 10000
Documant
Scmeped 0% 0000 Eycive Dol W2/2010 + Shat Opession Canpite:
UM:(EA K E
L Corpriicl 10000 Praviows Dps Complete:
Oty Completed 1000 LUM:| EA - Core 1.0000 Mowe Ned Ope
Work Corter, 1000 4
Machine | Genseal Aszenbly
Department: (400 49| Agzembly
Froject: | )
Costment:

Component materials can be issued in one of three ways:

Work Order Component Issue (16.10)

Most work orders list their required components. When materials are issued from stockroom
to manufacturing, a Work Order Component Issue (16.10), records this - decreasing inventory
costs and quantities and increasing work in process (WIP).

Work Order Receipt Backflush (16.12)

Automatically issues components based on the number of finished items received and the
standard quantity required. Additional items can be issued or quantities can be changed
manually. Standard costs are used.

Work Order Operation Backflush (16.19)

Use Work Order Operation Backflush to report production activity on manufacturing work
orders. This program combines issuing, reporting, and receipt features found in other
programs: The issuing functions of Work Order Component Issue; The labor reporting
functions of the three labor feedback programs in Shop Floor Control: Labor Feedback by
Work Order, Employee, and Work Center; And the receipt functions of Work Order Receipt

MNQAD
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Each time you use this transaction to report production quantities, the system does one or more
of the following: Issues (backflushes) components to the operation at which you are reporting;
Backflushes labor and burden to the reporting operation; Moves the quantity processed to the
input queue of the subsequent operation, if Move Next Op is Yes in this program; Receives
completed end items into inventory when you report production at the final operation in the
routing and Move Next Op is Yes.

At this time, it also updates the quantity completed and reduces the quantity open on the
applicable work order.

MQAD
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Item Planning Maintenance * i

M GoTo ™« Actions 7| | Copy ~ (=0 Print A Preview & Aftach

Itemn: 30033 (i_'r:: Item Mumber: 30033 Qv) Supplher:
Itern Mumber: 50053 Description: E dable Contai

Unit of Measure: EA

Item Planning D ata

Mstr Sched: Buyer/Planner. 2-02 = Phantom:
Flan Orders: ¥ Supplier: p e] Minimum Order: 1]
Time Fence: i} PO Site: d -('_ M aximum Order: D
MRP Required: Purchase/Manufacture:| P - DOrder Multiple: D
Order Palicy: F‘D_Q_ Configuiation Type: pe Op Based Yield:
Order Gty ] Inspect ‘Yield Percent 1DD_.DD°/° |
Batch Oty: 10 InsLT: iyel CumLT: 0 Run Time: D.UDD_
Order Periad: rpe] MfgLT: ipel PwLT: 5, Setup Time: 0.000
Safety Stack: ) 10 EMT Type:| NOM-EMT ‘--"
Safety Time: i} ATP Enforcement. MOME ,o--' Auto EMT Processing:
Rearder Point: D_ Family ATP- Metwark Code: e]
Item Rev: w7 ATP Horizor: 0| Routing Code: D

Issue Palicy:] RunSeq1: - BOM /Formula:
2 -

Floor Stock using Item Planning Maintenance (1.4.7)

Floor stock components (Issue Policy = No in Item Master Maintenance (1.4.1), Item Planning
Maintenance (1.4.7), or Item Site Planning Maintenance(1.4.17)), which are issued to the floor
in bulk rather than for individual orders, appear on the Work Order Component Issue screen
with Quantity Required as zero. These items should not be issued here, but from stock using
Issues Unplanned (3.7). Floor stock costs are charged to the work order during the Work Order
Accounting Close (16.21), prior to calculating variances.

Issue Policy = No should only be used for very inexpensive items that are hard to control such
as small screws and washers. With backflush capability even these items can be accounted for
at standard directly to the work order.

MNQAD



14  Training Guide — Work Order Costing

Work Order Issue - Transactions Detail

L] L]
WO Issue - Transactions Detail
n Transactions Detail Inquiry 09/29/1,
QAD
Example
Transaction: 27973 Display E-Signature Dtla‘tax'ls‘. Yes Output: PAGE
E-Signature Details i
Catagery ntran - A guantity of 800 of an
This data 15 currently unsigne i i
= = = o4 End of e-signature details item with a GL cost of 0.13
i : Srdden: 1005 2a87aa% per unitis issued
Revision: 0
DEte: U9/ 29710 Item MWumber: 60012
Time: 14:13 Description: Electrodes
Effective Date: 09/29/10 Unit of Measure: EA
Remarks ; Address:
User ID: gmi Hame :
Program: wowolis.p S0/Job:
Currency: UsD Ship Type:
Oty Change: -600.0 Price: 0.13
Shipper Number: IMC:
ship Date:
i Inventory Data
Site; 10-100 =
Location: 020 Quantity Change: -600.0
Lot/Serial: 123 Tty Short: U.
. In}l“_ Status: Y-Y-Y Beqan Lg; Bal: Dégo -
upplier Lot: Loc gt ange: -G00.
Grade/Assay : Exprre Date: |SS - WO
Reference: Batch:
paterial s .13 Cost Data sverheas 0.0 DR 1550 {WIP) /8.00
aterial: O. werhead: 0.
Lalgor‘: 0.00 Subcorrtra:;;: Qg @Ty lssued x GL Total Cost
Burden: 0.00 Cost Total: Q13
S00x0.13=7800
ISS-W0
Debit Acct: 1550 Mech
Cr Account: 1500 Mech CR 1500 I:|ﬁ\feﬁTOI’y) 78,00
Amount: 78.00 F Reference ID: IC100523000002
5L Reference: 2010,/WOISS000000016

When materials are issued by Work Order Issue (16.10), or Work Order Receipt Backflush (16.12),
a general ledger transaction is created to record the issue.

The most common situation is when materials are issued from the same site as the work order,
creating a GL transaction as follows.
« Component materials are issued from inventory at their total GL cost

Credits Inventory account defined in Inventory Account Maintenance (1.2.13), for the
product line, issue site, and issue location if a record exists; otherwise uses Product Line
Maintenance (1.2.1)

- This entire amount is now considered part of Work in Process
Debits WIP account from the work order

« |If the cost of the components issued does not match the frozen cost in the work order bill
(Work Order Bill Maintenance (16.13.1)), a material rate variance results. This compares the
total GL cost of the item issued (it may be a substitute) to the frozen cost. The difference is
removed from WIP (credit WIP) and booked as a material rate variance (debit Material Rate
Variance). (See Material Rate Variance.)

The frozen cost is created when the work order is Exploded, Allocated, or Released; a
WIP Revalue updates the frozen standard cost

Floor Stock and Unplanned Issues will not create material rate variances

MQAD
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Note The general ledger transaction created by a work order component issue is easily traced. Its
type is IC, indicating that it is generated by an inventory transaction and its description indicates
that it was a work order issue, ISS-WO, and identifies the work order number.

MNQAD
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Work Order Bill of Material

‘work Order Bill Maintenance *
W GoTo ™ « Actions »| . Copy ~| & Prit & Preview | # Atach
Item 50010 (™) ‘Work Drder:1000 (¢ 1D:2287245
‘Wwork Drder. 1000 ID: 2287245
Itern Number. 50010 Acoustic Trandsuces
Status; RELEASED
Companent lter: 50011 Ukrasound Aray
Operation 1m0
Qty Required 100.0 Oty Per Unit 10
Quaantity Allocated 100.0 Uniit Cost B0,83006
Quantity Picked 10.000000000
Detail Allocations:
Quantity lzsued oo
Site:| 10100
Location:| 020
Key ltem
Izsue Dater | 3/29/2010 -
Delivet Tar -

Work Order Bill of Material

Work order bills list components required for a work order. The standard bill for the item-site is
used initially, but can be changed manually. Work order bills control component picking and
issuing, and provide standards against which variances are calculated.

Work order explosion or release generates a bill automatically. These Bills can be modified using
Work Order Bill Maintenance 16.13.1. As the work order moves through manufacturing, the work
order bill tracks the status of each item number, indicating whether it is allocated, printed on a
picklist, or issued. Quantity issued is used to calculate work order cost.

Each item number is listed with the quantity required and the issue site. Quantity required is
calculated by multiplying the quantity per unit on the bill by the work order quantity, then
adjusting for scrap percentage. Site defaults to the work order site.

When using standard costing, material rate and usage variances are calculated based on the
standards in work order bill.

Material Rate Variance. Calculated when material is issued to the work order, this is the difference
between the standard item cost and the cost in the work order bill, each multiplied by the quantity
issued. Variances result from issuing items from another site where they have a different cost,
issuing a substitute, or from changing standard costs without running the WIP Material Cost
Revaluation to reflect new standards in existing bills.

MQAD
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Material Usage Variance. Calculated by the Work Order Accounting Close. The system determines
Earned Quantity, which is the expected component quantities from the work order bill to make the
quantity reported complete or scrapped. Earned quantity is compared to actual issues (at item
standard cost). Any difference is posted as a variance.

MNQAD
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Material Rate Variance

Material Rate Variance

Manufacturing-Related Variances

Variance When Cadlculated Cause

Material Rate WO Component ssue, 1610 Difference between component
WO Receint Backflush, 1612 cosfsissued to the WO {actual) and
WO Operation Backflush, (é%?porwem eSS B
Formulag (WO BOM Unit Cost OT’ISSL]S'—] %L Unit Cost) x Acfuai Qfy
lssued

Material Rate Variance is calculated as the difference between the GL cost of an item at the time it
is issued to a work order and the frozen cost of the item in the work order bill. This variance is
calculated when material is issued to a work order by Work Order Component Issue (16.10), Work
Order Receipt Backflush (16.12), or Work Order Operation Backflush (16.19)

This variance is calculated as:
(WO BOM Unit Cost at Issue - GL Unit Cost) x Actual Qty Issued

The material usage variance is calculated at work order accounting close and is dealt with later in
the course.

MQAD
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Issue Components - GL Effect

Issue Components - Gl Effect

Component Issue from WO site GL Trans Type
DR WIP IC
CR Inventory
+ DR Material Rate Variance IC
CRWIP

* Positive amounts = unfavorable variance;
Negative amounts = favorable variance

MNQAD
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Exercise 1: Review Accounting Records

1 Review the Domain/Account Control 36.9.24. You should be in Entity 10USACO, If not
check the workspace you are in, it should be 10USA USA Division [USD], the currency code
in brackets is the currency for this entity. Use the next button to cycle through all the screens to
insure that all account fields have a value in them. Not all sub-account or cost center fields will
have values. You may wish to uncheck the Verify GL Accounts selection.

2 Review the Inventory Accounting Control 36.9.2. (In QAD SE this is in the Inventory Control
3.24) Set the Current Cost field to LAST. This allows the system to update current costs
automatically based on the last purchase cost or work order cost and insures the system will
generate variances when these costs differ from the GL or Standard cost. The use of average
costing is covered in another course.

Inventary Accounting Control ‘

# GoTo ~ Actions = L Copy ™ @ Frint 4 Preview
Transfer Clearing Acct 1670

Accounting

Current Cost (AVG/LAST/NONE):| LAST Sumrmarized Journal:
Sum LL Costs Into Matl Cost: Journal Reference Method: 0
Current Cost from AP
Create GL Transactions: ¥

Transter Clearing Acct:| 1670 A Mech e | e

3 Review the Work Order Control 16.24, uncheck work order and routing comments. Check
Move First operation, this will automatically move a released work order to the first operation.

Wark Order Contral

# GoTo - dctions ~ L Copy = @,,J Print % Prewview

Auka w0 Mumbers:
Mext w0 Mbr: 1000

Whork Order Comments:

Routing Comments:

Mowe First Dperation: &

MQAD
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4 Review the Work Order Accounting Control 36.9.11, verify that the Post Variances at SFC
(Shop Floor Control) is checked (Yes). This will post variances (if any) at the time shop floor
transactions are done. If unchecked, variances are not posted until Work Order Accounting

Close.

Work Order Accounting Contral

o GoTo - Actions = | Copy ™ L%,J Frint & Preview

[ty Complete Mthd:| SUM SUmMARIZE

MNQAD
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Exercise 2: Setup for Work Order Activity

1 Review the Product Structure of the 01020, Implantable Ultrasound. Use 13.6

n Product Structure Inquiry 09,30
QAD

Parent Item/B0OM Code: QL1020 Implantable Ultrasound En

As OF: 0930710 Lewels: Few:

PCO Mumber: I0: Domain: Output: PAGE
Lewel Component Item Description Quantity Per UM Ph T Iss
Parent 01020 Implantable Ultrasound EA
1 S0010 Acoustic Trandsucer 1.0 EA
.2 50011 UTtrasound Array 1.0 EA

.3 GO0 10 Pepared Layered Mat 233.42 G
..3 GO011 Oscillator Elements 4.0 EA
.2 GO0L2 Electrodes 1.0 EA
L2 a0012 Electrodes 1.0 EA
.2 GO0L2 Electrodes 1.0 E~
.2 60012 Electrodes 1.0 EA
L2 GO0L2 Electrodes 1.0 EA
L2 GO0L2 Electrodes 1.0 EA
1 G000 Probe Housing 1.0 E&

1 aO051 Microprocessor 1.0 EA
1 o093 Shipping Cartaon 1.0 EA

2 Review the Route for the 01020, Implantable Ultrasound. Use 14.13.3.

n Routing Inquiry 09/30/10
QAD
Fouting Code: Q1020 Implantable Ultrasound
Effectiwe: 09,/30,/10 Output: PASE
Op work Center Machine Setup Fun Time Mowe  Yield®
10 1000 General Assembly-U1 1001 10.0 40,0 0.0 100,00%
ASSEMELE COMPOMENTS
20 1050 Product Test-Ultra 1001 4.0 40,0 0.0 100,00%
TEST FIWISHED UNIT
30 1060 Packaging -Ultra 1001 0.5 £.O 0.0 100.00%

PACE FOR SHIPPIMG

For these activities you will modify many elements of the data for these items. This will
provide a review of the cost setup and provide knowledge of the cost elements for this item.
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3 Modify the route for item 01020, use 14.13.1 to change the setup and run times as shown. The
setup time for operation 10 and 20 is 1 hour and no setup for operation 30. The run time for
operation 10 and 20 is 2 hours and for operation 30 1 hour.

n Routing Inquiry 09/30/10
QAD
Routing Code: 01020 Implantable Ultrasound
Effectiwe: 09,3010 Output: PAGE
Op Work Center Machine setup Fun Time Mowe  vield®
10 1000 General Assembly-UT1 1001 1.0 2.0 0.0 100.00%
ASSEMELE COMPOMENTS
20 1050 Product Test-Ultra 1001 1.0 2.0 0.0 100.00%
TEST FIMISHED UWIT
30 1060 Packaging -Ultra 1001 .0 1.0 0.0 100.00%
PACK FORE SHIPPIMG

4 Modify the Route for the 50010 as shown in this graphic. Make setup at Op 10 1 Hour and at
all others zero. Run time is 1 hour at operations 10 and 20. Operation 15 is a subcontract
operation, set its subcontract cost to 1.00 and uncheck the comments box.

n Routing Inquiry 09/30/10
QAD
Routing Code: 50010 Acoustic Trandsucer
Effectiwve: 09/30,/10 Output: PAGE
Op wWork Center Machine Setup Fun Time Mowe  ¥ield®
10 1000 General Assembly 1.0 1.0 0.0 100.00%
ASSEMELE ULTRASOUND
15 2270 Subcontract Supplie 0.0 0.0 0.0 100.00%
Subc Attach Elec/Plate
20 1040 Electical Test 0.0 1.0 0.0 100,00%
TEST ACOUSTIC TREAWMSDUCER

The 1.00 cost of operation 15 can be seen on the Routing Cost Report

n Routing Cost Report 09/30/10 1
QAD 10USA |
work Ctr Setup Time Setup cost setup Rate Lbr Bdn % Lbr Bdn Rate Lbr Burden Total
Machine Order Qty  Unit Run Labor Rate Labor Cost Mch per Op Mch Bdn Eate  Mch Burden Burden Subcontract

Fouting: 50010

Op: 10 ASSEMELE ULTRASCOUND
1000 1.0 5.00 5.00 10.00% 0.00 1.00
1.0 1.00 5.00 10.000 1 1.00 2.00 3.00 0.00
Op: 15 Subc Attach Elec/Plate
2270 0.0 .00 0.00 0. 00% 0.00 0.00
1.0 0.00 0,00 00.000 1 0.00 0,00 0,00 1.00
Op: 20 TEST ACOUSTIC TRANSDUCER
1040 0.0 0.00 5.00 10.00% 0.00 0,50
1.0 1.00 5.00 05.000 1 1.00 1.00 1.50 0,00

15.000 4,50 1.00

MNQAD



24 Training Guide — Work Order Costing

5 Modify the Route for the 50011 as shown in this graphic. Make setup at Op 10 1 Hour and the
yield 100%, setup at all other Ops is zero, run time is one hour at all operations

n Routing Inquiry 09/30/10
QAD
Routing Code: 50011 U trasound Array
Effectiwve: 093010 Output: PASE
Op wWork Center Machine Setup Fun Time Mowe Yield®
10 1030 Laser 1.0 1.0 0.0 100,00%
LASER FPREPARED LAYERED
20 1000 General Assembly 0.0 1.0 0.0 100.00%
ATTACH OSCILLATOR ELEM
30 1050 Product Test 0.0 1.0 0.0 100,00%
TEST ULTRASOUND ARREAY
40 1050 Product Test 0.0 1.0 0.0 100.00%
FIMAL INSPECTION W/TEST

6 Modify the This Level Material Cost data for purchased items. Use 1.4.9 and the exploded
product structure above. Use a short cut and enter the new material costs directly into the GL
Cost Data Set AND the Current Cost Data Set for site 10-100

Item Material Overhead
60010 1.00 1.00
60011 1.00

60012 1.00

60009 30.00

60051 300.00

90093 1.00

Only the 60010 gets an overhead cost.
7 Modify the Work Center Data as follows: Use 14.5

W.C. Mach Mach Bur  Labor Setup Lab Bur Rt Lab. Bur %
1000 1.00 5.00 5.00 0.00 10
1000 1001 1.00 25.00 25.00 0.00 10
1030 1.00 5.00 5.00 0.00 10
1040 1.00 5.00 5.00 0.00 10
1050 1.00 5.00 5.00 0.00 10
1050 1001 1.00 25.00 25.00 0.00 10
1060 1001 1.00 25.00 25.00 0.00 10
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8 Modify the Product Structure of the 50011 Ultrasound Array to call for 20 G of the 60010
Prepared Layer Mat

Itemz | Product Structure Codes I Product Structure haintenance
Search
Item Murmber * | |starts at - /'L-’lEJ - + Searg
Yiewing 1-100 of 178 Records per page: |100 - 4 4 @ 9
Item Mumber ~ Description = Deszcription UM BOM/Formula Code o Statuz  PurchasesMar
05002 Fills, 50 T ab EA ACTIVE L
05003 Fills, 100 T ab EA ACTIVE L
50001 Probe Unit - 10 khz EA ACTIVE M
50002 Probe Urit - 500 kH= EA ACTIVE M
50010 Acoushc Trandsucer EA ACTIVE M
13
4 111
Component Dezcriptian Unit of Measure  Reference  Quantity  Start Date End Date  Operation  BOM Code
= 50011 ltrazound Aray EA 1 20011
] E0010; Pepared Layered Mat G 20 10 60070 |
EO0T1 Oscillator Elements EA 4 20 60011

9 Many of the items are either serial or lot controlled. To simplify the activity delete either the S

or the L from the Lot/Serial field, use 1.4.5 for these items:

Item No. Lot/Serial is Make
01020 S Blank
50010 S Blank
50011 S Blank
60010 L Blank
60011 L Blank
60012 L Blank
60051 S Blank
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10 Run the Routing Cost Roll Up and the Product Structure Cost Roll Up for the entire data base
using the Standard - GL cost data set. Note the rollup defaults to current; you need to change it
to Standard. Then review the Product Structure Cost Report.

Site: 10-100  Cost Set: Standard
Lewel Component Item Quantity Per Q UM T Material Labar Burden Overhead Subcontract  Cost Total
Parent 01020
Implantable Ultrasound This Lewvel Q.00 175.00 24,50 Q.00 000 199.50
09/30,10 Lower Lewvel 361.00 40,00 12.00 20.00 1.00 434.00
Unit Total 361.00 215.00 36.50 20.00 1.00 633.50
1 50010 1.0 EA
Acoustic Trandsucer This Lewel 0.00 15.00 4,50 0.00 1.00 20.50
09/30,10 Lower Lewvel 30.00 25.00 7.50 20.00 0,00 82.50
umit Total 30.00 40,00 12.00 20.00 1.00 103.00
Ext Total 30.00 40.00 12.00 20.00 1.00 103.00
.2 50011 1.0 EA
Ultrasound Array This Lewvel 0.00 25.00 7.50 0.00 0.00 32.50
09,/30,10 Lower Lewvel 24.00 Q.00 Q.00 20.00 Q.00 44,00
Unit Total 24,00 25.00 7.50 20.00 0.00 76.50
Ext Total 24.00 25.00 7.50 20.00 0.00 76.50
.3 &0010 20.0 G
Pepared Layered Mat This Lewel 1.00 0,00 Q.00 1.00 Q.00 2.00
09/30/10 Lower Lewvel Q.00 0.00 0.00 0.00 0.00 .00
Unit Total 1.00 Q.00 O.00 1.00 O.00 2.00
Ext Total 20.00 Q.00 0,00 20.00 0,00 40.00
.3 a0011 4.0 EA
Oscillator Elements This Lewel 1.00 0.00 0.00 0.00 0.00 1.00
09,3010 Lower Lewvel 0,00 Q.00 0,00 .00 0,00 0.00
Unit Total 1.00 Q.00 0,00 .00 0,00 1.00
Ext Total 4,00 Q.00 Q.00 Q.00 Q.00 4,00
.2 &0012 6.0 EA
Electrodes This Lewel 1.00 .00 0.00 .00 0.00 1.00
09/30,10 Lower Level 0,00 Q.00 0,00 .00 0,00 0.00
Unit Total 1.00 0.00 0.00 0.00 0.00 1.00
Ext Total 6.00 0.00 0.00 0.00 0.00 6.00
1 &a0009 1.0 EA
Probe Housing This Lewel 30.00 0.0 0,00 0.0 0,00 30.00
09,30,10 Lower Lewvel Q.00 0.00 0.00 0.00 0.00 .00
Unit Total 30.00 0.00 0.00 .00 0.00 30.00
Ext Total 30.00 Q.00 0,00 .00 0,00 30.00
1 80051 1.0 EA
Micraprocessaor This Lewvel 300.00 0.00 0.00 Q.00 0.00 300.00
09,3010 Lower Level 0.00 Q.00 O.00 Q.00 O.00 0.00
Unit Total 300.00 Q.00 0,00 .00 0,00 300.00
Ext Total 300.00 Q.00 0,00 .00 0,00 300.00
1 90093 1.0 EA
Shipping Carton This Lewvel 1.00 0.00 0.00 0.00 0.00 1.00
09/30,10 Lower Lewvel 0,00 Q.00 0,00 .00 0,00 0.00
umit Total 1.00 Q.00 Q.00 Q.00 Q.00 1.00
Ext Total 1.00 0.00 0.00 0.00 0.00 1.00

By having setup the cost data with whole numbers it should be easier to see how the lower
level material, labor, burden, overhead, and subcontract costs roll up to the end item level.

To be clear, the two components of the 50011, the 60010 and 60011, (level 3) roll up to the
50011; the costs of the 50011 and the 60012 (level 2) roll up to the 01020 along with the other
levell items.

In the material column the This Level cost is multiplied by the Quantity Per to get the
Extended Total at each level. This is the cost that is rolled up. The cost of the 60010 is 1.00 and
20 are required, the overhead is also 1.00, the Extended Total of 40.00 is rolled into the Lower
Level Material Cost of the 01020.

Burden is only absorbed through Labor so only manufactured items earn burden. The cost of
the only subcontract operation is obvious.
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Activity 3: Work Order Processing

Work Orders

1 Create a work order for 1 each of the 01020 at site 10-100, use 16.1, work order maintenance.
Let the system assign the WO number and ID, set the status to R and accept other values at

default.

2 Use 16.5 work order component check to verify inventory of needed components. You \should

have enough.

n Work Order Component Check 10/
QAD

Work Order o Component Item Short Only Output
1000 Mo PAGE

Camponent Item

50010

Acoustic Trandsucer

GO009

Probe Housing
20051

M1icroprocessar
Q0093

Shipping Carton

Oty Eeg UM

0On Hand Gty Alloc Gty Short

130.0

1.0 0.0
1.4 0.0
1.0 0.0
1.0 0.0

3 Use 16.10 work order component issue to issue the material to the work order. Check both
Issue Allocated and Issue Picked to make it easy. When prompted to “Display Items Being
Issued” click yes. Your screen should look like this.

JWork Order Compaonent [zzue |

# GoTo ™ Actions 7| | Copy ™ @Vl Print & Preview @ Attach
“whork Order: 1000 102287245

‘whork, Order: 1000 1D 2287245 Op:

Itern Mumber: 071020 WO Stat: R

Implantable Ultrazaund
D ocument:

Itern Murnber Site Location Lat#S erial
50010 10100 020 50010-0710-24

60003
+ | BO0S1
90033

10-100
10100
10-100

020
020
020

60051-0710-24

Effective: 10/41/2010
lszue Alloc:

lssue Picked:

Ref Guantity
1.0
1.0
1.0
1.0

Even though you have turned off serial/lot control if the inventory record has a value it will be
included with the transaction.

