ABSORBED COSTS FLOW

How material, labor, manufacturing overhead, and subcontract costs are absorbed into inventory value
and reflected in cost of goods sold.

JOB COSTING FLOW

PO RECEIPT

Purchased materials are received
into inventory at PO Receipt cost.

ACCOUNTING IMPACT

INVENTORY

Inventory Value is an Average
cost based on PO and
Job Receipts.

}

JOB ISSUE

Materials and completed Subassemblies
are issued to Work in Process at Inventory Cost.

JOB LABOR WORK IN PROCESS (wip)
Job Labor transactions absorb Labor and Elolds sosts for ighsin
Overhead into WIP based on Shop Rates. }
progress.
JOB SUBCONTRACTING
Job Subcontract Costs and Misc Job Costs
are absorbed into WIP at PO Receipt of Subcon PO.
JOB RECEIPT FINISHED GOODS INVENTORY

Job Outputs are received into
inventory at the full absorbed job cost.

JOB CLOSE

Job close brings each completed job’s
Work in Process balance to zero, keeping
the overall Work in Process account in
balance with the jobs still in progress.

== ORDER PICKING & INVOICE
$ Finished goods are relieved from inventory
at Order Picking and posted to cost of

Your top level manufactured items
contain fully absorbed costs from
all levels of production.

|

COST OF GOODS SOLD (coGs)

Recognized when finished goods
are invoiced.
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goods sold when invoiced.

BEST PRACTICE: Release jobs only with material, execute transactions in real time,

run work centers by priority, and keep work in process aligned with the master schedule.




