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TechTalk 

Series

• Inventory Accounting Setup

• Inventory Accounting Models 

• Standard Cost and the Costing Sheet

• Manufacturing Accounting

• Inventory Closing

• Global Inventory Accounting Add-in



Riddle of the day

What does the accountant do in 

his free time?



Agenda

• Describe the benefits and terminology 

related to standard costing.

• Review setup required for standard costing.

• Discuss how the costing sheet is used with 

standard costing.

• Perform cost calculations and review results.

• Discuss other considerations for standard 

costing.



Standard costing
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Costing strategies

Actual Costing Average Costing Standard Costing



What is standard cost?

Predetermined cost used on every transaction

Based on past experience

Typically set annually

Periodically compared to actual costs

Differences in standards to actuals creates variances



Standard cost example
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Standard cost vs other strategies

Does actual price fluctuate 
frequently?

Should variance be recognized 
in the general ledger?

Do different items behave 
differently?



The costing sheet
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Cost analysis



Cost groups

Cost groups - Supply Chain Management | Dynamics 365 | Microsoft Docs

https://docs.microsoft.com/en-us/dynamics365/supply-chain/cost-management/cost-groups


Cost group considerations for materials

Sourcing 
strategy

Types of 
materials

Overheads



Cost group considerations for labor

Resource Types Resource costs Overheads Segmentation



Cost group considerations for indirect cost

Calculation 
method

Accuracy of 
overhead rates

Build vs buy Reconciliation



Costing sheet facts

Only one per 
legal entity

Only one 
person can 

open at a time

Must validate 
to check for 
duplicates

Is a hierarchical 
representation 
of cost groups

Defines the 
format of the 
cost groups

Required for 
indirect costs



Demo – Costing sheet elements



Costing sheet elements demo



Cost activation and 

maintenance
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Costing version

Costing versions overview - Supply Chain Management | Dynamics 365 | Microsoft Docs

https://docs.microsoft.com/en-us/dynamics365/supply-chain/cost-management/costing-versions


Item prices



Calculation groups

BOM calculations groups - Supply Chain Management | Dynamics 365 | Microsoft Docs

https://docs.microsoft.com/en-us/dynamics365/supply-chain/cost-management/bom-calculation-groups


Demo – Calculate an item price



Calculate an item price demo



Cost price maintenance

Review 
variances

• Identify 
inaccurate 
standards

• Investigate 
processes with 
high variability

Calculate 
planned 
costs

•Simulate cost 
changes

•Estimate sales 
prices

Review 
planned 
costs

•Find anomalies

•Correct where 
needed

Calculate 
standard 
costs

•Copy item 
prices

•Block costing 
version

•Activate costs



Standard cost 

variance analysis
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Purchase price variances
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Purchase price variance voucher example



Purchase price variance account



Demo – Variance analysis statement



Variance analysis statement demo



Analyze costs for a purchase order



Resources and 

recommendations
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DO’s and DON’Ts

DO’s

Block activation after final costs 
are activated

Block cost creation when 
calculations are complete

Prioritize flexibility and 
maintainability of costing sheet

Establish a periodic process for 
maintenance and update of 
standard costs

Run cost calculations for large 
sets of items using batch 
processes

DON’Ts

Implement standard cost if it is 
not allowed in your region

Use fixed receipt price as a 
replacement for standard cost

Make too many costing groups

Update your standard cost more 
frequently than necessary

Forget to assign cost groups to 
all items and resources/groups

Omit cost groups from the cost 
sheet



Additional resources

 Part 1: Inventory Accounting Setup in Dynamics 365 Supply Chain 

Management | February 15, 2022 - Microsoft Dynamics Blog

 Cost management home page - Supply Chain Management | 

Dynamics 365 | Microsoft Docs

 Yammer : Finance and Operations Insider Program : Cost Accounting 

& Cost management : All Conversations

 Ideas List (dynamics.com)

 Standard cost conversion overview - Supply Chain Management | 

Dynamics 365 | Microsoft Docs

https://community.dynamics.com/365/dynamics-365-fasttrack/b/techtalks/posts/part-1-inventory-accounting-setup-in-dynamics-365-supply-chain-management-february-15-2022
https://docs.microsoft.com/en-us/dynamics365/supply-chain/cost-management/cost-management-home-page
https://www.yammer.com/dynamicsaxfeedbackprograms/#/threads/inGroup?type=in_group&feedId=7577877&view=all
https://experience.dynamics.com/ideas/categories/list/?category=1e6c6fe0-a302-e711-8106-5065f38a3bb1&forum=515617a5-dedb-e911-a814-000d3a4f1244
https://docs.microsoft.com/en-us/dynamics365/supply-chain/cost-management/standard-cost-conversion-overview


Vote on additional sessions at aka.ms/D365CostingTechTalks 
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What does the accountant 
do in his free time?

He journals!!! HAHAHA
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Thank you!
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