
live.dynamicscon.com



Un d e rs t a n d in g  In ve n t o ry  Va lu e .

Pre s e n t e d  b y :
Brit t a n y  Bu rke  & La u re n  Wo o ll

Ca f2Co d e  LLC

Le t ’s  Ge t  Ph y s ic a l, o r  Fin a n c ia l.



Who are we?
Lauren Wooll
Solutions Architect

Brittany Burke
Solutions Architect

• Ma s te rs  in  Ac c o u n tin g

• En jo y tra c in g  fin a n c ia l tra n s a c tio n s  
th ro u g h o u t a ll fu n c tio n s  in  D36 5

• Blo g : D36 5  with  Britta n y

• DUG Me e tu p  Le a d e r

• Ba c h e lo rs  in  Re ta ilin g

• Ke e n  u n d e rs ta n d in g  o f p ro d u c t a n d  
in ve n to ry m a n a g e m e n t in  D36 5

• Lo ve s  d o g s

• Pla ys  s o c c e r

http://www.d365withbrittany.com/


• In ve n to ry Va lu e
• Wh a t is  In ve n to ry Va lu e ?
• Wh y is  it  im p o rta n t?
• Op e ra tio n a l Pro c e s s e s  a n d  Fin a n c ia l Co n fig u ra tio n
• Ph ys ic a l In ve n to ry Va lu e
• Fin a n c ia l In ve n to ry Va lu e

• In ve n to ry Life c yc le
• Va lu a tio n  Me th o d s
• Re c a lc u la tio n  a n d  Clo s in g
• In ve n to ry Va lu e  An a lys is  a n d  Re p o rtin g
• Qu e s tio n s

Ag e n d a



Th e  m o n e t a ry  a m o u n t  a s s o c ia t e d  w it h  in ve n t o ry  a t  t h e  
e n d  o f a n  a c c o u n t in g  p e rio d . Th is  va lu a tio n  is  b a s e d  o n  th e  
c o s ts  in c u rre d  to  a c q u ire  th e  in ve n to ry a n d  g e t it  re a d y fo r 
s a le .

In v e n t o ry  Va lu e

Wh a t is  In ve n to ry Va lu e ?



• Alig n m e n t b e twe e n  Fin a n c e  a n d  Op e ra tio n s  is  c rit ic a l to  
e n s u re  a c c u ra te  in ve n to ry va lu e  a n d  GL re p o rtin g .

• Th e  c o rre c t o p e ra tio n a l p ro c e s s e s  a re  ju s t a s  im p o rta n t a s  
c o rre c t fin a n c ia l c o n fig u ra tio n .

In v e n t o ry  Va lu e
Wh y is  In ve n to ry Va lu e  Ma n a g e m e n t Im p o rta n t?



Op e ra t io n a l Pro c e s s e s

• An y p ro c e s s  th a t re s u lts  in  th e  p u rc h a s e , c o n s u m p tio n , p ro d u c tio n  o r s a le  o f 
in ve n to ry

• Exa m p le s : Pu rc h a s e  Ord e r, Pro d u c tio n  Ord e r, Sa le s  Ord e r, In ve n to ry J o u rn a ls  
(Co u n tin g , Ad ju s tm e n t, Mo ve m e n t, e tc )

Fin a n c ia l Co n fig u ra t io n

• Po s t in g  Ty p e s
• De fin e s  th e  m a in  a c c o u n t re la te d  to  a  s p e c ific  tra n s a c tio n  s te p
• A s in g le  vo u c h e r will h a ve  m o re  th a n  o n e  p o s tin g  typ e

• Po s t in g  Pro file s
• Th e  c o lle c tio n  o f p o s tin g  typ e s  fo r a n  ite m , ite m  g ro u p , o r le g a l e n tity th a t 

c o n tro l h o w th e  s u b le d g e r tra n s a c tio n s  a re  c o n ve rte d  in to  m a in  a c c o u n t 
p o s tin g s

Fin a n c e

Op e ra t io n s

In ve n t o ry  
Va lu e

In v e n t o ry  Va lu e



• Th e  va lu e  th a t a n  ite m  h a s  to  a n  o rg a n iza tio n  a s  it  s its  in  a  s ite  a n d  wa re h o u s e .

• Th is  is  th e  va lu e  a n  o rg a n iza tio n  d e fin e s  b a s e d  o n  th e  va lu e  it  h o ld s  d u rin g  d iffe re n t 
p h a s e s  o f its  life .

