
Production. Realization of Finished Goods. 
Rendering Services. 

  
 
 
Introduction 
  

In this session you will learn how to reflect accounting operations related to production process, 
realization of finished goods and rendering services in 1C: Accounting 8.3. 
 
 
Learning Objectives 
   

This session will help you to learn: 
  

• How to reflect transfer of materials to production  
• How to reflect production of finished goods  
• How to show transfer of finished goods to warehouse  
• How to use accounting transactions related to formation of cost  
• How to reflect shipment of finished goods  
• How to reflect rendering services to client. 

 
 
Step-by-Step tasks 
 
1.  Production. 
  

General scheme of accounting for expenses on production is shown below: 
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Receipt of materials and formation of their cost precedes production process. Cost of materials 
includes their original cost plus all expenses related to acquisition of materials distributed 
proportionally to each material. In our example, four materials were imported from abroad and, 
therefore, have additional costs to be included into their original acquisition price. For example, 
final cost for imported materials can be computed in the following way: 
  
 
Price according to the contract $5/meter * 2000 meters = $10,000. 
Equivalent in tenge = $10,000 * 305 tenge/USD (exchange rate at the moment of acquisition) = 3,050,000 tenge. 
Total price of all materials in tenge according to the contract = $41,000 * 305 tenge/USD = 12,505,000 tenge. 
Customs fees = $41,000 * 305 tenge/USD * 0.2% (customs fees rate) = 25,010 tenge 
Payment to customs broker: e.g. 18,300/1.12 = 16,339.29 tenge (without VAT) 
Total transportation services: e.g. 15,000 tenge + 12% VAT = 16,800 tenge 
 
  
 
1) Proportion (coefficient) for natural silk: 3,050,000 / 12,505,000 = 0.2439024 
  
Portion of customs fees attributed to natural silk = 25,010 * 0.2439024 = 6,100 tenge 
Portion of payment to customs broker attributed to natural silk = 16,339.29 (without VAT)*0.2439024 = 3,985.15 tenge 
Portion of transportation services attributed to natural silk = 15,000 (without VAT) * 0.2439024 = 3,658.54 tenge 
  
Total cost of natural silk (including all related expenses) = 3,050,000 + 6,100 + 3,985.15 + 3,658.54 = 3,063,743.6 tenge 
Cost per meter = 3,063,743.6 / 2000 meters = 1,531.87 tenge. 
 
  
2) Proportion (coefficient) for stretch: 3,660,000 / 12,505,000 = 0.2926829 
  
Portion of customs fees attributed to stretch = 25,010 * 0.2926829 = 7,320 tenge 
Portion of payment to customs broker attributed to stretch = 16,339.29 (without VAT) * 0.2926829 = 4,782.23 tenge 
Portion of transportation services attributed to stretch = 15,000 (without VAT) * 0.2926829 = 4,390.24 tenge 
  
Total cost of stretch (including all related expenses) = 3,660,000 + 7,320 + 4,782.23 + 4,390.24 = 3,676,492.4 tenge 
Cost per meter = 3,676,492.4 / 3000 meters = 1,225.5 tenge. 
 
 
3) Proportion (coefficient) for wool: 4,574,878 / 12,505,000 = 0.3658439 
  
Portion of customs fees attributed to wool = 25,010 * 0.3658439 = 9,149.76 tenge 
Portion of payment to customs broker attributed to wool = 16,339.29 (without VAT) * 0.3658439 = 5,977.63 tenge 
Portion of transportation services attributed to wool = 15,000 (without VAT) * 0.3658439 = 5,487.66 tenge 
  
Total cost of wool (including all related expenses) = 4,574,878 + 9,149.76 + 5,977.63 + 5,487.66 = 4,595,492.9 tenge 
Cost per meter = 4,595,492.9 / 3,409 meters = 1,348.05 tenge. 
 
