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Understanding Accrued Inventory
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This guide explains how to work with accrued inventory. It is intended for advanced
users.

As soon as you receive a shipment of inventoried items, aACE processes the receipt of goods
to make the items available for outgoing orders. However, your team may enter the
vendor's corresponding invoice at a later date. To properly reflect the value of the inventory
that has been received, but has not yet been entered as a payable, aACE can make a
temporary entry to the Accrued Inventory account — a liability account in the general ledger
created for this purpose.

Example of Accrued Inventory

This guide follows a transaction through the system to see how it affects inventory records
and GL accounts.

Items Ordered

Suppose that aACME Education creates and opens a purchase order

(http://aaceé knowledgeowl.com/help/entering-purchase-orders) fOr 100 lab notebooks at $25O each:
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& = 5 Recoed: 1071

Purchase Orders a'

Purchase Order: 60005 | McGullicuddy McGuire-Hall

Mewde Edit# Deleted Print/m  Acions A

05/09/23 oreN @

Purchase Order Details | Managerment Hotices £} Tasks B Emals i Docs i
Vendor | Ship To End Customer + ) Comments and Next Steps
endr = B 9 vendor Reference ShipTo > gind| | ] Q@ ShioType  Expected Date #
MeGullicuddy MeGuire-Hall AACME Education Salutions, Inc. Complete  THD =}
?ﬁm\;‘m 2t Street Ragquined By 1238 Broad Irrennitory Bin
New York, NY 10018 MNew York, NY 10001
Paryment Termes Shipping Terms
Ret 30
Description Additional Info et Step Next Step Date
| PoItems | RFQManagement
Code Description Order Jab Dept Ca Cuantity Uriit Cost Tiotal
* NTBK-011 Lab Natebooks | Journals + Al 100 2.50 250,00 A ©
Subtotal 250.00
Purchasing | Receiving Shipping 0.00
N Tax 0% 0.00
Purchase Qedar Type Priceity P.'\_-i"ﬁ"r Dty ENl.l'lN} FANEACHoN = Currency FA.’h.\!bgi" Rate Tml m.m
osfug/zs ) L Payment Due 250.00 @
Use Tax 0.00
# Dept AI Asgn By AH Asgn To 09 0 Tracking Stabs Fulfiiment Status -:[-
L

At the Inventory Lots module, search for the LIC, then click the Lot number. aACE displays
the entry that has been made to Inventory: 100 notebooks on order. At this point, aACME

Education has neither received nor purchased any of the notebooks, resulting in a zero
liability.

¥ = .
aoe Inventery Lots 2]
& = & Recoed: 110011

Inventory Lot: 60026 A NTBK-011

| Purchase Inventory Lot |

Hotices () Tasks B Emals & Docs &
General Info Serialized Track by Mér Lot
Transaction ID > Dt Office » Code > Code Description Rosference #(5)
PO-G0005 05/09/23 Al NTEZ-011 Lab Notebooks [ Journals
Ordered [ Purchased Ordered | Received
Quankity Each Wl Quantity Wl
Ordered 2.50 250,00 Ordered 250,00
Purchased 000 000 Received 000
Purchased Remaining 250.00 Recsived Remaining 250,00
Accrued Inventory Current Inventory
Quarrity Wz Quarrity Wz
Recefwed o 0.00 Received o 0.00
Purchased ] 0.00 Used ] 0.00
Accrued Inventory ] 0,00 ‘Current Inventory 0 0,00
Inventory COGS Note: The Fst binit Cost i used until e Act Linit Cost s fnad (Le. the releted PO is closed).
Usage ID Trars 1D Trans Date Reference #[5) Quantity Est Unit Cost Tiokal Cost
Used ] 0.00
* 5]
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Items Received
For this example, aACME Educationreceives a partial shipment
http://aaceé.knowledgeowl.com/help/receiving-shipments-from-vendors of ten notebooks:
‘eoe Shipping Log 2]
& cord Hewdp Edt g Dot Pritid  Actions
Shipment: 60022 | McGullicuddy McGuire-Hall 05/09/23 RECEIVED
Incoming Shipment | 1 Motice Tasks G Emals i Docs &
Ship From +* Shipment Info Punchased Description
Ship From 6 e & Type Can Carrier Service Actn
MeGullicuddy MeGuire-Hall Incoming UsPs First-Class Mail
Simon Ship Terms Point Caeviar Trs (PRO) & Pag Dabvary Date
&  05/09/23
Declared Val L 3 H ping Cost F vpe e 10
o 0.00
Packing List
Cosdle escription o rchi Weght Bin Ref #(s
NTBK-011 Lab Notebooks f Journals =4 60005 0 WH-18 i
A& Dept Al-Shipping Asgn To KM

Tracking Status

10
aACE updates the Inventory Lots module to show that they have received ten units (i.e.