• Exa m p le s  in c lu d e :
• A fin is h e d  g o o d , o n  its  o wn
• Ra w m a te ria l a s  a n  in p u t fo r m a n u fa c tu rin g
• Ma n u fa c tu re d  g o o d -  c a lc u la te d  b a s e d  o n  h o w it  wa s  p ro d u c e d  a n d  va lu e d  

in te rn a lly

In v e n t o ry  Va lu e
Ph ys ic a l In ve n to ry Va lu e



Pro d u c t In fo rm a tio n  Ma n a g e m e n t>Pro d u c ts >Re le a s e d  Pro d u c ts

In v e n t o ry  Va lu e
Wh e re  is  Ph ys ic a l In ve n to ry Va lu e  Fo u n d ?
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In v e n t o ry  Va lu e
Wh e re  is  Ph ys ic a l In ve n to ry Va lu e  Fo u n d ?



• Th e  re a l c o s t  p ric e  d e te rm in e d  b y d yn a m ic s  u s in g  th e  c h o s e n  fin a n c ia l a c c o u n tin g  
m e th o d  

• Th is  c a n  o n ly b e  a d ju s te d  d u rin g  th e  c lo s in g  a n d  a d ju s tm e n t p e rio d s

• Es t im a t e  u n til in ve n to ry c lo s e  is  ru n  & va lu e  o p e n = n o

• De p e n d in g  o n  th e  m e th o d  c h o s e n -  th e  fin a n c ia l c o s t  c a lc u la t io n  d iffe rs , b u t in  th e  
e n d  will b e  th e  t ru e  c o s t  o f th e  g o o d  a t th a t g ive n  tim e  b a s e d  o n  a ll th e  c o s ts  o r s te p s  
in c u rre d  u p  u n til th is  p o in t o f s a le s  o r m a n u fa c tu rin g  c o m p le tio n

• Th is  fin a n c ia l c o s t is  th e  p ric e  th a t is  d e te rm in e d  a t th e  e n d  o f a  m a n u fa c tu rin g  
p ro c e s s , o r a t  th e  tim e  o f in vo ic in g

In v e n t o ry  Va lu e
Fin a n c ia l In ve n to ry Va lu e



In v e n t o ry  Va lu e
Fin a n c ia l In ve n to ry Va lu e  –  Va lu e  Op e n



Pro d u c t In fo rm a tio n  Ma n a g e m e n t>Pro d u c ts >Re le a s e d  Pro d u c ts
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In v e n t o ry  Life c y c le



• Pro d u c tio n  Ord e rs
o Re p o rt a s  Fin is h e d  

In v e n t o ry  Life c y c le
Pro d u c tio n  Ord e rs



• Pu rc h a s e  Ord e r/ In ve n to ry Re c e ip t:
o “Brin g in g  in  in ve n to ry”- p lu s  to  in ve n to ry

In v e n t o ry  Life c y c le
Pu rc h a s e  Ord e rs



In v e n t o ry  Life c y c le
Pu rc h a s e  Ord e rs



• Sa le s  Ord e r/ In ve n to ry is s u e : Op p o s ite  s id e  o f th e  c o s tin g  c yc le  fro m  in ve n to ry re c e ip t
• Exa m p le s  in c lu d e :

o Pa c kin g  Slip s
o Co n s u m p tio n -  o r “m in u s  to  in ve n to ry”

In v e n t o ry  Life c y c le
Sa le s  Ord e rs



In v e n t o ry  Life c y c le
Sa le s  Ord e rs



In v e n t o ry  Life c y c le



• In ve n to ry tra n s fe r: In ve n to ry c a n  h o ld  a  d iffe re n t va lu e  d e p e n d in g  o n  yo u r a c c o u n tin g  m e th o d , 
a n d  ite m  p ric e  s e t u p .

• If a n  ite m  c a n  b e  va lu e d  d iffe re n tly b a s e d  o n  lo c a tio n

• Wh e n  a  tra n s fe r o rd e r is  re c e ive d  in to  its  n e w d e s tin a tio n -  th e re  will b e  a  va lu e  a d ju s tm e n t to  th e  
ite m s  b a s e d  o n  its  n e w lo c a tio n .

In v e n t o ry  Life c y c le
In ve n to ry Tra n s fe r



In v e n t o ry  Va lu a t io n  
Me t h o d s



• FIFO –  Firs t  In  Firs t  Ou t
• Th e  firs t  ite m s  re c e ive d  a re  th e  firs t  s o ld , a n d  th e  c o s ts  o f ite m s  o n  a  s a le s  o rd e r a re  

th e  o ld e s t ite m s  in  in ve n to ry, b a s e d  o n  th e  fin a n c ia l d a t e  o f th e  in ve n to ry tra n s a c tio n .
• In  D36 5  F&O, FIFO d o e s  n o t  h a ve  a  m e th o d  b y wh ic h  th e  va lu e  is  b a s e d  o n  th e  

t ra n s a c t io n  d a te .
• LIFO –  La s t In  Firs t  Ou t

• Th e  la s t  ite m s  re c e ive d  a re  th e  firs t  s o ld , a n d  th e  c o s ts  o n  a  s a le s  o rd e r a re  th e  n e we s t 
ite m s  in  in ve n to ry, b a s e d  o n  th e  t ra n s a c t io n  d a t e  o f th e  in ve n to ry tra n s a c tio n  a s  o f 
th e  e n d  o f th e  p e rio d

