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Introduction

The ability to close non-financial transfers in Microsoft Dynamics® AX is applied to cost calculation for
inventory close and inventory recalculation. The new feature improves the Dynamics AX product in
terms of:

e Increased performance when inventory is closed or recalculated.

e Fewer records in the InventSettlement table.

Feature description

In Microsoft Dynamics AX, the InventTrans table contains all transactions related to Inventory
management, regardless of whether the transactions contribute physically or financially to the
inventory status.

Financial contributions to inventory are, for example, derived from:
e Purchases

e Sales

e Transfers between two financially tracked inventory dimensions
e Posting of transaction adjustments

Physical contributions to inventory are derived from:

e Transfer between two inventory dimensions that are physically tracked. No cost is added by the
transfer. This is what is referred to as a non-financial transfer.

The current architecture in Microsoft Dynamics AX builds on the assumption that all InventTrans
transactions will eventually have a Closed status (ValueOpen = No). This assumption also implies that,
at the given time, the InventTrans transactions have been processed in a cost calculation.

This feature has no impact on the current architecture of Microsoft Dynamics AX. The feature,
however, changes when non-financial transfers are closed.

All InventTrans transactions that are associated with non-financial transfers are disregarded in the
cost calculation when inventory is closed or recalculated.

This feature introduces a new step in the inventory close and recalculation processes. When an item is
included in a cost calculation, all non-financial transfers are identified for a specified period and the
InventTrans transactions that are associated with the non-financial transfers are closed at their
current cost. This happens before any of the remaining steps in the cost calculation process so that
InventTrans transactions that are associated with non-financial transfers are disregarded in the
succeeding steps of the cost calculation.

Number of transactions before and after implementation

In the following series of illustrations, you can see the difference in the number of transactions that
are created in the InventTrans table before and after the implementation of the non-financial
transaction feature.

Note: To help identify the components in the illustrations, refer to Appendix B for a legend overview.
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The following illustration shows what happens before the implementation of the new feature. When a
transfer takes place between two physically tracked dimensions, warehouse X and warehouse Y, five
transactions are created in the InventTrans table.

Financal imventory dimetian Physial mventary denansion

Warehouse:X

Site:X

Warehouse:Y

The following illustration shows what happens after the implementation of the new feature.

All InventTrans transactions that are associated with non-financial transfers are closed at their current
cost.

FNancd iowentory Gimenson Physcal Inventony dimensan

Warehouse:X

Site:X

Warehouse:Y

The following illustration shows how the processing of the remaining InventTrans transactions takes
place after the transactions that are associated with non-financial transfers have been closed. The cost
calculation is based on the cost flow assumption that is assigned to the item.

Fnenciad Inventory dimenson Physcs Invertory dmension

Warehouse:X

Site:X

Warehouse:Y

Note: The status of InventTrans transactions set to non-financial transfers is not changed if you
cancel an inventory close or a recalculation. The InventTrans transactions remain closed (ValueOpen =
No). As mentioned earlier, this approach supports faster processing of the inventory close and
recalculation.
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Marking

In Microsoft Dynamics AX, marking is used to ensure that the cost of a specific receipt is settled
against a specific issue, and can be applied to inventory transactions. When you apply marking, any
cost flow assumption (weighted average, FIFO, LIFO) that is set up on the item is disregarded.

With the non-financial transfers feature, InventTrans transactions that are associated with non-
financial transfers are closed at their current cost. However, this change does not affect the processing
of inventory transactions where marking is applied. Transactions with marking will continue to be
processed the same way as today.

Transactions with marking applied

In the following examples, marking is applied in two different scenarios where a receipt is transferred
by the transfer journal and a transfer order.

Example 1: In the illustration below, a receipt with marking (1@12) is transferred by a transfer
journal from warehouse W1 to warehouse W2 within site S1. The transfer is considered financial, even
though it takes place between two dimensions that can be physically tracked. The cost flow
assumption is disregarded, and the issue is adjusted to USD 12 when the cost is calculated during
inventory close or inventory recalculation.

1@10 1@1

S1-W1

S1-W2
1\~§;i101

Note: When non-financial transfers are applied, the cost of an item should be marked against the
original receipt. You do not need to mark against a physical transfer. The process in the
illustration above becomes more streamlined because some of the marking and some settlements
during the inventory close can be omitted.
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Example 2: In the illustration below, a receipt with marking is transferred by a transfer order from
site S1, warehouse W1 to site S2, warehouse W2. The transfer order is posted temporarily to a transit
warehouse, TransW, at site S1. The first step of the transfer is considered financial, even though the
transfer is between two inventory dimensions that can be physically tracked. So the cost flow
assumption is disregarded and the issue is adjusted to USD 12 during cost calculation in the inventory
close or inventory recalculation.

1@10 1212 IC
' ' L
S1-W1 {
.
:ﬂi’.l.l vl
11141 IC
. L
S1-TransW
.
' 1141
w@ta IC
. °
S2-W2 |
E
1@11+1
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Activation

You activate the Close non-financial transfers feature in Inventory parameters form in Inventory
management. You will need to verify that the feature can be activated for the current company ID.

