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DESCRIPTION 
 
There are instances when companies cannot immediately determine the actual cost 
for a particular item; thus, a standard cost is used as a close estimate. Since 
standard costs are usually different from actual costs, there is a need to calculate 
and recognize the variance between the actual cost and the standard cost. 
 
This Technical Note discusses how to set up inventory items to use the standard cost 
method. This document also discusses when AccountMate recognizes the standard 
cost variance and the transaction that create the variance. This article also lists the 
changes in existing functions and reports in relation to this new feature. 
 
SOLUTION  
 
A. Assigning Standard Cost Method to Inventory Item  

 
Create a new inventory item record assigned with a standard cost method. To do 
this, perform the following steps: 

 
1. Access the Inventory Maintenance function. 
2. Enter a value in the Item # field; then, click the Lookup button beside the 

field or press Enter on your keyboard. 
3. Click the Add button in the Item # Leading Search window. 
4. In the Choose Inventory Type window, select an inventory type, then click 

OK or click Cancel to leave the Inventory Type field blank.  
5. Review or enter required information in all tabs. Be sure to select a standard 

cost in the Settings (1) ► Cost Method field. Assign any of the following 
new cost methods: 
 
a) Standard – this cost method generates a cost variance adjustment when 

the cost of units added into inventory differs from their assigned standard 
cost value. 

 



b) Standard with Spec ID – a variation of standard cost that expects a 
serial number to be assigned to each unit of the item before it can be sold 
or used. 

c) Standard with S/N - a variation of standard cost that requires a serial 
number to be assigned to each unit before it can be shipped. 
 

6. In the Settings (1) ► Standard Cost field, enter the inventory item’s 
standard cost. 

7. Click Update. 
 
B. Recording Standard Cost Variance 

 
AccountMate will record a standard cost variance when the transaction cost for 
the inventory item assigned with a standard cost method differs from the 
standard cost. Listed below are the functions in each module and an illustration 
that shows when AccountMate will generate a standard cost variance.  

 
1. Purchase Order module 

 
a. Receive Goods 

A standard cost variance is recorded when the received cost is different 
from the inventory item standard cost. 
 
Example: 
Item A’s standard cost is $50. A purchase order for 5 units is recorded for 
Item A with a received cost of $80 each. 
 
In this example, the standard cost variance is $150 which is calculated: 
[($80-$50)*5 units]. 
 

b. Accrue Landed Cost 
A standard cost variance is recorded when landed cost is accrued. 
 
Example: 
Let us assume that landed cost is accrued amounting to $25 to the 
received goods example in the preceding section.  
 
The entire $25 landed cost amount will be recorded as a standard cost 
variance. 

 
2. Inventory Control module 

 
a. Build Kit Item 

A standard cost variance is recorded when the total cost to build the kit 
item is different from its standard cost.  
 

b. Warehouse Inventory Transfer 
A standard cost variance is recorded when the inventory item unit 
transfer cost is different from its standard cost. AccountMate will record 
the variance when the inventory item is received in the target 
warehouse. 

  

 



 
c. Disassemble Kit Item 

The standard cost variance that was recorded when the kit item was built 
will be reversed when the kit item is disassembled. 
 

d. Inventory Adjustment 
A standard cost variance is recorded when the inventory item unit cost 
entered in the Unit Cost field is different from its standard cost. 

 
3. Manufacturing module 

 
a. Post Finish Job 

A standard cost variance is recorded when the total actual cost to 
manufacture the master item is different from its standard cost. 
 

b. Void Finished Job 
The standard cost variance that was recorded when the work order was 
posted to finish job will be reversed when the finish job transaction is 
voided. 

 
4. Return Authorization module 

 
a. Receive RMA 

A standard cost variance is recorded when the inventory item unit cost 
entered in RMA Transaction ► Line Item Details ► Unit Cost field is 
different from its standard cost. The variance is recorded when the 
inventory item is received. 
 

b. Receive RTV 
A standard cost variance is recorded when the inventory item unit cost 
entered in the RTV Transaction ► Line Items ► Unit Cost field is 
different from the inventory item standard cost. The variance is posted 
when the inventory item receipt is recorded. 
 

c. Defective Inventory Adjustment 
Similar to the Inventory Adjustment function, a standard cost variance is 
recorded when the inventory item unit cost entered in the Unit Cost field 
is different from its standard cost. 