• LIFO Da t e  –  La s t In  Firs t  Ou t b y Da te
• Like  LIFO, th e  la s t  ite m s  re c e ive d  a re  th e  firs t  s o ld  –  b u t in  th is  c a s e , b a s e d  o n  th e  

fin a n c ia l d a t e  o f th e  in ve n to ry re c e ip t a s  o f th e  fin a n c ia l d a te  o f th e  in ve n to ry is s u e

Ho w to  Ch o o s e  th e  Ap p ro p ria te  Me th o d
In v e n t o ry  Va lu a t io n  Me t h o d s



• We ig h t e d  Av e ra g e
• We ig h te d  a ve ra g e  is  th e  s u m  o f a ll in ve n to ry c o s ts  d u rin g  th e  p e rio d , d ivid e d  b y th e  

q u a n tity o f in ve n to ry re c e ive d  a s  o f th e  c lo s in g  d a te , p lu s  a n y o n - h a n d  in ve n to ry fro m  
th e  p rio r p e rio d .

• All is s u e s  in  th e  p e rio d  a re  a d ju s te d  s o  th e y h a ve  th e  s a m e  a ve ra g e  p ric e

• We ig h t e d  Av e ra g e  Da t e
• We ig h te d  a ve ra g e  d a te  is  c a lc u la te d  fo r e a c h  d a y in  th e  p e rio d
• All is s u e s  fo r e a c h  u n iq u e  fin a n c ia l d a te  a re  a d ju s te d  s o  th e y h a ve  th e  s a m e  a ve ra g e  

p ric e
• Ea c h  c a lc u la tio n  u s e s  th e  p rio r d a y a s  th e  s ta rtin g  in ve n to ry c o s t

In v e n t o ry  Va lu a t io n  Me t h o d s
Ho w to  Ch o o s e  th e  Ap p ro p ria te  Me th o d



In v e n t o ry  Va lu a t io n  Me t h o d s

• Mo v in g  Av e ra g e
• Mo vin g  Ave ra g e  is  a  p e rp e tu a l m e th o d  wh e re  c o s ts  o f in ve n to ry is  b a s e d  o n  th e  p u rc h a s e  re c e ip t, 

n o t in vo ic e  like  a ll o th e r m e th o d s
• If th e re  is  a  d iffe re n c e  in  c o s t b e twe e n  th e  p u rc h a s e  re c e ip t a n d  in vo ic e , –  th e  d iffe re n c e  is  

p ro p o rtio n a lly a d ju s te d  (c a p ita lize d )  to  th e  c u rre n t p ro d u c ts  in  s to c k a n d  a n y re m a in d e r is  
e xp e n s e d

• If b a c kd a tin g  o c c u rs , th e  d iffe re n c e  in  c o s t is  e xp e n s e d  a n d  th e  m o vin g  a ve ra g e  c o s t is  u n a ffe c te d
• St a n d a rd  Co s t

• Extre m e ly p re d ic ta b le  –  a n  in itia l s ta n d a rd  c o s t is  s e t  a s  th e  a c tive  c o s t. Th e  a c tive  c o s t c a n  b e  
c h a n g e d  a s  n e e d e d . All re c e ip ts  a n d  is s u e s  a re  va lu e d  a t th e  s a m e  c o s t b a s e d  o n  th e  a c tive  c o s t

• Th e  Ca v e a t
• If u s in g  Pro je c t m a n a g e m e n t a n d  a c c o u n tin g , a ll p ro je c t tra n s a c tio n s  a re  va lu e d  u s in g  We ig h t e d  

Av e ra g e  re g a rd le s s  o f th e  m e th o d  s e tu p  o n  th e  ite m .

