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Introduction

Microsoft Dynamics AX 2009 allows a very flexible configuration of the Inventory management,
Production, Accounts payable, Accounts receivable, and Master planning modules, which all indirectly
affect cost management. Partners and customers can configure the parameters in these modules to
suit their specific requirements, using the flexibility of Microsoft Dynamics AX 2009 to adjust the
application to the specific business, customer or organization needs. This flexibility does come at a
certain cost with regards to complexity, however, as the various parameter settings may result in
many potentially complex cost management scenarios.

The purpose of this white paper is to provide insight to cost management in Microsoft Dynamics AX
2009 and to provide a better understanding of the consequences of some of the choices that have
been made in the implementation and set up of Microsoft Dynamics AX 2009 for cost management.

This white paper is not intended to be a setup or configuration guide for Microsoft Dynamics AX 2009.

Inventory evaluation methods

Microsoft Dynamics AX 2009 supports the following inventory evaluation methods:
e Standard costing
¢ Normal costing

The main inventory recording principle in Microsoft Dynamics AX 2009 is periodic when costing by the
Normal costing. This means that a periodic calculation of the inventory value must be conducted in
order to assess actual costs.

In Microsoft Dynamics AX 2009, the periodic calculation of the inventory value, often referred to as
the “inventory close job”, is run from the Close Inventory form, found in Inventory management
> Periodic > Closing and adjustment.

For a given inventory period, Microsoft Dynamics AX 2009 will use an estimated cost when posting
inventory outflow (issues). The estimated cost is updated per single transaction (record) to the
InventTrans table and can best be described as a running average cost.

The estimated cost can include or exclude physical transactions in the InventTrans table based on
the parameter Include physical value that you can access by clicking Inventory management >
Setup > Inventory > Inventory model groups.

The estimated cost will be adjusted by settlement transactions to the actual of the cost flow
assumption by the inventory close job at end of the period.

Microsoft Dynamics AX 2009 supports the following evaluation methods of inventory:
e Standard cost
e Normal costing
o Inventory recording principle
o Periodic
= Cost flow assumption
e Weighted average
¢ Weighted average, date
e FIFO (Perpetual)
e LIFO (Perpetual)
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e LIFO, date

Full absorption costing was introduced in Microsoft Dynamics AX 2009. Full absorption costing allows
you to specify a cost rate or surcharge rate at which manufacturing overhead should be absorbed
during the production of finish goods.

Note: Standard cost and all cost flow assumptions under Normal costing supports full absorption
costing. Only Standard cost supports the capability of reporting the inventory balance divided into
material, labor, and overhead.

Standard cost

The standard cost evaluation method is not detailed in this white paper.

Weighted average

The weighted average cost flow assumption is an inventory model based on the weighted average
principle, where issues from inventory are valued at the average cost of the quantities received into
inventory during the inventory closing period, plus any on-hand inventory from the previous period.

When you run an inventory close, all receipts are settled against a virtual issue, which holds the total
received quantity and value. This virtual issue has a corresponding virtual receipt from which the
issues are settled. In this way, all issues get the same average cost. The virtual issue and receipt can
be seen as a virtual transfer, called the weighted average inventory closing transfer.

If there is only one receipt, all issues can be settled from it, and the virtual transfer will not be
created.

We recommend running a monthly inventory close is when costing by cost flow assumption weighted
average.

In Microsoft Dynamics AX 2009, the cost flow assumption weighted average is calculated by the
following formula:

Weighted average = (Q;*P; + Q%P> + Q,*P,) / (Q; + Q> + Q,)

Where Q; denotes the quantity of item transaction 1, and P; denotes the price of item transaction 1,
Q. denotes the quantity of item transaction 2, and P, denotes the price of item transaction 2, up to
the n™ transaction for the same item.

Inventory transactions leaving the inventory (issues) including sales orders, inventory journals,
purchase credit notes, and production orders, will take place at an estimated cost price on the date of
posting. This estimated cost price is also referred to as running average.

At the time of inventory close, Microsoft Dynamics AX 2009 will analyze the inventory transactions for
previous and current periods and determine which of the following two closing principles should be
used:

e Direct settlement
e Summarized settlement

Settlements are inventory close postings that adjust the issues to the correct weighted average as of
the closing date.
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The Include physical value parameter

In Microsoft Dynamics AX 2009, the parameter Include physical value works differently with the
weighted average inventory model than in earlier versions of Dynamics AX.

If the Include physical value check box is selected for an item in the Inventory model group
form, the application will use physically updated receipts when calculating the estimated cost price
(the running average). Issues will be posted based on this estimated cost price during the period.
During the inventory close, only financially updated receipts will be considered in the weighted
average calculation.

If the Include physical value check box is cleared for an item in the Inventory model group form,
the application will not consider physically updated receipts when calculating the estimated cost price
(the running average).

The following examples illustrate the impact of using weighted average with two different closing
principles:

¢ Weighted average and the direct settlement closing principle
e Weighted average and the summarized settlement closing principle

For both the examples, the Include physical value check box is cleared.

Example 1: Weighted average, direct settlement closing principle

The direct settlement principle that is used in Microsoft Dynamics AX 2009 is the same direct
settlement principle that is used for weighted average in earlier versions of Microsoft Dynamics AX.
The application will settle directly between receipts and issues. Microsoft Dynamics AX 2009 uses this
direct settlement principle in specific situations:

e One receipt and one or several issues have been posted in the period

e Only issues have been posted in the period, and the inventory contains on-hand items from a
previous closing

In the following scenario, a financially updated receipt and issue have been posted. During inventory
close, Microsoft Dynamics AX 2009 will settle the receipt directly against the issue, and no adjustment
to the cost price is needed on the issue.

The following transactions are illustrated in Diagram 1:
e 1la. Inventory physical receipt updated for a quantity of 5 at USD 10.00 each
e 1b. Inventory financial receipt updated for a quantity of 5 at USD 10.00 each
e 2a. Inventory physical issue updated for a quantity of 2 at USD 10.00 each
e 2b. Inventory financial issue updated for a quantity of 2 at USD 10.00 each

e 3 Inventory close is performed by using the direct settlement method to settle the inventory
financial receipt to the inventory financial issue.

The following diagram illustrates this series of transactions with the effects of choosing the Weighted
average inventory model and the direct settlement principle without the Include physical value
option.
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Inventory Close
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Diagram 1 Weighted average, direct settlement without the Include physical value parameter

Key to Diagram 1
e Inventory transactions are represented by vertical arrows.

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

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

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

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

e Each new receipt or issue transaction is designated with a new label.

e Each vertical arrow is labeled with a sequential identifier, such as 1a. The identifiers indicate
the sequence of inventory transaction postings in the timeline.

e Inventory closings are represented by a red vertical dashed line and the label Inventory Close.
e Settlements that are performed by inventory close are represented by dotted red arrows going
diagonally from a receipt to an issue.

Example 2: Weighted average, summarized settlement closing principle

In Microsoft Dynamics AX 2009, a new settlement principle was introduced for weighted average
based on the principle that all receipts within a closing period are summarized into a new inventory
transfer transaction called weighted average inventory closing.

All of the receipts for the period will be settled against the issue of the newly created inventory
transfer transaction. All of the issues for the period will be settled against the receipt of the new
inventory transfer transaction.

If the on-hand inventory is positive after the inventory close, that on-hand inventory and value of the
inventory are summarized on the new inventory transfer transaction (receipt).

If the inventory on-hand is negative after the inventory close, the on-hand inventory and value of the
inventory is the sum of individual issues that have not been fully settled.

In the following scenario, several financially updated receipts and one issue have been posted.
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During inventory close, Microsoft Dynamics AX 2009 will generate and post the summarized inventory
transfer transaction in order to settle all of the receipts for the period against the summarized
inventory transfer issue transaction. All of the issues posted for the period will be settled against the
summarized inventory transfer receipt transaction. The weighted average is calculated to be USD
15.00.

Because the issue was originally posted with an estimated cost price of USD 14.67, an adjustment of
negative USD 0.33 will be created and posted on the issue. As of the inventory closing date, the on-
hand inventory is 3 pieces with a value of USD 45.00.

The following transactions are illustrated in Diagram 2:
e 1la. Inventory physical receipt updated for a quantity of 2 at a cost of USD 11.00 each.
e 1b. Inventory financial receipt updated for a quantity of 2 at a cost of USD 14.00 each.
e 2a. Inventory physical receipt updated for a quantity of 1 at a cost of USD 12.00 each.
e 2b. Inventory financial receipt updated for a quantity of 1 at a cost of USD 16.00 each.

e 3a. Inventory physical issue updated for a quantity of 1 at a cost of USD 14.67 each (running
average).

e 3b. Inventory financial issue updated for a quantity of 1 at a cost of USD 14.67 each (running
average).

e 4a. Inventory physical receipt updated for a quantity of 1 at a cost of USD 14.00 each.
e 4b. Inventory financial receipt updated for a quantity of 1 at a cost of USD 16.00 each.
e 5. Inventory close is performed.

e 6a. "Weighted average inventory close transaction" financial issue is created to sum the
settlements of all the inventory financial receipts.

e 6b. "Weighted average inventory close transaction" financial receipt is created as the offset to
5a.

The following diagram illustrates this series of transactions with the effects of choosing the
Weighted average inventory model and the summarized settlement principle without the Include
physical value option.

Inventory Close

.
28USD 14.00  18USD 16.00 18USD 16.00 |
(2@ USD 11.00) (1@USD 12.00) [1@USD 14.00) ! 4BUSD 60.00

1 ___J
o
1a ib 2a 4a w1 5 &b
: -

|
|
(1@USD 14.67) I
1@USD 14.67 8

4@USD 60

Diagram 2 Weighted average, summarized settlement without the Include physical value parameter

Key to Diagram 2
e Inventory transactions are represented by vertical arrows.

8

COST MANAGEMENT IN MICROSOFT DYNAMICS AX 2009



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

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

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

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

e Each new receipt or issue transaction is designated with a new label.

e Each vertical arrow is labeled with a sequential identifier, such as 1a. The identifiers indicate
the sequence of inventory transaction postings in the timeline.

¢ Inventory closings are represented by a red vertical dashed line and the label Inventory Close.

e Settlements that are performed by inventory close are represented by dotted red arrows going
diagonally from a receipt to an issue.

e Red arrows illustrate the receipt transactions being settled to the issue transaction created by
the application.

e The green arrow represents the offsetting system-generated receipt transaction to which the
originally posted issue transaction is settled.

Weighted average, date

The weighted average, date cost flow assumption is based on the weighted average principle, where
issues from inventory are valued at the average value of the items that are received into inventory for
each separate day in the inventory closing period.

When you run an inventory close with weighted average date, all receipts for a day are settled against
a virtual issue, which holds the total received quantity and value for that day. This virtual issue has a
corresponding virtual receipt from which the issues will be settled. In this way, all issues get the same
average cost. The virtual issue and receipt can be seen as a virtual transfer, called the weighted
average inventory closing transfer.

If only one receipt has occurred on or before the date, it is not necessary to value the average,
because all issues are settled from it, and the virtual transfer will not be created. Likewise, if only
issues occur on the date, there are no receipts from which to value the average, and the virtual
transfer will not be created in this case either.

When using weighted average date, you can choose to mark inventory transactions so that a specific
item receipt is settled against a specific issue, instead of using the weighted average date rule.

We recommend that you run a monthly inventory close when you use the weighted average date
inventory model.

In Microsoft Dynamics AX 2009, weighted average date, the inventory costing method is calculated by
the following formula:

Weighted average = (Q;*P; + Q>*P> + Q,*P,) / (Q; + Q> + Q,)

Where Q; denotes the quantity of item transaction 1, and P; denotes the price of item transaction 1,
Q> denotes the quantity of item transaction 2, and P, denotes the price of item transaction 2, up to
the n' transaction for the same item.
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During inventory close, the calculation will be run on a daily basis through the closing period as
illustrated in Diagram 3.

Inventory Closa

A
'4 N

As of date Today's date

I 1 :

July 1 July 31 August 11
Dayl  Day 2 Day 3 Day 31

Diagram 3 Weighted average, date

Inventory transactions leaving the inventory, including sales orders, inventory journals, purchase
credit notes, and production orders, will take place at an estimated cost price on the date of posting.
This estimated cost price is also referred to as the running average cost price.

On the date of inventory close, Microsoft Dynamics AX 2009 will analyze the inventory transactions for
previous periods, previous days, and the current day to determine which of the following closing
principles should be used:

e Direct settlement
e Summarized settlement

Settlements are inventory close postings that adjust the issues to the correct weighted average as of
the closing date.

The following examples illustrate the impact of using weighted average with two different
configurations:

¢ Weighted average date, direct settlement, Include physical value check box cleared

e Weighted average date, summarized settlement, Include physical value check box cleared

Example 3: Weighted average date, direct settlement, Include physical value
check box cleared

The direct settlement principle that is used in Microsoft Dynamics AX 2009 is the same direct
settlement principle that is used for weighted average in earlier versions of Microsoft Dynamics AX.
The application will settle directly between receipts and issues. Microsoft Dynamics AX 2009 uses this
direct settlement principle in specific situations:

e One receipt and one or several issues have been posted in the period

e Only issues have been posted in the period, and the inventory contains on-hand items from a
previous closing

In the following example, a financially updated receipt and issue have been posted. During inventory
close, Microsoft Dynamics AX 2009 will settle the receipt directly against the issue, and no adjustment
to the cost price is needed on issue.
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The following transactions are illustrated in the Diagram 4:

Day 1

la. Inventory physical receipt updated for a quantity of 5 at a cost of USD 10.00 each.
1b. Inventory financial receipt updated for a quantity of 5 at a cost of USD 10.00 each.
2a. Inventory physical issue updated for a quantity of 2 at a cost of USD 10.00 each.
2b. Inventory financial issue updated for a quantity of 2 at a cost of USD 10.00 each.

Inventory close was performed using the direct settlement method to settle the inventory
financial receipt to the inventory financial issue.

Inventory Close

L
52USD 10.00 1
(5@ USD 10.00) :
LA 1
.. I
e 1
1a ik ™, 1 3
1 2a b 'I
™ - 1
e |
|
(2@USD 10.00) I
2@USD 10.00 §

Diagram 4 Weighted average date, direct settlement, Include physical value check box cleared

Key to Diagram 4

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.

Each new receipt or issue transaction is designated with a new label.

Each vertical arrow is labeled with a sequential identifier, such as 1a. The identifiers indicate
the sequence of inventory transaction postings in the timeline.

Inventory closings are represented by a red vertical dashed line and the label Inventory Close.

Settlements that are performed by inventory close are represented by dotted red arrows going
diagonally from a receipt to an issue.

Example 4: Weighted average date, summarized settlement, Include physical
value check box cleared
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In Microsoft Dynamics AX 2009, a new settlement principle was introduced for weighted average
based on the principle that all receipts within in a closing period are summarized into a new inventory
transfer transaction called weighted average inventory closing.

All of the receipts for the day will be settled against the issue of the newly created inventory transfer
transaction. All of the issues for the day will be settled against the receipt of the new inventory
transfer transaction.

If the on-hand inventory is positive after the inventory close, that on-hand inventory and value of the
inventory are summarized on the new inventory transfer transaction (receipt).

If the inventory on-hand is negative after the inventory close, the on-hand inventory and value of the
inventory is the sum of individual issues that have not been fully settled.

In the following scenario, several financially updated receipts and issues have been posted during the
period. During inventory close, Microsoft Dynamics AX 2009 will evaluate every day to determine how
each posting should be treated by closing.

The following are illustrated in Diagram 5:
Day 1:
e 1la. Inventory physical receipt updated for a quantity of 3 at USD 15.00 each.
e 1b. Inventory financial receipt updated for a quantity of 3 at USD 15.00 each.
e 2a. Inventory physical issue for a quantity of 1 at a running average cost of USD 15.00.
e 2b. Inventory financial issue for a quantity of 1 at a running average cost of USD 15.00.
The application will use the direct settlement approach for Day 1.
Day 2:
¢ 3a. Inventory physical issue for a quantity of 1 at a running average cost of USD 15.00.
e 3b. Inventory financial issue for a quantity of 1 at a running average cost of USD 15.00.
The application will use the direct settlement approach for Day 2.
Day 3:
e 4a. Inventory physical issue for a quantity of 1 at a running average cost of USD 15.00.
e 4b. Inventory financial issue for a quantity of 1 at a running average cost of USD 15.00.
e 5a. Inventory physical receipt for a quantity of 1 at USD 17.00 each.
e 5b. Inventory financial receipt for a quantity of 1 at USD 17.00 each.

Inventory close is performed. The summarized settlement will be used because there are multiple
receipts crossing multiple days.

e 7a. A weighted average inventory close transaction financial issue is created at for a quantity
of 2 at USD 32.00 to summarize the settlements of all inventory financial receipts to date that
have not been closed.

e 7b. A weighted average inventory close transaction financial receipt is created as the offset to
7a.

Microsoft Dynamics AX 2009 will generate and post the summarized inventory transfer transaction and
settle all of the receipts for the day and on-hand inventory for previous days against the summarized
inventory transfer issue transaction. All of the issues for the day will be settled against the
summarized inventory transfer receipt transaction. The weighted average cost price is calculated to be
USD 16.00.

The issue will have an adjustment of USD 1.00 to adjust to the weighted average cost. The new
running average cost price is USD 16.00. Diagram 5 illustrates this series of transactions with the
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effects of choosing the weighted average inventory model and the summarized settlement principle
without the Include physical value option.

(3@ UsD 15.00) (1@USD 17.00)

Inventory Close

3@UsD 15.00 1@USD 17.00
Day 3

I
I
y 2@USD 32.00
|

4 L
I
5a S5b Tl 7b
l\l 7a
|
|
|

2@ USD 32.00

v

2a N | 3 3b 4@
|
[}

|
(1@ USD 15.00) (1@ USD 15.00) (1@ USD 15.00) |
1@ USD 15.00 1@ USD 15.00 1@ USD 15.00 0

Diagram 5 Weighted average date, summarized settlement, Include physical value check box cleared

Key to Diagram 5

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.

Each new receipt or issue transaction is designated with a new label.

Each vertical arrow is labeled with a sequential identifier, such as 1a. The identifiers indicate
the sequence of inventory transaction postings in the timeline.

Inventory closings are represented by a red vertical dashed line and the label Inventory Close.

Settlements that are performed by inventory close are represented by dotted red arrows going
diagonally from a receipt to an issue.

Red diagonal arrows illustrate the receipt transactions being settled to the issue transaction
created by the application.

The green diagonal arrow represents the offsetting application-generated receipt transaction
to which the originally posted issue transaction is settled.

The Include physical value parameter

In Microsoft Dynamics AX 2009, the parameter Include physical value works differently with the
weighted average date inventory model than in earlier versions of the product.

If the Include physical value check box is selected for an item in the Inventory model group
form, the application will use physically updated receipts when calculating the estimated cost price
(the running average). Issues will be posted based on this estimated cost price during the period.
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During the inventory close, only financially updated receipts will be considered in the weighted
average calculation.

FIFO

The first in, first out (FIFO) is a cost flow assumption in which the first acquired receipts are issued
first. Financially updated issues from inventory are settled against the first financially updated receipts
into inventory based on the financial date of the inventory transaction.

When using FIFO, you can choose to mark inventory transactions so that a specific receipt is settled
against a specific issue instead of following the FIFO rule.

We recommend using periodic inventory close when you use the FIFO inventory model.
The following examples illustrate the impact of using FIFO with two different configurations:
e FIFO, Include physical value check box cleared

e FIFO, Include physical value check box selected

Example 5: FIFO, Include physical value check box cleared
In this FIFO example, the inventory model group is not marked to include physical value.

The following transactions are illustrated in Diagram 6:
e 1la. Inventory physical receipt for a quantity of 1 at a cost of USD 10.00 each.
e 1b. Inventory financial receipt for a quantity of 1 at a cost of USD 10.00 each.
e 2a. Inventory physical receipt for a quantity of 2 at a cost of USD 10.00 each.
e 2b. Inventory financial receipt for a quantity of 2 at a cost of USD 10.00 each.
e 3a. Inventory physical receipt for a quantity of 1 at a cost of USD 25.00 each.
e 4a. Inventory physical receipt for a quantity of 1 at a cost of USD 30.00 each.
e 4b. Inventory financial receipt for a quantity of 1 at a cost of USD 30.00 each.

e 5a. Inventory physical issue for a quantity of 1 at cost price of USD 15.00 each (running
average of financially updated transactions).

e 5b. Inventory financial issue for a quantity of 1 at cost price of USD 15.00 each (running
average of financially updated transactions).

e 6. Inventory close is performed. Based on the FIFO method, the first financially updated issue
will be settled to the first financially updated receipt. An adjustment of USD 5.00 will be made
on the issue transaction.

The new running average cost price reflects the average of the financially updated transactions.

Diagram 6 illustrates this series of transactions with the effects of choosing the FIFO inventory model
without the Include physical value option.
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Diagram 6 : FIFO, Include physical value check box cleared
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Key to Diagram 6

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.

Each new receipt or issue transaction is designated with a new label.

Each vertical arrow is labeled with a sequential identifier, such as 1a. The identifiers indicate
the sequence of inventory transaction postings in the timeline.

Inventory closings are represented by a red vertical dashed line and the label Inventory Close.
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e Settlements that are performed by inventory close are represented by dotted red arrows going
diagonally from a receipt to an issue.

Example 6: FIFO, Include physical value check box selected

If the Include physical value box is selected for an item in the Inventory model group form, Microsoft
Dynamics AX will use both physical and financial receipt transactions to calculate the running average
cost price. Where applicable, the system will also make adjustments to the physically updated issue
transaction. When the Include physical value box is cleared, inventory close with the inventory
model will make settlements only to transactions that are financially updated.

The following transactions are illustrated in the graphic below:
e 1la. Inventory physical receipt for a quantity of 1 at a cost of USD 10.00 each.
e 1b. Inventory financial receipt for a quantity of 1 at a cost of USD 10.00 each.
e 2a. Inventory physical receipt for a quantity of 1 at a cost of USD 20.00 each.
e 2b. Inventory financial receipt for a quantity of 1 at a cost of USD 20.00 each.
e 3a. Inventory physical receipt for a quantity of 1 at a cost of USD 25.00 each.
e 4a. Inventory physical receipt for a quantity of 1 at a cost of USD 30.00 each.
e 4b. Inventory financial receipt for a quantity of 1 at a cost of USD 30.00 each.

e 5a. Inventory physical issue for a quantity of 1 at a cost price of USD 21.25 each (running
average of financial and physical updated transactions).

e 5b. Inventory financial issue for a quantity of 1 at a cost price of USD 21.25 each (running
average of financial and physical updated transactions).

e 6a. Inventory physical issue for a quantity of 1 at a cost price of USD 21.25 each.

e 7. Inventory close is performed. Based on the FIFO method, the first financial issue
transaction will be adjusted or settled to the first updated receipt, either financial or physical.