Note: After the feature is activated, it cannot be inactivated because when you activate the feature,
InventTrans transactions that are associated with physical inventory dimensions get an estimated
cost.

Activate the Close non-financial transfers feature

1. Click Inventory management > Setup > Parameters.

m Inventory parameters (1 - ext)

P[=] B3

File Edit Wiew Tools Command Help

DE X ™ & |Ew

AANMEERL X IEFI)

zeneral |Journals I Bills of materials I Locationsl Transport I AlF I RFID I Quality management I Irventory dimensions 4 I L4
Outhound rule I0: I | vl Lock items during count: il
End output inventory order: r m_m
Picking route bar code setup; I vl Uriie: Pes -

Inwentory kransactions m
Aukamatic addition: v Pallet type: ELR -
Maxirmum unit cost price: I Manual sort codes: -

m—. Check text: Im
Reserve ordered ikems: v M_

Em ~ Calculate packing material Fees: [~
Extra batch helpers: I i} m—
Helper batch group: I j' Last price hiskory: l
Past estimates periodically: r Fallback warehouse: et -
Post physical sales bax: r M

Mon-financial transfer Return to; Im
Activate clasing of non-financial bransfers: [

|F0r arder pick: Identification of the rule that defines how outbound items are pra. .. |

Eur [usk Model [ext [usr [2 B

2. Select the Activate closing of non-financial transfers check box. A message is displayed, and
you have the option to verify the action.

3. Click Yes to activate the feature.

The feature is applied the next time you do a cost calculation during inventory close or inventory
recalculation.
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Inventory transactions

After you have activated the Close non-financial transfers feature, InventTrans transactions are
impacted from a cost management perspective.

A new field, Non-financial transfer, is added in the InventTrans table.

When a cost calculation is processed during an inventory close or a recalculation, the Non-financial
transfer field is selected and the ValueOpen field in the InventTrans table is set to No. This means
that the InventTrans transactions are closed. The transactions are closed at current cost (derived from
the estimated cost).

The following illustration shows transactions for an item before and after a cost calculation. The
transactions after cost calculation are shown both with and without the Activate closing of non-
financial transfers check box selected.

Transactions before cost calculation (inventory close) with the Activate closing of non-financial
transfers check box selected:

m Transactions on item (1 - aeqg) - Reference: Transfer, 000023_061, Item number: I\
Eile Edit Tools Cowmmand Help

BHX ®mAF 7TEPT|eand dw=iA e

Cwerview |Genera| I Update I Ledgerl Reference I Other I Dirension I Inventary >|

Sike | Warehouse | Physical date | Financial date | Reference Murnber Receipt Issue | Quantity | Cost amount ﬂ Ledger ’l
BENED 2242010 | 2f24(2010 | ProfitiLoss 000022_061 |Purchased 1.00 soon| | Ew—— >|
21 | aw 2fz4fz010 2fz4f2010 Transfer Qo0023_061 Sold -1.00 -50.00 =
| 24/2010 2010 ETran::r'er' é"" 061 Purchased 1.00 50,00 | Configuration details |

|Specify the maodule that generated the transaction. | EUR |aeg ’E a2 8

Transactions after cost calculation (inventory close) without the Activate closing of non-financial
transfers check box selected:

m Transactions on item {1 - aeg) - Reference: Weighted average inventory closing, , Item number: Al

File Edit Tools Command Help

HX ®mdRF TEPT|CNddPBHNTALAO

CQerview |General I Update I Ledger | Reference I Ckher I Dimension | Inventory bl

Sike | Warehouse | Physical date | Financial date | Reference Murnber Receipk Issue | Quantity | Cost amount - Ledger 'l
- 21 | GW 5/13/2010 5/13f2010 ProfitfLoss 000024 _061 |Purchased 1.00 50,00 Funchions .l
51| Gw 5{1g/z010 | 5/18/2010 | Transfer 000025_061 Sold -1.00 -50,00 =
BERED 5/18/2010 | 5/18/2010 | Transfer 000025 _061 |Purchased 1.00 50.00 Configuration details |
: 31 51312010 Si31/2010 Weighted average inventory closing Purchased z.00 10000 |
] ; 5/31/2010 5i31/z010 ‘Weighted average inventary closing Sold -2.00 -100,00
. . = = — |

|Identify the site | ,ﬁ 'E ’E lm

Note: In the illustration above, the non-financial transfers have not been closed prior to the cost
calculation and the cost calculation includes transactions of the type InventTrans origin from the
transfer. These transactions make the cost calculation less accurate and can create loops in the
calculation.
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Transactions for an item after cost calculation (inventory close) with the Activate closing of non-
financial transfers check box selected:

m Transactions on item (1 - aeg) - Reference: Transfer, 000023_061, Item number: F

Eile Edit Tools Command

Help

DEHX ®mUF |7 EFPT(ead DDA

Dvieryiew IGeneraI I Update I Ledger I Reference I Other I Dimension I

Invenkory 3 |

Site | Warehouse | Physical date | Financial date | Reference Murnber Receipt Issue | Quantity | Cost amount :I Ledger ’l
| |51 |aw zfzafz010 | 2fz4/z010  |Profit/Loss 000022_061 |Purchased 1.00 soo0| Functions 'l
51 | Gw zjz4iz0l0 | zfz4jz010 | Transfer 000023_061 Sald -1,00 -50.00 =
| 2/24/2010  2f24/2010  Transfer : 51 Purchased 50.00 [T Configuration details |

|SpeciFy the module that generated the transaction.

