CETECERP

Payroll Best Practices For SMB MFG



WHY?

How do | setup Cetec ERP so | can see Labor
COGS/expenses on my Income Statement, in
the way that *I* want to see it!

Let’s review COGS Labor tracking and payroll
entry best practices.



COGS Labor & Payroll Best Practices

Method 1 - The Default Settings (The Cetec ERP Way)
Method 2 - The Traditional / Manual Way
Miscellaneous

- Poll The Crowd On An Idea
- Overhead COGS?



Method #1: The Default Cetec ERP Way

Cetec ERP...

- Supports time tracking on work orders

- Will multiply a labor rate (location / work location / user specific) by
hours tracked on a work order

- Helps companies understand actual production costs against
estimates.



Method #1: The Default Cetec ERP Way

Cetec ERP also...

- Takes those production labor costs and lets you map them to COGS
Labor GL entries

- These entries post automatically to financial statements, in real-time,
at time of closing the work order (i.e. ship/invoicing).



Method #1: The Default Cetec ERP Way

Start Work

Work Location Build Operation

Doc Control (Unre v (no operation)

Setup Assigned User Number of Workers

No Jordan Jolly 1

Comments

e

OR ADD TIME & CLOSE AT ONCE

Mours Minutes Pieces

2 Minutes Pieces
Explain and Send Screenshots
https://cogslaborandpayroll.cetecerp.com/otd/ord SiEENNIEN




Method #1: The Default Cetec ERP Way

WORK INSTRUCTIONS ORDER INFO PARTS SCHEDULE COMMENTS (0) HISTORY

History

Location Changes

Work Loc User Time
‘ Doc Control (Unreleased Orders) jordan 2022-10-12 21:41:36 Delete ‘
Work History
# Min Passive . Pieces
W
User ork Loc — Start Stop Worked Min Comments Overtime Completed Rate Cost

JGidan Doc Control 2022-10-  2022-10-

(Unreleased 1 12 12 120 e— 0 $25.00 Delete
Jolly

Orders) 19:43:45 21:43:45
|znd-SendSerzenshols—

V cm;sias.‘uoreumlpaymlJ.';ez'zcerp.curr1/9er/ur'_l':rlliwurit;/i;rOtal Labor Value: $50.00 liESt Labor Value: $0.00 | EeW/Edit Work




Method #1:

The Default Cetec ERP Way

Freight Charge $0.00 Freight Cost $0.00 Update
Line . Qty g Work Ship Dock Ext. Ext.
8 Ship Qty Due Prcpart Revision Cost Resale Start Date Hate Date Status Cost Tax Resale
CEE—
Doc Control
i 4 2 1 BOM123 $0.00  $100.00  2022-10-12  2022-10-12  2022-10-12 (Unreleased $0.00  $0.00 $100.00
(Pick) Orders) —
. . Ext Labor:
Est Unit Labor: 0 Actual Unit Labor.e $50.00
Parts Picked Description Bin Qty Picked Qty To Relieve
RAW123 NEW 1 1
Fully Ship | Add To Skid
Freight: $0.00
ORIl  Add w/ Ship Qty to Skid
Z0l Send Seyeenst Use Est.
=APIAID 2ne Nno S oreenss 2
'HU.{J";./)';C-’__Ik'_j# %hﬂgfral,:ezeuem.:umlorde!’é?ﬂt‘zhmuica Tax (0%): $0.00



Method #1: The Default Cetec ERP Way

CETECERE

QUOTES v

ORDERS

INVOICESY CUSTOMERS v LEADS v

Invoice 1.1 NOSI: 2

VIEW

EDIT

LEDGER
DETAILS/SERIALS
COST ANALYSIS
SELL AGAIN
UNINVOICE

PDF (QUICK)
COMMISSION
TAKE PAYMENT
CREATE RMA
PACKING SLIP (QUICK)

TRACEABILITYDOC |

!

siATEe AL

Build Process

5. Invoice 1.1

Customer

Bill To

Ship To

End User
Invoice Date

P.0. Number
=rp.comfinyoice/2]vizw

SALES

UNITIES v REPORTS v

° Success: Invoice Created

ABC Customer

ABC Customer 1234 Street Austin TX 78741 UNITED STATES

ABC Customer 1234 Street Austin TX
78741 UNITED STATES

2022-10-12

2332

Location

Residential

Entry Date

Terms

MN

No

2022-10-12

NET30



Method #1: The Default Cetec ERP Way

G/L Labor COGS & Labor Expense Mapping...

