OSAS

Purchase Order

PO Month End Accrual 

When PO’s are received the inventory is updated immediately.  

When PO’s are received the General Ledger accounts for inventory are not updated until the invoice is posted which could be a few days to a few weeks after the PO is received.

This is the reason the inventory in GL does not match the valuation report from inventory.

When physical inventory is done the items counted have been received in inventory which shows on the valuation report but only those items that have been invoiced through PO show in the GL inventory.

Remedy:

At month end in PO or any time a physical inventory is done, run a Goods Received/Invoiced Report to show amount received but not invoiced.  (RCG has written an updated version of this report, Goods Received Not Invoiced, to show only those line items received but not invoiced in detail and then in summary form so a journal entry can be done * modification available for purchase).

This gives you two pieces of information:


1-You have a list of all items with PO numbers, dates, vendor, and amounts that have been received (and are now showing on the inventory valuation report) but not yet invoiced (which means the inventory GL account has not been hit).  The summary portion of the report shows your accrual journal entry.


2-You have a list of old PO’s and inventory items that have been received but not invoiced and may need to be corrected.

The accrual each month would be a debit to the inventory acct and a credit to an account called AP accrual. 

The next month this entire journal entry would be reversed and a new accrual journal entry would be entered.