Review the transaction detail records for the component issue, use 3.21.1. What transactions

do you see and what accounts have been affected? You will have four ISS-WO transactions,
one for each component. Each will have a credit to inventory (1500) and a debit to WIP (1550)
for the GL Standard cost of the item.
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5 Review the work order cost report for your work order, use 16.3.4.

n Work Order Cost Report 10/01/1)
10USA
QAD
work Order: 1000 ID: 2287245 Batch:
Remarks:
Ttem Wumber: 01020 Sales/Job: Oty Ordered: 1.0 Order Date: 10/01/10 STD
Implantable Ultrasound Quantity Completed: 0.0 Release Date: 10/01/10
Wl Stat: R Supplier: Oty Rejected: 0.0 Due Date: 10/04/10
Expected Accrued Rate Usage Ayg Cost
Accumul ated Cost Variance |Accumulated Wariance Wariance Received o
Item Mumber Quantity (Ref Only) (Ref Only) Cost Posted Posted Finished Goods Balance
50010 1.0 0.00 0.00 103.00 0.00 0.00 0.00 103.00
&0009 1.0 0.00 0.00 30.00 0.00 0.00 0.00 30.00
B0051 1.0 0.00 0.00 300.00 0.00 0.00 0.00 300.00
90093 1.0 0.00 0.00 1.00 0.00 0.00 0.00 1.00
Material Total: 0.00 0.00 434.00 0.00 0.00 0.00 434,00
Operation: 10 .0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operation: 20 .0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operation: 30 .0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Labor Total: 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operation: 10 .0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operation: 20 .0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operation: 30 Q.0 Q.00 Q.00 Q.00 Q.00 Q.00 Q.00 Q.00
Burden Total: 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operation: 10 .0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operation: 20 .0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operation: 30 Q.0 Q.00 Q.00 Q.00 Q.00 Q.00 Q.00 Q.00
Subcontract Total: 0.00 0.00 0.00 0.00 0.00 0.00 0.00
WO Subtotal: 0.00 0.00 434.00 0.00 0.00 0.00 434,00
- 5td Cost Rowd: 0.00
- Scrapped: 0.00
- Mthd Chg var: 0.00
Balance: 434.00

This report is based on the work order bill and route captured at time of release (or explosion).
It is setup with all the components and operations. The accumulated cost and total cost at this
time is the component value only.
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6 Use work order receipt, 16.11 to receive your work order, for a quantity of one, site and
location should default to 10-100 and 010, be sure to check the Close box.

Run the work order cost report again. What are the differences, and can you explain them?

n Work Order Cost Report 107017110
QAD 10USA
work Order: 1000 ID: 2287245 Batch:
Remarks:
Item Mumber: 01020 Salesdob: Oty Ordered: 1.0 Order Date: 10/01/10 5TD
Implantable Ultrasound Quantity Completed: 1.0 Release Date: 10,/01,/10
Wl Stat: C Supplier: Oty Rejected: 0.0 Due Date: 10/04/10
Expected Accrued Rate Usage Avg Cost
Accumul ated Cost Wariance Accumulated Wariance Variance Receiwved to
Item MWumber Quantity (Ref Only) (Ref Only) Cost Posted Posted Finished Goods Balance
50010 1.0 103 .00 0.00 103.00 Q.00 .00 0.00 103.00
60009 1.0 30,00 0.00 30.00 Q.00 .00 0.00 30.00
60051 1.0 300,00 0.00 300.00 Q.00 .00 0.00 300.00
Q0093 1.0 1.00 0.00 1.00 Q.00 .00 0.00 1.00
Material Total: 434,00 0.00 434,00 Q.00 .00 0.00 434,00
Operation: 10 0.0 0,00 0.00 0.00 Q.00 .00 0.00 Q.00
Operation: 20 0.0 .00 Q.00 0,00 0,00 0.00 0.00 0.00
Operation: 30 0.0 0,00 0.00 0.00 Q.00 .00 0.00 Q.00
Labor Total: 0,00 0.00 0.00 Q.00 .00 0.00 Q.00
Operation: 10 0.0 0,00 0.00 0.00 Q.00 .00 0.00 Q.00
Operation: 20 0.0 0,00 0.00 0.00 Q.00 .00 0.00 Q.00
Operation: 30 0.0 0,00 0.00 0.00 Q.00 .00 0.00 Q.00
Burden Total: 0,00 0.00 0.00 Q.00 .00 0.00 Q.00
Operation: 10 0.0 .00 Q.00 Q.00 Q.00 Q.00 Q.00 Q.00
Operation: 20 0.0 0,00 0.00 0.00 Q.00 .00 0.00 Q.00
Operation: 30 0.0 .00 Q.00 Q.00 Q.00 Q.00 Q.00 Q.00
Subcontract Total: .00 Q.00 0,00 0,00 0.00 0.00 0.00
WO Subtotal: 434,00 0.00 434,00 Q.00 .00 0.00 434,00
- Std Cost Rowd: -633.50
- Scrapped: 0.00
- Mthd Chg var: 0.00
Balance: -199.50

The system has added values to the Expected Cost column and the “Standard Cost Received”
and calculated a balance. No labor was reported through shop floor control and closing the
work order does not book labor and burden at standard. The stand cost received is the GL
Standard for item 01020. The -199.50 looks like a favorable variance.

7 Review the current cost for the 01020, use 1.4.9, what has happened? The current cost has
been updated to the 434.00 reflected by this work order cost.

8 Use unposted transaction inquiry 25.13.13, Put WO in the Reference ID field to limit the
inquiry to work order transactions. Are there any? No there are not.
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9 Run work order accounting close, use 16.21, what has happened?

Review the report of the work order accounting close.

n

QAD 10USA
work Order ] Item Humber Site Oty Ordered Qty Completed Qty Eejected 30/Job Project E
w00 2287245 o020  io-00 i.0 1.0 0.0 1
Implantable Ultrasound
kReference ID  Type DR Acct Sub-pAcct CC Description Cr Acct  Sub-Acct CC Description
Amount
W0101001000001 WO-CLOSE 1550 Mech Inventory WIP 5120 Mech  mfg Labor Absorbed
WO101001000002 'p\(-)—CLOSE 1550 Mech Inventory WIP 5220 Mech mfg EBurden Absorbed
W0101001000003 '.\(-)—CLOSE 1550 Mech Inventory WIP 5120 Mech mfg Labor Absorbed
WO101001000004 '.\(.)—CLOSE 1550 Mech Inventory WIP 5120 Mech mfg Labor Absorbed
WO 101001000005 'MC.)-CLOSE 1550 Mech Inwventory WIP 5220 Mech mfg  Burden Absorbed
W0101001000006 'MC.)-CLOSE 1550 Mech Inventory WIF 5220 Mech mfg  Burden Ahsorbed
W0101001000007 'M;)—CLOSE 1550 Mech Inwventory WIF 5120 Mech mfg Labor Absorbed
WIOIOOIOODQOBZE?ELOSE 1550 Mech Inwventory WIF 5120 Mech mfg Labor Absorbed
'-\'DlOlt)OICIODCIOQSE‘C-)?gLDSE 1550 Mech Inwventory WIP 5220 Mech mfg  Burden Ahsorbed
WO101001000010 I»3:.'C-JEELOSE 1550 Mech Inventory WIP 5220 Mech mfg EBurden Absorbed
;égﬁod Change GE00 Mech Method wardance 1550 Mech Inwventory WIP

0.00

Work Order Accounting Close

Running work order accounting close has booked labor and burden at GL Standard. As there
are only three operations, can you explain why there are five sets of labor/burden transactions?
Note the method change variance is always calculated but here is zero.

Review the operation cost report for the 01020, this should help you figure out what how the
transactions are being booked.

N

Routing Cost Report

10/01710 12

QAD 10USA
wWork Ctr  Setup Time Setup cost setup Rate Lbr Bdn % Lbr Bdn Rate  Lbr Burden Total
Machine Order Oty Unit Run Lahor Rate Labor Cost Mch per Op Mch Bdn Rate  Mch Burden Burden Subcontract
Routing: 01020
Op: 10 ASSEMELE COMPONENTS
1000 25.00 25.00 10.00% Q.00 .50
1001 1.0 2.00 25.00 75.000 1 1.00 3.00 10.50 Q.00
Qp: 20 TEST FINISHED UNIT
1050 25.00 25.00 10.00% 0.00 7.50
1001 . 2.00 25.00 75.000 1 1.00 3.00 10.50 0.00
Op: 30 PACK FOR SHIPPING
1080 0.0 [ele) 25.00 10.00% 0.00 2.50
1001 1.0 1.00 25.00 25.000 1 1.00 1.00 3.50 Q.00
175.000 24.50 Q.00

p

Do you see that the transaction have been created in the reverse order of the operations, such
that the first pair of debits to WIP (1550) are 25.00 and 3.50. This is the labor/burden cost of
operation 30. The next set of debits are two for labor of 25.00 and 50.00, this is the setup
charge and labor charge, respectively, for operation 20. The last set is the labor and burden for
operation 10. As labor rates and setup rates are often different the system always books then

separately.
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10 Run the work order cost report again and see that the labor and burden at standard are now
shown for each operation. The WO Subtotal is now 633.50 which is exactly the same as the
GL standard cost received into inventory. The balance is how zero indicating the work order
was processed exactly on standard.

n Work Order Cost Report 10/01/10
10USA
QAD
work Order: 1000 ID: 2287245 Batch:
Eemarks:
Item Mumber: 01020 Sales/Job: Oty Ordered: 1.0 Order Date: 10/01/10 STD
Implantable Ultrasound Quantity Completed: 1.0 Eelease Date: 10/01/10
Wl Stat: C Supplier: Oty Rejected: 0.0 Due Date: 10,/04/10
Expected Accrued Rate Usage g Cost
Accumul ated Cost Wariance Accumulated Wariance Wariance Received to
Item Mumber Quantity (rRef Only) (Ref Only) Cost Posted Posted Finished Goods Balance
50010 1.0 103.00 0,00 103.00 0.00 0,00 0,00 103.00
[elalep] 1.0 30.00 0.00 30.00 0.00 0.00 0.00 30.00
60051 1.0 300.00 0,00 300.00 0.00 0,00 0,00 300.00
90093 1.0 1.00 0.00 1.00 0.00 0.00 0.00 1.00
Material Total: 434,00 0.00 434,00 0.00 0.00 0.00 434,00
Operation: 10 1.0 75.00 0.00 75.00 0.00 0.00 0.00 75.00
Operation: 20 1.0 75.00 0.00 75.00 0.00 0.00 0.00 75.00
Operation: 30 1.0 25.00 0.00 25.00 0.00 0.00 0.00 25.00
Labor Total: 175.00 0.00 175.00 0.00 0.00 0.00 175.00
Operation: 10 1.0 10.50 0.00 10.50 0.00 0.00 0.00 10.50
Operation: 20 1.0 10.50 0.00 10.50 0.00 0.00 0.00 10.50
Operation: 30 1.0 3.50 0.00 3.50 0.00 0.00 0.00 3.50
Burden Total: 24.50 0.00 24.50 0.00 0.00 0.00 24.50
Operation: 10 Q.0 Q.00 Q.00 Q.00 Q.00 Q.00 Q.00 Q.00
Operation: 20 .0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operation: 30 .0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
subcontract Total: Q.00 Q.00 Q.00 Q.00 Q.00 Q.00 Q.00
WO Subtotal : 633.50 0.00 633.50 0.00 0.00 0.00 633.50
- Std Cost Rowd: -533.50
- Scrapped: 0.00
- Mthd Chg War: 000
Balance: .00

11 Review the current cost of the 01020 using 1.4.9, what has happened? The current cost was
updated at work order close, and has now been updated again at work order accounting close.
As the work order closed at standard the current cost now equals the GL cost.

12 Review the operations accounting report, 16.20.13.10 for a different view of the transactions
generated by the work order accounting close.

13 Review the unposted transaction inquiry, 25.13.13. These transactions will post to the GL the
next time Transaction Post is run. This inquiry/report gives you an opportunity to review the
transactions before posting.

MNQAD



32  Training Guide — Work Order Costing

14 12. Review the operation transaction detail inquiry 16.20. This inquiry gives the details for
shop floor transaction; much like the inventory transaction detail provides for inventory
transactions. You will see three transactions, one for each operation, each with several sets of
debits and credits. Notice that the type is WO-CLOSE. This is the complete detail of the
transaction shown on the work order accounting close report.

n Operation Transaction Detail
Ing 10/01/10
QAD
Tran Mbr: 254a Display E-Signature Details: ¥es Output: PAGE
Type: WO-CLOSE
Transaction Date: 10,/01/10 12:0F:16 wWork Order: 1000
Effectiwve Date: 10,0110 shift: ID: 2287245 O0Op: 10
Employee:
Item Number: 01020 Quantity Completed: 1.0
Implantable Ultrasound Oty Rejected: 0.0
Site: 10-100 Line: Eeject Reason:
wWork Center: 1000 Machine: 1001 Oty Rework: 0.0
Department: 0400 Fework Reason:
Oty Scrapped: 0.0
Std Setup Time: 1.0 Actual Setup Time: 1.0
Std Fun Time: 2.0 Actual Run Time: 2.0
Labor Cost Std: 75.00 Labor Cost: 75.00
Burden Cost Std: 10.50 Burden Cost: 10.50
Subcontract Std: 0.00 Subcontract Cost: 0.00

============================== [-%5] ghature Detajls =============================
Category : OpHist

This data is currently unsigned

========================== End of e-signature details ==========================

G/L Transactions

L Reference DR Acct  Sub-Acct CC Project
Feference ID Amount CR Acct  Sub-fcct CC Project
2010 AW0CLOSEQQOOODO07 25.00 1550 Mech

WO10100100000 7 5120 Mech nif g

2010 M0CLOSEQODOOO00E 50,00 1550 Mech

WO101001000008 5120 Mech nfg

2010, WOCLOSEQOOOOO00S 3.50 1550 Mech

WO101001000009 5220 Mech nfg

2010, W0CLOSEQOQOODO10 7.00 1550 Mech

WO101001000010 L220 Mech nif g
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Work Order Topics

Introduction

Y WO Maintenance
Screen

Work Order life
Cycle

¥ Component lssues

* WIP Material Cost
R luati

Work Order Cost | “eVavaren

Report * Floor Stock

* |mtersite Transfers/hMulti-
site Component Issues

Information  Labor Reporting
Sources * Work Crder Recelpts
* Norn-Std Work Orders

* WO Accounting Close
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WIP Material Cost Revaluation

WIP Material Cost Revaluation

WP Material Cost Revaluation ‘<|
M GoTo ™ Actions 'i |- Copy 'i L{!,’J Print %] Preview i & Attach
Item () Account To
Account: ! ,'-’. TD:I_ r‘:
Sub-Account:! r,'.J. TDZI_ "'_\E
Cost Center: | _.-::'i To | F e} |
Pt 0| [ A
Wwork, Order:| 1000 Fell Tee[ 1000 P
1D} Pl TDZ[- '_.?Z']
Itern Number:! ,—-]_ TDZ| '_.?Z'|
st/ O te[ig 9]
GL Effective:| 9/29/2010 = |
Detail/Summary: :Del;l_ j|

In a standard cost environment GL standards are reset on a periodic basis, often once a year.
When the standard cost has been changed after the BOM and routing have been attached to a work
order, WIP Material Cost Revaluation (16.22), is used to:
« Update the cost of unissued components on the work order bill
No rate variance will be calculated
» Update the WIP value of issued components
Rate variances will be calculated if the material has been issued prior to running the WIP
Material Cost Revaluation (16.22)

Note This variance is not a purchase price variance. That variance, between the PO and GL cost,
is posted to the Purchase Price Variance account.

Once done, a WIP Material Cost Revaluation (16.22) cannot be undone.
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WIP Material Cost Revaluation - Transactions Detail

. .
WIP Material Cost Revaluation - transactions Detail
n WIP Material Cost Revaluation 09/29/1
QAD 10USA
Work Order: 1000 Item Number: 50010 Quantity Received: 0.0
ID: 2287245 Description: Acoustic Trandsucer
Mat] Rate
old New Variance
Ttem Humber Qty Issued Oty in WIP BOM Quantity Mat]l Cost Mat] Cost Posted
50011 o i Aal S A SR e o o P
60012 | 0.0 600.0 6.0 0.130 0.150 12.00 fe—
Total: ;.;(;{-)
n WIP Material Cost Revaluation 09/29/1
QAD 10USA
Order D Ttem Number DR #cct Sub-Acct CC DR Proj Cr fAcct Sub-Acct CC Amount
oo aras sow  1sso meeh  soso  mech | 12.00
Project Total: 12.00
Account Total: 12.00
Report Total: 12.00
WIP-AD)
DR 1550 (WIF) 12.00 —
CR 5050 (Material Rate Variance) 12,00

WIP Material Cost Revaluation (16.22), updates the work order bill with the currently effective
standard GL cost. For material that has been issued prior to running the WIP Material Cost
Revaluation:

For material that has been issued prior to running the WIP Material Cost Revaluation:
 Any difference between the component issue unit cost and the standard cost is posted as a
material rate variance
WIP Material Cost Revaluation does not update product structures or labor and burden costs.

In this example the purchase material cost of the 60012 electrode has gone up from 0.13 to
0.15.There is an open order for 100 of the 50010 acoustic transducer which uses 6 each of the
60012. After the standards change the WIP revaluation is run to up date the WO cost the difference
between the old standard and the new. The calculation is (new cost - old cost) x quantity in WIP, or
0.15-0.13 x 600 = 12.

GL Effect

Debits the WIP account from the work order and credits the Material Rate Variance account found
on the work order parent’s Product Line record.
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| Merm Planning Mainenance

Cost of Producton:| 5770
Sub Usage'Var| 5440

® GoTo = « Actions =| . Copy = & Prit x Preview | & Adach
e 90093 () Ihem Humber 90099
s T | Product Line Maintenance |
Urd of Heasae: EA ® GoTo = © Actions =
Product Line:10
Item Planning D ata
ity Sched Product Line: 10
PFlan Diders [ Dezeription: Finithed Goods
Time Fence: ]
MRP Requred Toamable:
Dides Policy:| PO Taw Class
Dedes Oty 0 Disfandt Subrdcoount
Baich Oty 10 Disfauit Cost Carter
Order Paiiodt| 7 S
Sabety Stock: 10 ‘Wotk Order Acoouris
Selety Tine| 0 ATF | Floos Stock Account 1610
Feoides Point: o Masberial UsageVar,| SO
Lidied - Material Fiate Var,| 5050
M Votrc 50

Specify o Floor Stock account as the
debit account

- Floor Stock account set up in Product
Line Maint. (1.2.1)

Floor Stock: Issues Unplanned

=| &= Print 4 Preview | @ Aftach

() TauClass

Iztues - Unplanned * |
W GoTo = ¢ Adsons = Copy = 5 Priet 4 Preview | @ Miach
Iterm 30093 ) lem Number 30099

e Number: 50053
Diescipion Expendable Contaneis

Quantity 6000
Unik of Measen: EA

Cormvpesion 1.0000

Uri Cost ]
Oudec| |
Lre| 0
Salesilo
fuddress
Fiemaks

Edectve Datee| /202010 =

& Ske10100

Lot/Senal Control UM: EA

Stw 10100
Locaion: (20
Lot/Senat
Fisdotonce:
Ml Eviy
Towd Qo
Totdl Cont

Deba Accourt| 1600 2 Mech

A7 Fioo Stock Acct

Crodt Accourt

E000

Floor stock items are bulk issue items - nuts and bolts, for example - that are part of the product
structure, but that are usually inexpensive and easily replaced; there is not a need to keep track of

them individually.

Floor Stock: Set-up

« To use an item as floor stock, change the Issue Policy to No in Item Master Maintenance

(1.4.1), Item Planning (1.4.7), or Item-Site Planning Maintenance (1.4.17). Upon work order
release/print, the component will be listed in a separate floor stock section on the work order

picklist, without a quantity to issue.

« To issue the floor stock components out of inventory to work orders, use Issues Unplanned
(3.7). The default debit account is automatically set to the Floor Stock account of the
component item’s product line. (Note that this might not be the same as the parent item’s Floor
Stock account. For this reason, the Floor Stock Account should be the same for all product line

records. Upon Work Order Accounting Close (16.21), the cost of any floor stock items is

debited to WIP and credited to the Floor Stock account specified on the order.
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Floor Stock - Transactions Detalil

- L]
Floor Stock - Transactions Detail
n Transactions Detail Inquiry 09/29/1]
QAD
FLR-STK _ - ;
Transaction: 27985 Display E-Signature Details: Yes Output: PAGE
WO Acctg Close E-Signature Detail
( d ;I Cfeugl"y: Tritran : . ignature Details
T t. t
DR ] 550 (WlP) etk u"51g:; of e-signature details sssssssssssssssssssasssss
ERIEERObRSIoRk] reina e Feieine el s a
Datg; 09/29,/10 Item Hmiaer; 90099 1
Time: 15:43 Description: £ dable Contai
STd COST x STd QTy Effective Oa:':: 09/29/10 unit oezcneg);::?:: E::nerl RALECRRERILS
1.00% 400 = £00.00 femarks: Address:
. . ser ID: gmi ame &
Program: icunis.p 50/Job:
Currency: USD Ship Type:
Qty Change: -600.0 Price: 1.00
Shipper Number: nc:
pDShD Date:
I to Dat.
[S5-UMNP Site: 10-100 e ryaeg'i: Balance: 1,200.0
Ljofgatl_o?: Q20 Quanhé{ (gﬁggg: 6680.0
= Lot rial : rt: 0.
USSUeS Uhplghhed) Inv S‘gat:s: ¥=¥=Y Begin {DC Bal: 1,200.0
Supplier Lot: Loc Qty Change: -6003.0
DR 1600 {Floor Stock) Csjiseer Eetri e
CR 1500 (Inventory) Cost Data
Material: 1.00 Overhead: 0.00
abor: . ubcontract: .
Std Cost x Qty bsued Bnon: 5200 e 358
1.00 % 600 = &£00.00 IS5-UNP
Debit Acct: 1600 Mech
.| €r Account: 1500 Mech
Amount: 600.00 Reference ID: IC100925000013
GL Reference: 2010/I55-UNPDDODODOOS)

Effects on the GL

Because the cost of bulk issue items is included in the rolled-up GL cost of the finished item, it is
necessary to adjust WIP for the cost of these items. Otherwise this cost would get written off
incorrectly to variance.

 Floor stock is calculated as the standard cost per unit multiplied by the quantity required. This
quantity is posted at standard cost to WIP (debit) and Floor Stock (credit).

If there is more floor stock issued than the standard calls for, the additional value becomes
a method variance

Note These items have been issued and should not be cycle counted back into stock.

Note If quantity tracking is desired as well as cost tracking, rather than issuing the items by
Issues Unplanned (3.7), transfer them to a “floor” location. Periodically cycle count this location
and debit the appropriate Floor Stock account at that time (rather than Inventory Discrepancy).

Note One issue that may not be apparent regarding Floor Stock is that floor stock accounts used
by the Work Order Accounting Close are associated to the work order, which is determined by the
product line of the parent item. If the floor stock component is associated to a different product
line, then, if the floor stock accounts vary by product line, you might be crediting a different floor
stock account than was debited by the issue transaction. For this reason it is recommended that the
floor stock account be the same for all product lines.
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Activity 4: Floor Stock Issues

QMI have decided the 90093 shipping carton should be a floor stock item, also referred to as Bulk
Items.

1 Use item planning data maintenance 1.4.7, to change the issue policy flag for item 90093 to
unchecked. Meaning it is not issued.

2 Create a work order for 1 each of the 01020 at site 10-100. Leave the status flag at F.

3 Use Work Order Component Check 16.5 to see if any items are short. If necessary use receipts
unplanned 3.9 to receive any needed components.

4 Use work order release and print (16.6) to release the order and print (view) the pick list.
Review the pick list, note that the 90093 is no longer included on the Picklist, but is referenced
as Floor Stock.

n wWork Order Release/Print 10/04/10 15:1

wWork Order Picklist

Work Order: 1014 Issue Date: 10,0410
ID: 2287266
Batch:
Item Number: 01020 Rew: A work Order Due Date: 10,/05/10
Implantahle Ultrasound
Remarks : Sales/Job:
Oty Ordered: 1.0 Ef Deliver To:
Site Lot 5erial Fequired
Item Wumber Eew Location Ref Oty to Issue UM Issued
E0010 10-100 1.0 EA
Acoustic Trandsucer
020 S0010-0710-5 1.0 ] hi
ezalel] 10-100 1.0 EA
Frobe Housing
020 1.0 ¢ b
e0051 10-100 1.0 EA
Microprocessor
020 e0051-0710-5 1.0 ] hi
Floor Stock Oty REeq UM
Q0093 1.0 EA
Shipping Carton

5 Issue the components to the work order as is previous activities, note the 90093 does not
appear on the list of items to issue.
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6 Use Issues unplanned 3.7 to issue 5 of the 90093 to the production floor. What account is the
system using for the debit transaction? The system is debiting 1600 Floor Stock.

7 Receive the work order complete and run the work order accounting close. Review the report
this generates.

Review the transaction detail inquiry (3.21.1) for the accounting close. What transactions have
been created? There is a credit to floor stock (1600) and a debit to WIP (1550) this has
removed the cost of the carton from inventory (1600), and charged it to WIP

8 Change the 90093 back to an issued item, 1.4.7.
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Intersite Transfers and Multi-Site Component Issues Variances

Intersite Transfers

Entity 1000
ITEM X L
SITE A SITEB Receivingsite absorbs

COST # COST difference, if any
ITEM X ITEM X
$10 Transfer $15

Variance Intercompany Acct

Trarsfers betweensites in

different entities are tracked
using the Cross-Company
Inventory Control account
definedfor the Domain and
the Intercompary codes of
the appropriate entities.