 
4) Proportion (coefficient) for lining: 1,220,122 / 12,505,000 = 0.0975707 
  
Portion of customs fees attributed to lining = 25,010 * 0.0975707 = 2,440.24 tenge 
Portion of payment to customs broker attributed to lining = 16,339.29 (without VAT) * 0.0975707 = 1,594.24 tenge 
Portion of transportation services attributed to lining = 15,000 (without VAT) * 0.0975707 = 1,463.56 tenge 
  
Total cost of lining (including all related expenses) = 1,220,122 + 2,440.24 + 1,594.24 + 1,463.56 = 1,225,619.9 tenge 
Cost per meter = 1,225,619.9 / 6,154.46 meters = 199.14 tenge. 
 
 
 
 

Prepared by Oleg Vlasov, KIMEP University © 2016  Page 2



To reflect acquisition of materials you have used documents "Receipt of Inventory and Services" 
for local supplier and the same document along with "Customs Cargo Declaration" and “Receipt of 
Additional Expenses” – for foreign contractor. 
  
The following transactions are prepared to reflect receipt of materials and offset of VAT: 
  
                        Debit 1310            Credit 3310     –     cost of materials 
                        Debit 1420            Credit 3310     –     offset of VAT 
    
 
 
Materials are written off into production through document Request-Invoice. Let's prepare this 
document to transfer materials into production on 03.03.2016: 
 

 
 
 
In the document’s tabulated part select necessary materials and specify their quantities: 
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In the tab Corresponding Accounts select account 8111 “Materials in Production”, as well as 
corresponding account for tax accounting and warehouse from which materials are written off: 
 

 
 
 

  
 
 
Printable form of completed document is shown on the picture below: 
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This screenshot demonstrates a simplified version of document’s printable form: 
 

 
 

 
 
Transactions formed by this document are presented on the following picture: 
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The following transaction should be prepared (at the end of the month) to reflect usage of materials 
in production process: 
  

                        Debit 8110            Credit 8111      
  
Usually the following transactions are also prepared to reflect all costs associated with production 
process: 
   

                        Debit 8112            Credit 3350    –    salary to seamstress for the month 
  

                        Debit 8113            Credit 3210, 3150    –   charges for social insurance / social tax 
  

                        Debit 841x            Credit 3310    –    rent payments for the month 
  

                        Debit 841x            Credit 3310    –    payment for community services for the month 
  
Depreciation should be charged for company's fixed assets: 
  
                        Debit 8114, 841x          Credit 2420     –     depreciation charges. 
  
  
 
To complete production of finished goods, document "Report of Production Shift" should be used: 
 

 
 
FashionWalk will produce three types of finished goods: men's suits, women's suits and women's 
dresses on 17.03.2016. Fill in document’s electronic form as shown on the picture below: 
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Printable form of Invoice on Transfer of Finished Goods to Warehouse that can be generated from 
document’s electronic form is shown below: 
  

   

This picture demonstrates an Order on Receipt of Materials that can be also automatically generated 
through document’s electronic form: 
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All production accounts should be closed on group 8110 Main Production. This can be easily done 
with help of document “Closing of the Month”. But we cannot do it on this stage as we will incur 
some expences later in the period (e.g. rent payments for a land lot occupied by production 
building, payments to suppliers of heating, electricity, etc.). That is why now only transactions 
showing production of finished goods (900 units of men's suits and 900 units of women's suits) will 
be generated by this document: 
 

 
 
 
NOTE: As we have not yet reflected all expenses related to production process 
(payment for electricity, heating, cold and hot water, etc.) total amount of 
production costs is currently less that cost of our finished goods. It will result in 
RED number in the Trial Balance report. As soon as we will show all expences 
related to production process, we can prepare closing entries for production that 
will fix this problem. 
   
 
  
To show transfer of finished goods from shop-floor (SFWH) to company's finished goods 
warehouse (FGWH), you can prepare the following transaction: 
 
  
                        Debit 1320  FGWH            Credit 1320  SFWH 
  
Sub-accounts or subconto can be used to show transfer of finished goods from one division to 
another. 
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2.  Realization of Goods. 
  
Goods are considered to be sold when they are shipped to the buyer together with accompanying 
settlement documents. Simultaneously there is a transfer of property rights and, accordingly, there 
are obligations between parties and to the budget. 
  