- DB Revenue >> COGS >> COGS Labor
- CR Expenses >> Payroll >> Production Labor
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Method #1: The Default Cetec ERP Way

External Invoice - Debit Full Amount To

External Invoice - Debit Labor Amount To

nd Screenshots

vorandpayroll.cetzcarp.comfconfigledit_transaction?iransaction=rnzp_:

External Invoice - Debit Material Cost To (Inv Impact)

External Invoice - Credit Freight Amount To

External Invoice - Credit Labor Amount To

nd

lcoy ndpzayroll. el
External Invélce Credit Materlal Amount To

Assets -> Current Assets -> Receivables -> Trade

Type: Debit

Suggested/Default Account:
Revenue -> Cost Of Sales -> Labor
Type: Debit

_Suegested/Default Account:
'Revenue -> Cost Of Sales -> Materials

Expenses -> Sales Expense -> Freight Out
Type: Credit

Suggested/Default Account:
Expenses -> Payroll -> Production Labor
Type: Credit

ested/Default Account:

o.cormfconiigledit_transaction?iransaction=map_ a,.!:g,;_.l 7ol

Revenue -> Sales -> Trade Sales

114100 Trade

—% 422000 Labor

421000 Materials

542000 Freight Out

—9 513000 Production Labor

411000 Trade Sales

v

v

1



Method #1: The Default Cetec ERP Way

CETECERR

QUOTES v

Invoice 1.1 NOSI: 2

VIEW

EDIT

LEDGER /
I
DETAILS/SERIALS

COST ANALYSIS

SELL AGAIN

UNINVOICE

PDF (QUICK)
COMMISSION

TAKE PAYMENT

CREATE RMA

PACKING SLIP

(QUICK)
—

ORDERS v

INVOICES v

Build Process

5. Invoice 1.1

rp.comfinvoicze/2)yisw

CUSTOMERS v

LEADS v

Customer

Bill To

Ship To

End User
Invoice Date

P.O. Number

SALES

OPPORTUNITIES ¥ REPORTS v

° Success: Invoice Created

ABC Customer Location
ABC Customer 1234 Street Austin TX 78741 UNITED STATES

ABC Customer 1234 Street Austin TX Residantial
78741 UNITED STATES

2022-10-12 Entry Date
2332 Terms

MN

No

2022-10-12

NET30
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Method #1: The Default Cetec ERP Way

Displaying1-40of4 Export +/-Columns
:ntry Name Date By g:::“ l(:)bject .Fr’;z?ent Account :ccount Amount
6 '1'?‘1’°ice igzz-lo- jglrl‘:la" Invoice 2 N/A Trade 114100 $100.00
5 |1r'1;./oice igzz-lo- jg[ga" Invoice 2 N/A ) Labor —p 422000
6 'lrf‘l’°ice igzz-lo- jglrl‘;a" Invoice 2 N/A f:;i‘r’dw" =3 513000
6 'ﬁmice igzz-m- jglrga" Invoice 2 N/A Trade Sales 411000 $-100.00
""""" P e plaving 1- 4 of 4 Export  +/- Columns




Method #1: The Default Cetec

Profit And Loss Statement

ERP Way

Hide Warnings

Date  2022-01-01 - 2022-10-12 Location

Show % Sales? O Show 0 Balances? [

More Options ~

Retained Earnings

Show YTD?