Transfer Clearing Acct

* Within same entity

*« Acctsetupin (3.9.2)

* Differencesin cost reported
fo Transfer Variance Acct;
set up In Site Maintenance (1.1.13) Eniiiy 2000

The same item used at different sites may have a different GL cost per site. When inventory is
moved between sites, the movement is accounted for either through the Transfer Clearing account
(for transfers within the same entity) or through the Intercompany account (for transfers between
different entities). Differences in costs at sites in the same entity are posted to the Transfer
Variance account for the site using Site Maintenance (1.1.13); differences in costs at sites in
different entities are posted to the Material Rate Variance account.

Transfers between sites in different entities are tracked using the Cross-Company Inventory
Control account defined for the domain and the intercompany codes of the appropriate entities.

- Set Balanced Entities to Yes using General Ledger Control (25.24). If Balanced Entities is Yes,
the system automatically creates intercompany balancing entries

Note On awork order component issue, rather than report differences in cost between two sites to
the Transfer Variance account, differences are reported to the work order, crediting the Material
Rate Variance account.
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Inter Site Transfer With Variance: Example

.
. . . .
Inter Site Transfer - Transactions Detail (Issuing Site)
n Transactions Detail Inquiry 09/25/10
QAD
Transaction: 27981 Display E-Signature Details: Yes Output: PAGE
E-Signature Details
Event ID Category Date Time Cur
User I0 User Name Signature meaning
201009290001968E89 InvTran 09/29/10 15:37:16 PST yes
gm QNI User TF Authorized Inv Transfer
Remarks:
.......................... End of e-signature detdils sssssssssssssssszsssssssss
| X Sit Tran Nbr: 27981 Order: 027981~
Trans Type: IS5-TR Revision: O
SSUlhg e Date: 09/29/10 Ttem Humber: 90099
Time: 15:37 Description: Expendable Containers
Effective Date: 08/29/10 Umit of Measure: EA
emarks : Address:
User ID: gm Hame :
Program: iclotriZ.p s0,/20b:
Currency: USD ship Type:
Gty Change: -1,000.0 Price: 2.50
Shipper Number: Inc:
Ship Dace: Rty Change = - 1000 (issuing) I
I y Data
Site: 10-200
|SS i TR Location: Quantity Change: -1,000.0
Lot/Serial: Tty Short: U.0
Inv Status: v-¥-¥ Begin Loc Bal: 17,550.0
Supplier Lot: Loc Qry Change: -1,000.0
DR 1670 (Transfer Ceade/hssay S ce Date:
Clearing) 2,500.00 References Bepehy
Cost Data
I:] 000 % 250;] Material: 2.50 tverhead: 0.00
Labor: 0.00 o - Srpe
Burden: 0.00 Cost Total: 2.50
CR 1500 (Inventory)
155-TR
250000 Debit ACCT: 1670 Mech
Cr Account: 1500 Mech
Amount: 2,500.00 Reference ID: 1C100929000010
GL Reference: 2010,/5Y3-DBO00CO0134

Example Transfer 1,000 expendable containers item 9099 from site 10-200, where the GL
standard cost of the item is 2.50, to site 10-100 where the item has a GL standard cost of 1.00.

Note Note: Location transfers within a site have no GL effect as there can be only one GL cost at
a site.

The Transactions Detail Inquiry (3.21.1), shows the accounts affected by the inventory transfer.

There is only one GL transaction at the Issuing site.

= The components are issued from Inventory (credit Inventory 1500) at the standard GL cost of
the 2,500.00, and rather than putting them directly into inventory at the receiving site, the
system debits then 2,500.00, to the transfer clearing account (1670).
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Inter Site Transfer With Variance: Example, cont.

Inter Site T f ' ' Vi '
nter dite Iranster - Transactions Detail (Receiving Site)
n Transactions Detail Inquiry 05/29/10)
QAD
S | Te Transaction: 27982 Displ ay E-5ignature [_‘.Il!.al 1=: Yes Output: PAGE
esesssssmssnsnernssnsnnennsns E-5TQRATUre DeTAIlS sssssesssssnsssnnssssnnennsnn
Event ID e Categary Date Time cur @Ty Chohge =1 ,OOO
User ID User Name Signature meaning (Recei\/ihg)
201009290001968885 InvTran 09/25/10 15:37:16 P5T yes
g QMI User TF Authorized Inv Transfer
2 k:
foarker s e N |
Tran Nbr: 27982 Order: 027981*
Trans Type: RCT=-TR Revision: O
Date: 09/23/10 Item Number: 90039
% Time: 15:37 Dc:(r\pt!un: Expendable Containers
E t Date: 09/23/10 umt L : EA
C3T-TR ey R S e
m: N 13
gf\;;rm: ?Eotrﬁ!-p SO/;':;:
Ci : USD Sh T }3
DR 6820 (TRV) o haneas La00.0 e e e
2,500,000 b Date: e
(1,000 2.50) e a ]
LoTaTronT T +
Lot /5 t T Fore: 0.0
CR ] 670 IHV/S::::;:S: ¥=y=¥ Begin toc B:'I: 200.0
Trarsfer B O e Daay oo
l: . Referance: Y hatihs RCT-TR
Clearing) e
Material: 1.00 Owverhead: 0.00
curden; 0.85 ?Eég%%(lhvemory)
Debit Acct: 6820 MECH . ! )
Cr Account: 1670 Mech 1,000% 1.00
Amount: 2,500.00 Reference ID: IC100922000011
GL Reference: 2010/5v5=D6000000195
R | CR 6820 (TRV)
Debit Acct: 1500 Mech
Cr Account: 6820 MECH
Amount: 1,000.00 eterence 1 100923000012
L Reference: 2010/5v5-D6000000196

Next, the items are transferred to the books at the receiving site. Because inventory transactions
generate “matched pairs” of transactions, the following two transactions will be generated even if
costs at the respective sites are identical.

» The intersite transfer is recorded (credit transfer clearing, 1670, 2500.00). Because we do not
know yet if the costs are the same, the entire standard GL cost at the sending site is booked to
Transfer Variance Account (debit Transfer variance 6820, 2500.00).

» The same items are put into inventory at the receiving site at the standard GL cost at that site.
(debit inventory, 1500, 1,000.00) The offsetting entry is to Transfer Variance (credit, 6820,
1,000). When the GL standard costs are different, the difference ends up in this account.

« In this example, the total value of inventory is revalued downwards, thus generating a debit
(unfavorable) variance

This transaction points out the disadvantage of moving inventory from a high cost site to a low
cost site. Any variance accrues to the receiving site.
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| Work Order Cormponent lssue X|
i

Inter Site Work Order Issue

® GoTo ™  Acions ™ . Copy | (0 Print & Preview | & Atach

Work Dider, 1001 & Ip:2287249 ) lemE0012
‘Work Order. 1001 ID: 2287243 Op Effective: 9/30/2010
Itern Mumber. 50010 W0 Stat: R lszue Alloc:
Acoustic Trandsuces Issue Picked:
Document:
Item Nusmbes Gy Open Oty Alloc Oty Ficked Qytolss
50011 1000 100.0 0o 0o
60012 6000 600.0 0o 00
90039 oo 00 0o 0o
Itern Mumber: BO012 Op: Site: | 10-200 J| | Lee: | 020
Description: Electodes Lot/Senial | 456 ; p
Quantty | 6000] | UM: EA Aeference: | A
Substitute: CancelB/D: | Multi Entry:
Document:

®) lemN

Qry B/D
1000

00
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Inter Site Work Order IssueTransfer With Variance: Example, cont.

Inter Site Work Order Issue -

Cost Data
Material: 0.20 Overhead: 0.00

Labor: 0.00 Subcontract: 0.00 ,
Burden: 0.00 Cost Total: 0.20 ssue Site
IS5-TR
Debit Acct: 1670 Mech
Cr Account: 1500 Mech

Amount: 120,00 Reference ID: IC100930000001
5L Reference: 2010/575-DEOOOOO019S

Cost Data

Material: Q.15 Owerhead: 0.00
Labhor: 0.00 Subcontract: 0.00
Burden: 0.00 Cost Total: .15
Receiving Site
Debit Acct: 6820 MECH
Cr Account: 1670 Mech
Amount: 120.00 Reference ID: IC100930000002
L Reference: 2010/SY5-DBEOOCOO0200
Debit Acct: 1500 Mech
Cr Account: 6820 MECH
Amount: 90.00 Reference ID: IC100930000003
L Reference: 2010/SY5-DBEOOCOO0201
Cost Data
Material: 0.15 Owverhead: 0.00
Labor: 0.00 Subcontract: 0.00
Eurden: 0.00 Cost Total: 0.15
I55-W0
‘ Work Order ksue I Debit Acct: 1550 Mech
Cr Account: 1500 Mech

Amount: 90.00
GL Eeference: 2010/WOISS000000019

It is possible to issue items to a work order from a non standard site. In the graphic the work order
for 100 of the 50010 acoustic transducer requires 600 of the 60012 electrode. The work order is
released at site 10-100 and all components are expected to be issued from site 10-100. However a
shortage is discovered and inquiry reveals the required items at site 10-200, which site agrees to
supply the electrodes. The site 10-100 cost of the electrode is 0.15 and the cost at site 10-200 is
0.20. In this case the system atomically generates several inventory transactions.

Reference ID: IC100930000004

As seen in the previous example the system generates the material issue from the supply site the
material receipt at the demand site and then the work order issue. The detail of the transactions are
shown on the next graphic.

In the Issue step the 60012’s are credited to inventory (1500) at the GL cost of site 10-200, 120.00
and debited to transfer clearing 1670.

Then received at site 10-100 with a debit to transfer variance (5820) of the 120.00 and a credit to
transfer clearing (1670). Then a debit to inventory (1500) at the site 10-100 cost of 90.00 and a
credit to transfer variance (6820).

The items are then issued to work in process with a debit to WIP (1550) at the site 10-100 GL cost
of 90.00 and a credit to inventory (1500).

This leaves a balance of 120-90 = 30 in the transfer variance account which accrues to the
receiving site. As it is a positive number it is unfavorable.
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Intersite Transfers and Multi-Site Component Issues - GL Effect

Multi-Site Component Issues - Gl Effect

Intersite Transfer - Supply Site Gl Trans Type
DR Intercompany (if cdifferent entities) or IC
DR Transfer Clearing (if same entity)
CRInventory

Intersite Transfer - Receiving Site
DR Material Rate Variance (if different entities) IC
CRIntercompany or
DR Transfer Var (if same entity)
if | CRTransfer Clearing

varianc?s DR Inventory
exist | CRMaterial Rate Variance (if cifferent entities) or
CRTransfer Var (ifsame entity)

DR Inventory (whenno var in cost exists betweaen sites/entities]
CRIntercompany (if different entities) or
CRTransfer Clearing (if same entity)

Issue to Work Order - Receiving Site

DR WIP IC
CRInventory
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Activity 5: Material Variances

In this activity you will look at the sources of material variances and how they are calculated.

1 Create a work order for 1, 01020 Implantable Ultrasound, at site 10-100, set the status to R.

2 Change the GL standard cost of the 6009 Probe Housing from 30.00 to 25.00.

3 Issue the components. For item 90093, Shipping Carton issue 2 instead of 1.

4 Review the ISS-WO transactions for this order. Why is there no material usage variance for
the 90093? Material usage variance is not calculated until work order accounting close.

5 Review the work order cost report. Are there any variances reported? Why? There is an
accrued material rate variance of -5.00 for the 60009 because the standard was changed after

the work order bill of material was created at work order release.

6 Receive the work order. Run work order accounting close, and review the work order cost

report. Remember to check Close on your work order receipt. Accounting close will only run

against Closed work orders. Can you explain the variances?

n Work Order Cost Report 10/01/1
10USA
QAD
work Order: 1001 ID: 2287246 Batch:
Remarks:
Item MWumber: 01020 sales/Job: Oty Ordered: 1.0 Order Date: 10/01/10 STD
Implantable Ultrasound Quantity Completed: 1.0 Eelease Date: 10/01/10
Wl Stat: C Supplier: Oty Rejected: 0.0 Due Date: 10/04/10
Expected Accrued Rate Usage Avg Cost
Accumulated Cost Wariance Accumulated Wariance Wariance Received to
Item Humber Quantity (Ref Only) (Ref Only) Cost Posted Posted Finished Goods EBalance
50010 1.0 103.00 0.00 103.00 0.00 0.00 0.00 103.00
&O009 1.0 30.00 =5.00 25.00 =5.00 0.00 0.00 30.00
B0051 1.0 300.00 0.00 300.00 0.00 0.00 0.00 300.00
90093 2.0 1.00 1.00 2.00 0.00 1.00 0.00 1.00
Waterial Total: 434.00 —-4.00 430,00 -5.00 1.00 0.00 434.00
Operation: 10 1.0 75.00 0.00 75.00 0.00 0.00 0.00 75.00
Operation: 20 1.0 75.00 0.00 75.00 0.00 0.00 0.00 75.00
Operation: 30 1.0 25.00 0.00 25.00 0.00 0.00 0.00 25.00
Labor Total: 175.00 0.00 175.00 0.00 0.00 0.00 175.00
Operation: 10 1.0 10.50 0.00 10.50 0.00 0.00 0.00 10.50
Operation: 20 1.0 10.50 0.00 10.50 0.00 0.00 0.00 10.50
Operation: 30 1.0 3.50 0.00 3.50 0.00 0.00 0.00 3.50
Burden Total: 24.50 Q.00 24.50 Q.00 Q.00 Q.00 24.50
Operation: 10 .0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operation: 20 .0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operation: 30 .0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Subcontract Total: 0,00 0.00 0,00 0,00 0,00 0,00 0,00
Wl Subtotal: 633.50 | —4.00 | 629,50 =5.00 1.00 0.00 633.50
- 5td Cost Rowd: -633.50
- Scrapped: 0.00
- Mthd Chg Var: 0.00
Balance: .00

Rate Var. = (actual cost - std. cost) x gty issued(25.00 - 30.00) x 1 = -5.00

Usage Var. = [(act. qty.-.std qty + qty. reject) x qty. per.] X GL cost= x (2-1) x 1.00 = 1.00

The rate variance was created at ISS-WO, the usage variance at WO-CLOSE.

7 Change the GL cost of the 60009 back to 30.00, verify the current cost is still 30.00.
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Activity 6: Material Variances Multi-site Issue

Another site in the company has gotten a discount by buying Probe Housings, 60009 in large
guantity. They have agreed to let us use some.

1 Use 3.9 issues unplanned to receive 50 of the 60009 Probe Housings into site 10-200 location
020. You will need to change the default site code.

2 Use item site cost maintenance 1.4.18 to set both the GL and current cost of the 60009 at site
10-200 to 25.00.

3 Create and release an order for 1 of the 01020 at site 10-100. Issue the components changing
the site from which the 60009 is issued to 10-200.

4 Receive the work order and close it, and run work order accounting close. Review the work
order cost report. What does it report? The work order cost report indicates that everything
happened exactly at standard. This is because all transactions were booked at site 10-100 GL
costs.

However if your look at transaction detail 3.21.1 you will find on the RCT-TR (receipt from
transfer) a debit to transfer variance (6820) of 25.00 and a credit of 30.00, leaving a 5.00 credit
balance in transfer variance (-5.00) or favorable. Remember any variance on a transfer accrues
to the receiving site. The logic here is that from the viewpoint of site 10-100 they received an
item worth 30.00 for only 25.00. It is important to keep in mind these are just inventory
transactions and have nothing to do with currency changing hands.
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Work Order Topics

Introduction

Y WO Maintenance
Screen

Work Order life
Cycle

¥ Component lssues
v WIP Material Cost

Work Order Cost | Revaluation

Report ¥ Floor Stock

¥ Intersite Transfers/Multi-
site Component Issues

Information * Labor Reporting
Sources * Work Crder Recelpts
* Norn-Std Work Orders

* WO Accounting Close
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Labor Reporting

Labor Reporting

| Labor Feedback by Work Order X|
1

# GoTo ~ Actions = | Copy * [ Print » Preview | # Atach
Work Order 1003 9 ID:2287250 &) Employes:10-EMPO1
Work Order. 1003 10: 2287250
Dperation: 10 ASSEMBLE ULTRASDUMD DOp Status:
ek Ifsef to Yes, previous
Erplopee: 10EMPDT Ao Ekson Pey Code: operations are automatically
Depatment: 0400 Work Center: 1000 TireInd: Hous Mirutes flagged as complete
s Hackine Poeck e If no labor is reported for
these operations, then the
standardset-up and run times
Queanitity Completed 1.0 Effective Dater 10/4/20010 | =
Rejects: Operation Comglete: ¥ dre repOrTed TO WlP
Rework: Maowve to Mest Dperstior: ¥

Previous Ops Complete: v

Start Setup: | 00:00:00

Elapsed/Stop Setupc DU:CI_E[_[IJ Elapsed Setup 0.000
Start Rurc | 00:00:00
Elapsed/Stop Fur: | 01:00:00 Elapsed Run 0.000
Comment:
Down Time: | 00:00:00 Down Time Reason; | |

There are three ways to handle labor accrual:

1 Report actual setup and run times

2 Accept standard setup and report actual run time
3 Accept standard setup and run times

This section examines the first scenario - the effects of reporting actual setup and run times. Later,
by completing the activities that are associated with this section, you will see both the effects of
accepting standard setup and run times, and reporting actual setup and run times.

Reporting Actual Setup and Run Times

Labor feedback transactions report the quantity completed and the actual labor time spent on a
particular work order and operation.

« All labor feedback transactions must specify a work order, operation, employee, and work
center

« Each can specify set-up, run, and down time

Down time (or non-productive labor) is not related to a work order and has no effect on
WIP or variances. It is posted as a miscellaneous Cost of Production, which attracts
burden absorption.
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In Labor Feedback Work Order (16.20.1), Labor Feedback Employee (16.20.2), Labor Feedback
Work Center (16.20.3), and Operation Complete Transaction (16.20.5), you can flag previous
operations as complete (see figure on preceding page).

Example You have five operation steps, but only report operations three and five. When you
report these operations, the previous operations are automatically flagged as complete. If no labor
has been reported for these operations, the standard set-up and run times are posted to WIP.

Standard run time is determined based on the quantity completed at the reported operation (that is,
if you report 100 complete at operation three, the system assumes that 100 units went through
operations one and two).

Variances occur whenever actual rate or time does not match the standard.
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Labor and Burden Absorption

Labor and Burden Absorption

If there is no labor reporting, then calculated
at standard during WO Accounting Close
(16.21)

If there is labor reporting, then calculated at
(SFC) Shop Floor Conftrol (16.20.1) through
(16.20.3) labor fransactions

Variances are calculated when labor
reported, or at Work Order Receipf,
depending on setting in Work Order
Accounting Control File (36.9.11) (Post
Variances at SFC flag)

The timing for labor and burden absorption is based on whether you report labor or not.

No Labor Reporting

If you do not report labor, then no absorption will occur until the work order is closed and the
Work Order Accounting Close (16.21), is performed.

With Labor Reporting

If you do report labor, then absorption will occur at the time labor is reported for each operation.
This is independent of the amount received on the work order.

If you have the Post Variances at SFC flag set to Yes on the work order, at the same time the
absorption occurs, any variances calculated will be posted. Otherwise, the variances are not
calculated and posted until Work Order Receipt (16.11) or Work Order Receipt Backflush (16.12).
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Labor Calculations

Labor Calculations

n Operations Accounting Report 10/04/10
1o0usa
QAD
WO ID GL Reference DR Acct  Sub-Acct CC
Eff Date Tran Nbr work Order ap Reference ID CR Acct  Sub-Acct CC Amount
80010 227 2R Aroustic Trandsucer
10/04,/10 2585 1016 10 2010575 -DEODO000245 1550 Mech 5.00
WO101004000085 LER-1000: Labor Setup 5120 Mech nifg
2010,/5Y5-DBODO000 246 1550 Mech 5.00
Wo101004000058  LBR-2000: Labor 5120 Mech nifg
2010,/5Y5-DBO0O000 247 1550 Mech 1.50
W0101004000059  BDN-1000: Burden Setup 5220 Mech g
2010/5Y5-DBODOD00248 1550 Mech 1.50
W3101004000060  BDN-2000: Burden 5220 Mech mfa

Labor= ActualHrs x Actual Rate

Labor (Set-up) Labor (Run)

* 1 hrset-up x 5§ =5.00 * 1 hrrunx 5.00 = 5.00

* DR 1550 (WIP) * DR 1550 (WIP)

* CR 5120 (Labor Absorbed) » CR 5120 (Labor Absorbed)

Set-up and run times are treated the same, but if reported at the same time, the system creates two
sets of entries - one for set-up and one for run time.

The actual amount of labor is posted to WIP (debit) and Labor Absorption (credit), and is
calculated as:

Actual Hrs x Actual Rate

If employee pay rates are not loaded into the system, the standard rate at the work center where work
was reported is used.

Example An employee spends 1 hour set-up time and 1 hour run time at a pay rate of $5.00 per
hour. The results and calculations are shown in the figure above. Labor Burden transactions at 10%
are also shown.
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Labor Rate Variance

Labor Rate Variance Calculations

" Operations Accounting Report 10/04/10 1
QAD 10USA
wo ID GL Reference DR Acct Sub-acct CC
Eff Date Tran Nbr Work Order Op Reference ID CR Acct Sub-Acct CC Amount
S0010 2287271 Lcoustic Trandsucer

10/04 /10 2568 1018 10 2010/5Y5-DBO00000 249 1550 Hech 7.50
W0101004000061 LER-1000: Labor Setup 5120 Mech mfg
2010/5¥5-DBO00000 250 5150 Mech mfg 2.50
WoI01004000062 | ER-1001: | abor Rate Var 1550 Mech
2010/5YS-DBO00000251 1550 Mech 7.50
wWo101004000063 LER-2000: Labor 5120 Mech mfg
2010/5Y5-DBO0000025 2 5150 Mech mfg 2.50
W0101004000064 LER-2001: Labor Rate Var 1550 Mech
2010/5YS-DBO0000D0253 1550 Mech 1.75
w0101004000065 BDN-1000: Burden Setup 5220 Hech mfg
2010/5¥5-DB0O00DD00254 5250 Mech mfg 0,25
WO101004000066 BDN-1001: Burden Rate Wa 1550 Mech
2010/5Y5-DBO00D002SS 1550 Hech 1.75
WO101004000067 BDN-2000: Burden 5220 Mech mfg
2010/5Y5-DBO00000256 5250 Mech mfg 0.25
w0101004000068 BDN-2001: Burden Rate Va 1550 Mech

Labor Rate Var =
f{ActSet-Up Rate - Std Set-Up Ratel x Act Sef-Up Hrs] +
f{ActRun Rafe - Sid Run Ratel x Act Run Hrs]

Labor Rate Variances are posted if the employee pay rate does not match the standard pay rate at
the work center where the work was reported.

Calculations

Labor Rate Variance is calculated at the time shop floor labor feedback is reported (only if actual
employee pay rates are entered) as:

[(Act Set-Up Rate - Std Set-Up Rate) x Act Set-Up Hrs] + [(Act Run Rate - Std Run Rate) x Act Run Hrs]
- Actual Pay Rate MAintenance is updated using 14.13.21.

» When variance posting occurs, a positive (unfavorable) or negative (favorable) variance is
debited to the Labor Rate Variance account and credited to WIP

The Labor Rate Variance is normally posted at the same time that labor is posted.
However, if the [N]o flag is set in the Post Variances at SFC field in Work Order
Accounting control (36.9.11) or Work Order Maintenance (16.1), variance posting will be
delayed until Work Order Receipt (16.11) or Work Order Receipt Backflush(16.12).

Example Because the employee’s pay rate of 7.50 per hour is different than the standard pay rate
of 5.00 per hour, there is a labor rate variance, as shown in the figure above. The corresponding
burden calculates are also shown.
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Labor Usage Variance

Labor Usage Variance Calculations

n Operations Accounting Report 10/04/10
10USA
QAD
Wl ID Gl Reference DR Acct  Sub-Acct CC
Eff Date Tran Nbr work Order Qp Reference ID CR Acct  Sub-Acct CC Amount
500171 FRARFATR Wltrasound Sers;

10/04,/10 25591 1020 10 2010/5Y5-DBO0O000257 1550 Mech 7.50
W101004000069 LER-1000: Labor Setup 5120 Mech mfg
2010/5Y5-DBEO0O000Z5E 5140 Mech mfg 2.50
W101004000070 LBR-1002: Labor Usage Wa 1550 Mech
2010, /S5 -DEO0OOO00ZES 550 Mech 5.00
wWo101004000071  LER-2000: Labor 5120 Mech mfg
2010/5Y5-DEODO000 260 1550 Mech 2.25
wWi101004000072 BDN-1000: Burden Setup 5220 Mech mfg
2010/5Y5-DBOOO000261 5240 Mech mfg 0.75
W0101004000073  BDW-1002: Burden Usage V 1550 Mech
2010/5Y5-DB0DO000262 1550 Mech 1.50
pmimiand 4 oru P c Mech mfg

Labeor Usage Variance
s [{1.5-1)x 5001+ [{1-11x500]=25(U)
* DR 5140 (Labor Usage Variance)

._CR LaborUsage Varance = [ { Actudl Set-up Hrs - StdSet-up Hrs) x Std Set-Up Rate] +

[{Actud Run Hrs- *5td Run Hrs) x Std Laloor Rate]
*Std Hrs = Run Hrs/Unit x (Gity Completed + Qity Rejected)

Labor Usage Variances are posted when actual set-up and/or run time differ from the time it should
have taken to set up and/or make the number of units reported as complete (referred to as earned
hours).