  
General scheme of accounting for realization of goods (works, services) is shown below: 
 

 
  
Accounting of goods for sale is conducted on balance groups 1320 "Finished Goods", 1330 
“Goods”, 6010 "Income from Realization of Finished Goods (Works, Services)", 1210 "Short-term 
Accounts Receivable", 7010 "Cost of Goods (Works, Services) Sold". 
  
 
Analytical accounting on specified accounts in a typical configuration is conducted in the following 
order: 
 

• On groups 1320 “Finished Goods” and 1330 " Goods" analytical accounting is conducted 
according to nomenclature shipped (subconto "Nomenclature") and storage places (subconto 
"Warehouses"). 

• On groups 6010 "Income from Realization of Finished Goods (Works, Services)" 
accounting is conducted by types of activity (subconto "Types of Activity"), by variants of 
realization (subconto "Variants of Realization"), and by divisions (subconto "Divisions"). 

 
To register operations related to sales to buyers, documents "Bill" and "Realization of Inventory and 
Services" (Expenses Invoice) are used. 
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Let's sell all men's suits (900 units) and women's suits (900 units) on 17.03.2016 to local customer – 
trade center Promenade. You have to prepare a Bill to charge customer for goods, and select 
appropriate type of prices and VAT option... 
 

 
 
 
 
Let’s also enter a new Sales Agreement into directory “Contractors’ Agreements”: 
 

 
 
 
 
Fill in the tabulated part of this document as shown on the following picture: 
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Printable form of this Bill is shown on the picture below: 
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You have to also prepare an Expenses Invoice ("Invoice on Realization of Inventory and Services" 
– in electronic version) to reflect actual outflow of finished goods from company's warehouse. Use 
document’s button “Prices and Currencies” to select appropriate price type (retail) and VAT option 
(you can use now option “Price Includes VAT”): 
 

 
 
In the first tab select finished goods for sale and specify their quantities... 
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Use tab Corresponding Accounts to check that default accounts were selected correctly: 
 

 
 
 
Use tab “Additionally” to specify contact details of the customer: 
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Let's consider some elements of document's electronic form in more detail. 
  
a) Field "Account for Advance Payments" determines whether to offset or not advance given 
by the buyer. 
 

• If this operation did not precede operation on prepayment or giving an advance by the buyer, 
then irrespective of whether there will be an account or not, it will not affect in any way 
formation of journal entries. 

• If such operation took place, but has been processed in correspondence with group 1210, 
then as well as in the first case, journal entries will not be formed. 

• And, at last, if prepayment took place and has been processed in correspondence with group 
3510 (that is methodologically correct), there will be additional journal entries on offset of 
prepayment amount in the sum smaller from the credit balance on group 3510 at the moment 
of processing the document on the given buyer and total sum for goods showed to the buyer 
on this document. 

 
For example, prepayment was in the amount 50,000 tenge, goods are sold for amount 60,000 tenge. 
  
                                    Debit 3510             Credit 1210 = 50,000 tenge 
 
  
Or prepayment was in the amount 30,000 tenge, goods are given on amount 30,000 tenge 
  
                                    Debit 3510             Credit 1210 = 30,000 tenge 
 
 
b) Button "Prices and Currencies" 
  
This button allows specifying type of allocating the VAT to selling price. Let's consider an option 
when price does not include the VAT. This case is convenient, when the cost of goods is known and 
margin to the bigger side is made, and program itself calculates the VAT and computes final selling 
price.  
  
 
For example, 
  
            Quantity of goods sold = 5 units, 
            Price = 565 tenge (without VAT). 
            Amount: 5 * 565 = 2,825 tenge 
            VAT = 2,825 * 12 % = 339 tenge. 
  
            Total: 2,825 + 339 = 3,164 tenge 
  
  
                        Debit 1210             Credit 6010 = 2,825 tenge 
                        Debit 1210             Credit 3130 =  339 tenge 
                                                                               3,164 tenge. 
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Another option is when price including VAT is specified. This case is convenient, when 
organization determined a final selling price, which already includes VAT. 
 
For example, 
  
            Quantity of goods = 5 units, 
            Price = 565 tenge (including VAT), 
            Amount: 5 units * 565 tenge = 2,825 tenge. 
            VAT = 2,825 * 12 / 112 = 302.68 tenge. 
  