Transaction 5b will be settled to the receipt transaction 1b. There will be an adjustment of negative
USD 11.25 to this issue transaction.

The new running average cost price reflects the average of the financially and physically updated
transactions at USD 27.50.

The following diagram illustrates this series of transactions with the effects of choosing the FIFO
inventory model with the Include physical value option.
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Diagram 7 FIFO, Include physical value check box selected

Key to diagram

LIFO

The last in, first out (LIFO) cost flow assumption in which the last (newest) receipts are issued first.
Issues from inventory are settled against the last receipts into inventory based on the date of the
inventory transaction.

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.

Each new receipt or issue transaction is designated with a new label.

Each vertical arrow is labeled with a sequential identifier, such as 1a. The identifiers indicate
the sequence of inventory transaction postings in the timeline.

Inventory closings are represented by a red vertical dashed line and the label Inventory Close.

Settlements that are performed by inventory close are represented by dotted red arrows going
diagonally from a receipt to an issue.

When using LIFO, you can choose to mark inventory transactions so that a specific item issue is
settled against a specific receipt instead of using the LIFO rule.

We recommend using periodic inventory close when you use the LIFO inventory model.

The following examples illustrate the impact of using LIFO with two different configurations:

LIFO, Include physical value check box cleared

LIFO, Include physical value check box selected
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Example 7: LIFO, Include physical value option check box cleared
In this LIFO example, the inventory model group is not marked to include physical value.

The following transactions are illustrated in Diagram 8:

la

1b.
2a.
2b.
3a.
4a.
4b.
5a.

. Inventory physical receipt for a quantity of 1 at a cost of USD 10.00 each.
Inventory financial receipt for a quantity of 1 at a cost of USD 10.00 each.
Inventory physical receipt for a quantity of 1 at a cost of USD 20.00 each.
Inventory financial receipt for a quantity of 1 at a cost of USD 20.00 each.
Inventory physical receipt for a quantity of 1 at a cost of USD 25.00 each.
Inventory physical receipt for a quantity of 1 at a cost of USD 30.00 each.
Inventory financial receipt for a quantity of 1 at a cost of USD 30.00 each.

Inventory physical issue for a quantity of 1 at a cost price of USD 20.00 each (running

average of financially updated transactions).

5b

. Inventory financial issue for a quantity of 1 at a cost price of USD 20.00 each (running

average of financially updated transactions).

6.
wil
on

Inventory close is performed. Based on the LIFO method, the last financially updated issue
| be settled to the last financially updated receipt. An adjustment of USD 10.00 will be made
the issue transaction.

The new running average cost price reflects the average of the financially updated transactions at USD

15.00.

Diagram 8 illustrates this series of transactions with the effects of choosing the LIFO inventory model
without the Include physical value option.

Inventory Close
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Diagram 8 LIFO, Include physical value check box cleared

Key to Diagram 8
Inventory transactions are represented by vertical arrows.
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Receipts into inventory are represented by vertical arrows above the timeline.

Issues out of inventory are represented by vertical arrows below the timeline.

Ab

ove (or below) each vertical arrow, the value of the inventory transaction is specified in the

format Quantity@Unit price.
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e An inventory transaction value surrounded by brackets indicates that the inventory transaction
is physically posted into inventory.

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

e Each new receipt or issue transaction is designated with a new label.

e Each vertical arrow is labeled with a sequential identifier, such as 1a. The identifiers indicate
the sequence of inventory transaction postings in the timeline.

e Inventory closings are represented by a red vertical dashed line and the label Inventory Close.

e Settlements that are performed by inventory close are represented by dotted red arrows going
diagonally from a receipt to an issue.

Example 8: LIFO, Include physical value check box selected

If the Include physical value check box is selected for an item in the Inventory model groups
form, Microsoft Dynamics AX 2009will use both physical and financial receipt transactions to calculate
the running average cost price.

Where applicable, the application will also make adjustments to the physically updated issue
transaction. When the Include physical value check box is cleared, inventory close with the LIFO
inventory model will make settlements only to transactions that are financially updated.

The following transactions are illustrated in Diagram 9:
e 1la. Inventory physical receipt for a quantity of 1 at a cost of USD 10.00 each.
e 1b. Inventory financial receipt for a quantity of 1 at a cost of USD 10.00 each.
e 2a. Inventory physical receipt for a quantity of 1 at a cost of USD 20.00 each.
e 2b. Inventory financial receipt for a quantity of 1 at a cost of USD 20.00 each.
¢ 3a. Inventory physical receipt for a quantity of 1 at a cost of USD 25.00 each.
e 4a. Inventory physical receipt for a quantity of 1 at a cost of USD 30.00 each.
e 4b. Inventory financial receipt for a quantity of 1 at a cost of USD 30.00 each.

e 5a. Inventory physical issue for a quantity of 1 at a cost price of USD 21.25 each (running
average of financial and physical updated transactions).

e 5b. Inventory financial issue for a quantity of 1 at a cost price of USD 21.25 each (running
average of financial and physical updated transactions).

e 6a. Inventory physical issue for a quantity of 1 at a cost price of USD 21.25 each.

e 7. Inventory close is performed. Based on the LIFO method, the last issue transaction will be
adjusted or settled to the last updated receipt.

Transaction 6a will be adjusted to the receipt transaction 4b. The application will not settle these
transactions because the receipt is updated only physically and not financially. An adjustment of USD
8.75 will be posted to the physical issue transaction.

Transaction 5b will be adjusted to the physical receipt transaction 3a. The application will not settle
these transactions because they are not both financially updated. An adjustment of negative USD 3.75
will be made to this issue transaction.

The new running average cost price reflects the average of the financially and physically updated
transactions at USD 20.00.

Diagram 9 illustrates this series of transactions with the effects of choosing the LIFO inventory model
with the Include physical value option.
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Diagram 9 LIFO, Include physical value check box selected

Key to Diagram 9

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.

Each new receipt or issue transaction is designated with a new label.

Each vertical arrow is labeled with a sequential identifier, such as 1a. The identifiers indicate
the sequence of inventory transaction postings in the timeline.

Inventory closings are represented by a red vertical dashed line and the label Inventory Close.

Settlements that are performed by inventory close are represented by dotted red arrows going
diagonally from a receipt to an issue.

LIFO, date

Last in, first out Date (LIFO Date) is an inventory model based on the LIFO principle that issues from
inventory are settled against the last receipts into inventory based on the date of the inventory
transaction.

With LIFO Date, if there is no receipt before the issue, the issue is settled against any receipts that
occur after the date of the issue. Several issues on the same date may be settled in the order of last
issue, last receipt.

When using LIFO Date, you can choose to mark inventory transactions so that a specific item receipt
is settled against a specific issue instead of using the LIFO Date rule.

We recommend using a periodic inventory close when you use the LIFO Date inventory model.

The following examples illustrate the impact of using LIFO Date with two different configurations:
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LIFO Date, Include physical value check box selected

Example 9: LIFO Date, Include physical value check box cleared
In the LIFO Date Diagram 10, the inventory model group is not marked to include physical value.

The following transactions are illustrated in Diagram 10:

Day 1:

la.
1b.
2a.
2b.
3a.
4a.

Inventory physical receipt for a quantity of 1 at a cost of USD 10.00 each.
Inventory financial receipt for a quantity of 1 at a cost of USD 10.00 each.
Inventory physical receipt for a quantity of 1 at a cost of USD 20.00 each.
Inventory financial receipt for a quantity of 1 at a cost of USD 20.00 each.
Inventory physical receipt for a quantity of 1 at a cost of USD 25.00 each.

Inventory physical issue for a quantity of 1 at a cost price of USD 15.00 (running average

of financially updated transactions).

4b.

Inventory financial issue for a quantity of 1 at a cost price of USD 15.00 (running average

of financially updated transactions).

5a.
5b.

Inventory physical receipt for a quantity of 1 at a cost of USD 30.00 each.

Inventory financial receipt for a quantity of 1 at a cost of USD 30.00 each.

6. Inventory close is performed. Based on the LIFO Date method, the last financially updated
issue will be settled to the last financially updated receipt by date. An adjustment of USD 5.00
will be made on the issue transaction. These transactions will be settled to each other.

The new running average cost price reflects the average of the financially updated transactions at USD

15.00.

Diagram 10 illustrates this series of transactions with the effects of choosing the LIFO Date inventory
model without the Include physical value option.
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Diagram 10 LIFO Date, Include physical value check box cleared

Key to Diagram10

Inventory transactions are represented by vertical arrows.

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

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

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

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

e Each new receipt or issue transaction is designated with a new label.

e Each vertical arrow is labeled with a sequential identifier, such as 1a. The identifiers indicate
the sequence of inventory transaction postings in the timeline.

e Inventory closings are represented by a red vertical dashed line and the label Inventory Close.
e Settlements that are performed by inventory close are represented by dotted red arrows going
diagonally from a receipt to an issue.

Example 10: LIFO Date, Include physical value check box selected

If the Include physical value check box is selected for an item in the Inventory model groups
form, Microsoft Dynamics AX 2009 will use both physical and financial receipt transactions to calculate
the running average cost price.

Where applicable, the application will also make adjustments to the physically updated issue
transaction. When the Include physical value check box is cleared, inventory close with the LIFO
Date inventory model will make settlements only to transactions that are financially updated.

In the LIFO Date Diagram 11, the inventory model group is marked to include physical value.
The following transactions are illustrated in Diagram 11:
Day 1:

e 1la. Inventory physical receipt for a quantity of 1 at a cost of USD 10.00 each.

e 1b. Inventory financial receipt for a quantity of 1 at a cost of USD 10.00 each.

e 2a. Inventory physical receipt for a quantity of 1 at a cost of USD 20.00 each.

e 2b. Inventory financial receipt for a quantity of 1 at a cost of USD 20.00 each.

e 3a. Inventory physical receipt for a quantity of 1 at a cost of USD 25.00 each.

e 4a. Inventory physical issue for a quantity of 1 at a cost price of USD 18.33 each (running
average of financially updated transactions).

e 4b. Inventory financial issue for a quantity of 1 at a cost price USD 18.33 each (running
average of financially updated transactions).

e 5a. Inventory physical receipt for a quantity of 1 at a cost of USD 30.00 each.
e 5b. Inventory financial receipt for a quantity of 1 at a cost of USD 30.00 each.

e 6. Inventory close is performed. Based on the LIFO Date method, the last updated issue will
be adjusted or settled to the last updated receipt by date. These transactions will not be
settled to each other because the financial receipt transaction is adjusted to a physical update
transaction. Instead only an adjustment of USD 6.67 will be made on the issue transaction.

The new running average cost price reflects the average of the financially updated transactions at USD
20.00.
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Diagram 11 illustrates this series of transactions with the effects of choosing the LIFO inventory model
with the Include physical value option.

Inventory Close
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Diagram 11 LIFO Date, Include physical value check box selected

Key to Diagram 11
¢ Inventory transactions are represented by vertical arrows.

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

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

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

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

e Each new receipt or issue transaction is designated with a new label.

e Each vertical arrow is labeled with a sequential identifier, such as 1a. The identifiers indicate
the sequence of inventory transaction postings in the timeline.

e Inventory closings are represented by a red vertical dashed line and the label Inventory Close.

e Settlements that are performed by inventory close are represented by dotted red arrows going
diagonally from a receipt to an issue.

Inventory calculation

In Microsoft Dynamics AX 2009, the Inventory close and Inventory cancellation job have been
changed significantly. The changes can be divided into two subgroups:

e Evaluation method
e Batch framework dependant

Note: An inventory close job can be paused and resumed. If a job by any means is stopped during an
execution and it cannot be resumed, a new job can be run. The new job will start up from the point
where the previous job stopped. When the new job reaches completion, both jobs will be updated as
completed.
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Inventory close
A total of four fields were removed from the Close Inventory form in Microsoft Dynamics AX 2009.

The two fields in the following list were removed because of the new settlement principle that was
introduced for cost flow assumption weighted average.

e Minimum settle quantity percent

e Minimum settle amount

The two fields in the following list were removed from the Close Inventory form and pre-marked as
active.

e Update Production
e Update ledger

The Update Production field is set as Active by default in order to ensure the possibility to reconcile
production variances on a specific production order when evaluating inventory by standard cost.

The Update ledger field is set as Active by default in order to ensure that both inventory and the
general ledger are updated with the cost adjustments so that the modules can be reconciled.

In Microsoft Dynamics AX 2009, the inventory calculation job can be run in two modes:

e Client
e Batch
Client

When running the inventory close job on the client, the application will only use the client’s session on
the server. The application will perform inventory value calculation item by item and adjust cost. Only
the item that is being calculated will be locked by the application. the general ledger will be updated
after the last item has been processed.

Note: We do not recommend a client execution on a live installation because the performance will not
be optimal.

Using helpers

Microsoft Dynamics AX 2009 enables the user to utilize helpers. A true client execution will only take
place if the number-of-extra-helpers field in the inventory parameters is set to 0. In all other cases,
the application will run in a mixed mode, where the specified extra helpers execute in the specified
batch group (also in the inventory parameters), and the client works as a helper too.

Batch

In Microsoft Dynamics AX 2009, a new batch framework was introduced. The Inventory close job and
helpers were aligned to this new batch framework.

Note: An inventory close helper matches one thread in the batch framework.

24

COST MANAGEMENT IN MICROSOFT DYNAMICS AX 2009



Level 0
Helpers =6 item 1

item 2
item 3
item 4
item 5
item 6
item 7

Level 1
2Threads “‘\ item 8

P item 9
Batch
Group

Diagram 12 Helpers and batch jobs

Running multiple inventory closing threads per AOS can be used to help performance, because
multiple threads are better at using multiple processor cores. (Even for a single processor core,
multiple threads can increase performance, because whenever one thread waits for a reply from the
database, another can run.)

However, running multiple threads also increases the memory usage of the AOS, and if the number of
threads is so high that the AOS runs out of memory, the AOS will start swapping, and performance
will suffer. It is critically important that all threads fit in memory without swapping.

The optimum number of threads for an installation depends on the hardware, the data composition,
and the other application load while the inventory close job is running. Therefore, if performance of
inventory close is of paramount importance, it will be necessary to try out different values to find the
best one.

As a guideline, we recommend two threads per processor core to start with.

When optimizing the inventory close job in a batch mode, consider the following performance
considerations.

1. Ensure that the number of helpers is equal to or greater than the number of threads that are
available on the batch group.

2. Ensure that the hardware can perform well while supporting the large number of threads that
you might want the batch to run on the AOS.

3. Ensure that the database server is sized properly towards the AOS servers.

Inventory cancellation

The fundamental purpose of the Inventory cancellation job is to cancel an inventory close job and to
reverse all of the cost adjustments.

Like inventory close, the inventory cancellation can be run in two modes:
e Client
e Batch

There is no significant difference in how the Inventory close job and the Inventory cancellation job
behave, other than Inventory cancellations do not have to consider low level code (dependencies).
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Recommended parameter settings

This section discusses a set of parameter recommendations by Microsoft Business Solutions. These
recommendations are offered as guidance, and they should not be considered as the only option for
configuring the Cost management-related modules.

In Microsoft Dynamics AX 2009, three different item types exist:
e Item (Raw material, purchase to sell)
e BOM (Manufactured item)

e Service (Expensed item, subcontracting)

In general, these three different item types can be grouped into two main groups from a costing
perspective:

e Inventory item
o Item
o BOM

¢ Non-inventory item
o Service

(¢]

Inventory item

The cost of inventory items is treated as an asset to the company or organization, so the
cost is capitalized into the balance sheet at the time of posting.

m Application path Recommended settings

Inventory Inventory management > Setup > Inventory > e Post physical inventory = Yes
management Inventory model groups « Post financial inventory = Yes
Production Production > Setup > Parameters e Posting picking list in ledger =
Yes
e Post report as finished in
ledger = Yes

e Use estimated cost price = No
. Post excl. transaction type =

No
Accounts Accounts payable > Setup > Parameters e  Post packing slip in ledger =
payable Yes
Accounts Accounts receivable > Setup > Parameters . Post packing slip in ledger =
receivable Yes

Note: In Microsoft Dynamics AX 2009, you can set production parameters per site. This feature also
allows you to set the cost related parameters in the table above per site. However, we do not
recommend making these parameters site-specific as this can lead to imbalances when reconciling
inventory and the general ledger.

m Application path Optional settings

Inventory management Inventory management > Setup > Inventory > . Post physical revenue =
Inventory model groups Yes?
o Post physical purchase =
Yes?
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Inventory management Inventory management > Setup > Parameters e Post physical sales tax =
Yes®

! This parameter determines if you accrue revenue at the posting of the packing slip.

2 This parameter determines if you accrue purchase at the posting of the packing slip.

3 This parameter determines if you accrue sales tax at the posting of the packing slip.

Non-inventory item - Expensed item

The cost of non-inventory items is treated as a cost to the company or organization, so the cost is
expensed in the profit & loss section of your charts of accounts at the time of posting. Depending of
the type of item/cost, the cost can be absorbed as manufacturing overhead.

m Application path Recommended settings

Inventory Inventory management > Setup > Inventory > . Post physical inventory = No
management Inventory model groups ° Post financial inventory = No
m Application path Optlonal settings
Inventory Inventory management > Setup > Inventory > Post physical revenue = Yes
management Inventory model groups

e Post physical purchase =

Yes?

Inventory Inventory management > Setup > Parameters . Post physical sales tax =
management Yes®

! This parameter determines if you accrue revenue at the posting of the packing slip.
3 This parameter determines if you accrue purchase at the posting of the packing slip.

3 This parameter determines if you accrue sales tax at the posting of the packing slip.

Non-inventory item — Subcontracting

The cost of non-inventory items (service) is treated as a cost to the company or organization, so the
cost is expensed in the Profit & Loss section of your charts of accounts. The expense is capitalized into
inventory/WIP at the time of consumption.

m Application path Recommended settings

Inventory Inventory management > Setup > Inventory > . Post physical inventory = Yes
management Inventory model groups e Post financial inventory = Yes
m Application path Optional settings
Inventory Inventory management > Setup > Inventory > . Post physical revenue = Yes
management Inventory model groups !
o Post physical purchase =
Yes®
Inventory Inventory management > Setup > Parameters e Post physical sales tax = Yes
3

management
! This parameter determines if you accrue revenue at the posting of the packing slip.

2 This parameter determines if you accrue purchase at the posting of the packing slip.

3 This parameter determines if you accrue sales tax at the posting of the packing slip.
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Note: If a service item has an inventory model group attached to it that has the Post physical
inventory check box selected, and the Post financial inventory check box selected, the service
item will appear to behave as an inventory item, even if it is not an inventory item.

In purchase orders, the posting type “Purchase receipt” will be used, which normally corresponds to a
balance account in the general ledger that contains the inventory value. The posting type should be
set to post to an expense account.

The service item has no on-hand quantity and will not exist in the physical inventory reports. If the
item is not set to post to an expense account, it will generate imbalances at the time of reconciliation
of inventory and the general ledger.

The Inventory value of posted service items report displays the value of posted service items to
inventory and helps you perform reconciliation.

Change inventory dimension group for an item

In Microsoft Dynamics AX 2009, a cost object, also known as a cost collector, is represented in the
data model by the ItemID + inventory dimension that is marked as financial inventory.

The relation between ItemID and inventory dimensions is obtained by assigning a dimension group to
the item record.

In Microsoft Dynamics AX 2009, multiple inventory dimensions are available, and these dimensions
can be marked as physical or financial inventory, depending on the specific requirement by the
customer. For every new combination of inventory dimensions entered into the application, a unique
InventDim ID is created.

In Microsoft Dynamics AX 2009, the InventSum table keeps track of the current on-hand inventory
for any combination of Item and InventDimID. The InventSum table is used as a data source in
many reports within the inventory/costing domain areas.

A record in InventSum table is marked as closed when both financial and physical quantity and
values have reached 0 (zero).

5] Table browser: InventSum (1 - po) [o[®] = |

ltemld PostedQty PostedValue Deducted Received InventDimld Closed Registered Picked AvailOrdered AvailPhysical PhysicalValue Arrived Physicallent ClosedQty LastUpdDatePhysical LastUpdDateExpected  *
B7 00001060 -1,00 04-01-2008 11-11-2008 E
87 1,00 12,00 247 ] 1,00 1,00 100 []  11-02-2008 11-11-2008
il ] »
SELECE + FROM Inventeum

Show fields
@ All fields

*) Autoreport

When an item + InventDim has the status of Closed, the item will be ready for a change in financial
inventory dimension.

In Microsoft Dynamics AX 2009, a new error message was introduced that validates the status of the
current item to prevent customers from changing the dimension group if the status of the item is not
fulfilling the system requirements.
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il Infolog (1) = —_— — — o )

Jrar—

Read the warning messages and take suitable action. 'E

(-] Message (10:11:50)
B @ The new dimension group cannot be assigned. Other financial dimensions apply and physical inventory transactions might exist and/or financial inventory transactions are not fully settled.

Information

—

The ideal situation would be to change the financial dimension when entering a new fiscal period or
fiscal year. However, it is not possible to change the financial dimension when entering a new fiscal
period or fiscal year in Microsoft Dynamics AX 2009, because the application requires the current
settings to perform a correct closing of the previous fiscal period or fiscal year.

In general, a closing of the previous period will take place sometime in the next fiscal period or fiscal
year.

Pre-Dimension change period Transition Period Post-Dimension
Original Financial dimension/s Original Financial dimension/s change Period
New Financial dimension/s

Sunisod

Transition Transition
setting Start End
6/31/2008 7/1/2008 7/12/2008

v

1: Run
inventory
Close

2: Create new 3: Ensure all
Dimension Group InventTrans

sdays
adueyd suoisuawig Asojuanu|

P
-

Inventory

Journal

Diagram 13 Change Financial Dimension
Example: Convert a warehouse to a physical inventory dimension

This example converts a warehouse to a physical inventory dimension and only uses "“site” as a
financial inventory dimension.