Ho w to  Ch o o s e  th e  Ap p ro p ria te  Me th o d



Re c a lc u la t io n  a n d  Clo s in g



Re c a lc u la t io n  a n d  Clo s in g
In ve n to ry Re c a lc u la tio n

Me t h o d s  Th a t  Re q u ire  In v e n t o ry  Re c a lc u la t io n / Clo s in g
• FIFO
• LIFO
• LIFO Da te
• We ig h te d  Ave ra g e
• We ig h te d  Ave ra g e  Da te

Me t h o d s  Th a t  Do  No t  Re q u ire  In v e n t o ry  Re c a lc u la t io n / Clo s in g
• Mo vin g  Ave ra g e
• Sta n d a rd  Co s t

Ph y s ic a l v s . Fin a n c ia l
• On ly fin a n c ia lly  p o s te d  in ve n to ry tra n s a c tio n s  a re  c o n s id e re d  d u rin g  in ve n to ry 

re c a lc u la tio n  a n d  c lo s in g  ( tra n s a c tio n s  a re  in vo ic e d / fin a lize d )



• Fre q u e n c y o f re c a lc u la tio n  c a n  va ry
• Ho w fre q u e n tly d o  yo u  wa n t to  s e e  a d ju s tm e n ts  fro m  c o s tin g  h it  th e  GL?
• Ho w o fte n  d o e s  th e  q u a n tity o f a n  ite m  g o  to  ze ro ?

• At th e  e n d  o f t h e  p e rio d , in ve n to ry va lu e  fo r a  g ive n  m e th o d  is  th e  s a m e , re g a rd le s s  o f 
th e  fre q u e n c y o f th e  in ve n to ry re c a lc u la tio n . Th e  q u e s tio n  b e c o m e s  d o  yo u  wa n t yo u r 
in ve n to ry va lu e  u p d a t e d  e a c h  d a y  o r a t  th e  e n d  o f t h e  m o n t h  in  re la tio n  to  GL 
b a la n c e s ?

• Clie n ts  wh o  d o n ’t re c a lc u la te  re g u la rly m a y s e e  d ra m a tic  va ria tio n s  in  GL b a la n c e s  
th ro u g h o u t th e  m o n th

Re c a lc u la t io n  a n d  Clo s in g
In ve n to ry Re c a lc u la tio n



In ve n to ry m a n a g e m e n t > Pe rio d ic  ta s ks  > Clo s in g  a n d  a d ju s tm e n t

Re c a lc u la t io n  a n d  Clo s in g
In ve n to ry Re c a lc u la tio n



Re c a lc u la t io n  a n d  Clo s in g
In ve n to ry Clo s e

Inventory management > Periodic tasks > Closing and adjustment



In ve n to ry m a n a g e m e n t > Pe rio d ic  ta s ks  > Clo s in g  a n d  a d ju s tm e n t

Re c a lc u la t io n  a n d  Clo s in g
In ve n to ry Ad ju s tm e n t



In v e n t o ry  Va lu e  An a ly s is  a n d  
Re p o rt in g
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In ve n to ry m a n a g e m e n t > In q u irie s  a n d  re p o rts  > Tra n s a c tio n s

In v e n t o ry  Va lu e  An a ly s is  a n d  Re p o rt in g
In ve n to ry tra n s a c tio n s



In v e n t o ry  Va lu e  An a ly s is  a n d  Re p o rt in g
Vo u c h e r tra n s a c tio n s



In v e n t o ry  Va lu e  An a ly s is  a n d  Re p o rt in g
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Vo u c h e r tra n s a c tio n s  –  Orig in a l Do c u m e n t
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In v e n t o ry  Va lu e  An a ly s is  a n d  Re p o rt in g
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Ac c o u n tin g  So u rc e  Exp lo re r
In v e n t o ry  Va lu e  An a ly s is  a n d  Re p o rt in g
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Au d it Tra il
In v e n t o ry  Va lu e  An a ly s is  a n d  Re p o rt in g
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In ve n to ry m a n a g e m e n t > Pe rio d ic  ta s ks  > Clo s in g  a n d  a d ju s tm e n t

Ad ju s tm e n ts  Re p o rt
In v e n t o ry  Va lu e  An a ly s is  a n d  Re p o rt in g



Se ttle m e n ts
In v e n t o ry  Va lu e  An a ly s is  a n d  Re p o rt in g

In ve n to ry m a n a g e m e n t > Pe rio d ic  ta s ks  > Clo s in g  a n d  a d ju s tm e n t



Qu e s tio n s ?

Le t ’s  Ge t  Ph y s ic a l, o r  Fin a n c ia l.
Un d e rs t a n d in g  In v e n t o ry  Va lu e .

Britta n y Bu rke
So lu tio n s  Arc h ite c t

Ca f2Co d e  LLC
Britta n y@Ca f2Co d e .c o m

D36 5 with Britta n y.c o m

La u re n  Wo o ll
So lu tio n s  Arc h ite c t

Ca f2Co d e  LLC
L.Wo 21@Ca f2Co d e .c o m

Th a n k  Yo u  fo r At t e n d in g !

mailto:Brittany@Caf2Code.com
http://www.d365withbrittany.com/
mailto:Brittany@caf2code.com
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