EUR [ees ur [38 8 4

Note: In the illustration above, all non-financial transfers have been identified and closed prior to the
cost calculation. The fact that the non-financial transfers have been closed helps ensure accuracy in
the cost calculation and it helps to prevent loops in the calculation.
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View non-financial transfers

Two new fields have been added in the Transactions form to identify if an InventTrans transaction is
a non-financial transfer.

1. Click Inventory management > Inquiries > Transactions > Transactions.
2. Click the General tab in the Transactions form.

A new field group, Transfer, with two fields has been added:

« Non-financial transfer

e Transfer lot ID

If the Non-financial transfer check box is selected, the transaction is a non-financial
transfer.

m Transactions {1 - aeq) - Reference: Transfer, D00023_061 M= 3
File Edit Tools Command Help

DEHX =L(E|I7TEFT(ead PR TAO]

Owerview General IUpdate I Ledger I COther I Dimension I Inventory >|
[dertification N Inventory I Ledger 'l

Item rumber: Ii— Lot ID: IM Functions ,l
m Reference lot: I—

Reference: ITransFer j TSNS B, W

Murnber ! W M

Account nurmber: I— Receipt status: Im

Inventory reference: Iﬁ Iszue status:

Inventory number: I— Value open: Mo -

Fixed asset number: I— Quankity 1.00

Yalue model: I— Expected date: IW

Probability % ID— Inventory date: I—
Transfer NN

Man-financial transfer: [

Transfer lot Id: I 00226_059

1

Identify item. | Iﬁ 'E ’E lm
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Appendix A

In Microsoft Dynamics AX, the cost of an item is based on the combination of item and a set of
financially active inventory dimensions. However, cost flow assumption (FIFO, weighted average, etc.)
is set at the item level on the inventory model group.

In the examples in this document, Site is an inventory dimension that can be financially tracked and
Warehouse is an inventory dimension that can be physically tracked.

FIFO
Microsoft Dynamic AX 2009 SP1:

3@30 3@ 36
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S1-W3
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Microsoft Dynamic AX 2009 SP1 with the Activate closing of non-financial transfers
check box selected in the Inventory parameters form:

330 3036 IC
S1-W1 I R
l
5(@45 IC
S1-W2 I .
l
IC
S1-W3 .
Y NN
1@in 556 2@18
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Weighted Average
Microsoft Dynamic AX 2009 SP1:

3@30 3@36 IC

S1-W1 T\T_\ | T ;
e \ \l 21021110

2@-20-0.11
2@20

|

S1-w2

S1-W3

1= v V¥l

1@-11+0.94 5@-50-0.27 2@-20-0.11
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Microsoft Dynamic AX 2009 SP1 with the Activate closing of non-financial transfers check box
selected in the Inventory parameters form:

3@30 3@36 I1C

S1-w1 T\R I

v

11@111

S1-W2
v
1l@111
51-W3 / I )
! VooVl
1@-10.09 5@-50.45 2@-20.18

Note: In the previous illustration 21 items have been received within the period, while the actual
number, as seen in the illustration above, was only 11. The extra quantity of 10 originates from
internal transfers.
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Appendix B

Legends applied in the illustrations in this document:

Inventory transactions are represented by vertical arrows.
Receipts into inventory are represented by vertical arrows above the timeline.
Issues out of inventory are represented by vertical arrows below the timeline.

Above (or below) each vertical arrow, the value of the inventory transaction is specified in the
format Quantity@Unit price.

An inventory transaction value surrounded by brackets indicates that the inventory transaction
is physically posted into inventory.

An inventory transaction value without brackets indicates that the inventory transaction is
financially posted into inventory.

Inventory closings are represented by a red vertical broken line and the label Inventory Close.
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Microsoft Dynamics is a line of integrated, adaptable business management solutions that enables you and your
people to make business decisions with greater confidence. Microsoft Dynamics works like and with familiar
Microsoft software, automating and streamlining financial, customer relationship and supply chain processes in a
way that helps you drive business success.

U.S. and Canada Toll Free 1-888-477-7989
Worldwide +1-701-281-6500
www.microsoft.com/dynamics

This document is provided “as-is.” Information and views expressed in this document, including URL and other Internet Web site
references, may change without notice. You bear the risk of using it.

Some examples depicted herein are provided for illustration only and are fictitious. No real association or connection is intended or
should be inferred.

This document does not provide you with any legal rights to any intellectual property in any Microsoft product. You may copy and
use this document for your internal, reference purposes. You may modify this document for your internal, reference purposes.

© 2010 Microsoft Corporation. All rights reserved.
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