The following inventory transactions are posted on item Al
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e Pre-dimension change period

e Purchase order 1 (P1) is posted with a quantity of 2 and unit price of USD 10.00 on site S1,
warehouse W1

e Transition period

e Sales order 1 (S1) is posted with a quantity of 1 and unit price of USD 10.00 on site S1,
warehouse W1

e Purchase order 2 (P2) is posted with a quantity of 1 and unit price of USD 13.00 on site: S1,
warehouse: W2

ltem A1-S1-W1 IC IC

31-06 30-07

2@10 I1C 1@10

;ém
Iltem A1-S1-W?2
IC IC
31-06 30-07
1@13 IC  1@13
T P2 M
-
Item A1-S1 t@is

Diagram 14 Posting sequence

m Transactions {1 - dat) - Reference: Purchase order, 00034_049

File Edit Tools Command Help

DEHX =R | 7TEBF(eawddnsA o]

Overyiew |General I Update I Ledger I Other I Dimension I

Item number | Warshouse | Site | Quantity | Physical cost amount | Financial cosk amount | Adjustment Ledger 'l
L3 e 20,00 20,00
Funictions bl
. Rawl W'l 31 -1.00 -10.00 -10.00
. Rawl WZ Sl 1.00 13.00 13.00
|Sh0w telated transactions., | EUR |dat ’E 7ifzone |22 @ 2

Transactions that are posted in the application are noted in the following transactions list.
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The Light Company
Financial statement

Current value 1/1/2008 -

Account Name 12/31/2008
Balance
01 Raw material 23
02 Finish Goods o
Total Inverr Total Inventory 23
04 WP Material o
05 WIP Labor a
08 WIP Overhead 1]
Total WIP o
08 Custormer debt 10
09 Deferred Custormer o
Liabilites
010 Accrued Purchase a
o1 Vendor debt -33
P\
023 Revenue -20
020 COGS 10
021 Absorh Labor o
022 Absorb Overhead o]
024 Expense Manufactuing 0
025 Expense Qutsource a
031 Inventory loss 1]
032 Inventory Profit i}

By July 11, 2008, the company or organization is ready to close inventory for the fiscal year
ending June 30, 2008.

1.

B Closing and adjustment (1 - dat) - Date: 6

/2008, 10004_063, Active: Yes

fie Edt Toos Command  Help

DEX|=[d

EITETT(eadrpe A S 1

active ¥

Overview | General | session | note |

: Cinse procedure ¥

Retaltulatmn

active | Date

= | voucher
10004_,..

Canrellation P

Calculatmn

‘ Adjustmert

_I

|Functions related to inventery closing procedure.

[Eur [dat jusr \7/1112003 [8 8 4

Create a new dimension group, where only site is set as a financial inventory dimension.
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m Inventory dimensions (1 - dat) - Dimension group: Site, Site

Elle  Edit Tools

DHX =mAFEITEP

Command  Help

LXERL X TOPY

Dimension grauy

| Mame

Le v

Overview |Genera\| Editing | Rename |

Physical inwentar:

Financial inventor:

Coverage plan by dimension

Active ™ Name Mandator: Primary stocking Blark receipt allowed Blank issue allowed
r Configuration cd cd (] r cd cd [
| s ” » r r » » P
| | cor I I r - = = il
Gwerview | General | Editing |
Active Name IMandator: Primary stacking Blank receipt sllowed Blank issue allowed Phrysical inventor Financial inwenkor Cowerage plan by dimension
[# Site [# v I [ [ E [
| [ Wiarehouse [ [ [ icd r [
| Bakch rumber r r r r r r r
| (| Location (| (| (| r r r (|
|| r Pallet ID r r r r r r r
|| | Serial number | | | | | r |

|Description of the inventory dimension group

2. Ensure that all transactions are financially updated.

M= E

B Transactions (1 - dat} - Financial date:, No Record
File Edt Tooks Command  Help

DEX | mARE | TETT|eaanma

awerview | General | Update | Ledger | Other | Dimension |

Al@|

Invertary P
Ledger »
Functions ¥

[ 1tem number | warehouse | Site | Quanticy | Physical cost amount | Financial cost amount | Financial date | adjustment |

This grid s empty.

[Date of financial transaction [EUR [dat jusr [1j28rz000 (2 3 4

Tip: Review the Financial Date field, and search for blank dates.

3. Post the Inventory offset journal.

[EUR [dat [usr [Fr4f2008 (2 &

The following screen shots and financial statement show the InventSum table before the offset

journal is posted:

[ Table browser: InventSum {1 - dat)

Postedyalue | Deducted | Received | ReservPhysical | R...
10.00

Itemld | Postedot:

00199_060

SELECT * FROM Inventium

Shaws figlds —
& pllfields
i autorepork
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Ele Edt Tools Command Help

m Journal lines, Inventory {1 - dat) - Journal: 0D0004_061, 1,0000000000, Journal: 000004_0D61

DEX BmELE|ITETFT/leadbBiAa|0

Cvervien |Genera| | Dimension |

P
Validate | =

10,00 -10,00 031

Cost price | Cost amaunt | offset account [ L. | Past |
—

=l [

Inventary >| ;I

[EUR st usr [1jesrzons |2 @ 4

|Pnst the journal.

Ele Edt Tools Command Help

m Journal lines, Inventory (1 - dat) - Journal: 000006_061, 1,0000000000, Journal: 000006_061

DX =mAF TEPT|IeaarmelfAle|

Owerview |Gsnara\ I Dimension I

Yalidate

-1.00 13.00 31

Cost amount | Offset account | L.

Post |

Log
Inventory »

Functions ||

[eur [dat just [1e8jenme (2 @ 4

00199_060

SELECT * FROM InventSum

Show figlds
& Al fields
 Autoreport

The Light Company
Financial statement

Current value 1/1/2008 -

Account Name 12/31/2008
3alance
01 Raw material 0
02 Finish Goods 0
Total Inven Total Inventory 0
04 WIP Material 0
05 WIP Labor 0
06 WIP Overhead 0
Total WIP 0
18 Customer debt 10
19 Deferred Custormner 0
-iabilites
110 Accrued Purchase 0
m Vendor debt -33
AL
123 Revenue -20
120 COGS 10
iy Absorb Labor 0
122 Absorb Overhead 0
124 Expense Manufactuing 0
125 Expense Outsource 0
131 Inventary loss 23
132 Inventary Profit 0

4. Run inventory close as of July 11, 2008.
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asing and adjustment (1 - dat. 008, 1000:
fle Edt Iools Command  Help
DEX|™q | L AALE KRN X T- NS
active = {"Flose procedure
varview | General | Session | Hate | Recalculation
[ active [Date = [voucher [ Type | Executed | Cancellation | 0.] Haslog [ =] Adjustment >
v «o | Closing 7112008 I ' =
Cancellation T
=l Caleylation

[EUR [dat usr \7/1_uzmna [8 8 4

|Functions releted to inventory closing procedure. [

Note: It is important that all transactions in the InventTrans table are fully settled.

5. Change the dimension group for the item.

JS[=] E3

em number:

tem (1 - dat;
File Edt Tools Command Help

DX mAE(TEBR|(0aap B Pae@

Owerview  Genersl | Setup | References | Frice/Discount | cther | Dimersion | Transations
[1densficarion IR Ers figurator = Cphand
Ttem number: lRawli Ttem group: ,W;I Default configuration: l— Serup 5
r
r
r

m Cost group: - Configurable: [rosrap——
TEMETS I—Rawl Inwentory model group: - Identical: Functions »
Search name: I—Rawl Dimension group;: Site: B4 W prodct buider I Fadries v
Temtype:  |gem  ~ Coverage group: > Modsling enabled: . ———

ol

= ROM
[EUR [t jusr [7r11fz008 [ B

[1dentification of inventory modsl group

6. Post the Inventory journal.

The Light Company.
Physical inventory by item group

Avon 720D
Group tem number ttem name Financial quantty Deducted Recehied On-hand Finansial value Physlcal valus (posted) Physlcal value (ot posted) Inventory wvalue
* Fawma Raw 1 Faw1 2.00 2.00 23.00 2300
ttem group © Faunist 2.00 2.00 2300 23.00
Total aceount @993 23,00 Tetal posted Inuentory . 23.00
[_ [
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00193_060

SELECT * FRON Invent3um
Show fields
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The Light Company
Financial statement

Current value 1/1/2008 -

Account Name 12/31/2008
Balance
01 Raw material 23
02 Finish Goods 1]
Total Inverr Total Inventory 23
04 WIP Material 1]
05 WIP Labor il
06 WIP Overhead 1]
Total WIP 1]
08 Customer debt 10
09 Deferred Customer 1]
Liabilites
010 Accrued Purchase i}
011 Vendor debt -33
PL
023 Revenue -20
020 COGSs 10
021 Absorb Labor 1]
022 Absorb Overhead u}
024 Expense Manufactuing o
025 Expense Outsource 1]
031 Inventory loss 23
032 Inventory Profit -23

Note: It is important that the inventory close iob that has been run before changing the dimension
group on the item, is not cancelled. If the inventory close job is cancelled, imbalances and incorrect
cost could potentially occur.

Create ledger accounts to represent inventory in chart of
accounts

Microsoft Dynamics AX 2009 consists of multiple modules, including the general ledger. In general, the
modules (sub-ledgers) store information at a detailed level and the general ledger stores the
information at a summarized level. The individual modules and the general ledger have to be
integrated in order to make the transaction records flow correctly through the application.

Sub-Ledger General-Ledger

Diagram 15 Ledger integration

In Microsoft Dynamics AX 2009, this integration takes place in posting profiles. Posting profiles are
placed in each module and other places where general ledger integration is required. For each posting
type, the user can select a ledger account as the integrator to the general ledger.

Based on module and posting type, the integration to the general ledger can be set up based on
different rules.

Example: Posting type - Picking list issue

For the posting type “Picking list Issue”, the item ID can be used as rule to create integration to the
general ledger.

The application offers three aggregated levels:

e Item ID - The integration to the general ledger is set per specific item ID.
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e Item Group - The integration to the general ledger is set for an item group.

e All - The integration to the general ledger is set for all items.

WInventory posting (1 - dat) TR Wesl el e L LT E=S1aN

File Edit Tools Command Help
BB FEFY eddrws BAO

Sales Drderl Purchase order | Inventury‘ Production ‘Standard cost variance

Select Item code  Item relation  Account number
(@) Picking list issue Bl s 1
= *

() Picking list offset account

(©) Report as finished receipt

( f ) Reported as finished offset account
() Issue

'T‘Issue offset account

*) Receipt

() Receipt offset account

Item number or item group dat usr 11-12-2008 11:00 & @

Before you map modules to the general ledger, consider the following:
e A posting type may require a different mapping to the general ledger based on the following:
o Item type
o Inventory model group/parameters
e At which aggregated level do I expect to report financial results from the general ledger?

¢ At which aggregated level do I expect to reconcile inventory and the general ledger?

Note: We recommend that you divide WIP into three separate ledger accounts: Material, Labor, and
Overhead. In Microsoft Dynamics AX 2009, the physical inventory reports display only resources from
the ItemTable table. To facilitate reconciliation between the inventory and the general ledger, we
recommend that you use a special ledger account that reflects each resource type.

Note: A ledger account can be set up to accept multiple posting types.

Example: How to set up and map the Raw material ledger account

1. Create a ledger account in chart of accounts.

>

’TJ Chart of accounts (1 - cph) - Ledger account: 701, Raw material E‘E‘g

File Edit Tools Command Help
P Y |ewd rprwa @A o

Overview ‘General | Setup | Financial statement Dimensiunl ‘;‘
Ledger account Account name Search name Accounttype  Ledger account category  Locked in journal  Balance ol
701 Raw material Raw material - [ 000  _
i 1 = Period balances
Account type, for example profit & loss, balance, header or total. EUR cph usr 11-12-2008 1531 =& @

2. Assigned the accepted posting types.

The mapping of posting types to specific ledger accounts will vary by company or organization

and the item categorizations.

In this example, raw materials are purchased for use in production as the primary purpose,
but raw materials can also be sold as spare parts to customers. The possibility to purchase
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and sell raw materials has a direct effect on which posting types must be mapped to the

ledger account.

On the Setup tab, under the Posting field group, there are the following fields:

e Posting type field

o

All posting types in the application

e Validate posting field

o

o

o

o

Note: The user must select either “Table” or "List” in the Validate posting field in order to
ensure that the posting type is validated at the time of posting.

Optional
To be filled in

Table (The user can select a specific posting type)

List (The user can select multiple posting types)

[ Chart of accounts (1 - dat) - Ledger account: 01, Raw material

Fle Edt Tools Command Help

DHZX|™mAE(TEPR|(0adaPb Bl Hi @

Owarvien | Genersl 52EUP | Financial statement | Dimension |

[oales Lo I

Salles tax group:
Item sales bax group:
Sales tax direction:
Exempt:

Sales tax code:

JoJl

Validate tax codz:

optional  ~

Currency: |

validate currency code: [opiona ¥
User ID: -
Validate user: joptional ¥

[Fosting I

Ml validate posting (1 - dat) - Ledger accou... [H[=] E3

fle Edt Ioals

QDX |mAQE |7 ED T |4

Command  Help

Overview |Gene,a| |

Fosting bype

Order packing
Sales arder iss
Purchase, packing slp

Posting type:

Validate posting: List

'

Production issue

slip
ug

[Transac...

[EUR. [det Jusr [7/11/2008 [ O

(=] 3

Transactions

Balance »

Period balances
Setup 3
Inguiry »

Account statement

Ledger budget

Validation list »
Cost category reference
Send electronically ()

{alidate Posting Fiekd when posting the account

[Eur [dat jusr [7/11/2008 (2 B

A filter is run when the ledger account is mapped to a posting type in the posting profile. The

filter helps to avoid incorrect mappings that will be discovered when the reconciliation of

inventory and the general ledger displays imbalances.

B 1ten group (1 - dat) - Item group: RawMat, Raw Materials

Fie Edit Toos Command Help

PRI EECAE S S AL ER N X NN
Ovarview | Sales order  Purchase order | Inventory | Production | setup |
Packing sip: o1 ~|  consumption: 50270 -

Packing slip offset:

Packing slip purchase:

I According to posting IAccord\r\g ta account type |

Packing slp purchass offset: |

Packing sl tax:

| Fopecasting »

= E3

Pogting

Ladiaratmunt = | Name

Receipt:
Discourt:
Chargs:

Stack variation:

Fixced asset receipt:

FUICNGSE (o E—

Itern sales bax group:

]v

Accounk number For posting in ledger,

[EUR: [dat jusr [7riri00e (2 8 4
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Note: In Microsoft Dynamics AX 2009, you can select any ledger account by clicking the
According to account type tab. The ledger account will be validated again at time of posting
if Validate posting is set to either “Table” or “List”.

A ledger account can also be locked from postings that are generated by ledger journals.
Select the Locked in journal check box to lock a ledger account.

Bl Chart of accounts (1 - dat) - Ledger account: 01, Raw material H= B
Fle Edt Tools Command Help
DHX ®mARE|7TEBT(vaarma A @
Overview Genersl | Setup | Fnancial statement | Dimension | Transactions
1certication {diinisy ation IS Belance r
Ledger account: for Cackedin jourmals ~ Feriod balances
[Leger ) Closed: r Setup »
Account name: ,m Exchange adiustment: [~ Monetary: ™ Ty 5
Search name: Bz | Accaunt statement
Account type: alance - Allocation: u Ledger budget
Ledger account category; ,—L[ Does allocation term exist: [~ e —— ,
Mandatory reference: | =
| Debit/Crecit. I Cost category reference
DBJCR proposal: [ =] [Foiizd oo M Send slectronically ([}
R ,—;[ Offset account: -
Balance control: ,ﬁ Opening account: hd
Consolidstion account:
SRU cods: [
Lock the account from manual posting [evR. ldat lusr 7112008 (2 5 2

Note: It might be necessary to post directly on a ledger account that represents inventory in
the general ledger.

e If the posting type validation is activated on the ledger account posting type, the posting
type Ledger posting must be selected as the valid posting type. Otherwise, the journal
posting process will end, and an error message will appear.

e If the ledger account has been locked, the ledger account must be unlocked by clearing
the Locked in journal check box on the Setup tab in the Chart of accounts form before
you can post the journal.

Changing an item type

In Microsoft Dynamic AX 2009, an ItemID is associated with an item type. Item types can be grouped
into two main groups: inventory and non-inventory.

Changing the item type might seem to be a straightforward task, but the consequences can be
significant to the application. Additionally, the inventory and the general ledger reconciliation could
become cumbersome.

Changing the item type on an ItemID from Item to BOM, or from BOM to Item, will not directly affect
the application because the application will not perform any events or updates as consequence of this
change.

There could, however, be indirect consequences that require manual action. The indirect consequences
would be customer-specific, and would be based on the customer’s setup in inventory and the general
ledger. Two possible indirect consequences might be:

e Incorrect or missing ledger accounts on posting types in the posting profile.

¢ Move the current inventory balance in the general ledger to a different ledger account based
on the level of aggregation in the chart of accounts.

38

COST MANAGEMENT IN MICROSOFT DYNAMICS AX 2009



Example: A component that was purchased from a supplier will be manufactured in-house, and it will
be sold as a spare part.

1. The application requires an item type change to BOM in order to allow the creation of
production orders.

a. Based on the current detailed level of settings in the posting profile (The setup is
based on three item groups: Service, Raw material, and Finish good.)

i. Ledger accounts on production-related posting types have to be mapped for
the current item group.

ii. The item group could be changed from Raw material to Finish good to satisfy
the preceding requirement. (For information about changing an item group,
see the section Changing item type.)

2. The controller requires that the balance be moved from the Raw material ledger account to the
Finish good ledger account. The controller requirement originates from the requirement that
the controller wants to reconcile the inventory and the general ledger based on the aggregated
level for the Raw material and Finish good.

a. A General journal is created, and the Raw material and Finish good ledger accounts
are selected. The amount entered in the Raw materials and Finish good ledger account
is equal to the inventory balance that should be moved.

i. Ensure that both ledger accounts allow direct postings from financial journals,
and ensure that the Locked in journal check box is clear. We recommend
that you select the Locked in journal check box after completing the
procedure described here..

ii. Ensure that the Ledger journal posting type is valid for posting on both ledger
accounts.

Note: In Microsoft Dynamics AX 2009, the posting of an inventory transaction and subsequent
postings in the general ledger are stored in the InventTransPosting table. When an inventory
transaction status changes from physical (Packing slip) to financial (Invoice updated), the application
reverses the ledger transactions posted at the physical stage. This action is performed by looking the
actual record in the InventTransPosting table and not by looking at the current posting profile
settings. As a direct consequence of this behavior, we do not recommend changing the item type
when inventory transactions in a physical stage exist on the item.

Changing the item type on an ItemID from Item or BOM to Service or from Service to Item or BOM
will directly affect the application. The change can have significant effects on the inventory and the
general ledger value, such as incorrect cost and inventory on-hand value.

In general, we do not recommend changing the item type on an ItemID from Item or BOM to Service
or from Service to Item or BOM because the consequences on the inventory and the general ledger
cost and inventory values can be significant.

Instead, we recommend creating a new item with the new item type and then posting an opening
balance on this item.

A service item which has been set up to be expensed, would not have an on-hand quantity (that is, no
record exists in the InventSum table) because the cost is expensed in the profit and loss at the time
of purchase. When issuing a quantity of the item in an event, such as a sales order, no cost of goods
sold (COGS) will be posted because the item is expensed, and only sales revenue will be recognized.

Inventory events such as purchase and sales orders involving a service item will generate records in
the InventTrans table.

Example: A raw material is expensed at the time of purchase and capitalized through indirect cost.
Based on new machinery with better processing techniques, the consumption of the raw material can
now be quantified per manufactured piece.
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e Purchase order 1 (Pol) is posted with a quantity of 1 and unit price of USD 10.00 on site S1,
warehouse A

e Purchase order 2 (Po2) is posted with a quantity of 1 and unit price of USD 12.00 on site S1,
warehouse A

e Sales order 1 (So1l) is posted with a quantity of 1 and unit price of USD 55.00 on site S1,
warehouse A

IC

3112

1@10 1@12

A
T Pol Po2

LSol

1@0

Diagram 16 Posting Sequence

Eﬂ Transactions on item (1 - cph) - Re';erence: Plirc‘hase hrdE-r, 00071_049, Item number: 01112 ‘M‘

File Edit Tools Command Help

B B RV Y | edd b @A O

Overview | General | Update | Ledger | Reference | Other | Dimension|
Site Warehouse Physical date ~ Financial date Reference Number Receipt  Issue Quantity Costamount  *
S1 A 22-12-2008 22-12-2008 Purchase order  00070_049 Purchased 100 10,00 L
S1 A 22-12-2008 22-12-2008 Sales order 00045_036 Sold -1,00 T
| 51 A 22-12-2008 22-12-2008 Purchase order 00071_049 Purchased 1,00 12,00 Configuration details
Identify the site EUR cph usr 22-12-2008 1411 2 8 ‘
| —

Because the service item is set up as recommended in this white paper, no record in the InventSum
table exists.

[« Table browser: InventSum (1 - €ph) e —— E‘m
Itemld PostedQty PostedValue Deducted Received ReservPhysical ReservOrdered OnOrder Ordered Quotationlssue QuotationReceiy
01112 - - - - - - - - - -

This grid is empty.

< 1l »

SELECT * FROM InventSum )

Show fields
@) Al fields

(©) Autoreport
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H On-hand (1 - cph) - Closed: No, Item number: 01112, Item number: 01112, No Record ==

File Edit Tools Command Help
BB ¥FNRVYY ewdrw B A|

Quantity adjustment

Site  Physical inventory Physical reserved  Available physical Ordered intotal Onorder Ordered reserved Total available Net requirements =
This grid is empty. L
Intercompany on-hand

-

|Average EUR cph usr 22-12-2008 1427 2 8

The chart of accounts holds the current balances.

The Light Company
Financial statement

Current value 1/1/2008 -

Account Name 12/31/2008
Balance
01 Raw materal 0
02 Finizh Goaods 0
Total Inverr Total Inventory 0
04 WIP Material 0
0s WP Labor i
08 WIP Crverhead 0
Tatal WIP 0
03 Customer debt 45
04 Deferred Customer 0
Liahilites
010 Accrued Purchase 0
01 “endar debt =22
L
023 Revenue -85
020 CoGs 0
021 Absorb Labar 0
022 Absorh Overhead 0
024 Expense Manufactuing 22
025 Expense Outsource 0
0N Irventory loss 0
032 Inventory Profit 0

Scenario 1: Inventory close prior to changing the item type
The user runs an inventory close prior to change the item type.