 
The journal entries that AccountMate generates to recognize the standard cost 
variance are as follows: 
 

1. Unfavorable variance (actual cost is more than the standard cost) 
 
Cost Variance  xxxx 
 Inventory   xxxx 

 
2. Favorable variance (actual cost is less than the standard cost) 
 

Inventory   xxxx 
 Cost Variance   xxxx 

 

 



The cost variance account that AccountMate uses is from the inventory item’s 
revenue code Cost Variances GL Account ID.  

 
C. Maintaining Standard Cost 
 

Before any user can edit/update the inventory item standard cost, access rights 
must be granted to them. The user must have extended security access rights to 
Edit Standard Cost in Maintenance and Adjust Unit Cost in Inventory 
Adjustment. Refer to the Online Help on how to assign extended security access 
rights.   

 
To update the inventory item standard cost, perform the following: 
 
1. Access the Inventory Control module. 
2. Under the Maintenance menu, select the Inventory Cost Update function. 
3. In the Criteria area, select the inventory item record or group of inventory 

items (by class or product line) that you want to update the standard cost. 
4. Select and enter the cost update information in the areas enumerated below: 

a. Based Standard Cost On 
b. Update Standard Cost By 
c. Round Standard Cost to 
d. Base Return Cost On 
e. Update Return Cost By 
f. Round Return Cost to 

5. Click OK. 
6. Review the information in the Update Item Cost window. 
7. Enter a description for the transaction or a reason for the update in the 

Remark field. 
8. Accept the default posting date, or change it, if necessary 
9. Click Save. 
 
AccountMate also allows users to change the inventory item cost method. For 
example, you can change an inventory item’s cost method from Average to 
Standard. You can do this using the Change Inventory Cost Method function. 
This function has been enhanced to support the following cost method changes:  
 
1. Average to Standard 
2. FIFO to Standard 
3. LIFO to Standard  
4. Specific ID to Standard with Spec ID 
5. Average with S/N to Standard with S/N  
6. Standard to Average 
7. Standard to FIFO 
8. Standard with Spec ID to Specific ID 
9. Standard with S/N to Average with S/N 
 

AccountMate will post an inventory adjustment journal entry to reflect the change 
in the inventory item value as a result of the change in the cost method. 
 

Note: Consult your cost accountant before you change inventory cost method. 
 
 
 

 



 
D. Generating Reports 
 

AccountMate enhanced some reports to help you review and verify cost 
variances. These enhanced reports include the following: 
 
1. Inventory Adjustment Report 

The following options are added to this report: 
a. All Adjustment Types 
b. Inventory Adjustments Only 
c. Cost Adjustments Only  
d. Disassembled Kit Cost Adjustments Only 
e. PO Cost Rounding Adjustments Only  
f. RMA Receipt Cost Adjustments Only 
g. Standard Cost Variance Adjustments Only  
h. Physical Count Adjustments Only  
i. Recalculation Adjustments Only 
j. Change Cost Method Adjustments Only  

 
2. Revenue Code Listing 

This report now displays the Cost Variances GL Account ID. 
 

3. The following reports now display each inventory item’s Cost Method: 
a. Item Profile 
b. Customer Item Profile 
c. Vendor Item Profile 
d. Inventory Item Listing 
e. FIFO/LIFO Inventory Listing 
f. Inventory Cost Listing 
g. Inventory Cost Adjustment Requirement Report 
h. Inventory Type Listing 

 
4. Inventory Transaction Log 

This report now displays the SADJ transaction type code which pertains to 
standard cost variance adjustments. 
 
 

Understanding the standard cost feature helps you review and analyze cost variances 
posted from various transactions in AccountMate.   
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