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COSTING AGENDA

• Elements of Cost

• Cost Sets

• Constants Affecting Costing

• Purchase Costing

• Manufacturing/Transfer Costing

• COST.ROLLUP

• COST.WB

• MOVE.COST.SETS



• Material - The direct cost of obtaining material  

• Material cost is the cost of materials used to manufacture a product 

• It excludes indirect material costs (such as cleaning supplies)

• Labor - The labor dollars tied to manufacturing a part  
• Calculated labor cost is the cost of labor throughout the routing of a part, based on standard work 

center costs for each sequence of a part.

• Burden - The Fixed Overhead cost related to labor 

• Outplant - The costs related to outplant transactions tied to the manufacturing process

• Freight – Incoming material costs tied to freight delivery

• Material Burden – The cost tied to the storage of your materials

• Variable Burden – Burden costs that vary by material 

COST ELEMENTS

https://www.accountingtools.com/articles/cost


ELEMENTS OF COST

• Incremental Cost in M2K

• Cost occurs at that level

• Purchased Parts

• Material

• Material Burden

• Freight

• Variable Burden

• Manufactured/Transfer Parts

• Labor

• Burden

• Outplant

• Variable Burden



ELEMENTS OF COST

• Rolled Costs – The sum of all 
incremental costs at lower 
levels of the bill

• excluding the current level

• also excluding costs tied to any 
materials structured to a 
purchased part 

• and any bill relationships with 
PS type 3 or 4

• Lots of nuance here…



COST SETS

• Six Cost Sets for Use

• Accounting Value – The cost on your 
books

• Current Cost – Often used for historical 
cost from previous year 

• Standard  Cost – Often used for historical 
cost from previous year or two years ago

• Simulation Cost – calc for future

• Last Actual – Last receipt cost 

• Average Actual – average of N receipts



COST.CONSTANTS



COST.CONSTANTS



COST.CONSTANTS



WOC.CONSTANTS AVERAGING AND ‘ACTUAL COSTING’



CR.CONSTANTS



PURCHASE COSTING

• With STD Costing – cost is 
maintained manually 

• With AVE Costing – cost is 
averaged over the on hand

• Covered in PUR.PRICING session 
since costing and pricing have 
much overlap for purchased parts



MANUFACTURE/TRANSFER COSTING



COST.ROLLUP

• Computes item unit costs based on 
the bill of material 

• It computes current level costs of 
labor and burden, the sum of all 
lower costs, or all

• Roll Routing/Bill

• Single/Multi level

• Cost Set

• Incomplete Flag

• Audit report for errors



WORK.CENTERS



COST.WB



MOVE.COST.SETS



CALC.BURDEN



WORK ORDER COSTING – IF TIME PERMITS



DISPLAY.AV.CHANGES



• M2K.ACCOUNTING.DOC 

DOCUMENTATION
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