This scenario is included in order to show the consequences of changing the item type in an
inappropriate sequence. The workflow that is described in this scenario is not a recommended
practice.

In this scenario, only one fiscal period is considered. The results would be the same if multiple fiscal
periods have been closed previously.

e The result of the inventory close is that all relevant records in the InventTrans table will be
settling against themselves.

41

COST MANAGEMENT IN MICROSOFT DYNAMICS AX 2009




File Edit Tools Command Help
o B8 FEY YT | e w4

b B oA

0ven.'iew| General |Update| Ledger | Reference | Other |Dimension|

Inventory

Identification

Ttem number: 01112
Reference
Reference: Purchase order

Number: 00071_049

Account number: 3000

Inventory number:
Project:

Fixed asset number:
Value model:

Probability % 0

Inventory reference: b4

Inventory
Lot ID:

Reference lot:

- Dimension No.

Posting
Receipt status:
Issue status:

Value open:

Quantity:

Expected date:

Inventory date:

Delivery

00352_059

00209_060

Purchased -

No -

1,00

22-12-2008

Ledger

Functions

Configuration details

m

[53] settlements (1 - cph) - Item number: 01112, 00352 059,

Reference: 5637153507 v

=

:

File Edit Tools Command Help
BB F RV Y| e wd

Overview |Genera| | Ledger | Dimension|

b BAB

Date Voucher  Transaction
i 31-12-2008 :10032_0..‘ 00955_065

Principle Settled quantity Amount settled  Adjustment Canceled = e
Service item settlement 1,00 12,00 -

Ledger 4

Posting date used when updating
=

EUR cph usr 29-12-2008 15:09 & B

Changing the item type to Item will result in a system update.

A record in the InventSum table is created. The balance is created by looping over all records in the
InventTrans table and by calculating the sum. In the example, this results in an on-hand quantity of

1.00 with a cost equal to USD 22.00.
Remember that the issue holds a cost equal to USD 0.00.

— :
7 Tabe rowser Iventum (1~ ot VT N ——— =la] &)
Ttemld PostedQty PostedValue Deducted Received ReservPhysical ReservOrdered OnOrder Ordered Quotationlssue QuotationReceipt InventDimld Closed Registered Picked AvailOrdered AvailPhysical Phys|
"01112" - - - - - - - - - - - - - - - -
01112 1,00 22,00 00209_060 [ 1,00 1,00
SELECT * FROM InventSum @
Show fields
@ All fields
(©) Autoreport

The item now has an InventSum and is considered part of the inventory value.
and its balance will be included in the physical inventory reports.

For example, the item

The Liaht Company

Physical inventory by item group

As on :31-12-2008

Degucted Received On-hang Financis value Physical Physical ualue (not posted) nventory vaie ___ Known
1,00 1,00 22,00 22,00
100 100 2200 2200
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In this example, the general ledger and ledger accounts representing the inventory value have not
been updated, which will lead to reconciliation issues between Inventory management and the general
ledger.

A correction of the balances on involved ledger accounts in the chart of account could be posted in a
General journal.

Note: We do not recommend posting adjustments directly on ledger accounts that relate to the
Inventory management module, because these will lead to imbalances between inventory and the
general ledger.

Balance sheet
Asset
Account Name Account type Amount Correction
Raw material Balance 22
Finish Goods Balance
Total inventory Total
WIP material Balance
WIP Labor Balance
WIP Overhead Balance
Total WIP Total
Customer debt Balance 55
Deferred Customer Balance
Inter Sales Balance
Liabilities
Accrued Purchase Balance
Vendor debt Balance -22
Inter Purchase Balance
Profit & Loss
COGS P/L
Purchase price variance P/L
Production variances P/L
Cost change variance P/L
Revaluation of STD P/L
Rounding variance P/L
Absorb Labor P/L
Absorb Overhead P/L
Inventory profit P/L
Inventory Loss P/L
Expensed items (Service) P/L 22 -22
Revenue P/L -55

The application is stocked in an inappropriate state. The InventSum has a record that holds a quantity
of 1.00 and a value of USD 22.00, but all related InventTrans records are closed. The InventSum
balance that relates to the item type change will never be included in cost calculation because the
Inventory Close job cannot find any open InventTrans records.

Scenario 2: The on-hand quantity is reduced to 0 (zero)
We recommend the workflow process that is described in this scenario for changing the item type.
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A
Pre-Item type change period Transition Period Post-Item change
Original Item type (Service) Original Item type (Service) Period
New Item type (Item)
£

Last required
IC. With
current Transition Transition
settings Start End
6/31/2008 7/1/2008 7/11/2008 7/12/2008

2: Ensure all

InventTrans

are financial
updated

3: Post
inventory
offset Journal

sdajs agueyd adAy way| Arojuanu|

4: Run
Inventory
Close

6

6: Post
Inventory
journal

Diagram 17 Change Item Type

Key to Diagram17

Step 1: The previous fiscal period or fiscal year is closed with the current item type. This action
ensures a consistent accounting principle for the previous fiscal period or fiscal year.

Step 2: Ensure that all transactions are financially updated.

¥ Transactions (1 - dat) - Financial date: , No Record [=] B3
Fle Edt Toos Command Help

DEX AR ITHEZR eaderm DA @

owerview | General | Update | Ledger | Gther | Dimension | Inventory b

[_tem number | warehouse | site | quantity | Physical cost amount | Financial cost amaunt | Financial date | adjustment | Ledger »

hd il S hd i hd hd hd Functions

This grid is empty.

|Date of finandal transaction [ [EUR [dat just [1/z8fz00 (22 & 4

Tip: Review the Financial Date field, and search for blank dates.

Step 3: Post a journal that offset the quantity on-hand.

An inventory journal is posted to ensure that the on-hand quantity and inventory value reach 0 (zero).
The Inventory journal could be of the type movement.

Note: It is important that the Inventory journal brings both the on-hand quantity and inventory value
to 0 (zero). If either quantity or value exists, an open InventSum record will be created when
changing the item type. If an open InventSum record is created during the process of changing the
item type, an imbalance between inventory and the general ledger will occur.
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Microsoft Dynamics AX 2009 does not keep track of the inventory on-hand quantity on a service item
(that is, quantity is not registered for a service item in the InventSum table).

a@g

Ei] Transactions on item (1 - cph) - Reference: Purchase erder, 00074_049, Item number: 01113

File Edit Tools Command Help

%YV TV (e«d pbws BAO
Overview ‘General | Update | Ledger | Reference | Other | Dimensiun|
i Site  Warehouse Physical date + Financial date Reference Number Receipt Issue Quantity Cost amount
Il S1 A 30-12-2008 30-12-2008 Purchase order 00073_049 Purchased 1,00 10,00
S1 A 30-12-2008 30-12-2008  Sales order 00047_036 Sold -1,00
S1 ] A 30-12-2008 30-12-2008 Purchase order (00074_049 Purchased 1,00 12,00 Configuration details
il
| Identify the site EUR cph usr 30-12-2008 11:59 & @

A suggestion to check the on-hand quantity of a service item could be to copy the InventTrans records
to Microsoft Office Excel and to create a sum on field quantity and cost amount. Service items will be
settled against themselves, so you do not have to manually perform these settlements.

Site  Warehouse Physical date Financial date Reference Number Receipt Issue Quantity Costamount Item number
S1 A 30-12-2008 30-12-2008 Purchase order 00073_049 Purchased 1 10 1113
S1 A 30-12-2008 30-12-2008 Sales order 00047_036 Sold -1 1113
S1 A 30-12-2008 30-12-2008 Purchase order 00074_049 Purchased 1 12 1113
Total 1 22
E;] Journal lines, Inventory (1 - cph) - Journal: 000005_061, 1,0000000000, Journal: 000005_061 @m

File Edit Tools Command Help
AE SPE8 ¥ A

Overview | General | Dimension

Date Item number Configuration Size Color Site Warehouse Batch number Location
130-12-20.. | 01113 S1 A

e 4 b s BA O

»

Validate M

PalletID Serial number Quantity Cost price Costamount Offsetaccount L. #

-1,00 22,00 -22,00 80320 -

Post

Log

Transaction date applying to the journal line.

EUR cph usr 30-12-2008 1243 2 8

= Ehg

Eﬂ Transactions on item (1 - cph) - Reference: Transaction, 000005_061, Item number: 01113

File Edit Tools Command Help

W d bk P

" LS

Overview |Genera| | Updatel Ledger | Reference | Other | Dimension‘

N
Site  Warehouse Physical date + Financial date Reference Number Receipt Issue Quantity Costamount  *
S1 A 30-12-2008 30-12-2008 Purchase order 00073_049 Purchased 1,00 10,00
51 A 30-12-2008 30-12-2008 Sales order 00047_036 Sold -1,00 3
S1 A 30-12-2008 30-12-2008  Purchase order 00074_049 Purchased 100 ‘ 12,00 Configuration details
S1 A 30-12-2008 30-12-2008  Transaction 000005_061 Sold -1,00 -22,00 i

Quantity attached to the transaction EUR cph usr 30-12-2008 12:42 8 38
-
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The Light Company
Financial statement

Current value 1/1/2008 -

Account Name 12/31/2008
Balance
01 Raw material 0
02 Finish Goods 0
Total Inven Total Iventory 0
04 WIP Material 0
05 WP Labor 0
06 WIP Crverhead 0
Tatal WIP i
0a Customer debt a5
04 Deferred Customer 0
Liahilites
010 Accrued Purchase 0
011 “endor debt =22
L
023 Revenue -85
020 CoGs i
021 Abszorb Labar 0
022 Abszorh Overhead 0
024 Expense Manufactuing 22
0256 Expense Cutsource 0
031 Inventory loss 0
032 Inventory Profit 0

Step 4: An inventory close is run to ensure that all InventTrans records are closed.

@ Transactions on item (1 - cph) - Reference: Transaction, 000005_061, Item number: 01113 ‘Ml

File Edit Tools Command Help
ARE: B E FRETVY ew@d b @A

Overview ‘General | Update | Ledger | Reference | Other | Dimenslon‘
Site  Warehouse Physical date Financial date Reference Number Receipt  Issue Quantity Costamount Value open
S1 A 30-12-2008 30-12-2008 Purchase order  00073_049 Purchased 1,00 10,00 No
ST A 30-12-2008 30-12-2008 Sales order 00047_036 Sold -1,00 No
S1 A 30-12-2008 30-12-2008 Purchase order  00074_049 Purchased 1,00 12,00 No Configuration details
S1 A 30-12-2008 30-12-2008 Transaction 000005_061 Sold -1,00 -22,00 No
[5J settlements (1 - cph) - Item number: 01113, 00363 059, Reference: 5637153762 b | B e

File Edit Tools Command Help
AEY SPSB ¥FRVY|ewd b B Al

Overview |Genera| | Ledger | Dimension
I Date Voucher  Transaction Principle Settled quantity Amountsettled Adjustment Canceled =« Jis |
| 31 10036.0.. 01009.065 Service item settle.. -100 -22,00 [ =
[t - K [Eea
| Posting date used when updating EUR cph usr 30-12-2008 1247 2 8
”Shows all settlement transactions attached to the transaction. EUR cph usr 30-12-2008 1247 & 8

Step 5: The item type is changed to Item.

Note: When changing the item type, you will often have to change the inventory model group so that
the item will behave as an inventory item. The ledger integration settings might also have to be
changed on the current item group, or the item will have to change item group.

An InventSum record with status Closed is created. This means the item holds no value in either
quantity or cost.
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[ Table browser: InventSum (1 - cph) " - . — - li‘ﬂ‘g

Itemld PostedQty PostedValue Deducted Received ReservPhysical ReservOrdered OnOrder Ordered Quotationlssue QuotationReceipt InventDimld Closed Registered Picked AvailOrdered AvailPhy|

01113 | 00209_060
|
< u 3
SELECT ¥ FRCM InventSum @
Show fields
@) Al fields
i (©) Autoreport

Step 6: The inventory is currently holding on-hand and cost equal to 0 (zero). This should be
corrected by posting an inventory journal so that the quantity can be capitalized into the inventory.

=gl Journal lines, Inventory (1 - cph) - Journal: 000019_061, New Record O A Ay - - L @E‘ﬂl

file Edit Tools Command Help
%“V Y| e« rwe R A

Date Item number Configuration Size Color Site Warehouse Batch number Location PalletlD Serial number Quantity Costprice Costamount Offsetaccount L. Post
* 30-12-20. 01113 S1 A 1,00 1200 12,00 | 80320 -
Log
Ledger offset account to be used in connection with movements EUR cph usr 30-12-2008 1257 & 3

The InventSum record shows a correct balance for quantity and cost, and the record is open.

[ Table browser: InventSum (1 - cph) li‘@
Itemld PostedQty PostedValue Deducted Received ReservPhysical ReservOrdered OnOrder Ordered Quotationlssue QuotationReceipt InventDimld Closed Registered Picked AvailOrdered AvailPt =
“01113" - - - - - - - - - - - - - - - - E
01113 100 12,00 00209_060 D 1,00

<[ [ »
SELECT * FROM Inventsun D)
Show fields
(© All fields
() Autoreport

The inventory physical reports will print the correct result, and the InventTrans records will also be
correctly considered by future executions of the Inventory close process.

The Light Company

Physical inventory by item group

As on : 01-01-2008

Group tem number ttem name Financial quanti Deducted Received On-hand Financial value Physical value (posted) Physical value (not posted) Inventory value

+ Lomos 1 = fem 1,00 1,00 12,00 1200 |
tem group 100 100 12.00 1200 _|
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The Light Company
Financial statement

Current walue 1/1/2008 -
| Account Mame 1243172008
Ealance
01 Raw material 12
02 Finish Goads 0
Taotal Inven Total Inventary 12
04 WP Material 0
05 WIP Labor 1]
08 WIP Overhead 1]
Tatal WP 1]
0g Customer debt 55
ng Deferred Customer 1}
Lizhilites

Accrued Purchase 1]
011 Wendor debt -22
FiL
1023 Revenue -5
020 CoGSs
021 Ahsorb Labor
022 Ahsorb Overhead
024 Expense Manufactuing 1
025 Expense Outsource
031 Inventory loss
032 Inventory Profit

Note: You should not delete the Inventory close job run as part of the item type change because
deleting this job will have a negative result on the postings that were made in the general ledger. If
the Inventory close job is deleted, the inventory on-hand quantity will, in some cases, still provide
correct results, but the ledger accounts that represent inventory in the chart of accounts will contain
incorrect values, and future reconciliations of the inventory and the general ledger will become very
difficult, if not outright impossible.

Change an item group

Microsoft Dynamics AX 2009 enables you to change the item group on a cost object at any given time.
Depending on the configuration of the application, changing an item group may result in no
consequences or many consequences. The characteristics of the consequences will all relate to
specifics about the reconciliation of inventory and the general ledger.

When posting a cost event in Microsoft Dynamics AX 2009, the specific ledger accounts that represent
the cost event in the ledger will be saved in the InventTransPosting table. This record is saved for
multiple reasons; for instance, if adjustments have to be posted on the InventTrans table by the
Inventory Close job, or when reversing physical postings when financially updating the inventory.

GenerallLedger

Diagram 18 Posting sequence

Changing the item group will not trigger the application to update the records in the
InventTransPosting table that are associated with open records in the InventTrans table. As a
consequence, changing the item group should only take place in cases where all InventTrans records
are financially updated and closed.

Example: Changing an item group

An item is moved from its current item group into a new item group. In the future, this item is
expected to become a portfolio of items and a new business segment for the company or organization.
The new item group will have its own representation in the general ledger enabling review and
tracking of the new item group’s development.
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Item

1@10 (1@14)

P1 P2

Diagram 19 Posting sequence

The item has two purchase orders posted against it.
Purchase order 1 (P1) is posted with a quantity of 1 and unit price of USD 10.00 on site: S1,

warehouse: GW

Purchase order 2 (P2) is posted with a quantity of 1 and estimated unit price of USD 14.00 on

site: S1, warehouse: GW

mnansactions on item (1 - dat) - Reference: Purchase order, 00043_049, Item number: &

File Edit Tools ©Command Help

DEX ™R |7

2ANX XX TR

Overview IGeneraI I Update I Ledger | Reference I Other I Dimension I

| Sitel Warehousel Physical date | Financial date | Reference Mumber Receipt

g s wors v e ||
7 R ed

Issue | Quankik: Costamountl

Ledger 3 |

Purchase order 0D

Functions 3
Configuration detals

Shaw related transactions in the inventory,

The Light Company
Physical inventory by item group

EUR [dat [usr [ri1tjeooe (8 3

As on: 7/1172008

Group ltem number ltem name Financial quantity Deducted Recaived On-hand Financial value Physical value (aosted) Physical valus (not posted) Inventory value
* Rawhiat A A 1.00 1.00 2.00 10,00 14.00 24.00
fterngroup : Rawtial 1.00 1.00 200 10.00 14.00 24.00
Total account (099) 24.00 Total posted inventory 24.00
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The Light Company
Financial statement

Current value 1/1/2008 -

Accaount Name 12713172008
Balance
01 Fawi material 24
02 Finish Goods a
Total Invenr Total Inventaory 24
04 WIP Material a
05 WIP Labar i
06 WIP Overhead a
Tatal WIP i
ng Custamer deht a
e} Deferred Customer a
Lizhilites
a0 Accrued Purchase -14
a1 Yendor debt -10
PiL
] Fevenue a
nz0 COGS 1]
021 Absarb Labor a
nzz2 Absarb Overhead a
024 Expense Manufactuing 0
025 Expense Qutsource 0
031 Inventory loss 0
03z Inventory Profit 1]

The new item group is created with all of the specific ledger accounts, and the item is placed in the

new item group.

The Light Company

Physical inventory by item group

As on: 7/11/2008

Group Item number tern name Financial quantity Deducted Received On-hand Financial value Physical value (posted) Physical value (not posted) Inventary value
* MewSeq A A 1.00 100 2.00 10.00 14.00 2400
temgroup : MewSes 1.00 1.00 2.00 10.00 14.00 24.00
Total account (099) 24.00 Total pasted inventory 24.00
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The Light Company
Financial statement

Current value 1/1/2008 -

Account MNarne 12/3142008
Balance
m Raw material 24
am Mew Segrment a
02 Finish Goods 0
Total Inverr Tatal Inventary 24
04 WIP Material a
[IE] WIP Labar 0
08 WIP Cverhead a
Tatal WP a
na Customer debt a
] Deferred Custamer a
Liahilites
a1n Accrued Purchase -14
011 Vendor debt -10
L
023 Revenue a
0zo COGSs 1]
021 Absorb Labar a
022 Absorb Overhead a
024 Expense Manufactuing 0
025 Expense Qutsource 0
031 Inventary loss 0
032 Inventary Profit a
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The new ledger account "New segment” is added to the financial statement, but the inventory value
was not transferred to the ledger account as a result of the item group change. In order to transfer
the inventory value, a journal must be posted manually in the general ledger.

;'Journal wvoucher (1 - dat) - Journal: Day1, journal number: 000045_003, Posted: No, Journal type: Daily

File Edt Tools Command Help
NHX | =EAR | TETT(eadpnalBAae
2lance I 1okl cebic [ 1ot crocc IS Pos b
Journal: 0.00 Journal: 0.00 Journal: 0.00 Valdate »
Per voucher: I 0.00 Per voucher: 0.00 Per voucher: 0.00
Sales bax

Overview |Ger\eral| Dimension | Invoice | Payment | Payment fes | Fixed assets | Histary |

Period journal >|

Date woucher Account bype | Account | Transaction text Debit | Credit | Offset account bype | Off set account | Use a deposit slip | Reversing entry | Reversing date Furctions P
DAY Ledger 24.00 Ledger 0 H =

Fized assets ¥

Currency: m Department: lﬁ Settlement bype: lh Inquiries  +
— el e e Pk v

Ttem sales kax group: m Purposs: l—;l OFfset account name: IW

Sales kax amaunt: IW ‘Withholding tax group: lﬂ
W Release date: l—ﬁ-

[Enter a posting date for the reversing voucher. EUR [dat [usr [7itfz00s (2 @ 4

Sales kax group:

Corrected sales kax amount:

The Light Cempany
Financial statement

Current value 17172008 -

Account MName 12/31/2008
Balance
Som Raw material 0
oo News Segment 24
02 Finish Goods o
Tatal Inver Total Inventary 24
04 WIF Material o
05 WIP Labor 0
1] WP Crerhead 1]
Total WIP 0
08 Customer debt o
09 Deferred Customer o
Liahilites
010 Accrued Purchase -14
01 Yendar debt -10
=
023 Revenue 0
020 COGS ]
0 Absorb Labar 1]
022 Absorh Overhead 1]
024 Expense Manufactuing o
025 Expense Qutsource 1]
0N Inventory lass o
032 Inventary Profit o

The inventory and the general ledger appear to be balancing, but this is only until the purchase order
P2 is invoice-updated. The P2 purchase order is invoice-updated with a cost of USD 12.00.

1e Light Company
‘hysical inventory by item group

s on: 7/11/2008

Group liem number ltemname Financial quantity Deducted Recelved On-hand Financial value Physical value (posted) Physical value (not posted) Inventory value
NewSer A & 2.00 2.00 22.00 22.00
mgroup : LewSen 2.00 200 22.00 22.00
stal account (095 2200 Total posted inventory 22.00
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The Light Company
Financial statement

Current walue 1/1/2008 -

Account MName 12/31/2008
Balance
o Raw material -14
Qo1 Mew Segment 36
0z Finish Goods a
Total Invenr Total Inventary 22
04 WIP Material a
0s WIF Lahar i
06 WIP Overhead a
Tatal WIP i
04 Customer debt a
09 Deferred Custamer a
Liahilites
o10 Accrued Purchase a
o1 Vendor debt =22
FiL
023 Revenue a
020 CaGs i
o Abszorb Labor a
022 Absorb Overhead a
024 Expense Manufactuing a
025 Expense Cutsource 0
03 Inventory loss 0
03z Inventary Profit 0

The general ledger is not in balance with the inventory. This situation will continue until all
transactions on the item are financially updated.