Show/Hide All Sub Accounts

Displaying1-230f23 Export +/- Columns

Account # Account Name ] 2022-10-12
400000 » Revenue $50.00
9 Gross Profit
500000 » Expenses $-50.00
é Total Expenses
600000 Other Income And Expense $0.00
$0.00

Total Other Income And Expense

Explainand Sznd Screenshots
heipsificogslaborandpayroll.cetzcerp.com/accou NS Nesfinchme

$100.00

0

14



Method #1: The Default Cetec ERP Way

Account # Account Name 2022-10-12
411000 Trade Sales $100.00
Net Sales $100.00
420000 v Cost Of Sales $0.00
422000 Labor $-50.00

Total Cost Of Sales
9 Gross Profit $50.00

500000 ~ Expenses $-50.00
510000 v Payroll $0.00

513000 Production Labor $-50.00

Total Payroll $-50.00

Explain and Send Screenshots éTotal Expenses @
hitpsillcoyslavorandpayroll.catzcerp.comfaccounting/atprofit loss



Method #1: The Default Cetec ERP Way

SwordEdge #1

- Real-time “Gross Profit” on the income statement be real-time and
accurate in the middle of a pay period
- But, Net Income will be overstated, *until* you enter the payroll entry.
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SERPCOC It (GOPE - SO

—_—— -

Method #1: The Default Cetec ERP Way

Account Name 2022-10-12
» Revenue $50.00
Gross Profit $50.00
» Expenses $-50.00
Total Expenses $-50.00
Other Income And Expense $0.00
Total Other Income And Expense $0.00
Net Income $100.00

Explain and Send Screenshols

Lo S R

-

nitps:/lcogslavorandpayroll.cetzcarp.cormfaccounting/esa profit_loss

Aan fLAan

| S
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Method #1: The Default Cetec ERP Way

*Until* you enter the payroll entry...
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Method #1: The Default Cetec ERP Way

Add Ledger Entry

Entry Name Payroll this pay period Transaction Date 2022-10-12

Entry Description (entry description) location Main N
Payment Type (select type) v Payment Ref # (payment ref)

Account Notes MAmount In) Credit (Amount Out)

| 111000 Cash & v| (None) v ( 50

| 513000 Production Labor v (None) v
Retained Earnings Entry? ([ Entry Balanced. Add Split Remove Split
Add Reversing Entry?

Explain zind Send Screenshots

ftipsflcogslzporandpayroll.catzcarp.comllzdyzr/lzdgarZdoni [oad="L



Method #1: The Default Cetec ERP Way

Account Name 2022-10-12
» Revenue $50.00
Gross Profit e $50.00
Expenses $0.00
Washed!

Total Expenses $0.00

Other Income And Expense $0.00

Total Other Income And Expense $0.00

Net Income $50.00

—explainrandSend-Sereeashoks

niips:/llcoyslaporandpayroll.cetzcarp.cormnmfaccounting/ext_profit_loss
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Method #1: The Default Cetec ERP Way

CAUTION!

- Make sure you map your payroll GL entry to the right account!
- Map it to CREDIT CASH and DEBIT [the same account as your GL
mappings dictate...]

External Invoice - Credit Freight Amount To Expenses -> Sales Expense -> Freight Out 542000 Freight Out v
Type: Credit
Suggested/Default Account:

External Invoice - Credit Labor Amount To Expenses -> Payroll -> Production Labor —9 513000 Production Labor v
Type: Credit

olain and Send Screznshois

nttps:/icoyslaborandpayroll.cetzcarn.comfconiigledit_transaction?iransaction=rmap :s‘vl:er;efsgxe/gl'gefau“ Account: -
External Invoice - Credit Material Amount To Revenue -> Sales -> Trade Sales 411000 Trade Sales Ml Set

21



Method #1: The Default Cetec ERP Way

CAUTION!

- (in other words... don’t map your payroll GL entries to COGS!)

22



Method #1: The Default Cetec ERP Way

CAUTION!

- Many folks are accustomed to entering the payroll to credit cash and

debit labor COGS.
- But, if you did that... you would be double dipping, debiting Labor

COGS twice.

(This is a common problem after moving from Quickbooks to Cetec ERPY!)

23



Method #1: The Default Cetec ERP Way

Incidentally...

- This brings us to Method #2

24



Method #2: Traditional/Manual Way

Context...