Calculations

Labor Usage Variance is calculated at the time shop floor feedback is reported as:
[(Act Set-Up Hrs - Std Set-Up Hrs) x Std Set-Up Rate] + [(Act Run Hrs - Std Run Hrs) x Std Run Rate]
where:

Std Run Hrs = Run Hrs/Unit x (Qty Completed + Qty Rejected)

< When variance reporting occurs, a positive (unfavorable) or negative (favorable) variance is
debited to the Labor Usage Variance account and credited to WIP

The Labor Usage Variance is normally posted at the same time that labor is posted.
However, if the [N]o flag is set in the Post Variances at SFC field in Work Order
Accounting Control (36.9.11), or Work Order Maintenance (16.1), variance posting will
be delayed until Work Order Receipt (16.11) or Work Order Receipt Backflush (16.12).

Example The employee earns the standard rate but has reported 1.5 hours for the setup operation.
The standard is one hour so a labor usage variance is created, as shown above. The runtime
transaction is reported at standard, so no variance is posted.
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Note For operations that span reporting shifts (or days), hold off reporting variances until work
order receipt. Set Post Variances at SFC to No in Work Order Maintenance (16.1), or Work Order
Accounting Control File (36.9.11).

« When labor is reported with no completed units, no labor was earned. The total amount not
attributable to set-up is flagged as unfavorable variance. The set-up portion only posts the true
variance amount and is unaffected by units. The unfavorable variance is offset later by a
favorable variance when completed items are reported. In an operation that takes 12 hours to
finish, shift one reports 8 hours and zero complete. All 8 hours is unfavorable variance. Shift
two works 4 hours and completes 100 units. It should have taken 12 hours, so shift 2 shows an
8 hours favorable variance.
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Labor Reporting - GL Effect The default general ledger entry:

Labor Reporting - Gl Effect

Set-up and Run Time Gl Trans Type
DRWIP \''[e]
CR Labor Absorbed
« DR Labor Rate Variance \''[e]
CRWIP
+ DR Labor Usage Variance WO
CRWIP

+ Positive amount = unfavorable variance;
Negative amount = favorable variance

The credit and variance accounts are derived from the Dept.
record of the work center being processed

* Post Variances at SFC set in Work Order Accounting Control (36.9.11)

» Debits WIP
 Credits Labor Absorbed

The credit account is derived from the Department record of the work center being
processed

Upon shop floor reporting, labor usage and rate variances are calculated (see following note). If
the variance amount is positive, then it is an unfavorable variance; if the amount is negative, then it
is a favorable variance. The variance accounts are derived from the Department record
(Department Maintenance (14.1)).

Note The Labor Usage and Rate variances are normally posted at the same time that labor is
posted. However, if the [N]o flag is set in the Post Variances at SFC field in Work Order Control
(16.24), or Work Order Maintenance (16.1), variance posting will be delayed until Work Order
Receipt (16.11) or Work Order Receipt Backflush (16.12).
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Burden Calculations

Burden Calculations

n Operations Accounting Report 10/04/10
1o0usa
QAD

WO ID GL Reference DR Acct  Sub-Acct CC

Eff Date Tran Nbr work Order ap Reference ID CR Acct  Sub-Acct CC Amount

50010 2287268 Acoustic Trandsucer

10/04,/10 2585 1016 10 2010575 -DEODO000245 1550 Mech 5.00
Wo101004000057 LER-1000: Labor Setup 5120 Mech nfg

2010,/5Y5-DBODO000 246 1550 Mech 5.00
WANIANARNONSE | RR=2000 - | ahous 5120 Mech nrfi

2010,/5Y5-DBODO000247 1550 Mech 1.50
-1000;: Burden Setupn 5220 Mech mfa

2010/5Y5-DBODOD00248 1550 Mech 1.50
W1101004000060  BDN-2000: Burden 5220 Mech mfog

{Set-up Hrs/Qtyx [Lor Bdn Rate + (Actudl Set-up Rate x Lbor Bdn %) + (Mach/Op x Mach Bdn Rate] ]} +
{Run Hrs/Unitx [Lor Bdn Rate + (Actual Libr Rate x Lior Bdn 78] + Mach Bdn Eate]} = Bdn/Unit
Qity Completed x Burden per Unit = Burden Absorlbed Dollcrs

Burden is the variable overhead associated with production operations, and the Burden account is
used to accumulate accrued burden for a department. Each operation may have labor burden
and/or machine burden depending on how variable overhead is applied. Machine burden is applied
as a machine hour rate; however, labor burden may be applied either as a labor burden rate and/or
as a percentage of direct labor cost.

Example Continuing with the example given earlier, the burden associated with the employee’s
one hour of set-up and one hour of run time is shown in the figure above. (Labor Burden is 10% of
the Labor Rate. The machine burden rate for this work center is 1.00/hour, or 1.50 for the setup
and the run time. Note that the setup burden and run burden are kept separate, as in many cases the
rates will be very different.
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Burden Rate Variance

Burden Rate Variance Calculations

" Operations Accounting Report 10/04/10 1
QAD 10USA
wo ID GL Reference DR Acct Sub-acct CC
Eff Date Tran Nbr Work Order Op Reference ID CR Acct Sub-Acct CC Amount
50010 2287271 Acoustic Trandsucer

10/04 /10 2568 1018 10 2010/5Y5-DBO00000 249 1550 Hech 7.50
W0101004000061 LER-1000: Labor Setup 5120 Mech mfg
2010/5¥5-DBO00000 250 5150 Mech mfg 2.50
Wo101004000062 LER-1001: Labor Rate Var 1550 Mech
2010/5¥5-DB0O00000251 1550 Mech 7.50
wWo101004000063 LER-2000: Labor 5120 Mech mfg
2010/5Y5-DBO0000025 2 5150 Mech mfg 2.50

= : e Var 1550 Mech

2010/5¥S-DBO0D000253 1550 Mech 1.75
w0101004000065 BDN-1000: Burden Setup 5220 Hech mfg
2010/5¥5-DB0O00DD00254 5250 Mech mfg 0,25
W2101004000066 BDN-1001: Burden Rate Wa 1550 Mech
2010/5Y5-DBOO000025S 1550 Hech 1.75
WO101004000067 BDN-2000: Burden 5220 Mech mfg
2010/5Y5-DBO00000256 5250 Mech mfg 0.25
w0101004000068 BDN-2001: Burden Rate Va 1550 Mech

Burden Rate Variances are posted only if burden is calculated as a percentage of labor cost and the
employee pay rate is different than the work center standard.
Calculations
- It is calculated at the time shop floor feedback is reported as:
[(Act Set-Up Bdn - Std Set-Up Bdn) x Act Set-Up Hrs] + [(Act Run Bdn - Std Run Bdn) x Act Run Hrs]
where:
Act Set-Up Bdn = (Act Set-Up Rate x Lbr Bdn%) + Lbr Bdn Rate + (Mach Bdn Rate x Mach/Op)
Std Set-Up Bdn = (Std Set-Up Rate x Lbr Bdn%) + Lbr Bdn Rate + (Mach Bdn Rate x Mach/Op)
Act Run Bdn = (Act Run Rate x Lbr Bdn%) + Lbr Bdn Rate + Mach Bdn Rate
Std Run Bdn = (Std Run Rate x Lbr Bdn %) + Lbr Bdn Rate + Mach Bdn Rate

Note The Burden Rate Variance is normally posted at the same time that labor is posted.
However, if the [N]o flag is set in the Post Variances at SFC field in Work Order Accounting
Control (36.9.11), or Work Order Maintenance (16.1), variance posting will be delayed until Work
Order Receipt (16.11) or Work Order Receipt Backflush (16.12).

Example Because the employee’s pay rate of 7.50 per hour is different than the work center
standard of 5.00 per hour, a burden rate variance is created, as shown in the figure above.
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Burden Usage Variance Calculations

WO101004000069 LER-1000: Labor Setup
2010/5Y5-DEO00000 258

2010,/5Y5-DECOODDDZ59
WO101004000071 LBR-2000: Labor
2010/5Y5-DECOOODDZED
2010,/5Y5-DECO0000261

2010/5Y5-DEOOODD0Z62
WO101004000074 EDN-2000: Burden

5120
5140

W0101004000070 LBR-1002: Labor Usage Va 1550

1550
5120
1550

5240

W0101004000073  EDN-1002: Burden Usage V 1550

1550
5220

Mech
Mech
Mech
Mech
Mech
Mech

Mech
Mech
Mech
Mech

n Operations Accounting Report 10/04/10
QAD 10USA
WO ID GL Reference DR Acct  Sub-Acct CC
Eff Date Tran Hbr work Order Op Reference ID CR Acct Sub-Acct CC Amount
50011 2287272 UTtrasound Array
10/04,/10 2591 1020 10 2010/5Y35-DBODO000257 1550 Mech 7.50

mfg
mfg

2,50

5.00

Burden Usage Variance (Run)
*(1-0.5)x[{(10x200%) +0+(10x 1})] =15 (V)
* DR 6470 (Burden Usage Variance)

* CR 1600 (WIP)

Burden usage variance results if the actual hours do not match the standard hours required on the
routing. The extra burden on those hours is a burden usage variance. This variance applies to
burden calculated by any of the three allocation methods - burden rate, burden percentage, or

machine hours.

Calculations

Burden Usage Variance is calculated at the time shop floor feedback is reported as:

[(Act Set-Up Hrs - Std Set-Up Hrs) x Set-Up Bdn] + [(Act Run Hrs - Std Run Hrs) x Run Bdn]

where:

Set-Up Bdn = (Std Set-Up Rate x Lbr Bdn%) + Lbr Bdn Rate + (Mach Bdn Rate x Mach/Op)

Run Bdn = (Std Run Rate x Lbr Bdn%) + Lbr Bdn Rate + Mach Bdn Rate

« The Burden Usage Variance is normally posted at the same time that labor is posted. However,
if the [N]o flag is set in the Post Variances at SFC field in Work Order Control File (16.24), or
Work Order Maintenance (16.1), variance posting will be delayed until Work Order Receipt

(16.11) or Work Order Receipt Backflush (16.12).

Example From the earlier example because the employee’s actual run time (1.5 hour) does not
match standard run time (1.0 hour), a burden usage variance is created, as shown in figure above as
well as the labor usage variance.Anytime there is a labor variance there will be a burden variance.
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Burden - GL Effect

Burden - GL Effect

Burden Absorption GlTrans Type
DR WIP wo
CR Burden Absorbed
. DR Burden Rate Variance WO
CRWIP
. DRBurden Usage Variance WO
CRWIP

Positive amounts = unfavorable variance;
# ] -
Negative amounts = favorable variance

The credit account is derived from the Dept. record of the
work center being processed

* As with labor rate variances, burden rate variance is not
calcvulated unless actual pay rate is setup in (14.13.21)

The default general ledger entry:
« Debits WIP
« Credits Burden Absorbed

The credit account is derived from the Department record of the work center being
processed

Upon shop floor reporting, burden usage and rate variances are calculated (see following note). If
the variance amount is positive, then it is an unfavorable variance; if the amount is negative, then it
is a favorable variance.

Note The Burden Usage and Rate variances are normally posted at the same time that labor is
posted. However, if the [N]o flag is set in the Post Variances at SFC field in Work Order Control
(16.24), or Work Order Maintenance (16.1), variance posting will be delayed until Work Order
Receipt (16.11) or Work Receipt Backflush (16.12).
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Labor Rate Variances - Summary

Labor Rate Variances

Manufacturing-Related Variances

Vdariance  When Calculated Cavuse
Labor Rate  SFCfeedback (16.20.1), (16.20.2), Difference between actucl
(16.20.3) employee pay rate and WC pay
* Can be deferred until WO elinclasisli
Receipt (146.111/(14.12) based on * View employee pay ratein
WO Accounting Control setting Actual Pay Rate Maint (14.13.21)

or Employes Maint (29.15.1);

* Labor and burden rate view WC rate in WC Maint (14.5)

variances calculated onlyif actual
pay rates have beenset upin
(14.13.21)

Formuia {{ActSet-Up Rate - Std Sef-Up Rate) x Act Sef-Up Hrs] +
{{Act Run Rate - Std REun Rate) x Act Run Hrs]

View in Report Work Order Cost Reporf (16.3.4)
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Labor Burden Rate Variances - Summary

Labor Burden Rate Variances

Manufacturing-Related Variances

Varignce When Calculated Cavuse
Labor Burden Rate SFC feedback (16.20.1), (16.20.2), Equivdlenttelabor rate
16.20.3) variancewithburdenrates

factoredin; caculatedif
burdenrate has also bbeen
calculated as a % of lor cost

* Can be deferred until WO
Receipt (16.11)/(16.12), bcesed on
WO Accounting Control setting

Farmula [{ActSet-Up Bdn - Std Set-Up Ban| x Act Set-Up Hrs] +
[[ActRun Bdn - 5td Run Ban) x Act Run Hrs]

Where:

ActSet-Up Bdn = (ActSet-Up Rafe x LbrBdn%) +

LbrBdn Rate + (Mach Bdn Rate x Mach/Op)
St Set-Up Bdn = {5td Set-Up Rate x LbrBdn%) +

LbrBdn Rate + (Mach Bdn Rate x Mach/Op)
ActRunBdn= [ActRunRote x LbrBdnZ%) +

LbrBdn Rate + Mach Bdn Rate
StdRunBdn = (StdRun Rate x LbrBdn%) +

LbrBdn Rate + Mach Bdn

View in Report Work Order Cost Report {16.3.4)
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Labor Usage Variances

Manufacturing-Related Variances

Vdridnce

When Calculated

Labor Usage

Formula

View in Report

SFCfeedback (16.20.1,16.20.2,
16.203

Can e deferred until WO
Receipt (16.111/(16.12).
based on WO Accounting

Control setting

Caduse

Difference between actudl lbor
hrsreported and the std fime
that should have bbeen
required to complete the
quantityreceived

* View both actual and
earmed hoursin WO Routing
Maintenance [16.13.13)

[[ActSet-upHrs - Std Set-up Hrsl x St Set-Up Rate] +
[{ActRBunHrs - Sid Run Hrs) x StdLbr Rote]

St Run Hrs = Run Hrs /Unit x { Gty Complete + Qty Reject]

Work Order Cost Report (16.3.4)
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Labor Burden Usage Variances - Summary

Labor Burden Usage Variances

Manufacturing-Related Variances

Variance When Calculated Cause
Labor Burden Usage SFCfeedback (16.20.1,16.20.2, Equivalenttolabor usage
16.20.3);0r WO Receipt variance with burden rates
(1611112 factoredin
Formuia [{ActSet-Up Hrs- Std Set-Up Hrs) x Sef-Up Bdn] +
[{ActRunHrs - 5td Run Hrs) x Std Run Bdnj
Where:
Set-UpBdn = {Stcl Set-Up Rate x Lbr Ban®) + Lbr Bdn Ratfe +
{Mach Bdn Rate x Mach/Cp)

RunBdn= (St Run Rate x LbrBadn%] +

LbrBain Rate + Mach Edn Rate
View in Report Work Order Cost Report [16.3.4)
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Activity 7: Work Order Labor Transactions

In This activity you will process a work order to see the affect of non-standard labor rates and non-
standard labor usage. You will see both labor and burden variances calculated. You will see a
subcontract variance and will learn how to read the work order cost report.

1 Use item planning maintenance 1.4.7 for the 50010, set the order quantity to one (1). Verify
the yield is 100%.

2 Review the route for the 50010 Acoustic Transducer use the routing cost report 14.13.14 as
this shows costs as well as operation times. This will verify your setup steps from an earlier
activity.

n Routing Cost Report 09/30/10 16:
QAD 10USA P
wWork Ctr Setup Time Setup cost Setup Eate Lbr Bdn % Lbr Bdn Rate Lbr Burden Total
Machine Order Oty Unit Run Labor Eate Labor Cost Mch per Op Mch Bdn Rate  Mch Burden Burden Subcontract

Routing: 50010

Op: 10 ASSEMELE ULTRASCOUND
1000 1.0 5.00 5.00 10.00% Q.00 1.00
. 1.00 5.00 10,000 1 1.00 2.00 3.00 .00
Op: 15 Subc Attach Elec/Plate
2270 . 0.00 0.00 0.00% Q.00 0.00
. 0.00 0.00 Q0. 000 1 0.00 0.00 0.00 1.00
Op: 20 TEST ACOUSTIC TRAMSDUCER
1040 0.0 Q.00 5.00 10.00% 0.00 Q.50
1.0 1.00 5.00 05,000 1 1.00 1.00 1.50 Q.00
15.000 4,50 1.00

You see that the setup time and run time for operation 10 are both one hour at a rate of
5.00/hour. Operation 15 is a subcontract operation with a cost of 1.00, and operation 20 has no
setup and run time of 1 hour at a rate of 5.00/hour.
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3 Use product structure inquiry 13.6 to review the components, set the level option to one.

n Product Structure Inquiry 09/30
QAD

Farent Item/EOM Code: Q1020 Implantable Ultrasound En

As Of: 093010 Lewvels: Rew:

PCO Wumber : I0: Damaih : Output: PRSE
Lewel Component Item Description Quantity Per UM Ph T Iss
Parent 01020 Implantabhle Ultrasound En
1 50010 Acoustic Trandsucer 1.0 EA
.2 50011 M trasound Array 1.0 EA
.. 3 ado10 Pepared Layered Mat 233.42 4
.. 3 a0011 Oscillator Elements 4.0 EA
.2 a0012 Electrodes 1.0 EA
.2 a0012 Electrodes 1.0 EA
.2 a0012 Electrodes 1.0 EA
.2 a0012 Electrodes 1.0 EA
.2 a0012 Electrodes 1.0 EA
.2 a0012 Electrodes 1.0 EA
1 [Talalele! Probe Housing 1.0 EA
1 051 Microprocessar 1.0 EA
1 0593 Shipping Carton 1.0 EA

4 Use Product Structure Cost report to verify the total GL standard 14.5coat of the 50010 is
96.75

5 Use Actual Pay Rate Maintenance 14.13.21, verify employee 10-EMPO02 has a rate of pay of
5.00.

6 Verify work center 1000, and 1040 each have machine burden rate of 1.00/hour, both setup
and run labor of 5.00/hour and labor burden of 10% and no labor burden rate.

7 Create a work order for one 50010 at site 10-100, set its status at R. Use work order
component check 16.5, you are probably short the 50011 Ultrasound Array. Use receipts
unplanned 3.9 to receive 10 each of the 50011.
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8 Issue the components to the work order, check issue allocated for easy one click issues.
Review the work order cost report 16.3.4, you should see only the material cost of 82.50.

n wWork Order Cost Report 10/06/10
10USA
QAD
work Order: 1025 ID: 2287278 Batch:
Remarks:
Ttem MNumber: 50010 sales/Jab: Oty Ordered: 1.0 Order Date: 10/06/10 STD
Acoustic Trandsucer Quantity Completed: 0.0 kelease Date: 10/06/10
Wl Stat: R Supplier: Oty Rejected: 0.0 Due Date: 10/14/10
Expected Accrued Rate Usage Avg Cost
Accumul ated Cost Variance | Accumulated Variance WVariance Received to
Item Number Quantity (Ref Only) (Ref Only) Cost Posted Posted Finished Goods Balance
50011 1.0 .00 0.00 76.50 0.00 .00 Q.00 76,50
&0012 G6.0 .00 0,00 &.00 0,00 0.00 0,00 &.00
Material Total: .00 0.00 82.50 0.00 .00 Q.00 g2.50
Operation: 10 0.0 .00 0.00 0.00 0.00 .00 Q.00 0.00
Operation: 15 0.0 Q.00 Q.00 Q.00 Q.00 Q.00 Q.00 Q.00
Operation: 20 0.0 .00 0.00 0.00 0.00 0.00 0.00 0.00
Labor Total: Q.00 Q.00 Q.00 Q.00 Q.00 Q.00 Q.00
Operation: 10 0.0 .00 0.00 0.00 0.00 .00 Q.00 0.00
Operation: 15 0.0 .00 0,00 0.00 0,00 0.00 0,00 0,00
Operation: 20 0.0 .00 0.00 0.00 0.00 .00 Q.00 0.00
Burden Total: .00 0,00 0.00 0,00 0.00 0,00 0,00
Operation: 10 0.0 .00 0.00 0.00 0.00 .00 Q.00 0.00
Operation: 15 0.0 .00 0.00 0.00 0.00 0.00 0.00 0.00
Operation: 20 0.0 .00 0.00 0.00 0.00 .00 Q.00 0.00
Subcontract Total: .00 0,00 0.00 0,00 0.00 0,00 0,00
WO Subtotal: .00 0,00 82.50 0.00 0.00 O.00 82.50
- 5td Cost Rowd: o.
- Scrapped: .
- Mthd Chg var: a.
Balance:
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Use labor feedback by work order 16.20.1, for your work order at operation 10, and employee
10-EMPO02. For operation 10 report one unit complete, charge one hour setup and 1.5 hours
run time. The box Move Next Operation, should default to checked, if not check it. This will
move the work order to the subcontract operation.

Note The training system has the default time indicator set to hours and minutes. You may
change it to decimal hours by changing the time indicator in Shop Floor Control 16.20.24.

Note Labor feedback has electronic signatures enabled. Use, User ID gmi (or whatever you
used to log onto the training database, and for Reason Code use active employee.

Review the work order cost report.

You see the expected cost, for labor and burden at operation 10 and the accrued usage variance
for both as a result of charging an extra half hour run labor at the operation.

n Work Order Cost Report 10/06/1
10Usa
QAD
work Order: 1025 ID: 2287278 Batch:
Remarks:
Item Number: 50010 Sales/dob: Oty Ordered: 1.0 Order Date: 10/06/10 STD
Acoustic Trandsucer Quantity Completed: 0.0 Release Date: 10/06/10
Wl Stat: R Supplier: Oty Rejected: 0.0 Due Date: 10/14/10
Expected Accrued Eate Usage Avg Cost
Accumul ated Cost Variance Accumulated Wariance Wariance Received to
Item Mumber Quantity (Ref Only) (Ref Only) Cost Posted Posted Finished Goods Balance
50011 1.0 0.00 0.00 76.50 0.00 0.00 0,00 7E6.50
B0012 6.0 Q.00 0.00 6.00 Q.00 0.00 0.00 &.00
Material Total: Q.00 0.00 82.50 Q.00 0.00 0.00 82.50
Operation: 10 1.0 10.00 2.50 12.50 0.00 2.50 0,00 10.00
Operation: 15 0.0 Q.00 0.00 0.00 Q.00 0.00 0.00 0.00
Operation: 20 0.0 Q.00 0.00 0.00 Q.00 0.00 0.00 0.00
Labor Total: 10.00 2.50 12.50 Q.00 2.50 0.00 10.00
Operation: 10 1.0 3.00 Q.75 3.75 Q.00 0.75 0.00 3.00
Operation: 15 0.0 Q.00 0.00 0.00 Q.00 0.00 0.00 0.00
Operation: 20 0.0 Q.00 0.00 0.00 Q.00 0.00 0.00 0.00
Burden Total: 3.00 0.75 3.75 0.00 0.75 0,00 3.00
Operation: 10 0.0 Q.00 0.00 0.00 Q.00 0.00 0.00 0.00
Operation: 15 0.0 Q.00 0.00 0.00 Q.00 0.00 0.00 0.00
Operation: 20 0.0 Q.00 0.00 0.00 Q.00 0.00 0.00 0.00
Subcontract Total: Q.00 0.00 0.00 Q.00 0.00 0.00 0.00
WO Subtotal: 13.00 3.25 98.75 Q.00 3.25 0.00 95.50
- Std Cost Rowd: 0.00
- Scrapped: 0.00
- Mthd Chg var: 0.00
Balance: | 95 .50 |
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Use Operation Transaction Detail Inquiry 16.20.13.9 to see how these labor charges have been

booked.

aL Reference
Eeference ID
2010,/5vS-DBEOOOO00 253
wWO10100a000001

2010/5v5-DEOOODO0 284
WO 10100 a00000 2

2010/5v5-DEOOODD0 285
WI101006000003

2010,/5v5-DBOOO0OD0 286
WO 10100 a000004

2010/5v5-DEOOOOOO 287
Wl 10100e000005

2010/5v5-DEOOODOO 288
WO 10100 a00000 6

Amount
5.00

sl 1ransde e idris

DR Acct  Sub-fcoct CC

CR Acct  Sub-fcct CC
1550 Mech

5120 Mech nifg
1550 Mech

5120 Mech nifq
5140 Mech nitg
1550 Mech

1550 Mech

5220 Mech nifg
1550 Mech

5220 Mech nifg
5240 Mech nifg
1550 Mech

Project
Project

Account 1550 is the WIP account 5120 is Labor absorbed, 5140 is labor usage variance and

5240 is burden usage variance.