Recommended solution

Note: The recommended solution described in this section does not apply to situations where there
are miscellaneous charges posted that affect the inventory item after the item group has been
changed successfully. These miscellaneous charges will still be posted based on the record in the
InventTransPostings table that was originally recorded in relation to the record in the InventTrans
table.
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Pre-Item group change period Transition Period Post-Item group
Original tem group Original Item group Period
New Item type (item)
3
-
3
[
Last required
IC. With
current Transition Transition
settings Start End
6/31/2008 7/1/2008 7/152008 7/16/2008
>
1:Run -
inventory
S Close
3 2:Ensure all
® InventTrans
2 Create new are financial
-]
o ftem group updated
F
o
® 3: Post
z inventory
o offset Journal
°
w
4: Run
Inventory
v Close
5: Change
Item group

6: Post
Inventory
journal

Diagram 20 Change item group

Note: Steps 3, 4, and 6, which are listed in the following paragraphs, are used to move the inventory
balance in the general ledger. If there are positive inventory on-hand quantities and value, steps 3, 4,
and 6 can be skipped, and you would then have to manually post the movement of the balance in a
finance journal.

m Transactions {1 - dat) - Reference: Purchase order, 00049_049, Item number: a, Financial cost amount: 0,00

File Edit Tools Command Help

DEX (=R | TR (leaap®SPAa@]

Overvisw |General | Update | Ledger | Cther | Dimenswonl Inventary »

Itemn numberl Warehousel SiteI Quarkit | Physical cost amountl Financial cost amount | Financial datel Ad]ustmentl Ledger »

- - - - " - - - "
Functions »

14.00

[[dentify icem. [EUR [dat jusr [7riajzoos (& 3@ 4

In this example, the purchase order P2 is only physical updated as of July 11, 2008, which directly
implies that the item is not in a stage where the item group can be changed

On July 15, 2008, the invoice of USD 12.00 is received and posted for purchase order P2.
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mnansactiuns {1 - dat} - Item number: a, Financial date: , No Record

File Edit Tools Command Help

DEX =R | TETE(eaarn A

Owerview |Genara| I Update | Ledger I Ckher | Dimension |

- - - - -

| Item number | ‘Warehouse | Sike | Cuankit: | FPhysical cost amount | Financial cost amounk | Financial date | Adjustment I
a

- -

This grid is empty,

Inventary ¥

Ledger ¥ -

Functions ¥

|Identlfy item,

Step 3: Post the offset journal.

[eur [dat usr [rizone (2 8 4t

m Journal lines, Inventory (1 - dat) - Journal: 000011_061, 1,0000000000, Journal: 000011_061

Ele Edit Tools Command Help

DHX mLEF|TEBR(adr B PA @]

Overvien |General I Dimension |

a
Validate |

51 GW 11.00

Cost price | Cost amount | Offset account

- I

Post |

Log

Inventory »| __|

Finrtinns ’I LI

|Ledgar offset account to be used in connection with mavements

[Eur. [dat [usr [pritrzoos (2 3

The physical inventory by item group will report as being empty.

The Light Company
Financial statement

Current value 17172008 -

Account MName 123142008
Balance
01 Raw material 1]
0a1 MNew Segment 0
02 Finish Goods 1]
Total Inven Tatal Inventary i}
04 WP Material 0
05 WWIP Labor o
08 WP Crverhead 1]
Total WIP il
0g Customer deht 0
09 Deferred Customer 0
Lizhilites
Accrued Purchase 1]
o011 vendor debt -22
PiL
023 Revenue 0
020 COGS a
021 Absorb Labor 0
022 Absorb Overhead 1]
024 Expense Manufactuing i}
028 Expense Outsource 0
031 Inventary loss 22
032 Inventary Profit 0

Step 4: Run the inventory close job.
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m_ Closing and adjustment {1 - dat) - Date:
File  Edit

DEHX =GQRFR TEP

Tools  Command  Help

008, 10009_063, Active: Yes

AR X I

Ale|

Ackive T

Cverview |Genera\ | Sesslonl Note: |

Recalculation

Actwel Date =~ | Youcher | Type | Executed

| Cancellation | O‘I Has Iogl

Adjustment >|

Zancellation
Caloylation ¥
Settlements
Log
Ledger (B) »
Print 3

|Functions related ta inventory closing procedure.

[EUR (ot [usr [7risfeo0s (2 @ 4

Step 5: Change the item group of the item.
Step 6: Re-post the inventory on-hand.

Journal lines, Inventory {1 - dat) - Journal: 000012_061, New Record

File Edit Tools Command Help

DHX ®mAR|TEFPT (DD

Overview |General I Dimension I

‘alidate |

Ttem number

Post |

Log)

Invenkory » |

i
Functions » |

Ledger offset account bo be used in connection with movements

The Light Company
Physical inventery by item group

[FUR [dat [usr [7risiznoe (2 8

Ayon . THAZING
sroup Tem number tem name Financial quantity Degucteq Recaig on-nang Financial valug Pnysical value rostedy _ Ahysical value ot pasted) invemory vaiue
* NewSeq ES A .00 200 2200 22,00
Rem group : e seq Z.00 Z00 2200 2200 _
Total account @as) 22,00 Total posted Inveory . 2200
The Light Company
Financial statement
Current value 1/1/2008 -
Account MNamne 12/31/2008
Salance
01 Raw material 1}
om MNew Segment 22
0z Finish Goaods 0
Total Inverr Total Inventory 22
04 WIP Material 0
05 WP Labar ]
06 WIP Overhead 0
Total WIP ]
ke Custormer debt 0
19 Deferred Custamer o
_iahilites
o Accrued Purchase 0
m endar debt -22
AL
123 Revenue 1}
120 COGs o
iy Ahsorb Labor 0
1232 Absorb Overhead 1}
124 Expense Manufactuing 1}
128 Expense Outsource 1}
131 Inventory loss 22
132 Inventory Profit =22
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Note: The information in this white paper also applies if a ledger account is changed within an existing
posting profile.

Note: When reporting back in time, the item will be reported under the new item group and ledger
balances will be shown on the old ledger accounts. This situation occurs because Item group is not a
date-controlled field.

Marking

In Microsoft Dynamics AX 2009, marking behaves as a cost marker, ensuring that the cost of a
specific receipt is brought forward to a specific issue. Marking will set aside any cost flow assumption
(weighted average, FIFO, LIFO) that is set up on the cost object. This behavior is obtained by the
Inventory close job that closes and adjusts marked records in the InventTrans table as its first task.
The second task is to query and to find all unmarked transactions in the InventTrans table and to
settle those according to the cost flow assumption.

Note: Marking has no effect on cost objects valued by the cost method “Standard cost”. Issues will
always take place at the current active cost.

Example: How marking affects cost accounting

e Purchase order 1 (P1) is posted with a quantity of 1 and unit price of USD 10.00.
e Purchase order 2 (P2) is posted with a quantity of 1 and unit price of USD 12.00.
e Sales order 1 (S1) is posted with a quantity of 1 and an estimated unit price of USD 11.00.
e Purchase order 3 (P3) is posted with a quantity of 1 and unit price of USD 14.00.
e Sales order 1 (S1) is posted with a quantity of 1 and an estimated unit price of USD 12.50.

The cost flow assumption that is used in the following example is weighted average.

Without marking:

The inventory close job that is run by the end of February will generate settlements/cost adjustments
for both sales orders.

e Sales order 1 (S1) is posted with a quantity of 1 and unit price of USD 12.00.
e Sales order 1 (S1) is posted with a quantity of 1 and unit price of USD 12.00.

Item Al IC

l1@10 1@12 1@14
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Diagram 21 Without marking

With marking:

e Sales order 1 (S1) is marked against Purchase order 1 (P1).

The inventory close job that is run by the end of February will generate settlements/cost adjustments
for both sales orders.

e Sales order 1 (S1) is posted with a quantity of 1 and unit price of USD 10.00.
e Sales order 1 (S1) is posted with a quantity of 1 and unit price of USD 13.00.

Item Al Ic

28-02

1@10 1@12 1@14 2@26

1@11 1@12,5 2@26
/ N
[ b @05
@1

Diagram 22 With marking

The difference in cost per piece can be significantly affected as seen in Diagrams 21 and 22.

In general, cost objects with a low transaction volume can produce a cost that differentiates
significantly from the cost flow assumption.

Marking can be the main cause for difficulties in understanding the cost of an item or record in the
InventTrans table and thereby the inventory value as a whole, especially in cases where marking is
used unintentionally.

The marking feature is used by a supply chain or any logistical events that affect records in the
InventTrans table and thereby also Cost management. The areas with immediate effect on Cost
management are the following:

e Any sales order that direct generates a purchase order
e Master scheduling

e Manual marking (users can manually mark records in the InventTrans table)

Sales order that directly generates a purchase order

Microsoft Dynamics AX 2009 allows you to create a purchase order directly from a sales order.
(Accounts receivable > Sales Order Details. Click the Functions button, and then click Create
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purchase order.) The application will automatically mark the two created records in the
InventTrans table against each other.

w Transactions on item (1 - cph) - Reference: Sales order, 00049_036, Ttemn number: 01 58 &0 SR S s »

File Edit Tools Command Help
AR BB FEVY ewdprws BaA O

Overview ‘General | Updatel Ledger | Reference | Other | Dimension‘

-

A=

Site  Warehouse Physical date + Financial date Reference Number Receipt Issue Quantity Costamount “ i
51 A Sales order 00049_036 Reserved ordered -1,00 il

S1 A Purchase order  00078_049 Ordered 1,00 L L

Configuration details -

Show related transactions in the inventory. EUR cph usr 09-01-2009 1027 & 8 |

w Marking (1 - cph) - Value open: Yes, Inventory reference:, Packing slip return: No, Lot ID: 00376_059, New Record ‘ﬂ‘

File Edit Tools Command Help
BB FRYY ewdrwaRAlo

Reference  Number Lot ID Quantity Remainder Marked Mark now
Sales order 00049_036 00376_059 1,00 1,00
Mark on
Reference MNumber Lot ID Quantity Remainder Marked Marknow Set mark now |« Reference
Purchase order 00078_049 00377_059 1,00 1,00 H L] o E
Account number: Inventory dimensions: Cost price:
3000 Warehouse=4 Site=51 0,00
Name: Expected date: Physical date: Packing slip: Financial date: Invoice:
Electro-House 09-01-2009
Specify the module that generated the transaction. EUR cph usr 09-01-2009 10:19 2 8

Note: System-generated markings can be deleted, but the consequence is that the relation between
the InventTrans records will be severed, and the cost flow assumption that is set on the cost object
will be used to value the issue transaction.

Master scheduling

Master scheduling in Microsoft Dynamics AX 2009 allows you to use marking when firming planned
orders. You can set the inventory marking policies when firming planned orders in the Update
marking field (Master planning > Setup > Parameters > Standard Update Tab).

There are three inventory marking policies when firming planned orders:

No No inventory marking is performed.

Standard Inventory marking is updated according to the pegging. A requirement order is marked
against a fulfillment order. If some quantity remains on the fulfillment order, it is not
marked.

Extended Both the requirement order and the fulfillment order are marked, regardless of whether
any quantity remains on the fulfillment order.
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Recommended settings, based on company or organization type

Company/Organization type | Recommended setting

MTS (Make To Stock) No

MTO (Make To Order) No*/Standard/Extended
ETO (Engineer To Order) No*/Standard/Extended
ATO (Assembly To Order) No*/Standard/Extended

* Specific cost tracking per order could be obtained by enabling the batch or serial number as a
financial active inventory dimension.

Example: Run master scheduling, Update marking field set to Standard

This example is based on a simple BOM item that consists only of raw materials. Two quantities of raw
material are consumed to produce one finished item.

54 BOM designer (1 - cph) - ltem number: 001.1, BOM i [P e
File Edit Tools Command Help
: B8 FREVYY | ecewdrwaryBAO
Designer |Setup
12-01-2009 U Curent ROM: 222 cdff <1 QN artive raita vercinn sxicte
1;_’]” -2 Item number: 001.1 Ope.. Priority  Name Next
ﬁ 001 / Raw material / 2,0 / Pcs|
Edit
% -
Delete Item number  Search name Itemgroup T. =
001 Rawmaterial Parts & —
=) 0011 BOM Lamps =&
Check 01 01 Lamps ] I
& [
BOM version Item number / Name / Quantity / Unit
Identify the site EUR cph usr 12-01-2009 1609 2 @

A sales order of 50 items is recorded by the sales department, and a master scheduling job is run to
cover future requirements.

w Planned orgers (1 - eph) - Item number: 001, 00117_079, Directly derived: No, Reference: Planned purchase orders, Number: 00117_079, Plan: MP-1 ‘ﬂl

File Edit Tools Command Help

(h® SR B(FRTY eddriws BAO

Overview ‘General | Setup |Az:tion | Futures | Log | Filter | BOM he
Marking R Item number Warehouse Site Orderdate Deliverydate Requested date Req.quantity Unit Vendor Actiondate Actionqu.. Futuresd.. =l Route
1 i oot GW S1 13-01-2009 13-01-2009 10000 Pcs 3000 4= E
D g‘ 0011 A S1  13-01-2008 13-01-2009 50,00 Pcs - =
— ol Al
Item name: Raw material Reference: Planned purchase orders ~  Purchase quantity: 100,00 i

Vendor: Electro-House Number: 00117_079 Purchase unit: Pcs -
Status: Unprocessed ~ From warehouse:
Pegging L

Gantt e
Mark planned orders to be firmed EUR cph usr 13-01-2009 10:50 & @

Master scheduling generates two planned orders. Firming the planned orders will generate the actual
purchase and production orders and also create markings according to the parameter setting in the
Update marking field.
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On the BOM item:

s Transactions on item (1 - cph) - Reference: Sales order, 00052_036, ltem number: 001.1

File Edit Tools Command Help
A0

B8 ¥TRYY

[CIRTIR I )

Overview | General | Update | Ledger | Reference | Other | Dimension|

Site  Warehouse Physical date * Financial date Reference Number Receipt  Issue Quantity Cost amount 2 Ledger N
S1 Sales order 00052 036 Reserved ordered -50,00 =
s Poducion 018,074 Ordered 5000 !

1

Confi details |~

Show related transactions in the inventory,

EUR cph usr 12-01-2009 1637 & @

— T T
Ei] Marking (1 - cph) - Value open: Yes, Inventory reference: , Packing slip return: No, Lot ID: 00398_059, New Record
.

o5

File Edit Tools Command Help

Reference  Number Lot ID Quantity Remainder Marked Mark now
Sales order 00052_036 003398_059 50,00 50,00
| Markon
Reference Number LotID Quantity Remainder Marked Marknow Set mark now ol Reference
Production 0018_074 00399_059 50,00 50,00 o«
Account number: Inventory dimensions: Cost price:
Site=S1 0,00
Name: Expected date: Physical date: Packing slip: Financial date: Invoice:
13-01-2009

On the raw materials:

Specify the module that generated the transaction. EUR cph wsr 12-01-2009 16:37 & 8@ I

Ei] Transactions on item (1 - ¢ph) - Reference: Purchase order, 00083_049, Item number: 001

o Ely

File Edit Tools Command Help
= I A 4

& < 4

baA o

b b B

Overview ‘Gel\eral | Update | Ledger | Reference | Other | Dimemion‘

Inventory

Site  Warehouse Physical date < Financial date Reference Number Receipt
S1 Production line = 0018 074
S1 Purchase order 00083_049 Ordered

Issue
Reserved ordered

Quantity Cost amount
-100,00
100,00 ¢

Ledger

Functions

mn

Configuration details ad

Quantity attached to the transaction

EUR cph usr 12-01-2009 1638 & 8
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@ Marking (1 - cph) - Value open: Yes, Inventory reference: , Packing slip return: No, Lot ID: 00400_059, New Record l E@g
Edit Tools Command Help
Reference Number LotID Quantity Remainder Marked Mark now
Production line  0018_074 00400_059 100,00 100,00
Mark on |
'
|| Reference Number Lot ID Quantity Remainder Marked Marknow Set mark now Reference
| Purchase order 00083_049 00401 _059 100,00 100,00 = v I
Account number: Inventory dimensions: Cost price:
3000 Site=S1 0,00
Name: Expected date: Physical date: Packing slip: Financial date: Invoice:
Electro-House 13-01-2009
sonly
Specify the module that generated the transaction EUR cph usr 12-01-2009 1639 & &

The purchase order is invoice-updated with a cost of USD 10.00 per item.

Ei] Transactions on item (1 - ¢pl

Reference:

File Edit Tools Command Help

W 4 bW @A O
Overview ‘Genﬁral | Updatel Ledger | Reference | Other | Dimemi0n|
| Site  Warehouse Physical date Financial date Reference Number Rec.. = Issue Quantity Cost amount
| S1 GW 13-01-2009 13-01-2009 Purchase order = 00084_049 Purchased 100,00 1.000,00
S1 oW Production line 0019_074 Reserved physical -100,00
Configuration details
Identify the site EUR cph usr 13-01-2009 10:57 & 8
= ==

The production order is ended.

SO
Ei] Transactions on item (1 - cph) - Reference: Sales order, 00052_0386, Value open: Yes, Item number: 001.1

:

L)

File Edit Tools

Command Help

4 4 b o B A O
Overview |Genera| | Updatel Ledger | Reference | Other | Dimensi9n|
| Site  Warehouse Physical date Financial date Reference Number Rec.. = Issue Quantity Cost amount it
S1 A 13-01-2009 13-01-2009 Production  0019_074 Purchased 50,00 1.000,00
S1 A Sales order : 00052_036 Reserved physical -50,00
Configuration details
Order number, project number, production number, etc. EUR cph usr 13-01-2009 1101 8 8
= == = = ==

- — T W T
Ei] Transactions on item (1 - ¢ph) - Reference: Production line, 0019_074, Value open: Yes, Item number: 001

File Edit Tools Command Help

& 4 b b5 B A B
Overview |Genera| | Update | Ledger | Reference | Other | Dimension‘
Site  Warehouse Physical date Financial date Reference Number Rec.. = Issue Quantity Cost amount
13-01-2009 13-01-2009 Purchase order 00084_049 Purchased 100,00 1.000,00

13-01-2009 13-01-2009  Production line 0019 074 Sold -100,00 -1.000,00

= Configuration details

Identify the site EUR cph wsr 13-01-2009 1102 & 8

S — — w—
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The sales order is invoice-updated.

Ei] Transactions on item (1 - cph);REfeEence: Sales order, 00052_036, Value open: Yes, Item number: 001.1 5@—

File Edit Tools Command Help

I W 4 b W= WA O
Overview |Genera| | Update | Ledger | Reference | Other | Dimension|
Site  Warehouse Physical date Financial date Reference Number Rec.. ~ Issue Quantity Costamount  *
| S1 A 13-01-2009 13-01-2009 Production  0019_074 Purchased 50,00 1.000,00
|| s1 (A 13-01-2009 13-01-2009 Sales order 00052_036 Sold -50,00 -1.000,00
Configuration details
Identify the site EUR cph usr 13-01-2009 1104 2 3

A second purchase order on item 001 with quantity 100 is invoice-updated with a cost of USD 12.00 per

item.

—
Ei] Transactions on item (1 - cph) - Reference: Production line, 0019_074, Value open: Yes, Item

File Edit Tools Command Help

BB ¥ NV Y | e w4 ua e

L ]

Overview ‘General | Update | Ledger | Reference | Other | Dimension
Site Warehouse Physical date Financial date Reference Number Rec.. =+ Issue Quantity Cost amount o
| S1  GW 13-01-2009 13-01-2009  Purchase order 00084_049 Purchased 100,00 1.000,00
S1 GW 13-01-2009 13-01-2009  Purchase order  00085_049 Purchased 100,00 1.200,00
| 51 1 Gw 13-01-2009 13-01-2009  Production line  0019_074 Sold -100,00 -1.000,00 Configuration details
-
| Identify the site EUR cph wsr 13-01-2009 11:08 &2 B8
=

The inventory is closed as of January 31, 2009.

[Ei] Transactions on item (1 - cph) - Reference: Production line, 0019_074, Physical date: 13-01-2009, Item number: 001
- - . ~ ety Rk e el

E

=ano]

File Edit Tools Command Help

1 W 4 b b B A @
Overview |Genera| | Update | Ledger | Reference | Other | Dimension
Site  Warehouse Physical date * Financial date Reference Number Receipt  Issue Quantity Cost amount m |
S1 GW 13-01-2009 13-01-2009  Purchase order 00085_049 Purchased 100,00 1.200,00 L |
51 GW 13-01-2009 13-01-2009  Purchase order 00084 049 Purchased 100,00 1.000,00 1
S1 GW 13-01-2009 3-01-2009  Production line 0019 074 Sold -100,00 -1.000,00 Configuration details |
I
Date of physical transaction EUR cph usr 13-01-2009 11:11 & @
— - = — —
@ Transactions on item (1 - cph) - Reference: Production, 0019_074, Financial date: 13-01-2009, ltem number: 001.1

File Edit Tools Command Help
=N N7 R

hRE? & o 4 g a0

L )

Overview |Genera| | Update | Ledger | Reference | Other | Dimension

Inventory

Site  Warehouse Physical date =+ Financial date Reference Number Receipt Issue
S1 A 13-01-2009 13-01-2009 Sales order 00052_036 Sold -50,00
S1 A 13-01-2009 113-01-2009 Production 0019_074 Purchased 50,00

Quantity Cost amount i

Ledger

-1.000,00 B

1.000,00 Functions

Configuration details

I

Date of financial transaction

EUR cph usr 13-01-2009 11:18 & @
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The outflow transaction in the InventTrans table that is related to the production order is not getting
adjusted by the Inventory close job to reflect the cost flow assumption that is set in the item through
the Inventory model group. In this case, the raw material was set to use the weighted average cost flow
assumption.

The direct consequences are that the inventory value on the raw materials is not valued by the cost flow
assumption. This has a direct effect on the cost of the produced item, which again has a direct effect on
the COGS and thereby also on the margin that is posted in Profit and Loss section of the general ledger.