assets worth $25.00) that are now available for customer orders. However, aACME has not
received an invoice from the vendor, so zero units have been purchased:
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ene Inventary Lots a'
Inventory Lot: 60026 A NTBK-011 oreN @
Purchase Inventory Lot | Noties TasksBi  Emalsi®  Dosd
General Info Serialized Track by Mér Lot
Transaction I = [iate Office = Code > Code Description Posference #(s)
PO-60005 05/05/23 A NTBK-011 Lab Motebooks [ Journals
Ordered [ Purchased Ordered | Received
Quankity Each Wl WVl
Ordered 100 .50 250,00 Ordered 250,00
Purchased 1] .50 0.00 Recefved 25.00
Purchased Remaining 100 250,00 Ricsived Remaining 225.00
Accrued Inventory Current Inventory
Cuarity Cuarity Wl
Recefwed 10 Received 10 25.00
Purchased ] Used ] 0.00
Accrued Inventory 10 ‘Current Inventory 10 25.00
Inventory COGS Note: The Est Uit Gost i used until the Act Lint Cost i (s (Le. the relited PO s closed).
Usage [D Trars ID Trans Date Reference #(s) Quarbey Est Unit Cost Total Cost
Used o 0.00
* o

The General Ledger also reflects these balances. From the PO, click Admin Actions ( o) ) >
Go to Related General Ledger Entries.

For this example, the Textbook Inventory account shows the debit entry value of $25.00 for
the received notebooks. To accurately reflect the liability, the Accrued Inventory account
carries the balancing credit value of $25.00 for goods not yet purchased:
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‘so® General Ledger -

& = & Record: 1of2 Delete Printi@  Actions 3

General Ledger s s acount o

a-
B Account Transaction 1D Date Office Dept Code ©L Order PO Deebit Credit  Debit Balance Status
1307 | Textbook Inventory
= 137 = PO-G00OS & 05093 AL Al > NTBE-011 > 60005 @ 25.00 OPEN .ﬂ"-
1307 | Textbook Inventary “mw 25.00
2104 | Accrued Inventory
> 2104 > PO-G0005 # 050923 Al Al > NTBK-011 > 60005 C:D 25.00 CR. OPEN .ﬂ' -
2104 | Accrued Invenitory = 25.00 €R
LList Totals 25.00 25.00 000
Show All Constrain ta B/S Accounts | Constrain to IfS Accounts | Constrain to Inventoried ftems |~ Omit Invenicried Tems |~ More Finds » Refated Reconds v ﬂ[-

Items Purchased

aACME Education has received an invoice from the vendor, and can now processes the
purchase record for the ten received notebooks. (Note: If needed, they could also record
any transportation charges in the +Freight column, helping to track the landed cost

(http://aaceé.knowledgeowl.com/help/configuring-landed-cost) for the notebOOkS.)
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ese Purchases a'
& Record: 1 of 1 Mewdp Edit# Delete Printis  Actions

Purchase: 60009 ' McGullicuddy McGuire-Hall 05/09/23 oPeN @
| purchase Details | Natices Tasks[G  Emolsi  Dosd

Vendor i Description ) Payment © ts

Vendar = @ Vender Inv # Irw Dste

MeGullicuddy MeGuire-Hall 3495 @ 05023

;zmwmdm Faymert Terms Pur Order > ~

New York, NY 10018 Net 30 50005 Additional Info

Paymert Due Pmint Expected

06/08f23 De/oBf2r

Purchase Items

Code GLACt  Description Purchase Order Job Department Unit Cost Total Freight
= NTBE-011 1307 Lab Notebooks / Journals: = GO005 Al .50 2500 000 2

Subtotal 25.00 0.00
| Disbursements | Adjustments Refunds FI'EI;I‘_\‘t 0.00
L L . Shipping Exp 0.00
Disbursement Duate i Paryren Rl Aot Tax 0% D-m.
Total 25.00
Balance 25.00 100%

. Sugg Disc 0.00
Use Tax 0.00:

# Dept A Asgn To D) 1 Tracking Siatus Fcur Trarsaction > -:}

aACE updates the Inventory Lots module from this purchase, noting that the liability has
moved from Accrued Inventory to the Accounts Payable account.

r = %
oe Inventary Lots B

®
8= % meoet: 11011

Inventory Lot: 60026 A NTBK-011 oPeN @
J. Purchase Inventory Lot | Notices Tasks 05 Emals B Docs
General Info Serialized Track by Mér Lot [ |
Transaction I > et Office > Code > Code Description Rosference #(5)
PO-G0005 05/09/23 Al NTEZ-011 Lab Notebooks [ Journals
Ordered [ Purchased Ordered | Received
Quankity Each Wl Quantity Wl
Ordered 100 2.50 250,00 Ordered 100 250,00
Purchased 10 .50 25.00 Recebved 10 25.00
Purchased Remaining a0 225.00 Recaived Remaining 90 225.00
Accrued Inventory Current Inventory
Wi Quasiity Wi
Received 25.00 Recehved 10 25.00
Purchaged 25.00 Used o 0.0
Accrued Inventory 0.00 ‘Current Inventory 10 25.00
Inventory COGS Note: The Est binit Cost i used until ihe Act Linit Cost i finad (Le. the related PO is closed)
Usage ID Trars 1D Trans Date Reference #[5) Guantity Est Unit Cost Tiokal Cost
Used ] 0.00
* o)
ps