10 Use labor feedback by work order 16.20.1 for your work order at operation 15, and employee
10-EMPO02. For operation 15 report one unit complete, and charge no time, this is an outside
process. The box Move Next Operation, should default to checked, if not check it. This will

move the work order to operation 20.
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11 Review the work order cost report. You should see the subcontract cost at operation 15 of 1.00
and a variance of -1.0. Because you do not have a PO and PO receipt to cover the vended
operation the system thinks you got the operation for free. Note the standard cost of the
operation has been added to the total.

n Work Order Cost Report 10/06/1
10USA
QAD
work Order: 1025 ID: 2287278 Batch:
Remarks:
Item Wumber: 50010 Sales/Job: Oty Ordered: 1.0 Order Date: 10/06/10 STD
Acoustic Trandsucer Quantity Completed: 0.0 Eelease Date: 10/06/10
WO Stat: R Supplier: Oty Rejected: 0.0 Due Date: 10714710
Expected Accrued Rate Usage Avg Cost
Accumulated Cost WVariance Accumulated Wariance Wariance Received to
Ttem Humber Quantity (Ref Only) (rRef Only) Cost Posted Pasted Finished Goods Ealance
50011 1.0 0.00 0.00 76.50 0.00 0.00 0.00 76.50
a0012 6.0 0.00 0.00 6.00 0.00 0.00 0.00 6.00
Material Total: 0.00 0.00 82.50 0.00 0.00 0.00 82.50
Operation: 10 1.0 10.00 2.50 12.50 0.00 2.50 0.00 10.00
Operation: 15 1.0 .00 0.00 0.00 0.00 0.00 0.00 0.00
Operation: 20 .0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Labor Total: 10.00 2.50 12.50 0.00 2.50 0.00 10.00
Operation: 10 1.0 3.00 Q.75 3.75 0.00 0.75 0.00 3.00
Operation: 15 1.0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operation: 20 .0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Burden Total: 3.00 Q.75 3.75 0.00 0.75 0.00 3.00
Operation: 10 .0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operation: 15 0.0 1.00 -1.00 0.00 0.00 -1.00 0.00 1.00
Operation: 20 .0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Subcontract Total: 1.00 -1.00 0.00 0.00 -1.00 0.00 1.00
WO Subtotal: 14.00 2.25 98.75 0.00 2.25 0.00 96.50
- 5Std Cost Rowd: .00
- Scrapped: 0.00
- Mthd Chg var: 0.00
Balance: 96.50

Use Operation Transaction Detail Inquiry 16.20.13.9 to see how these charges have been
booked. Account 5440 is subcontract usage variance.

a/L Transactions

aL Reference DR Acct Sub-Acct CC Project
Reference ID Amount CR Acct Sub-Acct CC Project
2010,/5v5-DEOOOOOD289 1.08 1550 Mech
Wo101006800000 7 5440 Mech

12 Employee 10-EMPO02 has been given a pay increase. Use Actual Pay Rate Maintenance
14.13.21 to change the employees pay rate to 7.50.

13 Use labor feedback by work order 16.20.1 for your work order at operation 20, and employee
10-EMPO2. For operation 20 report one unit complete, and charge one hour run time. The box
Move Next Operation should default to unchecked, as there are no more operations. If it is
checked uncheck it.
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14 Review the work order cost report. You should see the labor and burden costs for operation 20.

n Work Order Cost Report 10/06/1
10USA
QAD
wWork Order: 1025 ID: 2287278 Batch:
Remarks:
Item Mumber: 50010 Sales/Job: Oty Ordered: 1.0 Order Date: 10/06/10 STD
Acoustic Trandsucer Quantity Completed: 0.0 Eelease Date: 10/06/10
WO Stat: R Supplier: Oty Rejected: 0.0 Due Date: 10/14/10
Expected Accrued Eate Usage Avg Cost
Accumul ated Cost Variance Accumulated Variance Variance Receiwved to
Item Mumber Quantity (Ref Only) (Ref Only) Cost Posted Posted Finished Goods Balance
50011 1.0 0,00 0,00 F6.50 0.00 0,00 0.00 76.50
a0012 6.0 0.00 0.00 6,00 Q.00 0.00 0.00 6.00
Material Total: 0,00 0,00 82.50 0.00 0,00 0.00 82.50
Operation: 10 1.0 10.00 2.50 12.50 Q.00 2.50 0.00 10.00
Operation: 15 1.0 0.00 0. 00 0.00 0.00 0. 00 0.00 0.00
Operation: 20 1.0 5.00 2.50 7.50 2.50 0.00 0.00 5.00
Labor Total: 15.00 5.00 20.00 2.50 2.50 0.00 15.00
Operation: 10 1.0 3.00 0.75 3.75 Q.00 0.75 0.00 3.00
Operation: 15 1.0 000 0,00 0,00 Q.00 0,00 0.00 0.00
Operation: 20 1.0 1.50 0.25 1.75 Q.25 0.00 0.00 1.50
Burden Total: 4.50 1.00 5.50 0.25 0.75 0.00 4,50
Operation: 10 .0 0.00 0.00 Q.00 Q.00 0.00 0.00 0.00
Operation: 15 .0 1.00 -1.00 Q.00 Q.00 -1.00 0.00 1.00
Operation: 20 .0 0.00 0.00 Q.00 Q.00 0.00 0.00 0.00
Subcontract Total: 1.00 -1.00 Q.00 Q.00 -1.00 0.00 1.00
WO Subtotal: 20.50 5.00 108.00 2.75 2.25 0.00 103.00
- 5td Cost Rowd: 0.00
- Scrapped: 0.00
- Mthd Chg var: 0.00
Balance:

You now see a rate variance as the actual pay rate is greater than the standard. You also see the
corresponding burden variances.

a/L Transactions
aL Reference DR Acct  Sub-Acct CC Project
Reference ID Amount CR Acct  Sub-Acct CC Project
2010,/5v5-DEODOO00 290 7.50 1550 Mech
W210100a000008 5120 Mech nifg
2010,/5v5-DEODOOO0291 2.50 5150 Mech nifg
WO 1010068000009 1550 Mech
2010,/5v5-DEODOOO0292 1.75% 1550 Mech
W210100a000010 5220 Mech nifg
2010,/5v5-DEOOOOODZ93 0.25 5250 Mech nifg
W10100a000011 1550 Mech

Account 5150 is labor rate variance and 5250 is burden rate variance.
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15 Receive and close the work order.

Review the work order cost report.

n Work Order Cost Report 10/06/1]
10USA
QAD
work Order: 1025 ID: 2287278 Batch:
Remarks:
Item Humber: 50010 Sales/Job: Oty Ordered: 1.0 Order Date: 10/06/10 STD
Acoustic Trandsucer Quantity Completed: 1.0 Eelease Date: 10/06/10
W Stat: C Supplier: Oty Rejected: 0.0 Due Date: 10/14/10
Expected Accrued Rate Usage Mg Cost
Accumul ated Cost Variance Accumulated Wariance Wariance Received to
Item Mumber Quantity (Ref Only) (Ref Only) Cost Posted Posted Finished Goods Balance
50011 1.0 76.50 0.00 76.50 0.00 0.00 0.00 76.50
B0012 6.0 6.00 0.00 6.00 0.00 0.00 0.00 6.00
Material Total: 82.50 0.00 g2.50 0.00 0.00 0.00 g2.50
Operation: 10 1.0 10.00 2.50 12.50 0.00 2.50 0.00 10.00
Operation: 15 1.0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operation: 20 1.0 5.00 2.50 7.50 2.50 0.00 0.00 5.00
Labor Total: 15.00 5.00 20.00 2.50 2.50 0.00 15.00
Operation: 10 1.0 3.00 0.75 3.75 0.00 Q.75 0.00 3.00
Operation: 15 1.0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operation: 20 1.0 1.50 0.25 1.75 0.25 0.00 0.00 1.50
Burden Total: 4,50 1.00 5.50 0.25 Q.75 0.00 4.50
Operation: 10 0.0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operation: 15 0.0 1.00 -1.00 0.00 0.00 -1.00 0.00 1.00
Operation: 20 0.0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Subcontract Total: 1.00 -1.00 0.00 0.00 -1.00 0.00 1.00
WO Subtotal: 103.00 5.00 108.00 2.75 2.25 0.00 103.00
- 5td Cost Rowd: -96.75
- Scrapped: 0.00
- Mthd Chg var: 0.00
Balance: 6,25

The work order status is now C, closed. You have received the GL standard credit to WIP of
96.75 and the debit to inventory in the same amount. The 6.25 is the total of rate and usage
variances and will book to the respective variance accounts. The 1.00 is still in the work center
record and will be written to the cost of production account.

The work order close does not create any operation transactions. It does create inventory
transactions as seen in Transaction Detail Inquiry 3.21.1. The debit to inventory and credit to

WIP.

Debit Acct:
Cr Account:
Amount:

GL Reference:

RCT-W0
1500 Mech
1550 Mech
96.75 Feference ID: TC101006000003
2010, A0RCTODOO000 20

16 For purposes of this activity only Employee 10-EMP02 has had their pay increase rescinded.
Use Actual Pay Rate Maintenance 14.13.21 to change the employees pay rate back to 5.00.
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17 Run Work Order Accounting Close for your order. Review the report of this transaction.

n Work Order Accounting Close 10/
10USA
QAD
wark Order ] Item Number Site Oty Ordered Qty Completed Gty Rejected 50/Job Project Eff Date
1025 2287278 50010 10-100 1.0 1.0 .0 10,/06,/10
Acoustic Trandsucer

Eeference ID Type DR Acct  Sub-Acct CC Description Cr Acct  Sub-Acct CC Description

Amount
IC101006000004 Method Change BROD Mech Method wariance 1550 Mech Inventory WIP

6,25

You see the 6.25 total in variances have been credited to WIP and debited to method change
variance 6800.

18 Use 1.4.9 Item Cost Maintenance; compare the GL cost with the current cost. What has
happened? Based on the control setting the current cost has been updated to reflect the actual
costs of the order just closed.

This completes the work order process. You have seen labor usage and rate variances and the
corresponding burden variances. The subcontract variance is a usage variance due to the lack
of a purchase order to cover the cost and receipt of the item. Had there been a PO that charged
a different price than the 1.00 standard you would have seen a purchase price variance (PPV).
If, for example, the vendor had damaged the piece beyond repair, (or somehow returned more
than you sent) you would see a subcontract usage variance.
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Subcontract - GL Effect

Subcontract - Gl Effect

Subcontract PO Receipt GLTrans Type
DR Cost of Production (COP) IC
CR PO Receipts

Issue to WIP
DR WIP WO
CR Cost of Production

* DR Subcontract Rate Variance WO

CRWIP

= Positive amounts = unfavorable variance
Negative amounts = favorable variance

If purchase order, of type “$,” does not reference a
work order, then subcontract amount stays in COP

Along with material issues, labor, and burden, there is one other source of cost on a work order -
subcontract cost, which is the cost that an external supplier charges for processing a manufacturing
operation for you. We saw this earlier, when we discussed purchasing, but let’s quickly review it
again here.

« The materials are received on a purchase order and the actual cost accrued (credit PO
Receipts). Because the PO is flagged as Subcontract, the cost is posted to Cost of Production
(debit).

If the purchase order receipt transaction specifies a valid work order and operation, then
this transaction is processed to issue the materials to WIP

 The actual cost is taken out of the Cost of Production account (credit) and put into WIP (debit)
where it belongs

 Then the actual cost on the PO is compared to the standard (frozen) subcontract cost specified
on the work order routing. If there is a difference, it is posted as a Subcontract Rate Variance.
The amount is:
(Subcontract PO Unit Rate - Subcontract Frozen WO BOM Unit Cost) x Qty Received

 Upon work order receipt, the total standard cost less overhead is subtracted from WIP and
posted to inventory

« Upon Work Order Accounting Close:

« All Material and Subcontract Usage Variances are subtracted from WIP and posted to
work order usage variance

« Any cost remaining in WIP is posted to work order Method Change Variance
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Vdriance

When Calcvulated

Subcontract Rate

Formula

Subcontract Usage

Farmula

POReceipt (5.13.1)

* Calculated onlyif WO
number and cperation
are specified

Subcontracti-Related Variances

Cavuse

Difference between actual
subcontractrate (PO price) and
thesubcontractrate enteredin
the routing detail

o View both actual and standard
subcontract ratesinReceipt
Trarmsactions Report (5.%.14)

(Subconfract PO Unit Rate - Subcontfract Frozen WO BOM Unit

Rate] x Oty Recelved

WO Accounting Close
(16.21)

Difference between the
subconfracted gquantitiesreceived
and the work order guantity
completed. This variance canbe
due to vield differences, rework
requirernents, etc.

[Gity Rovdon PO - (Qty Complete + Oty Reject]] x Subcontract

Frozen WO BOM Unit Ratfe

Subcontract Rate Variance

On subcontract purchase orders, there are no Purchase Price Variances (PPV). Instead of PPV,

QAD Enterprise Applications debits the Subcontract Rate Variance account.

The total amount posted as Subcontract Rate Variance is:

(Subcontract PO Unit Cost - Subcontract Frozen WO BOM Unit Cost) x Qty Received

Where subcontract WO BOM unit rate is the rate entered in Routing Maintenance (14.13.1)

Subcontract Usage Variance

This variance is generated upon Work Order Accounting Close (16.21), and tracks the difference
between the quantity invoiced on a subcontract PO and the quantity completed in work in process.

The total amount posted as Subcontract Usage Variance is:

[Qty Received on PO - (Op Qty Complete + Op Qty Reject)] x Subcontract Frozen WO BOM Unit Cost
 Any cost remaining in WIP is posted to work order Method Change Variance

MNQAD



78  Training Guide — Work Order Costing

PIQAD

MQAD

Work Order Topics

Introduction

Work Order life
Cycle

Work Order Cost
Report

Information
Sovurces

Y WO Maintenance
Screen

¥ Component lssues

v WIP Material Cost
Revaluation

¥ Floor Stock

¥ Intersite Transfers/Multi-
site Component Issues

¥ Labor Reporting

* Work Order Receipts

* Non-Std Work Orders

* WO Accounting Close
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‘Work Order 1020

Remarks:

Open Quantity:

Conversion

UM

Remarks:

Close

Document
Quantity:|
UM:|

Scrapped Oty |
|EA

UM Canversion:|

‘Work Order: 1020

ltem Number: 50011

EA

Je

WO Receipt

Description: Ultrasound Aray

1.0000

1.0000

© D222

0o

0.0

ID: 22gve7e

®)  Site:10:100

Effectre: 10/6/2010
Batch:
Lot/Serial Control:
W Stat R

Automatic Lot Numbers:

Site:| 10-100
Location: | 020
LotSenal
Reference:
ulti Entry
Set Attributes:

Total Units

® UMEA

UM: EA

0o

Once items have passed through all of the manufacturing operations, the finished units are

received into stock either by using Work Order Receipt (16.11), or Work Order Receipt Backflush

(16.12).
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Transactions Detail

WO Receipt - Transactions Detail

n Transactions Detail Inquiry 10/06,
QAD
Transaction: 28140 Display E-Signature Details: Yes Output: PAGE

E-Signature Details sss=sssssssss==

Category: InvTran
This data i1s currently unsigned X
End of e-signature details

Tran Nbr: 23140 Order: 1020 2287272
Trans Type: RCT-wO Revision: O
Date: 10/06/10 Ttem Number: 50011
Time: 15:15 Description: Ultrasound Array
Effective Date: 10/06/10 Unit of Measure: EA
Remarks: Address:
User ID: gmi Name:
Program: woworc, p 50/Job:
Currency: UsSD Ship Type:
Qty Change: 1.0 Price: 76.50
shipper Number: MC:
Ship Date:

Inventory Data

Site: 10-100 Begin Balance: 11.0
Location: 020 Quantity Change: 1.0
Lot/Serial: Qty Short: 0.0
Inv Status: Y-y=Y Begin Loc Bal: 11.0
Supplier Lot: Loc Qty Change: 1.0
Grade/Assay : Expire Date:
Reference: Batch:
Cost Data
Material : 24.00 Overhead: 20.00
Labor: 25.00 Subcontract: 0.00
Burden: 7.50 Cost Total: 76,50
RCT-W0
Debit Acct: 1500 Mech
Cr Account: 1550 Mech
Amount: 76.50 Reference ID: IC101006000017

GL Reference: 2010/WORCTOOC000022

Work order receipt generates two GL transactions.

« First, it increases Inventory (debit) and decreases WIP (credit) for the total standard GL cost
(including overhead) of the finished item at that site

- We removed the total standard cost of the item from WIP, including this-level overhead. But
this-level overhead was not posted to WIP, so if we stopped here, our subsequent variance
calculations would be incorrect. So, in a second GL transaction, this-level Overhead amount is
put back into WIP (debit) and absorbed by posting it to the Overhead Applied account (credit).
This ensures that usage and method variances are not created for overhead amounts.

As with other transactions, for ease of audit, the GL transaction is identified as a type 1C with the
description set to RCT-WO followed by the work order number. The corresponding inventory
transaction is identified as type RCT-WO as well.

Note Finished items may be received into a site other than the work order site. When this
happens, the system still processes the receipt into the work order site. Then it processes an
inventory transfer.
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Work Order Receipt - GL Effect

WO Receipt - Gl Effect

Receipt GLTrans Type
DR Inventory IC
CRWIP
DR WIP IC

CR Overhead Applied

» The default general ledger entry:
Debits Inventory
Credits WIP
Debits WIP
Credits Overhead Applied
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Work Order Receipt - Reject Costing

WO Receipt - Reject Costing

| Work Order Receipt |

# GoTo =
otk Order 1019

Actions =

‘Work Order: 1019
Remarks:

Item Number. 50010

® ID:22872n

Diescription; Acoustic Trandsucer

| Copy *| (0 Print v Preview | # Attach

ID: 22a7am

) Ske10400

) UMEA

Effectry

Eat

LoySerial Contr|
WO St

W ork Orclers vs Repefitive

o In Work Orders, Quantityis the
quanfity of Good units; in
Repefiitive, youreport the fotal

Open Quantity: Autornatic Lot Numbe processed (GOOCI + BCICI;I
Documant * In Work Orders, rejects are scrapped
Ovanity 0 | sie[1aq Gt their  completedcost;in
il e Repetitive, rejecfg are ‘
e, — — scrappedat their operation cost
Scrapped Oty: 10 | Reference: | 2
UM EA : Multi Entry:
UM Canversion: 1.0000 SetAttnbutes
Total Units: 0.0
i ¢ Used for product lost in process
ase! * The guantitylost can bbe reported as Scrapped Qtyin the Work Order
Recelpt functionandwritten off to the scrap account

The following pages provide a brief review of “reject” costing and “loss” costing (yield percent) -
which were discussed in detail on Reject and Loss Costing - as they pertain to Work Order Receipt
(16.11).

In reject costing, you may report scrap in Work Order Receipt (16.21) (shown in the figure above)
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Transactions Detail (Reject Costing)

WO RECEipf—Transacﬁons Detail (Reject Costing)

n Transactions Detail Inquiry 10/06,
QAD
Transaction: 28141 Display E-Signature Details: Yes Output: PAGE
E-Sig € Details
Category: ImvTran
This data is currently unsigned
End of ignature details
Tram Hbr: 26141 Order: 1019 2287271
Trans Type: RCT=wWO0 Revision: O
Date: 10/06,/10 Ttem Number: 50010
Time: 15:28 Description: Acoustic Trandsucer
Effective Date: 10/06/10 Unit of Measure: EA
Remarks: Address:
User ID: gmi ame ¢
Program: wowore.p 50/J0b:
Currency: USD Ship Type:
ity Change: 4.0 Price: 96.75
Shipper Number: IMC:
Ship Date:
Imventory Data
Site: 10-100 Begin Balance: 5.0
Location: Q20 Quantity Change: 4.0
Lot/Serial : Oty Short: 0.0
Inv Status: ¥Y-Y-Y Begin Loc Bal: 5.0
Supplier Lot: Loc Gty Change: 4.0
Grade,/Assay Expire Date:
Reference: Batch:
Cost Data
Material @ 27.00 Owerhead: 20.00
Labor: 37.50 Subcomtract: 1.00
Burden: 11.2% Cost Total: 96.75
RCT-W0
Debit Acct: 1500 Mech
Cr Accoumt: 1550 Mech
Amount: 387.00 Reference ID: IC101006000018
GL ference: 2010/WORCT 3
RICT-WO

Debit Acct: 6000 Mech
Cr Account: 1550 Mech
Amount: 96,75
GL Reference: 2010/5Y5-DBODO00OD259

- Upon completion of production, Inventory is debited the actual quantity of good units
(standard quantity - scrapped quantity) x GL cost (see RCT-WO in figure above)

Reference ID: IC101006000019

(Qty Complete - Scrapped Qty) x GL Cost
(5-1) x 96.75 = 387.00

« Scrapping is booked by crediting for the number of scrapped units x
(GL cost - overhead), and debiting the Scrap account for the same amount (see RICT-WO in
figure above)

Number of Scrapped Units X (GL Cost - Overhead)
1x(96.75-0) = 96.75
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Work Order Receipt - Loss Costing

WO Receipt - Loss Costing

|Woxk Order Receipt ?!
® GoTo = ¢ Aclons | | Copy =| &5 Print 3 Preview | & stlach
‘wodk Oider 1017 ™) ID:2287263 (% Stel0-100 ™) UMEA
“Work Order. 1017 1D 2287269 Effectve; 10/6/2010
Remarks: Batch
lterm Number: 50010 Lot{Senal Conirol: LIk EA
Description: Acoustic Trandsucer WO Stat R
| Open Quantity: 5.0 | Automatic Lot Mumbees:
Document:
|Ounn|ny 40 | Site:| 10-100 2
UM EA B Location: | 020
Conversion: 1.0000 Lot/Serial
| Scrapped Oty: 00 | Ftel'erence"\ Bl
UM:|EA ye hulti Entry:
LM Convarsion 1.0000 SetAtnbutes:
Total Units: 40
Remarks:
Close:

Starting awork order with a guantity of 5 and completing 4 willleave 1 unit of
compenents, olus any labor and burden expendead, in WIF ot completion.

In loss costing (yield %), a standard yield factor has been added to the item such that the “standard
yield cost is built into the cost of each unit. In this case when you complete more units or fewer
units than standard quantity, you do not report scrap at work order receipt. See the class Product
Costing for a detailed discussion of Loss Costing (yield %).

The Work Order Accounting Close (16.10), calculates the usage variances
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Activity 8: Scrap at Work Order Receipt

In this you will process a work order and scrap some a unit at work order receipt. To demonstrate
an additional function you will use work order receipt backflush. You will not process any labor
transactions so you will see all labor booked at standard based on the backflush quantity. So the
costs will look familiar you will use the 50010 as in the previous activity.

1 Create a work order for two of the 50010 at site 10-100, set the status to R. As you are using a
backflush transaction, do not issue components.

You've had a bad day in manufacturing and one of the units has been damaged beyond repair.

2 Use Work Order Receipt Backflush 16.12 for your order. Note in the header the system has
defaulted the Receive and Backflush boxes with a check mark. This indicates you are going to
both receive the finished units and backflush the components required for that number of items
with this one transaction. Leave both boxes checked.

In the body of the form note the open quantity of 2. In the quantity field enter 1, and in the
Scrapped Qty. field enter 1. Close the order, check the close box. After the system shows you
the item being received a screen appears that asks how may units worth of components do you
many to backflush. The system defaults to the open order quantity. As you have used all the
components leave the quantity at 2. The following screens are the component issue screens
and are processed the same way.