            Income: 2,825 * 100 / 112 = 2,522.32 tenge 
  
  
                        Debit 1210             Credit 6010 = 2,522.32 tenge 
                        Debit 1210             Credit 3130 =  302.68 tenge 
                                                                                2,825 tenge 
  
 
  
These examples, having identical quantity and price, show the essential difference arising from 
different choices, at which VAT either is charged, or allocated from the cost of goods. 
  
The number of journal entries in correspondence with group 6010 will be equal to the number of 
rows (names) of inventory items (goods, finished goods, etc.) in a tabulated part, and in the 
correspondence with group 3130 – one, with a total amount of VAT from all goods. 
  
  
 
 
Printable form of this Expenses Invoice is provided of the following picture: 
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Transactions formed by this document and showing write off of the cost of finished goods, 
recognition of revenue, and VAT from goods sold are shown on the picture below: 
 

 
  
 
 
 
As soon as electronic form is filled completely, switch to tab General and prepare a Tax Invoice: 
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When Tax Invoice is filled, press button Print to generate its printable form: 
 

 
 
Suppose, in one day after finished goods were shipped, FashionWalk received payment for them. 
Prepare an Incoming Payment Order to reflect inflow of money to company's settlement account: 
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Transaction formed by this Bank's Excerpt is shown below: 
 

 
  
Let's now sell 200 women's dresses to foreign customer Sears & Roebuck for $100 each on 
18.03.2016. Prepare a Bill, and use its button Prices and Currencies to select an appropriate price 
type (retail price, USD) and VAT option (no VAT): 
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Fill in the document’s electronic form as ahown on the picture below: 
 

 
 
 
Printable form of this Bill is provided below: 
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Prepare also an Expenses Invoice to reflect actual shipment of goods to the customer. Use 
document’s button “Prices and Currencies” to select appropriate price and VAT options: 
 

 
 
Fill in the document’s electronic form as shown on the picture below: 
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Printable form of this Expenses Invoice is shown on the picture below: 
 

 
As goods are shipped to the foreign customer, there will be only transactions related to write-off of 
cost of goods sold, and recognition of income at the moment of operation. No entries related to the 
VAT from goods sold will be a formed: 
 

 
 

Suppose, money was received on 24.03.2016, and exchange rate changed from 301 to 301.2 
tenge/USD. Prepare a Payment Order to reflect inflow of money to company's Currency Account: 
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Transactions formed by this Bank's Excerpt are shown below: 
 

 

 
 
 
As you can see, document automatically recognized favorable exchange rate difference on 
Accounts Receivable ($100 * 200 units * 301.2 tenge/USD - $100 * 200 units * 301 tenge/USD = 
4,000 tenge), because we are receiving payment at higher exchange rate that it was on the date of 
shipping goods. From the other hand, there is an unfavorable exchange rate difference on remaining 
currency: ($32,000 - $3,050 + $150 - $20,500 + $12,000 - $20,500) = $100. On 18.02.2016 when 
company made the second payment of $20,500 according to import contract exchange rate was 302 
tenge/USD, while at the date of operation (24.03.2016) it is 301.2 tenge/USD. Thus, (302 – 301.2) * 
$100 = 80 tenge – an unfavorable exchange rate difference.  
 
 
 
Finally, check correctess of your transactions by forming a Trial Balance Report: 
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3.  Rendering Services. 
  
To reflect the fact of rendering services or doing works for other organizations use document "Act 
of Rendering Production Services" (NOTE: in this example VAT rate is shown as it was in 2006): 
 

 
  
Printable form of the document is shown on the following picture: 
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These are typical transactions generated by the document: 
 

 
 
 
 

 

 Recommended 
Readings: 

1) IAS 2 “Inventories”, IAS 18 “Revenue” + Methodological 
Recommendations (web) 

2) Комментарии к корреспонденциям счетов типовых 
операций (handout) 

3) Методы учета затрат, Попередельный метод 
калькулирования, Формирование и анализ 
себестоимости, Система счетов для учета затрат на 
производство (web) 

4) 1С: Предприятие 8.0 – Конфигурация Бухгалтерия 
для Казахстана, редакция 1.0 – Руководство по ведению 
учета (KIMEP University’s Library). 
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