- In the above slides, we saw the pitfalls of mapping your GL production
payroll entries straight to COGS Labor.

- People are accustomed to mapping their payroll entries directly to
COGS Labor... because they've never had a work order time
tracking system directly integrated to auto-post to COGS GL (to

impact gross profit in real-time).

25



Method #2: Traditional/Manual Way

But...

- That being said, some people *LIKE* having control and manually
posting to COGS Labor to control their Gross Profit numbers at month
end!

26



Method #2: Traditional/Manual Way

It’s understandable...

If your time tracking numbers and respective rates post automatically
to Labor COGS, then you're relying on the discipline of your shop floor
employees and supervisors to accurately log time to produce accurate

labor COGS on your P&L.
During phase one of a new Cetec ERP implementation... this could

be scary!

27



Method #2: Traditional/Manual Way

So...

- How would you setup Cetec ERP to keep the benefit of nice
production labor estimate vs. actual cost reporting...

- ...But avoiding the automatic posting of production labor time tracking
to the income statement.

The trick is in your GL Mapping Settings.

28



Method #2: Traditional/Manual Way

GL Mapping Settings...

- On external invoice and internal invoice (build to stock work orders),
anywhere you see “labor”, set the credit and debit to post to the same
wash account (it doesn’t matter which account!)

29



Method #2: Traditional/Manual Way

114100 Trade

Assets -> Current Assets -> Receivables -> Trade
Type: Debit

External Invoice - Debit Fu

—_9 422000 Labor Al Set

Set

External Invoice - Debit Labor Amount To

_Suegested/Default Account:

ansaciion=rap 2=

nv Impact) Revenue -> Cost Of Sales -> Materials 421000 Materials

v Set

Expenses -> Sales Expense -> Freight Out 542000 Freight Out

Type: Credit

Suggested/Default Account:
Expenses -> Payroll -> Production Labor —9 513000 Production Labor M| Set

Type: Credit

External Invoice - Credit Freight Amount To

External Invoice - Credit Labor Amount To

. . o e e e e Suggested/Default Account:
coy ndpayroll.cetecero.cormfconiigledit_transaction?iransaction=rmap 228 Nvyolc2
ernal Invoice - Credit Material Amount To Revenue -> Sales -> Trade Sales 411000 Trade Sales Ml Set

30
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Method #2: Traditional/Manual Way

External Invoice - Debit Full Amount To
Type: Debit

Suggested/Default Account:
External Invoice - Debit Labor Amount To Revenue -> Cost Of Sales -> Labor
Type: Debit

Explairrand-Sznd-Screenshots

worandpayroll.cetecerp.com/configlzdit_irans

actionZieansaction=map_3uggasted)efault Account:

e T N T S AR e S B W e e B e A T R ST e A B AR A R A G RS

External Invoice - Credit Freight Amount To Expenses -> Sales Expense -> Freight Out

Type: Credit

Suggested/Default Account:
Expenses -> Payroll -> Production Labor
Type: Credit

External Invoice - Credit Labor Amount To

S ested_/gefault Account:

Jlcoy ndpayroll.cetecer .’.‘UlH[’.’Ulifﬂ'.J/'v'Jﬂ.J.f':tr1‘.1‘.1’.’.;’.)[1'.".{2‘.[J;':L’.'.EUIJ:II!':‘.]J”E/.IZI‘:S,&:LHI/’J =
External Invoice - Credit Material Amount To Revenue -> Sales -> Trade Sales