If the value in the Update marking field is set to “No”, this same example will lead to a very different
result.

l?ﬁ"“ Transactions on item (1 - cph} - Reference: Weighted average inventory closing, , ltem number: 001 &M

File Edit Tools Command Help

BB %NS Y| eddbwas @Ba e

Overview ‘Genelal | Updatel Ledger | Reference| Other | Dimenslun‘
Site  Warehouse Physical date + Financial date Reference Number Receipt Issue Quantity Costamount *
S1 | Gw 13-01-2009 13-01-2009 Production line 0019074 Sold -100,00 -1.100,00 I
sl Gw 13-01-2009 13-01-2008  Purchase order 00084_049 Purchased 100,00 100000 |-
<] 13-01-2009 13-01-2009  Purchase order 00085_042 Purchased 100,00 1.200,00 |
S1 GW 31-01-2009 31-01-2009 Weighted average inventory closing Purchased 200,00 220000 | I
S1 GW { 31-01-2009 31-01-2009 Weighted average inventory closing Sold -200,00 -2.200,00
' Date of physical transaction EUR cph usr 13-01-2009 1134 & 3
— e [=)
|;—;‘] Transactions on item (1 - cph) - Reference: Sales order, 00052_036, Physical date: 13-01-2009, Item number: 001.1 Ll_lg‘:'
File Edit Tools Command Help
AE BB ¥ NVY | ewd b @A O
Overview ‘General | Updatel Ledger |Reference| Other | Dimension|
Site  Warehouse Physical date + Financial date Reference  Number Receipt Issue Quantity Cost amount =l
S1 A 13-01-2009 Production = 0019_074 Purchased 50,00 1.100,00 |E |
S1 A 13-01-2009 Sales order 00052_036 Sold -50,00 -1.100,00
Configuration details
Date of physical transaction EUR cph usr 13-01-2009 11:335 =2 8 ‘

On the raw material, all records in the InventTrans table will be considered by the inventory close
job, and the result is that the inventory value then follows the weighted average cost flow assumption.
The cost on the issue transaction that is related to the production order is adjusted as of the inventory
closing date to the weighted average cost for the period.

The direct effect is that the cost adjustment is transferred to the produced item and the COGS of the
sales order.

Note: In the perspective of cost management, and based on the behavior and consequences by using
marking, we recommend that the value in the Update marking field in Master planning be set to "
No”.

Manual marking

Microsoft Dynamics AX 2009 allows you to use manual markings, enabling you to cost-mark records in
the InventTrans table as required. The Marking form is found in Inventory management >
Common Forms > Item Details > Transactions > Inventory > Marking.

63

COST MANAGEMENT IN MICROSOFT DYNAMICS AX 2009



[24 Marking (1 - cph) - Value open: Yes, Inventory reference: , Packing slip return: No, Lot ID: 00403_059, New Record ==
File Edit Tools Command Help
VyY| ce«adr s RA O
Reference Number LotID Quantity Remainder Marked Mark now
Production line  0019_074 00403_059 100,00 100,00
Mark on
Reference Number LotID Quantity Remainder Marked Marknow Set mark now Reference
Purchase order 00084_049 00404_059 100,00 100,00 [ :
Purchase order 00085_049 00408_059 100,00 100,00 I}
Account number: Inventory dimensions: Cost price:
3000 Warehouse=GW,Site=S1 10,00
Name: Expected date: Physical date: Packing slip: Financial date: Invoice:
Electro-House 13-01-2009 13-01-2009 13-01-2009 infd
ok [ ] | soor | [amo ]
Specify the module that generated the transaction. EUR cph usr 13-01-2009 1242 8 @

Note: You can also clear application markings in the Marking form. Application markings are
markings that are generated by the application during the execution of events.

Note: Items that are valued by the standard cost method do not allow manual markings. Application
markings can occur, but they have no effect because all issues will occur at the current active cost.

Microsoft Dynamics AX 2009 allows specific costing without using marking. Inventory dimension
groups (Inventory management > Setup > Dimensions > Dimension Groups) enable you to
select an inventory dimension as a financial inventory.

Ei] Inventory dimensions (1 - cph) - Dimension group: Batch, Specific Identification on Bacth no.

File Edit Tools Command Help
B8 ¥FRYY

I < 4 b w5 B A O

Dimension group + Name e

Batch Specific Identification on Bacth no.

Ttem dimensions - activation and setup

Overview |Genera| | Editing | Rename‘

Active + Name Mandatory Primary stocking Blank receipt al.. Blank issue allo.. Physical invento.. Financial invent.. Coverage plan by di...
i D Configurati... D D
[ | sie ] [
[ color [ [

Storage dimensions - activation and setup

Overview | General | Editing

i Active

Name
Site

Mandatory Primary stocking Blank receipt al.. Blank issue allo...

Physical inventory Financial inventory ~ Coverage plan by di...

Warehouse

Batch numb...

Location
Pallet ID

OO0
10 5 )
15 T v D O
1 T )
10 5 D
10 5 D
10 O

5

Serial numb..

Is the dimension a mandatory inventory dimension? EUR cph usr 13-01-2009 1253 2 @
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The inventory dimension batch number is the recommended alternative if specific costing is the
objective. The consequence is that the batch number has to be assigned on all records in the
InventTrans table.

Ledger reconciliation

Microsoft Dynamics AX 2009 is module-based, and each module contains a subledger where
transactions are stored at a much aggregated level, which allows you to conduct detailed inquires and
reports.

The general ledger is linked to the subledger by posting profiles, which allows you to define the
integration level. The general ledger postings are performed at a summarized level. This logic serves
two purposes:

e All detail information can be extracted from the source, which is the subledger.
e It saves space in the database.

Note: The class that conducts the summation is found under AOT > Classes >
LedgerVoucherObject. By default, summation is performed based on a combination of Date,
Voucher, PostingType, and LedgerDimensions.

Note: The summation based on Date, Voucher, PostingType and LedgerDimension implies that
Microsoft Dynamics AX 2009 does not enable you to reconcile inventory and the general ledger per
item.

In Microsoft Dynamics AX 2009, a new layout and some new capabilities were implemented in the
Inventory reports. These include:

e Physical inventory by item group
e Physical inventory by inventory dimension

All changes to the reports were made in order to facilitate reconciliation of inventory values to the
general ledger .

[The Lioht Company
Physical inventory by item group 15:26:57

A= on: 15-01-2008

1,00 1,00 18,00 18,00
10 100 18.00 18.00 18.00

Note: The report is designed based on the assumption that financial inventory is posted to the general
ledger.

In general reconciliation of inventory and the general ledger can be divided into two phases.
e High level

e Detailed level

High-level reconciliation of inventory value and the general ledger

The purpose of high-level reconciliation is to see if there is any difference between the inventory value
that is reported by the Inventory management module and the value that is posted on the ledger
accounts that reflects inventory in the general ledger.
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Note: High-level reconciliations can show discrepancies that originate from incorrect setup or actions,
for instance, if the item group or dimension group was changed incorrectly.

The following list of reports is suitable for use in high-level reconciliation:

e Physical inventory by item group (Inventory Management > Reports > Status >
Physical Inventory )

e In process production costing (Production > Reports > Balance)
¢ Finished items in process (Production > Reports > Balance )

e Financial statement (General Ledger > Reports > Transaction > Periodic)

In case WIP should be reconciled at Material, Labor and Overhead level, the following reports can be
used:

e Raw materials in process (Production > Reports > Balance)
e Work in process (Production > Reports > Balance)

e Indirect cost in process (Production > Reports > Balance)

Note: The result of the finished item in process report should then be subtracted from the result of the
Raw materials in process

Example: Reconciliation through a Purchase - Production — Sale — Inventory close
scenario
The following example is based on a simple BOM structure that consists of an item that is produced.

w Complete BOM calculation (1 - g1) - Iter number: BOM, Actual 08, Item number: BOM " 2| B il

File Edit Tools Command Help
BB FLNYVY edd s @A

Overview ‘General | Prices |Tree structure | Costing sheet|

T. Item/Work center Operation Level Costgroup Consumption Unit Total cost price per unit Log
&5 BOM 0 Matl 1,00 Pcs 16,00
5 Raw 1 Matl 1,00 Pes 1000 |=
W AEG Packing 1 WCC 0,50 Hou.. 500 [
_\é, Prod 1 OVHI1 1,00 1,00

< | 10 | »

Identification of the used item or work center. EUR gl usr 15-01-2009 11:.02 & 8

A sales order with quantity 1 and sales price USD 25.00 is entered into the application.
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; Sales order 00020_036 , Name Light and Design , [tem name BOM (1 - g1)

File Edit Tools Command Help
B8 FRVY +«q

Requested ship date: 15-01-2009 T Confirmed ship date: I Mode of delivery:

Shipping location time zone: (GMT-06:00) Central Time (US & Canada) -

Overview | General | Setup | Address | Delivery | Price/Discount | Postings | Other | References | Dimension [ Simple I
Sales.. =~ Customeraccount Inwoice account Ordertype Status Currency Project Blanket order Customer requisition - [ Posting .I

i 00020_036 4000 4000 Sales order Open.. EUR E|
il - [ Pro forma lI
| Lines  General| Setup |Adaress | Delivery | Quantity | Price/Discount | Other | Dimension Setup () .
Item number  Configuration  Size Color Site Warehouse Batchnumber Serial number  Quantity Unit Unitprice Discount Disc.pct. Netamount Item name < Functions () »

80M S1 GW 100 Pes 2500 2500 BOM £

], Inquities (z)
Requested receipt date 15-01-2009 @ Confirmed receipt date. 8 Delivery date control: None - Calculation (1) »

. Inventory 2)  »
Intercompany (3) »

Line discount percentage.

EUR gl usr 15-01-2009 1124 8 @

A master scheduling job is run to cover future requirements.

Ei] Planned orders (1 - g1) - Item number: Raw, 00028_079, Directly derived: No, Reference: Planned purchase orders, Number: 00028_079, Plan: MP-1

B N (=B o]

File Edit Tools Command Help

S RBB ¥FRVY | ewd bws BA O
Overview |Genera| | Setup |Act|on | Futures | Log | Filter | BOM
Marking R Item number Configuration Warehouse Size Color Site Orderdate Delivery date Requested date  Req. quantity Unit Vendor A A F. i Route
it BOM oW S1 15-01-2009 15-01-2009 100 Pcs
[ Raw GW Sl 15-01-2009 15-01-2009 100 Pcs 3000 Ll
o
Item name: Raw Material Reference: Planned purchase orders + Purchase quantity: 1,00
Vendor: Electro-House Number: 00028 079 Purchase unit: Pcs
Status: Unprocessed - From warehouse:
Pegging Gantt

Mark planned orders to be firmed

EUR gl usr 15-01-2009 11:25 & @

The supplier charges USD 12.00 and not the estimated USD 10.00.

[a] Purchase order 00029 049, Name Electro-House , Item name Raw Material (1 - g1)

File Edit Tools Command Help
@

1€ W 4 b W Dl @

BR FRYVY

oA

Overview | General | Setup | Address | Delivery | Price/Discount | Postings | Other | References | Dimension

Simple

- Invoice account Status

3000

Vendor account
3000

Purchase order Purchase type

00029_049 Purchase order Open order EUR

Currency Project Blanket order

Posting »

Proforma »

Lines ‘Genelal | Setup | Address | Quantltyl Price/Discount | Other | Project | Fixed assets Dlmemion‘ Setup (b) 3
|
Item number Configuration Size Color Site Warehouse Batch number Serial number  Quantity Unit  Unitprice  Discount Disc. pct. Netamount Item name m Functions () »
| Raw S1 GW 1,00 Pcs 12,00 12,00 Raw Materi...
L Inquiries (k) »
Delivery date: 15-01-2009 £ Confirmed: = Calculation O sl

LA

Purchase price per price unit

EUR gl usr 15-01-2009 1127 & 8

Step 1: The purchase order is packing-slip updated.

Reconciliation can occur.

The reports that relate to WIP will report as empty
are:

because no transactions exist yet. These reports

o))

7

COST MANAGEMENT IN MICROSOFT DYNAMICS AX 2009



e In process production costing

¢ Finished items in process

The Light Company

Physical inventory by item group

As on:15.01-2009

Group Financial quantity Deducted Received On-hand Financial value Physical value (posted) Physical value (not posted) Inventory value

Rawlat 1,00 1,00 12,00 12,00
ftemgroup : 2 1.00 1.00 12.00 12,00
Total account (03) 12,00 Total posted inventory 12,00

The amounts are reconciled with the financial statement from the general ledger.

The Light Company

Physical inventory by item group

As on: 15-01-2009

Balance

Ledger account Account name
o1

Raw material 12.00
02 Finish Goods 0.00
Total 12.00

The Light Company
Financial statement
AccountMo.  Account Name Currentvalue -
Balance
Asset
01 Raw material 12
02 Finish Goods 0
Total Invent 12
04 WIP Material 0
05 WIP Labor 0
06 WIP Overhead 0
Total WIP 0
08 Customer debt 0
09 Deferred Custon 0
Liabilities
o011 Vendor debt 0
o10 Accrued Purchas 12
PiL
020 COGS 0
021 Absob Labor 0
022 Absorb Overhea 0
023 Revenue 0

Step 2: The purchase order is invoice-updated, and the production order is started with resources

posted.

The purchase order is invoice-updated at USD 12.00.
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Ei] Purchase order 00029 Name Electro-House , Item name Raw Material (1 - g1)

File Edit Tools Command Help
% YV @ 4 b > | @A

Overview |General | Setup |Addles§ | Dellveryl Price/Discount | Postings | Other | References | Dimension

Posting »

Purchase order ~ Vendor account Invoice account Purchase type Status Currency Project  Blanket order

00029_049 3000 3000 Purchase order Invoiced EUR
| - Proforma  »

Lines ‘General | Setup |Address | Quanmyl Price/Discount | Other | Project | Fixed assets Dimensionl Setup (b) Y

Item number Configuration Size Color Site Warehouse Batchnumber Serial number Quantity Unit  Unit price Discount Disc. pct. Netamount Item name Functions (j) »

[ Raw S1 GwW 100 Pcs 12,00 12,00 Raw Materi...

- Inquiries (k) 3

I i

Delivery date: 15-01-2009 [  Confirmed: B Calculation {y)  *

EUR g1 usr 15-01-2009 1403 & 8

1 Updates that can be executed for the purchase order.

The production order status changes to Started, and resources are consumed.

- u_lgc' |

o) Production arders (1 - g1) - Production: 0010 074, BOM i

File Edit Tools Command Help
o BB FEYTY | ewd b s BA O

Overview |Genera| | Setup | Referencesl Update | Filter | Dimemion|

Production Item number Project Configuration Site Warehouse Status Remain status Pool
0010_074 BOM S1  GW Started Route consumption

il
Lindata &

EUR gl usr 15-01-2009 1406 2 8

Create or update journals and journal vouchers for the production

— SE

Ei] Production journal lines, picking list (1 - g1) - Voucher: 0025_075, 15-01-2008, Picking list journal: 0024_075

File Edit Tools Command Help

SR E FRETY | ewd b @Al

Production: 0010_074 Quantity: 1,00 Validate
Name: BOM Started: 1,00 =
ost
Overview ‘General | Reference | Dimension‘
Log
Date Lot ID Item number Configuration Site Warehouse Proposal Consumption Unit End L.
15-01-20.. 002200.. Raw s1 GwW 1,00 1,00 Pcs D
-
Item name: Estimated: Remainder. Started: Released guantity:
Raw Material 1,0000 1,00 1,00

EUR gl usr 15-01-2009 1405 @ @

Identify the production order.

- — —
54 Production journal lines, route card (1 - g1) - Production: 0010_074, 15-01-2008, Route card journal: 0026 075 - —l @Eul

File Edit Tools Command Help

SR G FRYY | ewe rs@ale

Overview |Gene|a| | Setup | Report as finished Dimemion‘ Validate
Date Oper. No. Priority Jobtype Hours Good quantity Error quantity Processing percentage Operation completed BOM consumption Production report as finish| Post =
10 Primary Process 050 1,00 100,00 1 1 [l
l Log
<1 L D Functions  »

EUR g1 usr 15-01-2009 1407 & @

Feedback date

69

COST MANAGEMENT IN MICROSOFT DYNAMICS AX 2009



Reconciliation can occur.

The Finished items in process report will be empty because no transactions exist yet.

The Light Company
In process production costing

Page 1
15-01-2009
14:10:22

Cutoff date - 15-01-2009

Item / Operation /

Total production

Total account (03) Total posted inventory

Production Date Type Indirect cosit code Quantity/Time _ Materials amount Labor amount _Indirect cost amount amount
)74 15-01-2009  Material Raw 1,00 12,00 12,00
15-01-2009  Labor 10 0,50 5,00 5,00
0_074 15-01-2009 Indirectcost Prod 1,00 1,00
Production : )74 12,00 5.00 1.00 18.00
Grand Total 12,00 5.00 1.00 18.00
The Light Company
Physical inventory by item group
As on: 15.01-2009
Hem number temn name Financial quantity Deducted Received On-hand Financial value Physical value (posted) ___Physical value (not posted) Inventory value
Raw Wate 1.00 1,00 12,00 -12,00
1,00 1,00 12.00 12,00

The Light Company

Physical inventory by item group

As on: 15-01-2009

Ledger account Account name Balance
01 Raw material 0,00
02 Finish Goods 0.00
Total 0.00

The amounts are reconciled with the financial statement from the general ledger.

The Light Company
Financial statement
AccountMo.  Account Mame Currentvalue -
Balance
Asset
01 Raw material 0
02 Finish Goods 0
Total Invent 0
04 WIP Material 12
05 WIP Labor [
06 WIP Overhead 1
Taotal WIP 18
08 Customer debt 0
09 Deferred Custon 0
Liabilities
011 Vendor debt -2
010 Accrued Purchas 0
PiL
020 COGS 0
021 Absob Labor £
022 Absorb Overhea -1
023 Revenue 0

Step 3: The production order is reported as finished.
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The active cost on item BOM is currently USD 15.00, because the BOM calculation that was conducted
before starting the production, order was not activated.

@ Production journal lines, report as finished (1 - g1) - Reported as finished journal: 0028 075, 0010 074, Reported as finished journal: 0028 075

File Edit Tools Command Help |
7 R Y| ewd b BAO

Overview |Genera| | Reference | Dimensi0n| Validate T
Configuration Site Warehouse  Good guantity Error quantity Error cause Report as finished BOM consumption L. “ Past =

s1 Gw 1,00 7] E -

i Log
I Function D] i
Transaction date applying to the journal line. EUR gl usr 15-01-2009 1435 2 @

Note: Microsoft Dynamics AX 2009 uses the active cost or the cost on the item table of the produced
item when posting Report as finish journals. If the cost is not updated on a regular basis, and the cost
of some components fluctuates significantly, incorrect cost values could occur temporarily until the
production order is financially updated.

The Light Company Page 1
R j R 15-01-2009
Finished items in process 14:45:11

As on: 15-01-2009

Production _ Item number Item name Physical date  Financial date Quantity Unit Physical cost amount Posted physical value
0010_074  BOL BOM 15-01-2009 1,00 Pes 15,00 15,00
Grand Total 15,00 15,00

Note: You have to manually add the Grand Total field to this report in the report dialog box.

The Light Company Page 1
R ; 15-01-2009
In process production costing 14:47:12

Cutoff date . 15-01-2009

Item / Operation / Total production

Production Daie Type Indirect cosi code Quantity/Time _ Materials amount Labor amount _Indirect cost amount amount
Material Raw 1,00 12,00 12,00

Labor 10 0,50 5,00 5,00

15-01-2009 Indirect cost Prod 1,00 1,00

Production : 0_074 12,00 5.00 1.00 18.00
Grand Total 12.00 5.00 1.00 18.00

The Light Company

Physical inventory by item group

As on: 15.01-2009

Total account (03)

15,00 Total posted inventary .2

Group Item number ftem name Financial guantity Deducted Received On-hand Financial value Physical value (posted) Physical value (not posted) Inventery value
FinGood 0 BO 1,00 1,00 15,00 15,00
Item group 1.00 1,00 15.00 15,00
R e 1.00 1.00 12.00 -12.00
Item group 1.00 1.00 12.00 -12.00

15,00
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The Light Company

Physical inventory by item group

As on: 15-01-2009

Ledger account Account name Balance
01 Raw material 0,00
02 Finish Goods 15.00
Total 15.00

The Light Company
Financial statement
AccountMo.  Account Mame Currentvalue -
Balance
Asset
01 Raw material 0
oz Finish Goods 15
Total Invent 15
o4 WIP Material -3
0s WIP Labar g
06 WIP Cverhead 1
Total WIP 3
05 Customer debt 0
09 Deferred Custon 0
Liabilities
011 Vendor debt 12
010 Accrued Purchas 0
PiL
020 COGS 0
021 Absob Labor -5
022 Absorb Overhea -1
023 Revenue

The value for Total WIP no longer matches the value in the In process production costing report.
This is because, when posting the Report as finished journal, Microsoft Dynamics AX 2009 posts an
accumulative offset of WIP. In order to reconcile inventory and the general ledger properly, take grand
total in the In process production costing report and subtract the grand total from the Finished
items in process report

Step 4: End the production order.

w Production orders (1 - g1) - Production: 0010_074, BOM o Tl = g

File Edit Tools Command Help

Overview ‘General | Setup | References | Updatel Filter | Dimensinn‘ T
Production Item number Project Configuration Site Warehouse Status Remain status Pool hisil ;
0010.074 BOM s1aw Ended Ended E
v
Ll ot » -
Create or update journals and journal vouchers for the production EUR gl usr 15-01-2009 1509 8 8

The reports that relate to WIP will report as empty because no transactions exist any longer. These
reports are:

e In process production costing

¢ Finished items in process
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The Light Company

Physical inventory by item group

As on: 15-01-2009

The Light Company
Financial statement
Account Mo, Account Name Currentvalue -
Balance
Asset
01 Raw material 0
oz Finish Goods 18
Total Invent 18
o4 WIP Material 0
0s WIP Labor 0
06 WIP Overhead 0
Total WIP 0
08 Customer debt 0
o9 Deferred Custon 0
Liabilities
011 Vendor debt 12
010 Accrued Purchas 0
PIL
020 COGS 0
021 Absob Labor -5
022 Absorb Overhea -1
023 Revenue 0

Step 5: Packing slip update the customer’s sales order.
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Itemnumber temname Financial quantity Deducted Received On-hand Financial value Physical value (posted) Physical value (not posted) Inventory value
BO BOM. 1.00 1.00 18.00 18.00
ftem group = FinG 1.00 1.00 18.00 18.00
Total account (03) 18,00 Total posted inventory 18.00
The Light Company
Physical inventory by item group
As on:15-01-2009
Ledger account Account name Balance
01 Raw material 0.00
0z Finish Goods 18.00
Total 18,00
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E;] Sales order 00020_036 , Name Light and Design , Item name BOM (1 - g1)

::Elgl

File Edit Tools Command Help
B8 FREVYY e« rma@ma o

Overview ‘Genﬁlal | Setup |Addless | Dellveryl Price/Discount | Postings | Other | References | Dimension

Simple

Sales order “~ Customer account Invoice account Order type Status Currency Project Blanket order Customer requisition
1 00020_036 4000 4000 Sales order Delivered EUR

Posting »

1

] »

Pro forma  »

Lines | General | Setup | Address | Delivery | Quantity | Price/Discount | Other | Dimension

Setup (j) O

Item number Configuration Size Color Site Warehouse Batch number Serial number  Quantity Unit  Unitprice Discount Disc. pct. Netamount Item name

BOM s1 GW 1,00 Pcs 25,00 25,00 BOM
Requested receipt date: 15-01-2009 # Confirmed receipt date: f Delivery date control: None -
|| | Requested ship date: 15-01-2009 FH Confirmed ship date: [ Mode of delivery: -
\ Shipping location time zone: (GMT-06:00) Central Time (US & Canada) -
|

Functions (k) U
Inquiries (z) »
Calculation (1) »

Inventory (2) 3

fiILl

Intercompany (3) »

Updates that can be executed for the sales order.