3 Review the work order cost report.

n Work Order Cost Report 10/06/10
QAD 10UsA
work Order: 1027 ID: 2287281 Batch:
Remarks:
Item Number: 50010 sales/loh: Oty Ordered: 2.0 Order Date: 10/06/10 STD
Acoustic Trandsucer Quantity Completed: 1.0 Release Date: 10/06/10
WO Stat: © Supplier: Oty Rejected: 1.0 Due Date: 10/14/10
Expected Accrued Rate Usage fwyg Cost
Accumulated Cost variance Accumulated Wariance warijance Received to
Item Number Quantity (rRef Only) (Ref Only) Cost Posted Posted Finished Goods Ealance
50011 2.0 153.00 0,00 153.00 0.00 0.00 Q.00 153.00
&0012 12.0 12.00 0,00 12.00 0.00 0.00 Q.00 12.00
Material Total: 165.00 Q.00 165.00 0.00 0.00 Q.00 165.00
Operation: 10 0.0 .00 Q.00 Q.00 0.00 0.00 Q.00 0.00
Operation: 15 Q.0 Q.00 Q.00 Q.00 Q.00 Q.00 Q.00 Q.00
Operation: 20 Q.0 Q.00 Q.00 Q.00 Q.00 Q.00 Q.00 Q.00
Labor Total: Q.00 0.00 0.00 0.00 Q.00 0.00 0.00
Operation: 10 0.0 .00 Q.00 Q.00 0.00 0.00 Q.00 0.00
Operation: 15 0.0 .00 Q.00 Q.00 0.00 0.00 Q.00 0.00
Operation: 20 0.0 .00 Q.00 Q.00 0.00 0.00 Q.00 0.00
Burden Total: Q.00 0,00 Q.00 0.00 0.00 Q.00 0.00
Operation: 10 0.0 .00 Q.00 Q.00 0.00 0.00 Q.00 0.00
Operation: 15 0.0 .00 Q.00 Q.00 0.00 0.00 Q.00 0.00
Operation: 20 0.0 .00 Q.00 Q.00 0.00 0.00 Q.00 0.00
Subcontract Total: .00 Q.00 Q.00 0.00 0.00 Q.00 0.00
Wl Subtotal: 165.00 0,00 165,00 0.00 0.00 Q.00 165.00
- 5td Cost Rowd: -96.75
- Scrapped: -96.75
- Mthd Chg var: 0.00
Balance: -28.50

You see that the order has been charged with two sets of components and credited with the GL
cost of the one unit received, and the cost of the one unit scrapped. There are not yet any labor
charges.
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4 Run work order accounting close, and review the report.

n Work Order Accounting Close
QAD 10USA
wWork Order i Item Humber Site Gty Ordered Oty Completed Gty Rejected 50/Job Project E
w27 2e@ras1 seew0 -0 20 o 1o 1
Acoustic Trandsucer
Reference ID  Type DR Acct Sub-Acct CC  Description Cr Acct  Sub-Acct € Description
Amount
WO101006000019 WO-CLOSE 1550 Mech Tnventory WIP 5120 Mech  mfg Labor Absorbed
W0101006000020 '-\'(.)—CLOSE 1550 Mech Inwventory WIP 220 Mech wfg Burden Absorbed
W0101006000021 '-\'(.)—CLOSE 1550 Mech Inwventory WIP 5120 Mech mfg Labor Absorbed
W0101006000022 '-\'(.)—CLOSE 1550 Mech Inwventary WIP 5120 Mech mfg Labor Absorbed
'-\DlCllODGGODDBlE'{]EgLDSE 1550 Mech Inwventary WIP 5220 Mech mfg  Burden Absorbed
W010100 6000024 '-lw.'(.:lEgLOSE 1550 Mech Inwventory WIP 220 Mech wfg Burden Absorbed
WO101006000025 WO-CLOSE S Mech Subcontract Usage Wa 1550 Mech Inwventory WIF
IC101006000016_;£g0d Change GE00 Mech Method wariance 1550 Mech Inwventary WIP

The labor and burden charges have now been made, and the subcontract and method variance.
The work order cost report now looks like this.

n Work Order Cost Report 10/06/10
QAD 10USA
work Order: 1027 ID: 2287281 Batch:
Remarks:
Item Mumber: 50010 sales/Job: Oty Ordered: 2.0 Order Date: 10/06/10 STD
Acoustic Trandsucer . Quantity Completed: 1.0 Release Date: 10706710
Wl Stat: C Supplier: Oty Rejected: 1.0 Due Date: 10/14/10
Expected Accrued Eate Usage Ayvg Cost
Accumul ated Cost Wariance Accumulated Wariance Wariance Received to
Item MHumber Quantity (Ref Only) (Ref Only) Cost Posted Posted Finished Goods Balance
50011 2.0 153.00 Q.00 153.00 0.00 0.00 0.00 153.00
60012 12.0 1z2.00 Q.00 12.00 0.00 0.00 0.00 12,00
Material Total: 165.00 Q.00 165.00 0.00 0.00 0.00 165.00
Operation: 10 .0 0.00 Q.00 .00 0.00 0.00 0.00 0.00
Operation: 15 .0 0,00 0,00 0.00 0,00 0,00 0.00 0,00
Operation: 20 .0 0.00 Q.00 .00 0.00 0.00 0.00 0.00
Labor Total: 0.00 Q.00 .00 0.00 0.00 0.00 0.00
Operation: 10 0.0 0,00 0.00 0.00 0.00 0,00 0.00 0,00
Operation: 15 .0 0.00 Q.00 .00 0.00 0.00 0.00 0.00
Operation: 20 Q.0 Q.00 Q.00 Q.00 Q.00 Q.00 0.00 Q.00
Burden Total: 0.00 Q.00 .00 0.00 0.00 0.00 0.00
Operation: 10 .0 0.00 Q.00 .00 0.00 0.00 0.00 0.00
Operation: 15 .0 0.00 Q.00 .00 0.00 0.00 0.00 0.00
Operation: 20 .0 0.00 Q.00 .00 0.00 0.00 0.00 0.00
Subcontract Total: 0.00 Q.00 .00 0.00 0.00 0.00 0.00
WO Subtotal: 165.00 Q.00 165.00 0.00 0.00 0.00 165.00
- Std Cost Rowd: -96.75
- Scrapped: -96.75
- Mthd Chg Var: 0.00
Balance: -28.50

Why is there a 6.00 method change variance on this order? Because you made two on one order
and the standard order quantity is one. Setup time is only charged once per order, while run time is
per piece. This order saved 5.00 in setup labor and 1.00 in setup machine burden.
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Work Order Topics

Introduction

Y WO Maintenance
Screen

Work Order life
Cycle

¥ Component lssues
v WIP Material Cost

Work Order Cost | ~=vlvafion
Report ¥ Floor Stock

¥ Intersite Transfers/Multi-
site Component Issues

Information ¥ Labor Reporting
Sources v Work Order Recelipts
* Non-$td Work Orders

* WO Accounting Close
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Non-Standard Work Orders

Non-Standard WO: Rework

Work Order Maintenance "
® GoTo *  Actions ~| | Copy ~| (5 Frint x| Preview | & Atach
\Work Oider1028 &) ID:2287283 &) ltem Number 50011
‘Work Order. 1028 ID: 2287263
Item Mumber. 50011 Ultrasound Asray
Site: 10-100
Quantity Ordered: 2.0 Order Date:| 10/6,/2010 -
Cuantity Completed 00 Release Date: 10/6/2010 -
Oty Rejected 0o Due Date:| 10/6/2010 -
Stertus=
Allocated =
e SalesfJob e Routing Code | el
Supplier e BOM/Fomula Code:
‘ield Percent | 100.00%

Used to repair rejected itermns

Allwvalue added to rework crders (material & laber) are expensed as
Varances

Rework

Rework is used to repair items and uses the same calculations for variances as normal work orders.
However, repair work orders have only one component, the item itself. Therefore, if 10 units of an
item are to be reworked, then 10 are issued at standard to WIP, and if 10 are received as good items
to stock, they will relieve WIP at standard. This will leave material issued and labor in WIP, which
will be expensed as variances:

» Unrepairable units should be recorded as Scrap in the receipt, so they are written off to scrap
« All value added to rework orders are expensed as variances
Note Use unique work order numbers for reworks and reclassify variances by journal entry (for

labor and burden). Material variances can be redirected by changing accounts in Work Order
Maintenance (16.1). Perform Work Order Accounting Close separately for these work orders.

Expense

Expense work orders (Type E) are used for non-inventory jobs, such as engineering prototypes or
design projects. They are tracked by a work order so costs can be accumulated. Usually a special
GL account and project code are entered.

» Expense work orders are normally not used for direct material and not received. Therefore all
material and labor are expensed as variances.

» Expense work orders should not be accounting closed because the amount will be credited out
of the Special GL account used and charged to variance
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Work Order Accounting Close

Work Order Topics

Introduction
. ¥ WO Maintenance
Work Order life T
Cycle

| v Component Issues
v WIP Material Cost
Work Order Cost | Revalation

Report ¥ Floor Stock

v Intersite Transfers/Multi-
site Component lssues

Information v Labor Reporting
Sources ¥ Work Order Receipts
¥ Nor-Std Work Crders

* WO Accounting Close

M QAD

Work Order Accounting Close (16.21), is usually run at the end of each GL calendar period as part
of the period-end closing process. The accounting close serves several functions:

Completes Open Operations

Flags all operations as complete. No more labor can be recorded against this work order. Any
unreported operations are closed at standard. (This operates like Complete Previous
Operations in SFC labor feedback transactions and creates the same GL transactions to update
WIP and absorb labor and burden.) Adjusts quantities completed at open operations to match
the total of completions plus rejects at Work Order Receipt.

Posts Floor Stock

Costs of components flagged as Issue Policy = No are added to WIP before variances are
calculated. Thus floor stock cost is not included in variance.

Calculates Usage Variances

Calculates material and subcontract usage variances. Total quantity issued is compared to total
quantity required to make quantity reported complete (receipts plus rejects). Any difference is
a usage variance.
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Clears Out WIP Balance

Sets any remaining WIP balance to zero. Any amount left in WIP at this point is reported as a
miscellaneous method variance that cannot be traced to any specific source (for example,
material or labor, rate or usage). Method variances may result from the use of alternate bills
and routings, different lot sizes, in-process loss, or changes in GL costs (without revaluing
WIP). Because costs of component issues are tracked by operation, a method variance occurs
if you issue components at an operation different than the one recorded in the bill.
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Material Usage Variance - Summary

Material Usage Variance

Manufacturing-Related Variances

Variance When Calcvulated Cavuse
Material Usage WO Accounting Close Difference between the
(16.21) actual guantity of

componentsissued and the
standard quanftity reguired

Formuia [Actual Qty lssued - [Qfy Per x {Qty Complete + Qfy
Reject]]} x St Unit Cost

Material usage variance is generated when there is a difference between the actual quantity of
components issued/backflushed and the standard quantity required.

This variance is calculated at Work Order Accounting Close 16.21.
{Actual Qty Issued - [Qty Per x (Qty Complete + Qty Reject)]} x Frozen Std Unit Cost

This variance is calculated as:

{Actual Qty Issued - [Qty Per x (Qty Completed + Qty Rejected)]} x Frozen Std Unit Cost

- Alternate structures and issues of non-standard components will also create material usage
variances, and if the costs differ from standard, a method change variance will be charged for
that difference.
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Method Variance

Method Variance: Work Orders

Any value left in WIP after WO Accounting
Close is relieved from WIP and posted to
Method Variance account of parent

Causes

Changesto BOM or routing without cost
recalculation

Alternate structures or routings

ltem substitutions

Order quantity (non-standard; 1.4.1, 1.4.7, 1.4.17)
Floor stock issued (non-standard quantity)

After Work Order Accounting Close (16.21), there should not be any value left in WIP for the
order accounting closed.

If there is value in WIP after the Work Order Accounting Close has processed variances and floor
stock, then this value will be relieved from WIP and posted to the Method Variance account of the
parent item.

Causes of Method Variance

Some causes of method variance are:
+ Changes to the bill of material or routing without recalculating new costs
« Use of alternate structures and/or routings
« Item substitutions
 Order quantity (non-standard)
« Floor stock (non-standard quantity issued)

« Manually changing the Yield % in the Item Planning screen for manufactured items so that
the planning yield does not equal the rolled-up routing and product structure yield

- Batch quantity in Formula Maintenance (15.5) not the same as order quantity in Item Planning
Maintenance (1.4.7) or Item Site Planning Maintenance(1.4.17)

« Wrong Quantity Per on work order BOM (Work Order Bill Maintenance (16.13.1))
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If set-up cost is calculated as part of standard labor and burden, a method variance will occur for
the difference between the standard order quantity on the item planning record and the work order
quantity.
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Work Order Accounting Close - GL Effect

WO Accounting Close - Gl Effect

Floor Stock Gl Trans Type
DR WIP IC

CR Floor Stock

Material & Subcontract Usage Variances

* DR Mat'l Usage Variance IC
CR WIP

* DR Subcontract Usage Variance Wwo
CR WIP

WIP Reconciliation

* DR Method Variance IC
CR WIP

* Positive amounts = unfavorable variance;
Negative amounts = favorable variance

The calculations and GL transactions created by the Work Order Accounting Close are listed
below.

« Floor stock is calculated as:
[ (Qty Revd + Qty Rejected) x Qty Per ] x Std Cost Per Unit

This quantity is posted at standard cost to WIP (debit) and Floor Stock (credit).

- Material Usage Variance is calculated. If unfavorable, WIP is decreased (credit) by this
amount and the variance is posted to the Material Usage Variance account (debit). The amount
is equal to:

Actual Qty Issued - [(Qty Completed + Qty Rejected) x Qty Per] x Frozen Std Unit Cost

« Subcontract Usage Variance is calculated like Material Usage Variance - comparing the

number of subcontract items received to the number that should be required. It is calculated as:

[Qty Received on PO - (Op Qty Completed + Op Qty Rejected)] x Subcontract Frozen WO BOM Unit
Cost

« WIP is now set to zero. Any outstanding WIP amount is removed from WIP (credit) and
posted to the Method Variance account (debit).

Note The GL transaction is WO-CLOSE wo#. Transaction type is IC or WO, as indicated.
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Work Order Topics
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Work Order Cost Report

n Work Order Cost Report 10/06/10
QAD 1LOUSA
Work Order: 1027 ID: 2287281 Batch:
Remarks;
Item Number: 50010 Sales/Job: Qty Ordered: 2.0 Order Date: 10/06/10 STD
Acoustic Trandsucer Quantity Completed: 1.0 Release Date: 10/06/10
WO Stat: © Supplier: Oty Rejected: 1.0 Due Date: 10/14/10
Expected Accrued Rate Usage Avg Cost
Accumulated Cost Variance Accumulated Variance Variance Received to
Item Number Quantity| (Ref Omly)  (Ref Only) Cost Posted Posted [Finished Goods Balance
50011 z.0 153.00 .00 153.00 Q.00 .00 0.00 153.00
60012 12.0 12.00 .00 12.00 Q.00 .00 0.00 12.00
Material Total: 165.00 0.00 165.00 0.00 0.00 0.00 185.00
Operation: pie) 2.0 15.00 .00 15.00 Q.00 .00 0.00 15.00
Operation: 15 0.0 0.00 .00 0.00 0.00 0.00 0.00 0.00
Operation: 20 2.0 10.00 ©.00 10,00 0.00 0.00 0.00 10.00
Labor Total: 25.00 .00 25.00 Q.00 .00 0.00 25.00
Operation: 10 2.0 4.50 ©.00 4.50 0.00 0.00 0.00 4.50
Operation: 15 0.0 .00 .00 o.00 Q.00 .00 0.00 Q.00
Operation: 20 2.0 3.00 ©.00 3.00 Q.00 .00 0.00 3.00
Burden Total: 7.50 .00 F.50 0.00 0.00 0.00 7.50
Operation: 10 0.0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operation: 15 0.0 2.00 -2.00 0.00 0.00 -2.00 0.00 2.00
Operation: 20 0.0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Subcontract Total: 2.00 -2.00 0.00 0.00 -2.00 0.00 2.00
W0 Subtotal: 199.50 -2.00 197.50 0.00 -2.00 0.00 199.50
- Std Cost Rowd: -96.75
- Scrapped: =96.75
- Mthd Chg Var: -6.00
Balance: 0.00

Introduction

The Work Order Cost Report (16.3.4), is designed for accountants and managers who need to
analyze the costs and variances associated with work orders. This report is normally used for
reporting closed work orders. It identifies work order costs, grouping them into five categories -
material, labor, burden, subcontract, and method change.

- Material costs are supported by data from inventory transactions for work order components
- Labor, burden, and subcontract costs are supported by transactions for work order operations

Note If this report is run for work orders before they have been processed by Work Order
Accounting Close (16.21), the variances calculated for those work orders may be incomplete.

Detailed Discussion of the Work Order Cost Report

On the following pages, the calculations behind the numbers are provided - by column (expected
cost, accrued variance, accumulated cost, rate variance posted, usage variance posted) and by
category (material, labor, burden, subcontract, method variance).

First, though, three headings - accumulated quantity, average cost received, and balance - are
covered more generally rather than by category.

Note Work Order Cost Report (16.3.4) does not detail overhead costs.
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Accumulated Quantity

Accumulated Q'l'y, Average Cost, Balance
" Work Order Cost Report 10/06/1]
QAD 10USA
Work Order: 1025 ID: 2287278 Batch:
Remarks :
Item Mumber: 50010 Sales/Job: Qty Ordered: 1.0 Order Date: 10/06/10 STD
Acoustic Trandsucer Quantity Completed: 1.0 Release Date: 10/06/10
WO Stat: C Supplier: Gty Rejected: 0.0 Due Date: 10/14/10
Expected Accrued Rate Usage Avy Cost
ccumul ated Cost Variance Accumulated Variance Variance Received to
Item Number Quantity | (Ref Only) (Ref Only) Cost Posted Posted |[Finished Goods Balance
50011 1.0 76.50 0.00 76.50 Q.00 0.00 .00 F6.50
60012 €.0 6.00 0.00 6,00 Q.00 0.00 ©.00 .00
Material Total: 82.50 0.00 82.50 Q.00 0.00 0.00 82.50
Operation: 10 1.0 10.00 2.50 12.50 Q.00 2.50 0.00 10.00
Operation: 15 1.0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operation: 0 1.0 5.00 2.50 |_Ljs| 50 0,00 0,00 5,00
Labor Total : 15.00 5.00 TZ’CIW 2.50 2,50 .00 15.00
Operation: 1o 1.0 3.00 0.75 3.75 0.00 0.75 0.00 3.00
Operation: 15 1.0 0.00 0.00 Q.00 Q.00 0.00 .00 .00
Operation: 20 1.0 1.50 0.25 1.75 0.25 0.00 0.00 1.50
Burden Total: 4.50 1.00 5.50 Q.25 0.75 0.00 4.50
Operation: 10 0.0 0.00 0.00 Q.00 Q.00 0.00 0.00 0.00
Operation: 15 .0 1.00 -1.00 0.00 0.00 -1.00 0.00 1.00
Operation: ) o0 0.00 0.00 Q.00 Q.00 0.00 .00 o.00
Subcontract Total: 1.00 -1.00 Q.00 Q.00 1.00 .00 1.00
WO Subtotal : 103.00 5.00 108.00 2.75 2.25 .00 103.00
- Std Cost Rewvd: =96.7%
- Scrapped: .00
= Wthd Chg Var: .00
Balance: 6.2%

For Material, Accumulated Quantity is the actual quantity of components issued to this work order
or parent items processed by operation. For Labor and Burden, Accumulated Quantity represents
the quantity reported complete in Shop Floor Control.

Average Cost Received to Finished Goods

Average Cost Received to Finished Goods is only used when the costing method for the GL cost

set is average. This covered in detail in the Average Costing class.

Balance

Balance is the accumulated cost minus the rate and usage variances.
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Expected Cost: Material

Expected Material Costs

* The costthatis expected to be issued to the work order

* (Qty Completed + Qty Rejected) x Std Qity Per x Std Cost

Work Order Cost Report

n 10/06/1
A
QAD 10US)
work Grder: 1025 I0: 2267278 Batch:
Remarks:
Item NWumber: 50010 sales/dob: Qty Ordersd: 1.0 Order Date: 10,01
Quantity Completed: 1.0 Release Date: 10/06/10
W) Stat: C Supplier: Gty Rejected: 0.0 Due Date: 10414710
Expected Accrued Rate Usage
Cost variance Accumulated variance variance
Ttem Number (Ref Only)  KRef Only) <ost Posted Posted Finished Goods Balance
50011 76,50 0.00 76.50 .00 @.00 76,50
60012 6.00 0.00 6.00 0.00 0.00 6.00
Material Total: 82.50 0.00 82.50 Q.00 .00 82.50
Operation: ] 10,00 2.50 22.50 .00 2.50 10,00
{ Operation: o .00 Q.00 0.00 .00 .00 .00
Operation: o 5.00 2.50 7.50 2.50 0.00 5.00
Labor Total: 15.00 5.00 20.00 2.50 2.50 . 15.00
Dperation: ol 3.00 0.75 3.7 0.00 .75 . 300
Operation: .0 0.00 0.00 0.00 0.00 .00 B 0.00
Operation: 0 1.50 0.25 1.75 0.25 0.00 . 1.50
Burden Total: 450 1.00 5.50 0.25 o.75 0.00 a.50
Operation: o.0 .00 0.00 .00 .00 @00 .00 .00
Operation: 2.0 1,00 =1.00 0.00 .00 =1.00 .00 1.00
Operation: 0.0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Subcontract Total: 1.00 -1.00 0.00 0.00 -1.00 0.00 1.00
Wo Subtotal : 101, 5.00 108.00 2.75 2.3 0.00 103.00
- Std Cost Rovd: F6.75
- Scrapped: 0.00
- Mthd Chg Var: 0.00
Balance: 6.25

The material section of the report lists all the components associated with the work order.

+ The Expected Cost is:

(Qty Complete + Qty Reject) x Frozen Qty Per x Frozen Std Cost

If this amount is zero, you probably did not receive or scrap anything against this work order.
If you have received something and the value is still zero or the wrong value, then check the
frozen quantity per and standard cost. These can be viewed and updated in Work Order Bill
Maintenance (16.13.1).
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Accrued Variance

Accrued Variance

* Equal fo the total of the Rate Variance and Usage Variance Columns

* Rate Variance + Usage Variance

n Work Order Cost Report 10/086/1
QAD 10USa
work Qrder: 1025 ID: 2287278 Batch:
Remarks:
Item Humber: 50010 Sales/Job: Qty Ordered: 1.0 Order Date: 10/06/10 STD
Acoustic Trandsucer Quantity Completed: 1.0 Release Date: 10/06/10
WO Stat: C Supplier: Oty Rejected: 0.0 Due Date: 10/14/10
Expected Accrued Rate Usage Avg Cast
Accumu] ated Cost Variance Accumulated Variance Variance  Received to
Ttem Number Quantity  (Ref Only)  (Ref Only) Cost Posted Posted Finished Goods Balance
50011 1.0 76,50 0.00 76.50 .00 @.00 .00 76,50
60012 6.0 6.00 0.00 6.00 0.00 0.00 0.00 6.00
Material Total: 82.50 0.00 82.50 0.00 .00 0.00 §2.50
Operation: w0 1.0 10,00 2.50 22.50 .00 2,50 .00 10,00
Operation: 15 1.0 .00 0.00 0.00 .00 .00 .00 .00
Operation: 20 1.0 5.00 2.50 7.50 2.50 0.00 0.00 5.00
e
Labor Total: 15.00 5.00 20.00 I 2.50 2,50 I .00 15.00
Operation: 10 1.0 3.00 0.75 3.7% 0.00 0.75 0.00 3.00
Qperation: 15 1.0 .00 0.00 0.00 @.00 @.00 .00 .00
Operation: 20 10 1.50 0.25 1.75 0.25 0.00 0.00 1.50
Burden Total: 4,50 1.00 5.50 0.25 0.75 0.00 a.50
Operation: w0 2.0 .00 0.00 0.00 ©.00 @00 .00 .00
Operation: 15 2.0 1.00 =1.00 0.00 .00 =1.00 .00 1,09
Operation: 20 0.0 0.00 o0.00 0.00 0.00 o.00 0.00 0.00
Subcontract Total: 1.00 -1.00 0.00 0.00 -1.00 .00 L.00
WO Subtotal : 103.00 5.00 108,00 2.75 2.2 0,00 103.00
= 5td Cost Rowd: =96.75
- Scrapped: 0.00
= Mthd Chg Var: 0.00
Bal ancas B

The accrued variance is the variance the system has already recognized. It should be equal to the
total of the rate variance posted and the usage variance posted columns.
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Accumulated Cost: Material

Accumulated Material Cost
n Work Order Cost Report 10/06/1)
QAD 10UsAa
Work Order: 1025 ID: 2287278 Batch:
Remarks:
Ttem Humber: 50010 Sales/Job: Oty Ordered: 1.0 Order Date: 10,/06/10 ST
Acoustic Trandsucer Quantity Completed: 1.0 Release Date: 10/06/10
WD Stat: C Supplier: Oty Rejected: 0.0 Due Date: 10/14/10
Expected Accreed Rate Usage Avg Cost
Accumul ated Cost variance |accumulated Variance Variance Received to
Item Number Quantity  (Ref Only)  (Ref Only) Cast Posted Posted Finished Goods Balance
50011 1.0 76.50 0.00 76.50 0.00 0.00 .00 76.50
60012 6.0 6.00 0.00 6.00 0.00 0.00 0.00 6.00
Material Total: 82.50 0.00 82.50 0.00 .00 .00 82.50
Operation: 10 1.0 10.00 2.50 12.5%0 0.00 2.50 Q.00 10.00
Operation: 15 1.0 0.00 0.00 0.00 0.00 0.00 .00 0.00
Operation: 20 1.0 5.00 2.50 7.50 2.50 0.00 .00 5.00
Labor Total: 15.00 5.00 20.00 2.50 2.50 0,00 15.00
Operation: 1.0 31.00 0.7% 3.7% 0.00 0.7 0.00 1.00
Operation: 15 1.0 0.00 0.00 0.00 0.00 .00 .00 0.00
Operation: 20 1.0 1.50 0.2% 1.7 0.25 0.00 0.00 1.50
lBurden Total: a.50 1.00 5.50 0.28 0.75 a.00 4.50
Operation: 10 .0 0.00 0.00 0.00 0.00 .00 Q.00 0.00
Operation: 15 .0 1.00 1.00 0.00 0.00 =1.00 0,00 1.00
Operation: p-+] 0.0 0.00 0.00 0.00 0.00 0.00 .00 0.00
Subcontract Total: 1.00 -1.00 0.00 0.00 -1.00 0.00 1.00
WO Subtotal: 103.00 5.00 108.00 2.75 2.25 Q.00 103.00
= Std Cost Rowd: =96, 75
- Scrapped: 0.00
= Mthd Chg Var: 0.00
= 6.25
* Actual Qty x Std Unit Cost |
Where Did the Numbers Come From?
s For standard cost per unit, lookin tem Cost
MMaintenance (1.4.9)

The accumulated cost of material is the actual cost of the work order. It is the actual quantity
issued multiplied by the standard cost that was in effect at the time of the issue.
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Rate Variance Posted: Material

Material Rate Variance
The difference between the standard cost of the component at the fime of issue and the
frozen standard cost of the component, multiplied by the actual quantity issved
Favorable variances are indicated by a negative number; unfaverable variances are
indicated by a positive number
(wo BOM Unit Cost n Work Order Cost Report 10/06/1
H H 10uUsA
atissve - GL Unit QAD
Cosf) x Actual Ql‘y work Grder: 1025 m: 2287278 Batch:
Remarks:
I d Item Humber: 50010 Sales/Job: Qty Ordered: 1.0 Order Date: 10/06/10 STD
ss5uUe Acoustic Trandsucer Quantity Completed: 1.0 Release Date: 10/06/10
WO Stat: C Supplier: Oty Rejected: 0.0 Due Date: 10/14/10
Expected Accrued Rate Usage avg Cost
Accumu] ated Cost Variance Accumulated Variance Variance Received to
Item Number Quantity  (Ref Only)  (Ref Only) Cast Posted Posted Finished Goods Balance
50011 1.0 76.50 0.00 76.50 a.00 .00 .00 76.50
60012 6.0 6.00 0.00 .00 0.00 0.00 0.00 6.00
Material Total: 82.50 0.00 82.50 Q.00 @.00 .00 82.50
Operation: 0 1.0 10.00 2,50 12.50 Q.00 2,50 Q.00 10,00
! Operation: 15 1.0 0.00 0.00 0.00 0.00 .00 0.00 0.00
Operation: 20 1.0 5.00 2.50 7.50 2.50 0.00 0.00 5.00
Labor Total: 15.00 5.00 20.00 2.50 2.50 .00 15.00
Operation: 10 1.0 3.00 0.7% 3.7% .00 .78 0.00 3.00
Operation; 15 1.0 0.00 0.00 0.00 Q.00 .00 @00 .00
Operation: 2 1.0 1.50 0.25 1.75 0.25 0.00 0.00 1.50
Burden Total: 4.50 1.00 5.50 Q.28 @.75 .00 4.50
Operation: 0 .0 .00 0.00 0.00 Q.00 .00 Q.00 Q.00
Operation: 15 0.0 1.00 -1.00 0.00 0.00 =1.00 0.00 1.00
Operation: 20 0.0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Subcontract Total: 1.00 -1.00 0.00 0.00 -1.00 0.00 1.00
WO Subtotal: 103.00 5.00 108.00 2,75 2.25 0.00 103.00
= 5td Cost Rovd: =96.75
- Scrapped: 0.00
= Mthd Chg Var: 0.00
Balance: T 6.2

The material rate variance posted is the standard cost of the component at the time of issue minus
the frozen standard cost of the components multiplied by the quantity issued. This is calculated at
the point of issue.