Navigate back to the General Ledger and locate the related records. It now shows the three
pairs of entries that kept aACME's accounts balanced throughout the transactions:
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1. Entries for the accrual (highlighted in green ovals) — These represent goods received,
but not yet paid for. They increase both the inventory asset account and accrued
inventory liability account.

2. Entries for the purchase (highlighted in purple rounded-boxes) — These increase both
the inventory asset account and accounts payable liability account.

3. Entries reversing the PO (highlighted in red boxes) — The previous entries were
temporary values pending the purchase of the goods, so these entries reverse the initial

set.
‘eoe General Ledger 2]
8 = % mecoed: 1006 ] Dolete Priet/d  Actions A
General Ledger sy aceunt o
5/9/2023 B~
B Account Transaction 1D Date Offlce Dapt Code Order PO Dbt Credit  Debit Balance Status
1307 | Textbook Inventory
» 1307 > PO-60005 # 050 A Al > WTBE-B11 > BOODS @ 500 opEN i A -
> 1307 = PUR-60D0S # 05093 Al Al » WTBK-D11 > 80005 [ 25.00 | %00 open ) A -
> 1307 = PO-60005 # osar Al A - NTBK-011 > BO00S I;m 200cR oren @ A -
1307 Textbook Irventary 50.00 25.00 25.00
2101 | Accounts Payable
> 2101 > PUR-B000% # ososer A Al > BOOOS (2500 moocR oren i A -
2101 | Accounts Payable 25.00 25.00 CR
2104 | Accrued Inventory
» 2104 = PO-60005 # 0500 A Al > WTBE-B11 > BO0OS Wo0cR oPEN i A -
= 3104 = PO-BO00S # o5eey Al Al > WTBE-O11 > BO0O% [2500] w00 open i A -
2104 Acerued Inwertony 500 25.00 0.00
List Tatals 7500 75.00 0.00

Show All | Constrain to B/S ACounts Constrain to I/S Accounts | Constrain to Inventoried Mems | Omit Inventoniad [tems ~ More Finds v Refatad Reconds v ﬂ-

Summary

The accrued inventory balance reflects the value of the difference between goods received
and goods purchased. For POs where the quantity purchased matches the quantity received,
the balance in the Accrued Inventory account will be zero.

Additionally, if you manually close a partially filled PO, you tell aACE that no additional
purchasing is going to occur. aACE will then zero out any remaining accrued inventory
balances.

Configuring Accrued Inventory Settings

Powered by aACE | 7



aACE Software

To activate the Accrued Inventory feature, navigate from Main Menu > Accounting >
Accounting Preferences > Chart of Accounts. At the Balance Sheet Accounts tab, click Edit.
From the Liabilities section, click the Accrued Inventory dropdown list and select the

correct account. Click Save.

aoe

Agcount Preferences a'

aACE Accounting Preferences

Billing & Payment Terms

Code Designations Currency Conversion Period Management

Chart of Accounts | Accounting Settings
| Balance Sheet Accounts Income Statement Accounts
Assets

Offices

Undeposited Funds - Cash/Onicis =

1130 Undeposited Funds - Cash/Checks
Undeposited Funds - Credit Card >

1121 Undeposited Funds - MCfVisa
Undeposited Funds - Debit Card >

1123 Undeposited Funds - Debit Card
Undeposited Funds - ACH »

1124 Undeposited Funds - E-Check
Default Disbursement (Bl Payment) Aocount =
1115 Cash Checking (Al

Marchant Bank Account >

1115 Cash Chedking (AI)

Acoourts Receivabie (A/R) >

1202 Accounts Recetvable

Default Invertory Atcount >

1301 Uncategorized Inventory

Liabilities

Acgounts Payable (AF) >

2101 Accounts Payable
Commissions Fayabie »

2106 Commissions Payable

Averued Irwentory =

2104

1601 Uncategorized Other Assets
1E05 Inventory Trades
1810 Vendor Deposits

2106 TH Fayab
2151 Katle C - AMEX
e Current Year Earnings
Retsined Earmings >

3900 Retained Eamings

Miote: Trandbctions assurme this Chart of Accounts i set up comectly; the: validation procisses do ol validate theds pooounts.

=N - B

To deactivate Accrued Inventory, clear the selection from this dropdown list and click Save.
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