EUR gl usr 15-01-2009 1519 2 @

The Light Company

Physical inventory by item group

As on: 15.01-2009

tem number ltem name Financial quantity Deducted Received On-hand Financial value Physical value (posted)

Physical value (not posted)

Inventory value

BOM BOM 1.00 1,00 18,00 -18.00

ltemgroup : Fir 1.00 1.00 18,00 -18.00

Total account (03 Total posted inventory

Step 6: The sales order is invoice-updated.

—
2 Sales order 00020_036 , Name Light and Design, Item name BOM (1 E—-

File Edit Tools Command Help

B 8 FREVYY e« BDAO

Overview |General | Setup | Address | Delivery | Price/Discount | Postings | Other | References | Dimension|

Sales order ~ Customer account Invoice account Order type  Status Currency Project Blanket order Customer requi:
00020_036 4000 4000 Sales order Invoiced EUR

Lines | General [ Setup | Address | Delivery | Quantity | Price/Discount | Other | Dimension

Item number Configuration Size Color Site Warehouse Batch number Serial number Quantity Unit  Unitprice Discount Disc. pct. Netamount Item name

BOM S1 GW 1,00 Pcs 25,00 2500 BOM
Requested receipt date: 15-01-2009 [  Confirmed receipt date: [ Delivery date control: None -
Requested ship date: 15-01-2009 FH  Confirmed ship date: #  Mode of delivery: =
Shipping location time zone: (GMT-06:00) Central Time (US & Canada) -

Posting »

Pro forma »

Setup (j) X
Functions (k) ”
Inquiries (z) o

Calculation (1) »

Inventory (2) »

=

Updates that can be executed for the sales order.

EUR gl usr 15-01-2009 1609 & @

The Physical inventory by item group report is empty because no items on-hand exist.
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The Light Company
Financial statement
AccountNo.  Account Name Current value -
Balance
Asset
01 Raw material 0
o0z Finish Goods 0
Total Invent i
04 WIP Material 0
0s WIP Labor 0
06 WIP Overhead 0
Total WIP 0
o8 Customer debt 25
o9 Deferred Custon 0
Liabilities
011 Vendor debt 12
010 Accrued Purchas 0
PiL
020 COGS 18
021 Absob Labor -5
022 Absorb Overhea -1
023 Revenue -25

The physical inventory by item group report is empty as expected, and the ledger accounts that
represent inventory in the general ledger are also 0 (zero).

Detailed-level reconciliation of inventory value and the general
ledger

Microsoft Dynamics AX 2009 provides reconciliation reports where separate modules can be reconciled
against the general ledger. The reconciliation reports are based on specific posting types that are
related to the subledger. In general, the reports are designed on the foundation that all posting types
have a specific ledger account attached.

The reconciliation reports are found in General ledger > Reports > Reconciliation > Inventory >
Inventory.

Note: In configurations where one or more posting types share the same ledger accounts, some
discrepancies can occur in the reconciliation reports.

——

Module
specific

Qsting types

g—

Ledger

Qcount

account

Diagram 23 Reconciliation query

Diagram 23 displays how the query for reconciliation reports in Microsoft Dynamics AX 2009 works.
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The report query will find transactions based on the following search rankings:
1. Transactions within a date interval
2. All transactions containing module-specific posting types
3. The ledger account on which the transactions are posted
4. All other transactions/posting types posted on these ledger accounts
Transactions posted with a posting type not considered as module-specific will only occur if one or

more transactions with module-specific posting types occur within the date range.

Example: Ledger posting directly on a ledger account that represents inventory

By mistake, an accountant has posted a travel expense on the ledger account that represents raw
material inventory.

|-—E‘ Account transactions (1 - cph) - Ledger account: 030, Raw material =i » @E‘&J

File Edit Tools Command Help
J B O ¥ NV Y «ewd s BAO

’ Overview | General | Dimension | History |
Voucher Date Year closed Period code Currency  Amount currency Amount Posting type
00013_DAY 10-01-20... D Normal EUR 1,00 1,00 Ledger journal
100027_055 15-01-20... D Normal EUR 12,00 12,00 Purchase, packing slip Posted sales tax
110062_056 15-01-20... D Normal EUR -12,00 12,00 Purchase, packing slip .

Original document
110062_056 15-01-20... D Normal EUR 12,00 12,00 Purchase, receipt
Ledger settlements
< 111 ] >
Ledger account: 030 Account name: Raw material o -
Reversed tracing
Transaction text: Travel expense
Transaction amount in specified currency EUR cph usr 15-01-2009 1511 & 8

Running the Reconciliation of inventory/ledger report with a date range 01-01-2009 to 14-01-
2009 will result in an empty Infolog report.

Running the the Reconciliation of inventory/ledger report with a date range 01-01-2009 to 15-01-
2009 will result in the following report:

The Light Company Page 1

P . 15-01-2009
Reconciliation of inventory/ledger 10:55:54

From date :01-01-2009 Todate : 15-01-2009

Account Account name Posting Voucher Date Balance - inventory Ledger balance Difference

Raw material Ledger journal 00013_DAY  10-01-2009 1,00 1.00

Raw material Purchase, packing slip 100027_055 15-01-2009 12,00 12,00

Raw material Purchase, packing slip 110082_056 15-01-2009 12,00 12,00

030 Raw material Purchase, receipt 110062_056 15-01-2009 12,00 12,00
Aceount: 030 12.00 13.00 1.00

Note: If all posting types have a specific ledger account attached, the report can be used to validate if
incorrect ledger integration has been made in posting profiles.

Note: If the Production module is installed and used, you must run the Reconciliation of
Productoin/Ledger report in order to conduct a complete detailed reconciliation

Note: inventory and production reconciliation reports will only create coherent results if the parameter
Post excl. transaction type (Production > Setup > Parameters) is set to cleared. We
recommend that you use this setting if you plan to use the inventory and production reconciliation
reports.
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The Light Company Page 1
L . 15.01-2009
Reconciliation of inventory/ledger 10:56:54
From date : 15-01-2009 To date : 21-01-2009
Account Account name Posting Voucher Date Balance - inventory Ledger balance Difference
o1 Raw material Purchase, packing slip 100010_055 15-01-2009 12,00 12,00
01 Raw material Purchase, packing slip 110016_056 15-01-2009 -12.00 -12.00
o1 Raw material Purchase, receipt 110016_055  15-01-2009 12,00 12,00
Raw material Production issue 14004_078  15-01-2009 -12,00 -12.00
Raw material Production, picking list 0031_075 15-01-2009 -12,00 -12.00
01 Raw material Production, picking list 14004_078  15-01-2009 12,00 12,00
Account: 0
010 Accrued Purchase Purchase, packing slip offset 100010_055 15-01-2009 412,00 -12,00
010 Accrued Purchase Purchase, packing slip offset 110016_058 15-01-2009 12,00 12,00
Account : 010
2 Finish Goods Production - indirect absorption offset 14004_078  15-01-2009 1,00 1,00
Finish Goods Order packing slip 00007_041  15-01-2009 18,00 -18,00
Finish Goods Order packing slip 00010_042  15-01-2009 18,00 18,00
Finish Goods Sales order issue 00010_042  15-01-2009 -18,00 -18,00
Finish Goods Production, report as finished 0036_075  15-01-2009 15,00 15,00
Finish Goods Praduction, report as finished 14004_078  15-01-2009 15,00 -15,00
Finish Goods Production offset account issue 14004_073  15-01-2009 12,00 12,00
Finish Goods Production receipt 14004_073  15-01-2009 18,00 18,00
Finish Goods Production offset accaunt receipt 14004_073  15-01-2009 18,00 18,00
Finish Goods Production offset accaunt, wark center issue 14004_073  15-01-2009 5,00 5,00
-6.00 6.00
coGs Sales order consumption 00010_042  15-01-2009 18,00 18,00
18.00 18.00
WIP W aterial Production offset-account, report as finished 0036_075  15-01-2009 15,00 -15,00
WIP W aterial Production offset-account, report as finished 14004_078  15-01-2009 15,00 15,00
WIP W aterial Production offset account picking list 0031_075  15-01-2009 12,00 12,00
04 WIP W aterial Production offset account picking list 14004_073  15-01-2009 12,00 -12,00
Account : 04
Deferred Customer Order offset account packing slip 00007_041  15-01-2009 18,00 18,00
Deferred Customer Order offset account packing slip 00010_042  15-01-2009 -18,00 -18,00

Aceount : 02

The posting types in the following list are not considered as inventory posting types, and they are only
included in the report because they are posted on ledger account 02.

e Production - indirect absorption offset
e Production - offset account work center issue

Transactions with the two posting types in the preceding list will appear with the ledger balance
because these transactions exist in ledger account 02. No inventory balance will appear. These
transactions will cause an imbalance in the report.

If the Production module is part of the configuration, the Reconciliation by production/ledger
report has to be run in order to conduct a full detailed reconciliation.

The Light Company Page 1
e g . 15-01-2009
Reconciliation of production/ledger 10:55:54
From date : 15-01-2009  To date : 15-01-2009
Account Account name Posting Voucher Date Balance - production Ledger balance Difference
14004_078  15-01-2009
Account
Finish Goods Production - indirect absorption offset 14004_078 15-01-2009 1.00 1,00
Finish Goods Order packing slip 00007_041  15-01-2009 -18,00 -18,00
Finish Goods Order packing slip 00010_042  15-01-2009 18.00 18.00
Finish Goods Sales order issue 00010_042  15-01-2009 -18.00 -18.00
Finish Goods Production, report as finished 0036_075 15-01-2009 15.00 15.00
Finish Goods Production, repert as finished 14004_078  15-01-2009 -15,00 -15,00
Finish Goods Production offset account issue 14004_078  15-01-2009 12,00 12,00
Finish Goods Production receipt 14004_078 15-01-2009 18.00 18,00
Finish Goods Praduction offset account receipt 14004_078  15-01-2009 -18,00 -18,00
02 Finish Goods Production offset account, work center issue 14004_078 15-01-2009 5.00 5.00
Account © 02 500 -5.00
Absob Labor Production WIP issue 0033_075 15-01-2009 -5,00 -5,00
Absob Labor Praduction WIP issue 14004_078  15-01-2009 5.00 5.00
Absob Labor Production - Work center issue 14004_078  15-01-2009 -5,00 -5,00
Account : 027 -5.00 -5.00
WIP Labar Praduction - WIP 0033_075 15-01-2009 5.00 5,00
WIP Labor Production - WIP 14004 078 15-01-2009 -5,00 -5,00

Account © 05

The same discrepancies occur, but now they are reversed.
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The posting types in the following list are not considered as production posting types, and they will
only be included because they are posted on ledger account 02.

e Order packing slip

e Sales order issues

e Production report as finish

e Production offset account issue
e Production receipt

e Production offset account receipt

The posting types will appear with the ledger balance because they exist in ledger account 02. No
inventory balance will appear, and these will cause an imbalance.

The two reports (Reconciliation by production/ledger and Reconciliation by inventory/ledger) each
detail a discrepancy in reconciliation but with the opposite sign. In fact, the discrepancy does not
exist, but it is caused by the current design of the reconciliation reports.

Note: Overhead is incorrectly reported in the Reconciliation by production/ledger report, which will
cause an imbalance of USD 1.00, even after comparing inventory and production reconciliation
reports.

Database logging cost parameters

Changing parameter settings in Microsoft Dynamics AX 2009 can have significant effects on the
behavior and the results that are generated by the application.

In Cost management, some changes to parameter settings can bring the application into a
noncompliant state with regards to local Generally Accepted Accounting Principles (GAAP) or
International Accounting Standards 2(IAS2)/International Financial Reporting Standards (IFRS).

The Cost management parameters in Microsoft Dynamics AX 2009 are placed in different modules
because Microsoft Dynamics AX 2009 does not maintain a central Cost management module. This
dispersion of parameters may increase the risk that a user might change a parameter within the areas
and modules of his responsibility without being aware of all of the consequences with regards to cost
management that such a change will result in.

The consequences can be significant and may include:
e Generation of noncompliant Cost management and cost reports
e Generation of incorrect inventory values
e Generation of irreconcilable inventory and general ledger postings

In many cases, the symptoms will be discovered first, and the greater challenge will be to discover the
cause of the symptoms.

Microsoft Dynamics AX 2009 enables you to perform database logging. Database logging can be
helpful when investigating the causes of incorrect application behavior, especially if incorrect
parameter changes are the root of the aberrant behavior.

Note: As a rule, enabling database logging will negatively affect the overall performance of the
application, especially if database logging is enabled on transaction tables. Although the setup tables
listed in this whitepaper are not transaction tables, negative performance may result from enabling
database logging on these setup tables.

The database logging tool is found in Administration > Setup > Database log, and it is activated
by following the Logging database changes wizard.
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Example: Database logging

The company has a policy that all physical posting has to be posted to the general ledger.

w Database log setup (1) @E&
File Edit PUSEIEN Command Help
" RV Y ewd s @A
DomainID Name of table Field name Type of change  Audit trail
Admin Purchase parameters Post packing slip in ledger Update D
Admin Inventory model grou.. Inventory model group Update D
Admin Inventory model grou.. Financial negative inventory Update D
Admin Inventory model grou..  Physical negative inventory Update D
Admin Inventory model grou.. = Fixed receipt price Update D
Admin Inventory model grou..  Post physical inventory Update D
Admin Inventory model grou.. Post financial inventory Update D
ID for the domain usr 16-01-2009 1459 2 @

At a period reconciliation, the controller sees that an item has a value in the Physical value (Not
posted) column. The controller knows that imbalances will occur because the company policy is to
post all physical cost events to the general ledger. He needs to find the cause so that he can bring the
application back in balance.

The Light Company

Physical inventory by item group

As on: 16-01-2009

Group tem number tem name inanci Deducted Received On-hand Financial value Physical value (posted) Physical value (not posted) Inventory value

200 2,00 10.00 14,00 24,00

fem group . Parts. 00 00 1000 1400 4 00

The controller knows that all cost management parameters are database-logged in order to allow the
investigation of any potential problems that may be caused by parameter changes. The controller
opens the Database log form (Administration > Inquiries >Database log).

Iﬂ Database log (1 - cph) - Reference table ID: 341, E@g
Overview | History Clean up log
Type of change Created date and time User Field name Value Previous value ol Reinsert
Update 16-01-2009 15:02:11 Adm... PromptTransfer

m

PurchaseType

@ PostPackingSlip No Yes

Acceslevellnvoiced
ReturnActionDefault

The controller can now see that the value in the cost management parameter PostPackingslip field
has been changed from Yes to No, when it was changed, and by whom it was changed.
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Appendices

Appendix A: Postings based on recommended settings

Packing slip — Updated purchase order for an inventory item (Non-standard cost):

Purchase packing slip Y

Purchase packing slip offset -Y

Where “y” is the physical cost.

Packing slip — Updated purchase order for an inventory item (Standard cost):

Purchase packing slip Y-(X-Y)
Purchase packing slip offset -Y
Rounding variance X-Y
Rounding variance -(X-Y)
Purchase price variance X-Y

Where “X” is the standard cost and “Y” the physical cost.

Packing slip — Updated purchase order for a non-inventory item (Service with no
posting):
No transactions

Packing slip - Updated purchase order for a non-inventory item (Service with
posting):

Purchase packing slip Y

Purchase packing slip offset -Y

Where “Y” is the physical cost.

Invoice updated purchase order on inventory item (None Standard cost):

Purchase packing slip -Y
Purchase packing slip offset

Purchase receipt

Purchase consumption -Z
Purchase consumption VA
Vendor balance -Z

Where “Y” is the physical cost and “Z" is the financial cost.

Invoice updated purchase order on inventory Item (Standard cost):

Purchase packing slip -Y+(X-Y)
Purchase packing slip offset Y
Rounding variance X-Y
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Rounding variance
Purchase price variance
Purchase receipt
Purchase consumption
Purchase consumption
Vendor balance
Rounding variance
Rounding variance

Purchase price variance

-(X-Y)
X-Y
Z-(X-Y)-(Y-2)
-Z
y4
-Z
Y-Z
-(Y-2)
Y-Z

Where “X” is the standard cost, “Y” is the physical cost and “Z” is the financial cost.

Invoice updated purchase order on non-inventory item (Service with no posting):

Purchase consumption

Vendor balance

z
-Z

Where “Z"” is the financial cost.

Invoice updated purchase order on non-inventory item (Service with posting):

Purchase packing slip
Purchase packing slip offset
Purchase receipt

Purchase consumption
Purchase consumption

Vendor balance

-Y

-Z

Where “Y"” is the physical cost and “Z" is the financial cost.

Resources picked to a production order of an inventory item:

Material

Production picking list

Production offset account picking list
Labor

Production WIP issue

Production — WIP

Indirect cost (Overhead)
Production indirect WIP issue
Production indirect WIP offset

-X
X

-Z
Z

Where X,Y,Z are the physical cost of material, labor and overhead.

Physical update a production order of an inventory item:

Production report as finish

Q
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Production offset-account, report as finished -Q

Where “Q” is the physical cost of the produced item

Financial update a production order of an inventory item:

Material

Production picking list X
Production offset account picking list -X
Production issue -F
Production offset account issue F
Production offset-account, report as finished Q
Production, report as finished -Q
Production receipt P
Production offset account receipt -P
Labor

Production WIP issue Y
Production — WIP -Y
Production offset account, work center issue G
Production - Work center issue -G
Indirect cost (Overhead)

Production indirect WIP issue 4
Production indirect WIP offset -Z
Production - indirect absorption -H
Production - indirect absorption offset H
Where

“X,Y,Z" are the physical cost of material, labor and overhead.
“Q" is the physical cost of the produced item

“F, G, H and P” are the financial cost of material, labor, overhead and Produced item

Packing slip updated Sales order on inventory item:

Order packing slip -Y

Order offset account packing slip Y

Where “Y” is the physical cost which can be Standard cost.
Packing slip updated Sales order on none inventory item (Service with no

posting):
No transactions
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Packing slip updated Sales order on non-inventory item (Service with posting):

Order packing slip -Y

Order offset account packing slip Y

Where “Y” is the physical cost.

Invoice updated Sales order on inventory Item

Order packing slip Y
Order offset account packing slip -Y
Sales order issue -C
Customer balance z
Sales order revenue -Z
Sales order consumption C

Where “Y” is the physical cost which can be Standard cost, “"Z" is the sales price and “C" is
the financial cost which can be Standard cost

Invoice updated Sales order on non-inventory item (Service with no posting):

Sales order revenue -Z

Customer balance Z

Where “Z"” is the sales price

Invoice updated Sales order on inventory item (Service with posting):

Order packing slip Y
Order offset account packing slip -Y
Sales order issue -C
Customer balance z
Sales order revenue -Z
Sales order consumption C

Where “Y” is the physical cost, "Z" is the sales price and “C” is the financial cost

Appendix B: Posting based on recommended and optional settings

Packing slip — Updated purchase order for an inventory item (Non-standard cost):

Purchase packing slip Y
Purchase packing slip offset -Y
Purchase, packing slip purchase offset -Z
Purchase, packing slip purchase Y
Purchase, packing slip tax Z-Y

Where “Y"” is the physical cost, "Z” is physical cost incl. sales tax
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Packing slip — Updated purchase order for an inventory item (Standard cost):

Purchase packing slip Y-(X-Y)
Purchase packing slip offset -Y
Purchase, packing slip purchase offset -Z
Purchase, packing slip purchase Y
Purchase, packing slip tax Z-Y
Rounding variance X-Y
Rounding variance -(X-Y)
Purchase price variance X-Y

Where “X” is the standard cost and “Y” the physical cost. "Z” is physical cost incl. sales tax

Packing slip - Updated purchase order for a non-inventory item (Service with no
posting):

Purchase, packing slip purchase offset -Z
Purchase, packing slip purchase Y
Purchase, packing slip tax Z-Y

Where “y” is the physical cost, “z" is physical cost incl. sales tax

Packing slip — Updated purchase order for an inventory item (Service with
posting):

Purchase packing slip Y
Purchase packing slip offset -Y
Purchase, packing slip purchase offset -Z
Purchase, packing slip purchase Y
Purchase, packing slip tax Z-Y

Where “Y"” is the physical cost, "Z” is physical cost incl. sales tax

Packing slip updated Sales order on inventory Item:

Order packing slip -Y
Order offset account packing slip

Sales - packing slip revenue offset

Sales - packing slip revenue -X

Sales, packing slip tax Z-X

Where “Y” is the physical cost which can be Standard cost, “"Z" is estimated sales price incl.
sales tax and “X" is estimated sales price

Packing slip updated Sales order on non-inventory item (Service with no posting):

Sales - packing slip revenue offset Z
Sales - packing slip revenue -X
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Sales, packing slip tax Z-X

Where “Z"” is estimated sales price, including sales tax and “X” is estimated sales price

Packing slip updated Sales order on inventory item: (Service with posting):

Order packing slip -Y
Order offset account packing slip
Sales - packing slip revenue offset

Sales - packing slip revenue -X

Sales, packing slip tax Z-X

Where “Y” is the physical cost which can be Standard cost, "“Z” is estimated sales price incl. sales tax
and “X” is estimated sales price

Appendix C: Chart of accounts

The following example displays a simple chart of accounts. This example shows how you might map
specific posting types to ledger accounts in the general ledger.

Note: A chart of accounts will vary for a company or organization based on management and/or legal
requirements.