 Favorable variances display as negatives

A negative indicates a credit balance. A credit balance for income statement accounts like
variances are favorable.

- Unfavorable variances show as positives
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Usage Variance Posted: Material

Material Usage Variance

The difference between the actual quantity used and the quantity that should have been
used, multiplied by the frozen standard unit cost

The quantity that should have been used is the quantity completed plus the quantity
rejected, times the frozen quantity per

Actual Q'-Y i [(Q'-y n Work Order Cost Report 10/06/1
10USA
Completed + Gty QAaD
i work Grder: 1025 D: 2287278 Batch:
Rejected) x Qty Per] ;o8 sar
. Item Number: 50010 sales/Job: qry Ordered: 1.0 Order Date: 10,/06/10 STO
X Frozen Std Unit Cost Acoustic Trandsucer Quantity coepleted: 1.0 Release Date: 10,06/
WO Stat: C Supplier: Gty Rejected: 0.0 Due Date: 10/14/10
Expected Accrued Rate Usage Avy Cost
Accuml ated Cost Variance Accumulated variance | variance | Received to
Ttem Number Quantity  (Ref Only)  (Ref Only) Cast Posted Posted [inished Goods Balance
50011 1.0 76.50 0.00 76.50 0.00 0.00 0.00 76.50
60012 6.0 6,00 0.00 6.00 €.00 Q.00 0,00 6,00
Material Total: 82.50 0.00 82.50 .00 0.00 0.00 82.50
Operation: 10 1.0 10.00 2.50 12,50 ©.00 2.50 0.00 10,00
{ Operation: 15 1.0 .00 0.00 0.00 .00 .00 .00 .00
Oparation: B 1.0 5.00 2.50 7.50 2.50 0.00 0.00 5.00
Labor Tatal: 15.00 5.00 20.00 z.50 .50 0.0 15.00
Operation: 0 1.0 3.00 0.7% 3.75 .00 Q.75 0.00 300
Operation: 15 1.0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
gperation: 20 1.0 1.50 0.25 1.75 a.25 Q.00 .00 1.50
|Burden Total: 4.50 1.00 5.50 0.25 0.75 0.00 a.50
Operation: 10 0.0 0.00 0.00 0.00 ©.00 0.00 0.00 0.00
Operation: 15 0.0 1.00 -1.00 0.00 .00 1.00 .00 1.00
Operation: E 0.0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
subcontract Total: 1.00 -1.00 0.00 0.00 1.00 0.00 1.00
WO Subtotal: 101.00 5.00 108.00 2.75 225 8.00 103,00
- 5td Cost Rovd: -96.75
- Scrapped: 0.00
- Mthd Chg Var: 0.00
Balance: 6.25

The material usage variance posted is calculated during an accounting close. If you have not run an
accounting close, the usage variance will be zero.

The usage variance is the actual quantity used minus the quantity that should have been used
multiplied by the frozen standard of the component

- The quantity that should have been used is the quantity completed plus the quantity rejected
multiplied by the frozen quantity per

- The frozen standard is used rather than the standard currently in effect because the rate
variance already adjusted for the differential. If the current standard is used, it will effectively
calculate the rate variance twice for the quantity over or under issued.
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Work Orders 103

per Unit

*  LaborCost per Unit
x Qty Completed

*  Foreach operation, addtogether:

Expected Labor Cost

* The laborcost that is expectedto be issved to the work order
(Std Set-up Hrs/Qty x Std Set-up Rate} + (Std Run Hrs/Unit x Std Labor Rate) = Labor Cost
“ Work Order Cost Report 10/06/1
QAD 10USA
work Order: 102% ID: 2287278 Batch:
i
Item Wumber: 50010 Sales/Job: Qty Ordered: 1.0 Order Date: 10/06/10 STO
Acoustic Trandsucer Quantity Completed: 1.0 Release Date: 10/06/10
WO Stat: € Supplier: Gty Rejected: 0.0 Due Date: 10/14/10
Expected Accrued Rate Usage Avg Cost
Accumulated Cost variance Accueulated variance Variance Received to
Item Number Quantity  (Ref Only)  (Ref Only) Cost Posted Posted Finished Goods Balance
50011 1.0 76.50 0.00 76.50 0.00 .00 .00 76.50
60012 6.0 .00 0.00 6.00 0.00 0.00 ©.00 6.00
Material Total: 82.50 .00 82.50 0.00 .00 Q.00 82.50
Operation: 10 1.0 10.00 2.50 12.50 0.00 2,50 0.00 10.00
Operation; 15 1.0 0.00 0.00 0.00 0.00 .00 .00 0.00
Operation: 20 1.0 5.00 2.50 7.50 2.50 0.00 0.00 5.00
Labor Total: I 15.00 I 5.00 20.00 2.50 2,50 .00 15.00
Operation: 0 1.0 .00 0.7% 1.7% 0.00 Q.75 .00 3.00
Operation: 15 1.0 .00 0.00 0.00 0.00 .00 .00 0.00
Operation: 20 1.0 1.50 0.2% 1.7% 0.25 0.00 ©.00 1.50
Burden Total: 4.50 1.00 5.50 0.25 Q.75 .00 4.50
Operation: 10 0.0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operation; 15 0.0 1.00 -1.00 0.00 0.00 -1.00 .00 1.00
Operation: 20 0.0 0.00 0.00 0.00 0.00 .00 0.00 0.00
Subcontract Total: 1.00 -1.00 0.00 0.00 -1.00 9.00 1.00
WO Subtotal: 103.00 5.00 108.00 2.7% 2,28 0.00 103.00
= 5td Cost Rovd: -896.75
~ Serapped: 0.00
= Mthd Chg Var: 0.00
Balance: 6,25

The expected labor cost is the standard run and set-up hours multiplied by the work center rate.
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Accumulated Cost: Labor

Accumulated Labor Cost

The actual hours mulkiplied by the actual pay rate
Actudl Hrs x Actual Pay Rate
Actual Hrs = Actual Set-up Time + Actual FunTime

n Work Order Cost Report 10/06/1
QAD 10USA
work Order: 1025 ID: 2287278 Batch:
Remarks:
Teem Humber: 50010 Sales/Jab: ty Ordered: 1.0 Order Date: 10,/06/10 STD
Acoustic Trandsucer Quantity Coepleted: 1.0 Release Date: 10/06/10
WO Stat: C Supplier: Gty Rejected: 0.0 Due Date: 10/14/10
Expected Accrued Rate Usage Avg Cost
Accumu] ated Cost variance | Accumul ated variance variance Received to
Ttem Number Quantity  (Ref Only)  (Ref Only) Cost Posted Posted Finished Goods Balance
50011 1.0 76.50 0.00 76.50 0.00 .00 Q.00 76.50
60012 6.0 6.00 0.00 6.00 0.00 0.00 Q.00 6.00
Material Total: 82.50 0.00 82.50 .00 .00 Q.00 82.50
Operation: 0 1.0 10.00 2.50 12.50 0.00 2.50 Q.00 10.00
{  Operation: 15 1.0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operation: 20 1.0 5.00 2.50 7.50 2.50 0.00 Q.00 5.00
Labor Total: 15.00 5.00 I 20.00 I 2.50 2.50 Q.00 15.00
Operation: 10 1.0 .00 0.7% 31.7% ©.00 .78 Q.00 3.00
Operation: 15 1.0 .00 0.00 0.00 ©.00 .00 Q.00 0.00
Operation: 20 1.0 1.50 0.25 1.7 0.25 0.00 Q.00 1.50
Burden Total: 4,50 1.00 5.50 0.25 @.75 Q.00 4,50
Operation: 0 Q.0 0.00 0.00 0,00 0,00 0,00 0,00 0,00
Operation: 15 0.0 .
Operstion: 20 oo | Where Did the Numlbers Come From?
Subcontract Total: .
_| * For actual pay rate, look in Actual Pay Rate
WO Subtotal @ H
i o Maintenance (14.13.21)

- Scrapped:
- Mthd Chg Var:

e For actualhours, look in WO Routing Maintenance
(16.13.13)

The accumulated cost for labor is the actual hours multiplied by the actual pay rate.

\Balance:

The actual pay rate is the employee’s pay rate from Actual Pay Rate Maintenance if available, or
the work center rate if Actual Pay Rate not available.
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Rate Variance Posted: Labor

Labor Rate Variance
* The difference between the actval employee pay rate and the standard work center
laborrate
*  Not calculated unless actual pay rate set up in(14.13.21) or (29.15.1)
*  [[ActSet-Up Rate - Std Set-Up Rate) x Act Set-Up Hrs] + [[Act Run Rate - Std Run Rate) x
Act Run Hrs]
n Work Order Cost Report 10/06/1)
QAD 10USA
Work Order: 1025 ID: 2287278 . BatEhE
Ttem Humber: 50010 Sales/Job: aty D:é::e;i 1.0 Order Date: 10,/06/10 ST
Acoustic Trandsucer Quantity Completed: 1.0 Release Date: 10,/06/10
WD Stat: C Supplier: Oty Rejected: 0.0 Due Date: 10/14/10
Expected Accrued Rate Usage Avg Cost
Accumu] ated Cost Variance Accumulated Variance Variance Received to
Item Number Quantity  (Ref Only)  (Ref Only) Cast Posted Posted Finished Goods Balance
50011 1.0 76.50 0.00 76.50 ©0.00 0.00 0.00 76.50
60012 6.0 6.00 0.00 6.00 0.00 0.00 0.00 6.00
Material Total: 82.50 0.00 82.50 0.00 0.00 0.00 82.50
Operation: 10 1.0 10.00 2.50 12.5%0 0.00 2.50 0,00 10.00
{  Operation: 15 1.0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operation: 20 1.0 5.00 2.50 7.50 2.50 0.00 0.00 $.00
Labor Total: 15.00 5.00 20.00 I 2.50 I 2.50 .00 15.00
Operation: 10 1.0 1.00 0.7% 3.7% 0.00 0.78 0.00 1.00
Operation; 15 1.0 Q.00 0.00 0.00 0.00 .00 .00 .00
Operation: 2 1.0 1.50 0.25 1.75 0.25 0.00 0.00 1.50
-Bur'den Total: 4.50 1.00 5.50 0.25 .75 .00 4.50
. 0.00 0.00 0,00 .00
Where Did the Numibers Come From# 2.0 Fhot 9.0 200
= For actudl pay rate, lock in Actual Pay Rate Maintenance (14.13.21) | ** e il b
' i 2.75 2.25 .00 03.00
 For standardwork center rate, lock in WC Maintenance (14.5) 333;;3
0.00
Balences T 6.2

The rate variance posted for labor is the difference between the work center rate and the actual pay
rate multiplied by the actual hours.
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Usage Variance Posted: Labor

Labor Usage Variance

n Work Order Cost Report 10/06/1
QAD 10USA
work Order: 1025 ID: 2287278 Batch:
Ry
Ttem Wumber: 50010 Sales/lob: Qty Ordersd: 1.0 Order Date: 10/06/10 STD
Acoustic Trandsucer Quantity Completed: 1.0 Release Date: 10/06/10
W Stat: € Supplier: Qty Rejected: 0.0 Due Date: 10/14,/10
Expected Accrued Fate Usage Avg Cost
Accumul ated Cost Variance Accusulated Variance Variance Received to
Ttem Number Quantity  (Ref Only)  (Ref Only) Cost Posted Posted [Finizhed Goods Balance
50011 1.0 76.50 0.00 76.50 Q.00 Q.00 .00 76.50
60012 6.0 6.00 0.00 &.00 .00 .00 0.00 6.00
Material Total: 82,50 0.00 82.50 Q.00 .00 .00 82,50
Operation: 0 1.0 10.00 2.50 12.%0 0.00 2.%0 0.00 10.00
{  Operation: 15 1.0 0.00 0.00 0.00 0.00 .00 0.00 0.00
Operation: 20 1.0 5.00 2.50 7.50 2.50 0.00 0.00 5.00
Labor Total: 15.00 5.00 20.00 2.50 2.50 0.00 15.00
Operation: 0 1.0 .00 0.7% 3.7% ©.00 .75 0.00 3.00
Qperation: 15 1.0 0.00 0.00 Q.00 Q.00 Q.00 .00 Q.00
Operation: 20 1.0 1.50 0.2% 1.7% 0.35 0.00 0.00 1.50
Burden Total : 4.50 1.00 5.50 Q.25 Q.75 .00 4.50
Operation: 0 0.0 0.00 0.00 0.00 0.00 0.00 0.00 .00
=1.00 0.00 0.00 =1.00 0.00 1.00
Where Did the Numibers Come From 2 el 900 o0 o0 0300 0:p0
-1.00 0.00 0.00 -1.00 0.00 1.00
e For actual and standard set-up and e o s e e e
: 4 K 108. . . A 103,
runhours, look in Worlk Order Routing -96.75
n 0.0
Maintenance (161303 "
6.25
s For work center laloor rate, look in
Work CentferMaintenance (14.5)

The usage variance posted for labor is the difference between the actual hours and the standard
hours multiplied by the work center rate. These variances can be calculated at each shop floor
control transaction: Labor Feedback Work Order(17.1), Labor Feedback Employee (17.2), Labor
Feedback Work Center (17.3) or at Work Order Accounting Close (16.21)

When these calculations occur is controlled by the Work Order Control (16.24)
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Expected Cost: Burden

The burden that is expectedto be issued to the work order
*  Foreach operation, addtogether:
ISt Set-up Hrs/ ity x [Lor Bdn Rate + (Std Set-up Rate x Lior Bdn %8) + Mach/Opx Mach
Ban Rate) ]} + {Std Bun Hrs/Unit x [Lior Bdn Rate + (Std Lior Rote x Lior Ban 28) + Mach Bdn
Ro’re]} - Burden/Uan Work Order Cost Report 10/06/1
StdBurdenper Unit Qab 10058
* ny Complefed vork Order: 1025 0: 2267278 pSukeh:
Ttem Number: 50010 Sales/Job: Oty n:r!l‘::a;; 1.0 Order Date: 10/06/10 STD
Acoustic Trandsucer Quantity Completed: 1.0 Release Date: 10,/06/10
WO Stat: C Supplier: Gty Rejected: 0.0 Due Date: 10/14/10
Expected Accrued Rate Usage vy Cost
Accumu] ated Cost variance Accueulated variance variance Received to
Ttem Number Quantity | (Ref Only)| (Ref Only) Cost Posted Posted Finished Goods Balance
50011 1.0 76.50 0.00 76.50 ©.00 .00 .00 76.50
60012 6.0 6.00 0.00 6.00 0.00 0.00 0.00 6.00
Material Total: 82.50 Q.00 82.50 .00 Q.00 .00 82.50
Operation: 0 1.0 10.00 2.50 12,50 0.00 2.50 0.00 10.00
{ Operation: 15 1.0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Dperation: 20 0 5.00 2.50 7.50 2.50 0.00 0.00 5.00
Labor Total: 15.00 5.00 20.00 2.50 2.50 .00 15.00
ey #  filgd o2 oz 2 om0 oo g
Oparation: 2 1.0 1.50 0.2% 1.75 0.25 0.00 0.00 1.50
Burden Total: 4.50 1.00 5.50 .25 Q.75 @.00 4.5
0.00 .00 0.00
Example, Op 10 -1.00 0.00 1.00
0.00 0.00 0.00
s Stdset-upper 1 =1 hrStdrunper unit=1.0 Bl 0.0 L
o1/ 1O+ (5x 10F) + (T x 1+ {1 x [0+ (5x 10%) + 1]} =3.00 e o 12&;%
0.00
=l x3=30 T e

Burden is calculated as an application against labor. A labor variance has an associated burden
variance.

The burden values are calculated the same way as labor, except the burden application rate is used.
The accumulated quantity is the units reported complete in that operation.
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Accumulated Cost: Burden

Accumulated Burden Cost

The burdenthat is actually issued to the work order

Foreach operation, add together:
{Actual Setup Hrs/Qity x [Lbr Bdn Rate + (Actual Setup Rate x Lbor Bdn &) + (Mach/Op x Maoch Bdn
Rate] ]} + {Actual Run Hrs/Unitx [Lbr Bdn Rote + {(Actual Lor Rate x Lbr Bdn %) + Mach Bdn Rate]} =

Burden/Unit
; Work Order Cost Report 10/06/1)
Actucl Burcen per Unit | Y B!
10UsA
x Gty Completed QaD
Work Order: 1025 ID: 2287278 Batch:
emarks ;
Item Number: 50010 Sales/Job: Qty Ordered: 1.0 Order Date: 10/06/10 STD
ACoustic Trandsucer Quantity Completed: 1.0 Release Date: 10/06/10
WO Stat: C Supplier: Gty Rejected: 0.0 Due Date: 10/14/10
Expected AcCruet Rate Usage Avg Cost
Accumu] ated Cost Varianc Accumul ated Variance Variance Received to
Ttem Number Quantity  (Ref Only)  (Ref Only Cost Posted Posted Finished Goods Balance
50011 1.0 76.50 0.00 76.50 0.00 0.00 0.00 76.50
0012 6.0 6.00 0.00 6.00 0.00 0.00 0,00 6.00
Material Total: 82.50 0.00 82.50 0.00 .00 0.00 82.50
Operation: w0 1.0 10.00 2.50 12.50 2.00 2,50 o.00 10.00
{ Operation: 15 1.0 .00 0.00 0.00 0.00 €.00 o0 0.00
Operation: 20 1.0 5.00 2.50 7.50 2.50 0.00 0.00 5.00
Labor Total: 15.00 5.00 20.00 2.50 2.50 G0l 15.00
Operation: 10 1.0 3.00 0.75 9.00 0.75 0.00 3.00
Operation: 15 1.0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operation: 20 1.0 1.50 0.25 1.7 0.25 0.00 0,00 1.50
Burden Total: 4.50 1.00 5.50 0.25 0.75 0.00 4,50
Operation: ] o.0 .00 0.00 0.00 .00 0.00 000 0.00
Operation: 15 .0 1.00 -1.00 .00 0.00 1.00 @00 1.00
Operation: 20 0.0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Subcontract Total: 1.00 1.00 0.00 0.00 1.00 @.00 1.00
WO Subtotal: 103.00 5.00 108.00 2.7% 2,25 0.00 103.00
- Std Cost Reowd: -96.75
- Scrapped: 0.00
- Mthd Chg Var: 0.00
Balance: 6.25

The accumulated cost for burden is the actual quantity completed multiplied by the actual burden
rate.

In the example above the standard setup and run labor rates are both 5.00. The standard setup and
run time for operation 10 are both one hour. The machine burden rate in this work center is
1.00/hour. There is no labor burden rate but a 10% of labor cost labor burden %.

In this example setup time was charged 1.5 hours. An easy way to see the burden cost is; the
machine at 1.0 per hour burden for a total of 2.5 hours (rather than the standard 2.0); and labor at a
burden rate of 0.50 per hour for 2.5 hours for a total burden at operation 10 of 2.5 machine + 1.25
labor or 3.75 total burden, or 0.75 unfavorable to standard. This is also seen in the 2.50 labor usage
variance.
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Rate Variance Posted: Burden

Burden Rate Variance
The difference belween the actval pay rate and the work centerpay rate mulliplied by the actual hours worked
and laborburden percent
Not calculated unless actual pay rateset up in (14.13.21)
[{Act Set-UpBdn - 5td Set-Up Bdn) x Act Set-Up Hrs] +[(Act Run Bdn - Std Run Bdn) x Act Run Hrs]
n Work Order Cost Report 10/06/1
QAD 10USA
Work Order: 1025 ID: 22srire ¥ Gnt:ﬁg
Ttem Number: 50010 Sales/dob: Qty D:‘d‘::Q;; 1.0 Order Date: 10/06/10 STD
Acoustic Trandsucer Quantity Completed: 1.0 Release Date: 10/06/10
WO Stat: C Supplier: Gty Rejected: 0.0 Date: 10/14/10
Expected Accrued Rate Usage Avg Cost
Accumu] ated Cost variance Accueulated variance wvariance Received 0
Ttem Number Quantity  (Ref Only)  (Ref Only) + Posted Posted Finished Goods Balance
50011 1.0 76.50 0.00 76.50 Q.00 Q.00 Q.00 76.50
60012 6.0 6.00 0.00 6.00 0.00 0.00 0.00 6.00
Material Total: 82.50 Q.00 82.50 Q.00 .00 .00 §2.50
Operation: 0 1.0 10.00 2.50 12.50 Q.00 2,50 Q.00 10.00
{  Operation: 15 1.0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
QOperation: 20 1.0 5.00 2.50 7.50 2.50 0.00 0.00 5.00
Labor Total: 15.00 5.00 20.00 I 2.50 I 2.50 .00 15,00
Operation: 0 1.0 1.00 0.7% 31.7% 0.00 .75 @00 .00
Operation; 15 1.0 0.00 0.00 0.00 0.00 .00 .00 0.00
Operation: 2 1.0 1.50 0.25 1.7 0.25 0.00 0.00 1.50
Burden Total: 4.50 1.00 s.50 | o.25 | .75 .00 450
. 0.00 0.00 0.00
Where Did the Numbers Come Frome -1.00 0.6 1.00
0.00 0.00 0.00
» For actual pay rate, look in Actual Pay Rate Maintenance (14.13.21) |1 0.0 1.00
* For standardwork center rate, look in WC Mcintenance (14.5) 2 oue .
0.00
" " ’ 0.00
e For actualhours, look in WO Routing Maintenance (161313 | = s

The burden rate variance for labor is the difference between the work center rate and the actual pay
rate multiplied by the actual hours and the labor burden percent.

In the example shown above, operation 20 was performed by an employee earning an above
standard pay rate causing the labor rate variance of 2.50. The burden rate variance of 0.25 is
related to that labor variance.

Burden Rate Variance Calculation

[(Actual Set-Up Bdn - Std Set-Up Bdn) x Actual Set-Up Hrs] +
[(Actual Run Bdn - Std Run Bdn) x Actual Run Hrs]

Where:

Actual Set-Up Bdn =
(Actual Set-Up Rate x Lbr Bdn %) + Lbr Bdn Rate + (Mach Bdn Rate x Mach/Op)

Std Set-Up Bdn =
(Std Set-Up Rate x Lbr Bdn %) + Lbr Bdn Rate + (Mach Bdn Rate x Mach/Op)

Actual Run Bdn =
(Actual Run Rate x Lbr Bdn %) + Lbr Bdn Rate + Mach Bdn Rate

Std Run Bdn =
(Std Run Rate x Lbr Bdn %) + Lbr Bdn Rate + Mach Bdn Rate
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Usage Variance Posted: Burden

Burden Usage Variance
The difference between the actual hours neededto complete an cperation and  the standard hours multiplied
by the work center burden rate
[{Act Set-Up Hrs - 5id Set-Up His) x Set-Up Bdn] +[(Act Run Hrs - Std Run Hrs) x Run Bdn]
Where:
Sef-Up Bdn = [[5td Set-Up Rate x Lbr Bdn%] + Lbr Bdn Rate + [(Mach Bdn Rate x Mach/Op]]
Run Bdn = [[Std Fun Rate x Lbr Bdn) + Lbr Bdn Rate + pMach Bdn Rate]
n Work Order Cost Report 10,/08/1}
QAD 10USA
Work Order: 1025 ID: 2287ave & Eatghi
Ttem Number: 50010 Sales/lab: aty O:;::Q;E 1.0 Order Date: 10,/06/10 STD
Acoustic Trandsucer Quantity Completed: 1.0 Release Date: 10,/06/10
WO Stat: € Supplier: Oty Rejected: 0.0 ue Date: 10/14/10
Expected Accrued Rate Usage Avg Cost
Accumul ated Cost variance Accueulated wariance variance Received to
Ttem Number Quantity  (Ref Only)  (Ref Only) Posted Posted Finished Goods Balance
50011 1.0 76.50 0.00 76.50 ©0.00 .00 .00 6. 50
60012 6.0 6.00 0.00 6.00 0.00 0.00 0.00 6.00
Material Total: 82.50 Q.00 82.50 .00 Q.00 [+ 82,50
Operation: 0 1.0 10.00 2.50 12.50 0.00 2.50 .00 10.00
{ Operation: 15 1.0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operation: 20 1.0 5.00 2.50 7.50 2.50 0.00 0.00 5.00
Labor Total: 15.00 5.00 20.00 2.50 I 2.50 I .00 15.00
Operation: 10 1.0 2.00 0.7% 3.7% ©.00 .75 .00 1.00
Operation; 15 1.0 0.00 0.00 0.00 ©.00 .00 .00 .00
Operation: 2 1.0 1.50 0.2% 1.75% 0.25 0.00 0.00 1.50
Burden Total: 4.50 1.00 5.50 o.25 | [ | .00 4.50
Where Did the Numbers C F 2 e b3+ T
ere L S NUMPers Lome rrome 1.00 .00 1.00
0.00 0,00 0.00
* For actual and standard set-up and run hours, look in Work Order Routing L.00 0.00 1.00
MMaintenance (] &.1 3.]3] g T
96,75
* For burden rate and percentage, look in Work Center Maintenance (14.5) 800
6.25

The usage variance for burden is the difference between the actual hours and the standard hours
multiplied by the work center burden rate. These variances can be calculated at each shop floor
transaction: Labor Feedback Work Order (16.20.1), Labor Feedback Employee (16.20.2), Labor
Feedback Work Center (16.20.3), or at Work Order Receipt (16.11) or Work Order Receipt
Backflush (16.12). When these calculations occur is controlled by the Work Order Accounting

Control File (36.9.11).

