Balancing Inventory to GL

GL has one or more inventory accounts.  Inventory module has a valuation report.  

Should they equal?  Not likely.  Think of the GL like your bank and Inventory as your records; they must be reconciled.

Why  reconcile?  Inventory should reflect all activity; GL only reflects activity sent to it via posting.  There are a number of discrepancies, some procedural, some time related.

Sales Order:  Sales Order updates inventory and GL at the same time, at the SO post.  But if your GL accounts are not in sync or if your On Hand quantities are negative there are a few problems related to SO.  Negative On Hand should be avoided if possible because this leads to strange average costs.

SO Reminders:

Make sure your accounts are in sync. 
Sell inventory with correct GL inventory account number. 

Do not sell non-inventory items with an inventory GL account number.  (Blank items)
Return inventory items to stock with proper GL inventory account number.

Do not return non-stock items using an inventory GL account number.

Purchase Order:  Purchase Order updates the inventory on receipt of goods on the screen.  PO updates GL upon posting the invoice.  Even if goods and invoices are received at the same time there is some time difference.  For these differences use the Received Goods not Invoice report in PO (Accural Verification Report if accuring).  This needs to be part of the reconciliation.

PO Reminders:

Purchase inventory to a correct GL inventory account number.

Do not purchase non-inventory to an inventory GL account number.

Are you receiving to a prior GL period in inventory?  A message appears.  Answer correctly.
Returns should be handled properly.

Inventory:  Inventory transactions update the inventory immediately.  Inventory updates GL upon posting the transactions.  There causes a time difference.  Physical inventory updates the inventory and GL upon the updating of perpetual inventory (final step) so there is no timing difference. 

IN Reminders:

Make sure inventory is interfaced with GL.

When doing physical inventory make sure it is posted to GL (variances) or book the entries manually.

Did you begin a physical inventory in one GL year and finish in another GL year?

Make sure transfers and transactions are posted in a timely manner.

Print the adjustment logs and post them in a timely manner. (GL Adjustments)

Post before or at month end.

Subsequent transactions can affect prior months-do not post anything into prior months.