Balance sheet
Asset
Account Name Account type
Raw material Balance
Finish Goods Balance
Total inventory Total
WIP material Balance
WIP Labor Balance
WIP Overhead Balance
Total WIP Total
Customer debt Balance
Deferred Customer Balance
Liabilities
Accrued Purchase Balance
Vendor debt Balance
Inter Purchase Balance
Profit & Loss
COGS P/L
Absorb Labor P/L
Absorb Overhead P/L
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Inventory profit P/L
Inventory Loss P/L
Expensed items (Service) P/L
Expensed items (Outsource) P/L
Revenue P/L

Appendix D: Definition of an item group

Item groups serve a two-way purpose in Microsoft Dynamics AX 2009.
e Item groups allow aggregated general ledger integration in posting profiles.

e Item groups are used as an aggregation key in many inventory-related reports.

In the demonstration company used in this whitepaper, four following 4 item groups are listed:
¢ RawMat (Raw Materials)
e FinGood (Finish Goods)
e Servitems (Service items)

e ServOut (Service Outsource)

m Item group {1 - dat) - Item group: FinGood, Finish Goods

File Edit Tools Command Help

DEHX =mdR | TTETT(leadpwdfiAH o]

Owerview |Sales order I Purchase order I Inwentory I Production I Setup I Pasting |

Forecasting Pl

Fll'lGl:ll:u:l Finish Goods

Raw Materials

Servitems | Service items

Servout

Service Cuksource

Identification of item group ELIR. HIE =2 8 4

Appendix E: Posting profile settings
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Item group: RawMat

Ei] Item group (1 - g1) - Item group: RawMat, Raw Materials

le Edit Tools Command Help

Overview | Sales order| Purchase order | inventory | Production | setup

|

Packing slip Creditn

Stock variation:

Fixed asset receipt:

(l Packing slip: 01 ‘ - ‘ A
Packing slip offset: 010 ‘ T Fixed receipt price
| Packing slip purchase: \ > Fixed receipt price profit: \ v
I Packing slip purchase offset: ‘ - Fixed receipt price loss: ‘ -
| Packing slip tax: ‘ 4 Fixed receipt price offset: ‘ e
Invoice Purchase tax
Receipt: 01 4 Item sales tax group: -
| Discount: A
Charge: e

Offset account for posting physical receipt

EUR g1 usr 15-01-2009 10:29 = B

[24] tem group (1 - g1) - Item group: RawMat, Raw Materials

File Edit Tools Command Help

‘ Overview | Sales order | Purchase order | Inventory ‘ Production | Setup

Items in process

Picking list o1 |~
Report as finished: ‘ =
Picking list offset account: 04 ‘ -

Reported as finished offset account:

Issue: 01 | -

Issue offset account: 02 | -

Recei| | -
|

Receipt offset account:

Ledger account for item receipt

EUR gl usr 15-01-2009 1032 8 8

Item group: FinGood

Ei] Item group (1 - g1) - Item group: FinGood,

" R— - . e

File Edit Tools Command Help
=N ] FRNT T |edd v

‘ Ovewiew| Sales order | Purchase order | Inventory | Production

Packing slip
Packing slip: 02 -
Packing slip offset: 09 -

Packing slip revenue - offset:

\

LI

Packing slip revenue: ‘ -
\
|

Packing slip tax:

(Account for posting item issue

E
Issue: |v
Consumption: 020 |-
Revenue: 023 |-
Discount: |v
Commission
Commission: |v
Commission offset: |-
Sales tax
Item sales tax group: -
EUR gl usr 15-01-2009 16:08 & 8
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Ei] Item group (1 - g1) - Item group: FinGood, Finish Goods @M

File Edit Tools Command Help
B @ F RNV Y w4

‘Overvlewl Sales order | Purchase order | Inventory‘ Production |Se(up ‘
Ttems in process Costing

Picking list: \ - Issue:

| |
Report as finished: 02 ‘ - Issue offset account: |
Picking list offset account: ‘ - Receipt: 02 | -
| |

Reported as finished offset account: 04 - Receipt offset account: 02

Ledger account for inventary issues when inventory items in process are posted. EUR gl usr 15-01-2009 1027 2 B

Item group: Servitems

mnem group (1 - dat) - Item group: Servitems, Service items

File Edit Tools Command Help

DHX | =R | TETT|leade Bl A @]

Owerview | Sales order  Purchase order |Inventnry I Production I Setup I Posting |

MEHM m Forecasting >|
Packing slip: lﬁ Consumption: 024 -
Packing slip offset:
Packing slip purchase: 'l Fized receipt price profit: Iﬁ
Packing slip purchase offsat: vl Fized receipt price loss: Iﬁ
Packing slip tax: 'l Fixed receipt price offset: Iﬁ

[Inoice I [Furchase tax |
Receipt: lﬁ Ttem sales tax group: Iﬁ
Discount: lﬁ
Charge: lﬁ
Stock variation: lﬁ
Fixed asset receipt: lﬁ

|Account For posting gained difference in relation to fixed receipt price ELIR ’H ’E =2 8 4

Item group: ServOut
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Work center

Overhead

mn:em group (1 - dat) - Item group: Ser

k, Service Dutsource

File Edit Tools Command Help

DHX | =ARE | TETT|(eaaeree A e

Overview | Sales order  Purchase arder | Inventory I Production I Setup I

[Packing sip I | Crecit not-
Packing slip: 0zs - Consumption: Iﬁ
Packing slip offset: 010 - M_M
Parking slip purrhase: I 'l Fixed receipt price profit: lﬁ
Packing slip purchase offset: I | vl Fived receipt prics loss: Iﬁ
Packing slip taxi I 'l Fixed receipt price offsek: lﬁ
Receipt: 025 i Ttem sales tax group: lﬁ
Discount: Iﬁ
Charge: I vl
Stock variation: Iﬁ
Fixed asset receipt: Iﬁ

IH[=]

Posting

Offset account for posting estimated purchase with packing slip update

e e e (39

mn:em group (1 - dat) - Item group: Ser¥Dut, Service Outsource

File Edit Tools Command Help

DHX | =mOE TEPT|(eadapeeih e

Overview I Sales order I Purchase order I Inventory Production ISEtup |

ters in process [ <o I

Picking list: Tssue: 025 -
Repart as finished: Issue offset account: | 02 -
Picking list offset account: Receipt: o0z -

[H[=] E3

Posting |
Forecasting bl

Reported as finished offset account: vl Receipt offset account: I vI

Ledger account For inventaory issues when inventory items in process are posted. |

R it o (8 5

@ Work centers (1 - g1) - Work center: AEG, AEG

File Edit Tools Command Help
_!;!. 8 ¥ % -Y_:_I-e Wd b @A

Overviewl General| Ledger ‘Operation | Times | Update | Dimen5i0n| Dispatching
Accounts - WIP Accounts - Costing Working times
WIP issue: 021 ‘ - Issue: 021 | -
WIP account: 05 ‘ - Offset account: 02 | -
Use: »
Gantt
Issues account for work center consumption in process. EUR gl usr 15-01-2009 1035 2 8
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| General | Calculation| Posting |Dimension

Accounts - WIP
WIP issue: 022 \ =

WIP account; 0e ‘ v

Accounts - Costing

Indirect absorption: 022 ‘ v

Indirect absorption offset: 02 ‘ -

Appendix F: Example of simple subcontracting costing

The following diagram is a very simple example of subcontracting costing. This diagram
does not include lead time or transportation to and from the vendor.

Note: In the case that lead time at the subcontractor is important for scheduling; an
external work center with a cost of USD 0.00 can be created and added to the BOM.

Diagram 24 BOM structure

Two raw materials are shipped to a vendor for assembly. Shipment, return, and cost are controlled by
a service item. In this example, a fixed cost per assembled piece has been agreed upon with the
vendor. The agreed cost is entered as the purchase price and cost price on the service item.

Note: The cost that is charged by the vendor can vary for each production order that is sent to the
vendor In Microsoft Dynamics AX 2009, the purchase order and production are linked to each other by
a cost marker (marking), which ensures that the correct cost is applied. If the invoice from the vendor
is received after the production order is ended, the inventory close will ensure that the production
order is updated with the actual cost.
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m Complete BOM calculation {1 - dat) - Item number: BOM, test, Item number: BOM

File Edit Tools Command Help

DEHZXmUR|TEPT(leaddw A O

Orverviem |General I Prices I Tres structure | Costing sheet I Trade agrmk. ’l

Log

Item/'Waork center | Operation | Level | Cost Consumption

S| Servout

Identification of the used item or wark center. ELIR ’E ’E =2 38 4

Note: On the BOM, the service item is set with a line type of Vendor. This ensures that the application
will automatically create a purchase order when the production order is estimated, and it ensures that
the application will create a link between the purchase order and the production order.

A sales order for one item is created and a master planning is run.

B Planned orders (1 - dat) - Item number: Rawz, 00035_079, Directly derived: No, Reference: Planned purchase orders, Number: 00035_079, Plan: MP-1

fle Edt Tools Command Help

NEX (WL RIFTEPT(CMadDPBH DA

verview | General | Setup | Action | Futures | Log | Fiter | B0
tarking [ . | Trem number [ Configuration [ Size | Color | Order date [ Delivery date | Requested date | Req. quantiy [ Unit | vendor [ &[4[ F. - Route |
2| Bom 11282009 | 1/28/2009 1.00 | Pes e
|| rawt 12812009 | 1/28/2009 1.00 | Pes | 3002 =

Inquiries ¥

LI Functions »

»
Ttem name: [Rawz Reference: Planned purchase orders ¥ Purchase guanticy: 1.00 Inventory
wendar:  [Machine Co. Inc. Number: 00035_073 Purchaseunit: | Pes ~ Plans
Statust  Unprocessed From warehouse: Ganitk

a1

lUnit identification. [EuR [dat usr [2 83 4

The three lines are firmed, and the following orders are generated.

Purchase orders
The following purchase order is created by the application for purchasing the raw materials.

BPurchase order 00029_043 , Name Machine Co. Inc. , Item name Raw1 (1 - dat) 1M[=1 E3
File Edit Tools Command Help
0 i X ™ [g = | TE(le@d D NAD
awerview | Genersl | Setup | Address | Delivery | PricaiDiscount | Postings | ther | References | Dimension | Simple

[ Purchase order_ ~ | Vendor account [ Invaice account | Purchass bype | Stabus | Currency | Proect | Blanket order | ] Posting ’|
000238_049
- J Proforma  »
00029_049 urche: e
= Setup b

tnes | General | Setun | Addhess | Guantity | PriceiDiszount | other | Profect | Fixed assets | Dimension Setup () ¢
Functions () ¥
Inquiries (k) ¥
Calculstion () »
Delivery date: |1/2&fznnq 74 Confirmed: [ Inventory (z)  *

Lo LDl

Type of the current purchase [EUR [dat wsr [2 8 4
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The following purchase order is automatically created by the application to carry the cost of the
subcontracted assembly. The purchase order is created automatically when the production order has a
status equal to or greater than Estimated.

l}
BMiPurchase order 00028_049 , Name Electro-House , Item name ServOutsource (1 - dat) =] B3

File  Edt Tools Command Help

DHX| =L F|7EP

[le@apmelPA e

verview | Genoral | Sotup | Address | Delivery | PricefDiscount | Postings | Other | references | Dimension |

Simple

oo 5 3000

00023_049

Purchase order = | vendor account | Invaice account | Purchase type

3000 Purc] der Op

- Posting ¥ |
J Pro farma  »
= Setup b

Furchase order |Open order | ELR

L

Setwp ()

Functions () +|

L« Llv

Delivery date: [ 1/28/2009

T Corfirmed: ]

Calculation (y) »

Invertory () ¥

[Purchase status in terms of receipt and invaicing

Production order

[EvR [dat usr [2 8 4

The following production order is generated to cover the demand from the sales order.

m Production orders (1 - dat} - Production: 0017_074, BOM

File Edit Tools Command

DEHX |®=mQRF|TEP

Help

[l g a D9 A|@]

Cverview |General I Setup I References I Update I Dimension I gom

Production | Item number | Project | Configuration | Warehouse | Status

Remain status

|IdentiFy the warehouse.

The purchase order for the raw materials is invoice updated directly.

Purchase order 1 (P1)

e Item Raw 1 with quantity 1 and unit price USD 4.00

e Item Raw 2with quantity 1 and unit price USD 7.00

The Light Company
Physical inventery by item group

Byon . RE2003

Group tem number tem name Financial quantity Dedusted Recelved an-hand Finansial walue Phrysical value (posted) Physical value (ot posted) Inertory value
* Fawma Bawi Bawi 1.00 1.00 4.00 4.00
* Rawhiat Raw2 Fawz 1.00 1.00 7.00 7.00
ftem group : Fawhial 2.00 2.00 11.00 11.00

Tetal ecourt (@99 .
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| The Light Company
Financial statement

Current value 1/1/2008 -

Account Name 12/31/2008
Balance
01 Raw material 11
0z Finish Goods 0
- Total Inven Total Inventary 1
04 WP Material 0
05 WIP Labar 0
L WIP Overhead 0
Tatal WIP 0
08 Customer deht 0
08 Deferred Customer 0
T Liahilites
010 Accrued Purchase 0
-om endor debt -11
P
S023 Revenue 0
0z0 COGS 0
o Absorb Labor 0
022 Absorb Overhead 0
024 Expense Manufactuing 0
028 Expense Outsource 0

The production order is started, and the raw materials are picked and shipped to the vendor for

assembly.

picking list (1 - dat) - ¥ouches

B Production journal

Fie Edt  Tooks

Digx |mR|

Command  Help

PTeadbmiEA @

Production: | 0018_074 Quarttity: 1.00
Hame:  [BOM Started: | 1.00

Overview | general | Reference | Dimensian |

28,2009, Picking list journal: 0019_075

Yaldate
Post
Log

Date Lot 1D

159 Rawl

Item number | Configuration | Warehouse | Proposal | Consumption

Unit | End | L]

Functions +

Inventory b

. 1/28/2009 | 00246_059 | Rawz 1.00 100 |Pes [
LI Print »
Tkem name: Estimated: Remainder: Started: Released quantity:
IRawl 1.0000 L.o0 1.00
|Post the journal, [Eur [dat uer [22 B
The Light Company
Physical inventory by item group
Ay on _: 12E2005
Group ftem number ttem name Financial quantity Deducted Recelved on-hand Financlal value Physlcal value (posted) Physlcal value Mot posted) Invertory walue
¢ BawMat Rawi Bawi 1.00 1.00 4.00 -4.00
* Bawhiat Fawz Bawz 1.00 1.00 7.00 -7.00
ftem group : Fawbiat 2.00 2.00 11.00 -11.00
Total aceount @0y .: Total posted Inventory .:
The Light Company Page 1
- - 1/28/2009
In process production costing 04:24:14 pm
Cutoff date ;172872000
Item / Operation ¢ Total production
Production Date Type Indirect cost code Quantity/ Time Materials amount Labor amourt Indirect cost amourt amourt
1S 07 AIZE2000 haterial Fanrl 1.00 4.00 4.00
048 074 AFZE/E000 haterial FanZ 1.00 7.00 7.00
Froduction oe 07 11.00 0.00 0.00 11.00
Grand Total 11.00 0.00 0.00 11.00
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The Light Company
Financial statement

Current value 1/1/2009 -

Account Narne 12/31/2008
Balance
01 Raw material 0
02 Finish Goods 0
Total Invenr Total Inventory 0
04 WP NMaterial 11
05 WIP Labar 0
L WIP Overhead 0
Tatal WIP 1"
08 Customer deht 0
08 Deferred Custormer 0
Liahilites
010 Accrued Purchase 0
011 Yendor debt -1
Pl
023 Revenue 0
020 COGS 0
021 Absorb Labar 0
022 Absaorb Overhead 0
024 Expense Manufactuing 0
025 Expense Outsource 0

The vendor returns the assembly item and sends a packing slip along with the goods. The action is to
packing slip-update the purchase order that is related to the service item.

Note: Microsoft Dynamics AX 2009 can be set to automatically update the picking list when updating
the purchase order. If the picking list is automatically updated, the subcontractor cost is immediately

posted to WIP.

|
Bl purchase order 00030_049 , Name Electro-House , Item name ServDutsource (1 - dat) [_ 0[]

Fie Edt Toos Command  Help

DHX®mARFR|TEFT|CaddBaPA O]

Overview |Genera\ | Setup | adaress | Delivery | Frice/Discourt | Postings | other | References | Dimension |

Srple

Pastrg b

|
J Proforma ¥
= Setup ¥

Lines IGeneral | setup | Address | Quantity | FricefDiscount | Other | Project | Fixed assets | Cimension

Setup (b) 3

Ttem number | Configuration | Size | Calor | Warehouse | Batch number | Serial number | Quantity | Unit | Unit price | Discount | Disc. pet.
ServOut 3 1,00 Pes 10,00

Delivery date: |1/z8f2009  Zi  Confirmed: =

Het amount | Ttem name:

Functions @)+

]
=l Inquiries (k) ¥
Calculation () ¥

! PPurchase status in kerms of receipt and invoicing

[EuR Jdat fus (223

[ Production journal lines, picking list {1 - dat) - Youcher: D022_075, 1/28/2009, Picking list journal: 0021_075

Elle Edit Tools Command Help

OEHX|=AR TRTPT(ea BT A @

Production: Quankity ! 1.00

Mame:  [BoM Started: | 1,00

Overview |Genara\ | Reference Dimansinnl

Post

Yalidate
Log

Item number | Configuration | Warehouse | Proposal | Consumption | Unit | End [ L.

[ake Lok IC

Item name: Estimated:

Remainder: Starked: Released quantity:
ServOutsource 1.0000 I 1.00 1.00

:I Functions »

=

LI Inventory ¥
Print. »

|Idant\fy the praduction order.

The Light Company
Physical inventery by item group

i (35

Avon . 1RER00Y

Group Rem number Rem name Finanoial quaniy Deducted Reenied on-nang Financial vaue Pnysical yalue posted) Pnysical value qot postea) Inwentary waie
* Bawhiat Bawi Rawi 100 100 4.00 -4.00
* Rawhiat Bam2 Raw2 100 100 700 700
ftem group : Fawhist 2.00 2.00 11.00 -11.00

Total accoun (ag) Tatal posted invemary
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The Light Company
In process production costing

Page 1
1i28/2008
01:42:32 pm

Cutoff date .; 1¥25/2009
ttem # Oiperation / Tatal production

Production D ate Type Indirect cost code Cluantity/ Time Materials_ amourt Labar amount Indirect cost amourt amount
AR Material Rawl 1.00 4.00 400

A0 Material Ran2 1.00 7.00 7.oo

A0 Material SenvOut 1.00 10.00 10.00

Froduction ..: 21.00 0.00 0.o0 21.00
Grand Total 21.00 0.00 0.00 21.00

The Light Company
Financial statement

Currentvalue 1/1/2008 -

Account Name 12/31/2009
Balance
o1 Raw material 1}
0z Finish Goods 0
Total Inverr Total Inventory o
04 WP NMaterial 21
05 WVIP Labor o
06 WP Overhead 0
Tatal WIF 21
08 Customer debt 1}
08 Deferred Customer 1}
Liahiltes
Accrued Purchase -10
011 Wendor debt -1
Pl
023 Revenue 0
020 COGS il
021 Absorh Labor o
022 Absorh Overhead 1}
024 Expense Manufactuing 1]
023 Expense Qutsource 1]

Note: In this example, the estimated cost is equal to the packing slip cost, so a balance of 0 (zero)

occurs on the expense outsource account.

The production order is reported

The Light Com pany
Physical inventory by item group

as finished.

Avon ;WSRO
Group ftem number ftem name Flnanelal quantity Deducted Recelved on-hand Flnanclal value FPhyslcal value (posted) FPhysleal value (not posted) Inventory value
: 1.00 1.00 21.00 21.00
ftem group 1.00 1.00 21.00 21.00
1.00 1.00 400 -4.00
1.00 1.00 7.00 -7.00
ftem group 200 2,00 11.00 -11.00
Toral aceount @99) ¢ 24.00 Toral posted muentory : 200
The Light Company Page 1
- - 1/28/2009
In process production costing 01:42:32 pm
Cutoff date AFZRA00E
Item / Operation / Total production
Production Date Type Indirect cost code Quantity/Time Materials amourt Labor amount Indirect cost amourt amount.
VI Material Rawl 1.00 4.00 4.00
22000 Material Ranz 1.00 7.00 7.00
UYIAND Material Seniiut 1.00 10.00 10.00
Production 3100 0.00 0.00 21.00
Grand Total 21.00 0.00 0.00 21.00
The Light Compamy Page1
. . . 1/28:2009
Finished items in process 02:07-56 pm
Ason: 1282009
Production Itern number Iterm name Phy=ical date Financial date Quantity Unit Physical cost amount Posted physical value
0012 07d. B0 222000 1.00 Pes 21.00 21.00
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Financial statement

Current value 1/1/2008 -

Account Name 12/31/2009
Balance
01 Raw material ]
o2 Finish Goods Al
Tatal Inven Total Inventary 21
04 WP Material 0
05 WIP Labor 0
06 WAP Overhead 0
Tatal WiF 0
08 Customer debt 0
0g Deferred Customer 0
Liahilites
010 Accrued Purchase -10
on vendar debt -11
Pl
023 Revenue 0
020 COG3 0
021 Absorh Labor 0
022 Absorb Overhead 0
024 Expense Manufactuing 0
023 Expense Outsource 0

The purchase order from the subcontractor is invoice updated, and the production order status is

updated to “End”.

The Light Company
Physical inventory by item group

Avon . aEI0y
Group tem number kem name Financlal quartity Deducted Recelved on-hand Finanzlal value Physlcal value (posted)y Physleal walue (not posted) Inuemtory walue
* EnGoog BOM Bam 1.00 1.00 2100 21.00
fem group : FInGood 1.00 1.00 2100 21.00
Total accoum ([@99) . 2100 Total posted Invemory . 2100
The Light Company
Financial statement
Current value 1/1/2009 -
Account Mame 12/31/2009
Balance
01 Raw material ]
02 Finish Gonds il
Tatal Inverr Tatal Inventary il
04 WIP Material 0
05 WIP Lakor 0
06 WIP Overhead 0
Tatal WIP 0
02 Custorner debt 0
09 Deferred Customer 0
Liahilites
010 Accrued Purchase 0
011 Wendor delt -2
PiL
023 Revenue 0
020 COGs 0
021 Absorb Lahor 0
022 Ahsorb Overhead 0
024 Expense Manufactuing 0
025 Expense Qutsource 0
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