In the example above the setup at operation 10 was charged 1.5 hours not the standard 1.0,
resulting in a labor usage variance and its corresponding burden usage variance.
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Expected Cost: Subcontract

Expected Subcontract Cost

The subcontract labor cost that is expectedto be issued to the purchase order
Qty Completed x Std Subcontract Cost per Unit

n Work Order Cost Report 10/06/1
QAD 10UsA
work Qrder: 1025 ID: 2287278 Batch:
Remarks:
Ttem Humber: 50010 Sales/Job: Qty Ordersd: 1.0 Order Date: 10/06/10 STD

Acoustic Trandsucer Quantity Completed: 1.0 Release Date: 10,/06/10

W) Stat: Supplier: Oty Rejected: 0.0 Due Date: 10/14/10

Expected Accrued Fate Usage Ag Cost

Accumu] ated Cost variance Accumulated variance variance  Received to
Item Number Quentity  (Ref Only)  (Ref Only) Cost Posted Posted Finished Goods Balance
50011 1.0 76.50 0.00 76.50 @.00 == 0.00 76.50
60012 6.0 6.00 0.00 6.00 0.00 0.00 0.00 6.00
Material Total: 82.50 0.00 62.50 0.00 0.00 0.00 82,50
Operation: w0 1.0 10.00 2.50 12.50 0.00 2.50 Q.00 10.00
! Operation: 15 1.0 0.00 0.00 0.00 0.00 0.0 0.00 0.00
Dperation: 20 1.0 5.00 2.50 7.50 2.50 0.00 o.00 5.00
Labor Total @ 15.00 5.00 20.00 2.50 2,50 2.00 15,00
Operation: 1.0 1.00 0.7% 1.7% .00 0.7% 0.00 3.00
Cperation: 15 1.0 .00 0.00 2.00 °.00 Q.00 2,00 .00
Operation: 1.0 1.50 0.2% 1.75 0.25 0.00 0.00 1.50
\Burden Total: 4.50 1.00 5.50 0.28 0.7s 0.00 4.50
Operation: w0 Q.0 0.00 0.00 0.00 0.00 Q.00 Q.00 .00
Operation: 15 0.0 00 =1.00 0.00 0.00 =1.00 0.00 1.00
Operation: 20 a.0 0.0 0.00 0.00 0.00 0.00 o.00 0.00
Subcontract Total: I 1.00 I -1.00 0.00 0.00 I -1.00 I 0.00 1.00
WO Subtotal: 103.00 5.00 108.00 75 225 0.00 103.00
; 96,75
Where Did the Numlbers Come From 9:00
"""" .25

* Forsubcontract cost per unit, lockin Routing
Mairtenance (14.13.1)

In this example the expected cost is 1.00 but there is no purchase order linked to the work order to
receive the units back into WIP hence the -1.00 subcontract variance.

Subcontract is similar to material in the way that it is handled.
» The Accumulated Quantity is the quantity received on the purchase order

» The Expected Cost for subcontract is the quantity completed plus rejects multiplied by the
subcontract cost from the routing operation (see figure above)

» The Accrued Variance is the variance the system has already recognized. It should be equal to
the total of the rate variance posted and the usage variance posted columns.

« Accumulated cost is the actual purchase order cost multiplied by the quantity received
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Rate Variance Posted: Subcontract

Subcontract Rate Variance
The difference between the actualsubcontract rate (PO) and the standard subcontract rate (Work
Order Routing)
(Subcontract PO Unit Rate - Subcontract Frozen WO BOM Unit Rate) x Quantity Received
n Work Order Cost Report 10/06/1
QAD 10USA
wWork Order: 102§ ID: 2287278 Batch:
Remarks:
Item Number: 50010 Sales/dob: Qty Ordered: 1.0 Order Date: 10/06/10 STD
Acoustic Trandsucer Quantity Completed: 1.0 Release Date: 10,/06/10
WO stat: € Supplier: Qty Rejected: 0.0 Due Date: 10/14/10
Expected Acorued Rate Usage Avg Cost
Accumul ated Cost Variance Accumulated Variance Variance Received to
Item Number Quantity  (Ref Only)  (Ref Only) Cost Posted Posted Finished Goods Balance
50011 1.0 76.50 0.00 76.50 0.00 0.00 0.00 76.50
60012 6.0 6.00 0.00 6.00 ©.00 0.00 Q.00 .00
Material Total: 82,50 0.00 82.50 0.00 .00 Q.00 82.50
Operation: 1.0 10.00 2,50 12.5%0 0.00 2.50 0.00 10.00
i  Operation: 15 1.0 .00 0.00 0.00 .00 0.00 0.00 .00
Operation: 2 1.0 5.00 2.50 7.50 2.50 0.00 0.00 5.00
Labor Total: 15.00 5.00 20.00 2.50 2.50 Q.00 15.00
Operation: 10 1.0 3.00 0.7% .75 0.00 Q.75 Q.00 3.00
Operation: 15 1.0 .00 0.00 0.00 .00 .00 0.00 0.00
Operation: 2 1.0 1.50 0.2% 1.7% 0.25 0.00 Q.00 1.50
IEurden Total: 4.50 1.00 5.50 0.25 0.75 Q.00 4.50
Operation: 0.0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operation: 15 0.0 1.00 -1.00 0.00 0.00 -1.00 0.00 1.00
Operation: 2 0.0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Subcontract Totals [ 100 | o0 o0 [ o000 ] -ne0 0.00 1,00
Where Did the Numbers Come From? B 2.25 0.00 103.00
9675
s To see both actudl and stondard subcontract rates, look in Receipt i
Trarsactors Reportissrdy £ T 6.2
s The actudl subcontract rate waos entered in FO Maintenance (5.7)

In this example; had there been a purchase order, with a none standard cost it would have
generated a purchase price variance.

The Subcontract Rate Variance is the actual purchase order cost minus the subcontract cost from
the routing multiplied by the quantity received. It is calculated at the point of receipt (see figure
above).

(Subcontract PO Unit Cost - Subcontract Frozen WO BOM Unit Cost) x Qty Received

Usage Variance Posted: Subcontract

The Usage Variance for subcontract is the difference between the quantity received on the
purchase order and the quantity completed plus rejected multiplied by the subcontract cost from
the router. It is calculated at accounting close.

This can occur if the vendor has quality problems and some units are damaged or destroyed in their
process

[Qty Received - (Op Qty Completed + Op Qty Rejected)] x Subcontract Frozen WO BOM Unit Cost
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Standard Cost Received
N
*  Qity Completed x Std Unit Cost of Parent ltem
“ Work Order Cost Report 10/06/1
QAD 10UsA
work Order: 1025 ID: 2287278 Batch:
Remarks :
Ttem Hurber: 50010 Sales/Job: _ Oty Ordered: 1.0 Order Date: 10/06/10 STD
Acoustic Trandsucer Quantity Completed: 1.0 Release Date: 10/06/10
WO Stat: € Supplier: Gty Rejectsd: 0.0 Due Date: 10/14/10
Expected Accrued Rate Usage Avg Cost
Accumul ated Cost variance Accumulated Variance Variance Received to
Item Humber Quantity (Ref Only)  (Ref Only) Cost Posted Posted Finished Goads Balance
50011 1.0 76.50 .00 76.50 Q.00 Q.00 .00 76.50
60012 6.0 .00 0.00 6.00 0.00 0.00 0.00 6.00
Material Total: 82.50 0.00 82.50 0.00 0.00 0.00 B2.50
Operation: 10 1.0 10.00 2.50 12.50 ©.00 2.50 °.00 10.00
Operation: 15 1.0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operation: 0 1.0 5.00 2.50 7.50 2,50 .00 °.00 5.00
Labor Total: 15.00 5.00 20.00 2.50 2.50 0.00 15.00
Operation: 10 1.0 3.00 .75 3.75 0,00 0.75 0.00 3.00
Dperation: 15 1.0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operation: 20 1.0 1.50 0.25 1.75 0.25 0.00 0.00 1.50
Burden Total: 4.50 1.00 5.50 ©.25 0.75 °.00 4.50
Operation: 10 0.0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operation: 1% a.0 1.00 -1.00 0.00 .00 -1.00 °.00 1.00
Operation: 20 0.0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Subcomtract Total: 1.00 =1.00 0.00 0.00 =1.00 0.00 1.00
WO Subtotal: 103.00 5.00 108.00 2.75 2.25 0.00
- Std Cost Rewd:
- Scrapped:
- Mthd Chg Var:
Balance:

The Standard Cost Received is the quantity completed multiplied by the standard cost of the parent

in effect at the point of receipt.

Scrapped amount is the quantity rejected multiplied by the GL Standard cost of parent item at the

point of receipt.
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Method Change Variance

Method Change Variance

Work Order Cost Report 10/06/1)
H H SR
Residual cost in WIP cap 10U
work Grder: 1025 ID: 2287278 Batch:
emarks :
Ttem Humber: 50010 Sales/Job: Oty Ordered: 1.0 Order Date: 10,/06/10 ST
Acoustic Trandsucer Quantity Completed: 1.0 Release Date: 10/06/10
WO Stat: € Supplier: Oty Rejected: 0.0 Cue Date: 10,/14/10
Expected Accrued Rate Usage #vg Cost
Accumu] ated Cost Variance Accumulated Variance Variance  Received to
Item Number Quantity  (Ref Only)  (Ref Only) Cast Fosted Posted Finished Goods Balance
50011 1.0 76.50 0.00 76.50 0.00 0.00 .00 76.50
60012 6.0 .00 0.00 6.00 0.00 0.00 0.00 6.00
Material Total: 82.50 0.00 8250 0.00 0.00 .00 82.50
Dperation: 1w 1.0 10,00 2,50 12.50 .00 2.50 0.00 10.00
{ Operation: 15 1.0 0.00 0.00 0.00 0.00 .00 0.00 0.00
Operation: 20 1.0 5.00 2.50 7.50 2.50 0.00 .00 5.00
Labor Total: 15.00 5.00 20.00 2.50 2.50 .00 15.00
Operation: 10 1.0 3.00 0.7% 3.7% 0.00 0.75 0.00 .00
Cperation: 15 .0 o.00 0.00 Q.00 .00 .00 @00 .00
Operation: 20 1.0 1.50 0.25 1.75 0.25 0.00 0.00 1.50
lBurden Total: a.50 1.00 5.50 0.28 0.75 .00 4.50
Operation: 10 .0 0.00 0.00 o.00 .00 0.00 0,00 .00
Operation: 15 0.0 1.00 -1.00 0.00 0.00 =1.00 0.00 1.00
Operation: 20 2.0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Subcontract Total: 1.00 -1.00 0.00 0.00 -1.00 0.00 1.00
WO Subtotal: 103.00 5.00 108.00 2.75 2.25 0.00 103.00
= 5td Cost Rowd:
- Mthd Chg Var:
—Cost standard
Balance:

Caused by changing —Product structure

—Routing

—Waork center

Method Change Variance is the residual cost in work in process. A residual work in process is
caused by changing the cost standard, product structure, routing, or work center.

« If roll-ups are not performed after a change, the resultant differential in costs will produce a
method change variance

If the work order is in process at the time of the roll-up, a revaluation of work in process
may be required

Work orders that are not released or closed do not need to be revalued

« Using an alternate bill of material or routing will result in a Method Change Variance, unless
the cost of the alternate is equal to the primary bill of material and routing that was the basis
for the standard cost

« Direct updates to values in the WO BOM/Routing, which control variance calculation, like
frozen quantity per, will result in a Method Change Variance

« |If set-up time is used and the Qty Received-plus-Qty Rejected amount on the work order
varies from the Order Qty in Item Planning Data, a Method Change Variance will result

- |f the Qty Complete in the Shop Floor Control reporting is different than the Qty Received-
plus-Qty Rejected amount in the work order, a Method Change Variance will result
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Information Sources

Information Sources
n Work Order History Report 10/07/10 12:08
P
QAD 10USA ag
Work Order: 1025 ID: 2287278 Batch:
Remarks :
Item Number: 50010 Sales/lob: Qty Ordered: 1.0 Order Date: 10/06/10
Acoustic Trandsucer Quantity Completed: 1.0 Release Date: 10,/06/10
WO Stat: C Supplier: Qty Rejected: 0.0 Due Date: 10/14/10
Received By: ami Received Date: 10/06/10 WO Closed By: gmi W0 Close Date: 10/06/10
Item Number Description UM Qty Required Qty Issued Unit Cost  Extended Cost
50011 Ultrasound Array EA 1.0 1.0 76.50 76.50
60012 Electrodes EA 6.0 6.0 1.00 6.00
82.50
Standard Actual
Op Standard Operation wWork Ctr Qty Comp Amt Reqd Std Rate Standard Cost Amt Used Act Rate Actual Cost
10 1000 Labor: 1.0 2.0 5.00 10.00 +5 5.00 12.50
ASSEMBLE ULTRASOUND Burden: 1.0 2.0 1.50 3.00 2.5 1.50 3.7%
Subcontr: 0.0 0.0 .00 Q.00 0 0.00 0.00
Operation Total : 13.00 16.25
15 2270 Labor: 1.0 0.0 0.00 Q.00 0.0 0.00 Q.00
Sube Attach Elec/Plate Burden: 1.0 0.0 0.00 0.00 0.0 0.00 0.00
Subcontr: Q.0 1.0 0.00 1.00 Q.0 0.00 0.00
Operation Total : 1.00 0.00
20 1040 Labor: 1.0 1.0 5.00 5.00 1.0 7.50 7.50
TEST ACOUSTIC TRANSDUCER Burden: 1.0 1.0 1.50 1.50 1.0 1.75 1.75
Subcontr: 0.0 0.0 0.00 Q.00 0.0 0.00 Q.00
Operation Total : 6.50 9.2%
Routing Total : 20.50 25.50
work Order Total : 108.00

Information sources that are particularly relevant to work order transactions and costing are
outlined below.

Work Order Cost Report (16.3.4)

Prints general cost information for one or more work orders, including issues, labor costs, receipts,
GL cost, and variance information. This report can be printed for closed and open work orders. If
this report is run for work orders that have not been processed by Work Order Accounting Close
(16.21), the variances calculated may be incomplete.

Work Order WIP Cost Report (16.3.5)

Shows how the WIP balance is supported by work order activity. It sorts first by WIP account, then
work order, displaying the accumulated material, labor, burden, and subcontract costs, and the cost
of receipts and rejects, to arrive at the cost currently in WIP for each order and each WIP account.
Activities that affect these costs include component issues, labor feedback, operation completions,
purchase order receipts (for subcontract orders), and work order receipts. The WIP Cost Report
should be reconciled to the GL WIP account at month-end.
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Work Order History Report (16.3.6)

The Work Order History Report documents closed work orders with their bills and routings (see
figure on preceding page). Components are reported with the quantities required and issued.
Operations are reported with the actual number of units completed and the expected and actual
hours for set-up and run time. It also shows a comparison of actual values to expected values. The
Standard Rate column expresses what each unit of a particular category (labor, burden,
subcontract) costs based upon the quantity completed. The rate can then be compared with the
actual rate. The Work Order History Report can be printed only for closed work orders.

Operation Transaction Detail Inquiry (16.20.13.9)

Lists detailed audit information about a specific labor feedback transaction; includes time and cost.

Operations Accounting Report (16.20.13.10)

Prints a summary of the GL transactions of type WO generated by Shop Floor Control activities.
Several examples of this report are shown throughout this chapter.

Transactions Detail Inquiry (3.21.1)

Lists detailed audit information about a specific work order issue or receipt transaction. Several
examples of this report are shown throughout this chapter.

Transactions Accounting Report (3.21.16)

Prints a summary of the GL transactions of type IC.

Unposted Transaction Inquiry (25.13.13); Unposted Transaction Register (25.13.14)

Lists GL transactions that have been created but not yet posted.
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Purchase-Related Variances

Purchase Price
Calculated at PO Receipts, 5.13.1

Reports:
Transaction Receipts Report, 5.9.14; Transactions
Detail Inquiry, 3.21.1

[PO Unit Cost - (GL Unit Cost - OH)] x PO Qty Rev’d

AP Rate
Calculated at Supplier Invoice Create, 28.1.1.1

Reports:
Matching Variance Rpt. 28.2.7
Transactions Detail Inquiry, 3.21.1

(Invoice Unit Cost - PO Unit Cost) x Invoice Qty

AP Usage
Calculated at Supplier Invoice Create, 28.1.1.1

Reports:
Matching Variance Rpt. 28.2.7;
Transactions Detail Inquiry, 3.21.1

Manufacturing-Related Variances

(Invoice Qty - PO Receipt Qty) x PO Unit Cost

Material Rate

Calculated at WO Component Issue, 16.10; WO
Receipt Backflush, 16.12; Repetitive Backflush,
18.22.13

Reports:
Work Order Cost Report, 16.3.4; Transactions
Detail Inquiry, 3.21.1

(WO BOM Unit Cost at Issue - GL Unit Cost) x
Actual Qty Iss’d

Material Usage

Calculated at WO Accounting Close, 16.21; Cum
Order Close, 18.22.10; Post Accumulated Usage
Var, 18.22.9

Reports:

Work Order Cost Report, 16.3.4; Transactions
Detail Inquiry, 3.21.1; Repetitive Operations
Accounting Report, 18.22.4.9

{Actual Qty Issued - [qgty per x (qty completed + gty
rejected)]} x GL Unit Cost

Labor Rate

Calculated at SFC feedback, 16.20.1, 16.20.2,
16.20.3; can be deferred until WO Receipt, 16.11,
16.12; Repetitive Backflush, 18.22.13

Reports:

Work Order Cost Report, 16.3.4; Operations
Accounting Rpt, 16.20.13.10;

Rep Ops Accounting Rpt, 18.22.4.9

Per Operation:
[(Actual Set-Up Rate - Std Set-Up Rate) x Actual Set-Up Hrs]
+ [(Actual Run Rate - Std Run Rate) x Actual Run Hrs]

Set-up and run rates are equal to the payroll rate (defined in 14.13.21)
or the work center rate if payroll is not set up

No variances if no labor reporting

Labor Usage

Calculated at SFC feedback, 16.20.1, 16.20.2,
16.20.3; can be deferred until WO Receipt, 16.11,
16.12; Post Accumulated Usage Var, 18.22.9;
Cum Accounting Close, 18.22.10

Reports:

WO Cost Report, 16.3.4;

Operations Accounting Rpt, 16.20.13.10;
Rep Ops Accounting Rpt, 18.22.4.9

Per Operation:

[(Actual Set-Up Hrs - Std Set-Up Hrs) x Std Set-Up Rate] +
[(Actual Run Hrs - *Std Run Hrs) x Std Run Rate]

*Std Run Hrs =
Std Run Hrs x (Qty Completed + Qty Rejected)
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Burden Rate
Calculated at SFC feedback, 16.20.1, 16.20.2, Per Operation:
16.20.3; WO Receipt, 16.11, 16.12; Repetitive  racy a1 Set-Up Bdn - Std Set-Up Bdn) x Actual Set-Up Hrs]

Backflush, 18.22.13 + [(Actual Run Bdn - Std Run Bdn) x Actual Run Hrs]
Reports: Actual Set-Up Bdn = (Actual Set-Up Rate x Lbr Bdn %) + Lbr Bdn
WO C(_JSt Report, 16_-3-4; Rate + (Mach Bdn Rate x Mach/Op)

Operations Accounting Rpt, 16.20.13.10; Std Set-Up Bdn = (Std Set-Up Rate x Lbr Bdn %) +

Rep Ops Accounting Rpt, 18.22.4.9 Lbr Bdn Rate + (Mach Bdn Rate x Mach/Op)

Actual Run Bdn = (Actual Run Rate x Lbr Bdn %) +
Lbr Bdn Rate + Mach Bdn Rate

Std Run Bdn = (Std Run Rate x Lbr Bdn %) +
Lbr Bdn Rate + Mach Bdn Rate

Burden Usage
Calculated at SFC feedback, 16.20.1, 16.20.2, Per Operation:

16.20.3; can be deferred until WO Receipt, 16.11, (At Set-Up Hrs - Std Set-Up Hrs) x Std Set-Up Bdn] + [(Act
16.12; Post Accumulated Usage Var, 18.22.9; Run Hrs - Std Run Hrs) x Std Run Bdn]

Cum Order Close, 18.22.10;
Std Set-Up Bdn = (Std Set-Up Rate x Lbr Bdn %) +

Reports: Lbr Bdn Rate + (Mach Bdn Rate x Mach/Op)
WO Cost Report, 16.3.4; Std Run Bdn = (Std Run Rate x Lbr Bdn %) +
Operations Accounting Rpt, 16.20.13.10; Lbr Bdn Rate + Mach Bdn Rate

Rep Ops Accounting Rpt, 18.22.4.9

Subcontract Rate

Calculated at PO Receipt, 5.13.1 (Subcontract PO Unit Cost - Subcontract Unit Cost from
Routing) x Qty Received

Subcontract Usage

Calculated at WO Accounting Close, 16.21; Post [Qty Received - (Op Qty Completed + Op Qty Rejected)] x
Accumulated Usage Var, 18.22.9; Cum Order Subcontract Unit Cost from Routing
Close, 18.22.10

Method

Calculated at WO Accounting Close, 16.21; Cum Balance of WO/ID value remaining
Accounting Close, 18.22.10

Mix (Co/By-Products)
Calculated at WO Accounting Close, 16.21 [Order Qty - (Receipt Qty + Scrap Qty)] x GL Unit Cost
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PO Receipts
Purchase Price Variance
[PO Unit Cost - (GL Unit Cost - OH)] x PO Qty Rev’d
Subcontract Rate Variance

(Subcontract PO Unit Cost - Subcontract Unit Cost from Routing) x Qty Received
Voucher Maintenance

Accounts Payable Rate Variance

(Invoice Unit Cost - PO Unit Cost) x Invoice Qt

Accounts Payable Usage Variance

(Invoice Qty - PO Receipt Qty) x PO Unit Cost
Work Order Component Issue

Material Rate Variance

(WO BOM Unit Cost at Issue - GL Unit Cost) x Actual Qty Iss’d
Labor Feedback

Labor Rate Variance

[(Actual Set-Up Rate - Std Set-Up Rate) x Actual Set-Up Hrs] + [(Actual Run Rate - Std Run Rate) x
Actual Run Hrs]

Labor Usage Variance

[(Actual Set-Up Hrs - Std Set-Up Hrs) x Std Set-Up Rate] + [(Actual Run Hrs - *Std Run Hrs) x Std Run
Rate]

*Std Run Hrs = Std Run Hrs x (Qty Completed + Qty Rejected)
Burden Rate Variance

[(Actual Set-Up Bdn - Std Set-Up Bdn) x Actual Set-Up Hrs] +
[(Actual Run Bdn - Std Run Bdn) x Actual Run Hrs]

Burden Usage Variance
[(Act Set-Up Hrs - Std Set-Up Hrs) x Set-Up Bdn] + [(Act Run Hrs - Std Run Hrs) x Run Bdn]
Work Order Accounting Close

Subcontract Usage Variance
[Qty Received - (Op Qty Completed + Op Qty Rejected)] x Subcontract Unit Cost from Routing

Material Usage Variance

{Actual Qty Issued - [qty per x (qty completed + qty rejected)]} x GL Unit Cost
Method Variance
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Components of Item Cost

Material

Dependent On
Material/Purchase Price

Defined In
Item Master Maintenance, 1.4.1, 1.4.9, 1.4.18

Work Center Labor Rates
Work Center Setup Rates
Run Time per Unit

Setup Time per Lot
Order Quantity
Subcontract Cost

Quantity Per Product Structure Maintenance, 13.5, 15.5
Scrap % Product Structure Maintenance, 13.5, 15.5
Phantom Item Master Maintenance, 1.4.1, 1.4.7, 1.4.17
Pur/Mfg Item Master Maintenance, 1.4.1, 1.4.7. 1.4.17
Structure Type Product Structure Maintenance, 13.5
Yield % Routing Maintenance, 14.13.1

Labor
Dependent On Defined In

Work Center Maintenance, 14.5

Work Center Maintenance, 14.5
Routing Maintenance, 14.13.1, 14.13.2
Routing Maintenance, 14.13.1, 14.13.2
Item Master Maintenance, 1.4.1
Routing Maintenance, 14.13.1

Burden
Dependent On Defined In
Work Center Labor Burden Rates Work Center Maintenance, 14.5
Work Center Labor Burden Percent Work Center Maintenance, 14.5
Work Center Machine Burden Rate Work Center Maintenance, 14.5
Machines/Operation Work Center Maintenance, 14.5

All of the items under Labor (above)
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