20D,

Assets -> Current Assets -> Recelvables -> Trade

114100 Trade

é 513000 Production Labor

542000 Freight Out

—) 513000 Production Labor

411000 Trade Sales

Set

Set

Set

31



Method #2: Traditional/Manual Way

CETECERR

QUOTES v

Invoice 1.1 NOSI: 2

VIEW

EDIT

LEDGER /
I
DETAILS/SERIALS

COST ANALYSIS

SELL AGAIN

UNINVOICE

PDF (QUICK)
COMMISSION

TAKE PAYMENT

CREATE RMA

PACKING SLIP

(QUICK)
—

ORDERS v

INVOICES v

Build Process

5. Invoice 1.1

rp.comfinvoicze/2)yisw

CUSTOMERS v

LEADS v

Customer

Bill To

Ship To

End User
Invoice Date

P.O. Number

SALES

OPPORTUNITIES ¥ REPORTS v

° Success: Invoice Created

ABC Customer Location
ABC Customer 1234 Street Austin TX 78741 UNITED STATES

ABC Customer 1234 Street Austin TX Residantial
78741 UNITED STATES

2022-10-12 Entry Date
2332 Terms

MN

No

2022-10-12

NET30
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Method #2: Traditional/Manual Way

B _ “

Displaying1-4of4 Export +/-Columns

Entry # Name Date By Object Type Object ID Payment Type Account Account # Amount

ik Invoice 1.1 2022-10-12 Jordan Jolly Invoice 4 N/A Trade 114100 $100.00

11 Invoice 1.1 2022-10-12 Jordan Jolly Invoice 4 N/A e Production Labor 513000 @
i i Invoice 1.1 2022-10-12 Jordan Jolly Invoice 4 N/A 9 Production Labor 513000 @

11 Invoice 1.1 2022-10-12 Jordan Jolly Invoice 4 N/A Trade Sales 411000 $-100.00

Displaying1-4of4 Export +/-Columns

Explain 2nd Send Screenshots

ztzcarp.comllzdgzr/ledger?object_id=42loaded=120bject_type=invoicadisplay date from=2022-10-12 Total Included: $0.00

nitps:/icoyslavorandpayrol
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Method #2: Traditional/Manual Way

This means...

- This will wash any production labor $ out of appearing *anywhere* on
your P&L.
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Method #2: Traditional/Manual Way

B _ “

Displaying1-4of4 Export +/-Columns

Entry # Name Date By Object Type Object ID Payment Type Account Account # Amount

ik Invoice 1.1 2022-10-12 Jordan Jolly Invoice 4 N/A Trade 114100 $100.00

11 Invoice 1.1 2022-10-12 Jordan Jolly Invoice 4 N/A e Production Labor 513000 @
i i Invoice 1.1 2022-10-12 Jordan Jolly Invoice 4 N/A 9 Production Labor 513000 @

11 Invoice 1.1 2022-10-12 Jordan Jolly Invoice 4 N/A Trade Sales 411000 $-100.00

Displaying1-4of4 Export +/-Columns

Explain 2nd Send Screenshots

ztzcarp.comllzdgzr/ledger?object_id=42loaded=120bject_type=invoicadisplay date from=2022-10-12 Total Included: $0.00

nitps:/icoyslavorandpayrol
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Method #2: Traditional/Manual Way

»fit And Loss Statement

Narnings
Date  2022-01-01 - 2022-10-12

Show % Sales? [

Hide All Sub Accounts

Location

Show 0 Balances? [

More Options

Retained Earnings ~ Exclude

Show YTD? [J

Displaying 1-150f15 Export  +/- Columns
nt# Account Name 2022-10-12
0 » Revenue $100.00
6 Gross Profit $100.00

0 Expenses $0.00

Total Expenses
0 Other Income And Expense $0.00

Total Other Income And Expense $0.00

Explain and Send Screznshols
; - Net Income :
hitps:/lcoyslavorandpayroll.cetecarp.cornfacgdinting/z.c_profit_loss#



Method #2: Traditional/Manual Way

This means...

- That means you get control over posting Labor to your P&L.

- You could map your payroll entry to Labor COGS if you'd like (if you're
assuming most/all of your production employee can reasonably be
accounted to COGS)

- Or you could map your payroll entry to Expenses. It's wherever you
want that number to sit in your P&L.

Under COGS Labor (impacting Gross Profit) or under Expenses
(impacting Net Income)
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Method #2: Traditional/Manual Way

SwordEdge #2

- Both Gross Profit and Net Income will be overstated, *until* you enter
the payroll entry for production labor.
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CETECERP

Payroll Best Practices For SMB MFG
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