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Inventory Setup
Location Codes

If you store inventory items in different warehouses or geographic locations, you can assign a location code to each location. Each location is then treated separately for purchases, sales, production and transfers. When you use location codes, you must specify the location each time you receive, use, or ship inventory, transfer, or create any transactions that affect inventory quantities.
1. In the Search box, enter Locations, and then choose the related link.
2. Create a new Location card. On the Home tab, in the New group, choose New.
3. On the General FastTab
1. In the Code field, enter a code for the location.
2. In the Name field, enter a name for the location.
3. Complete the address fields. (Optional)
4. In the Contact field, enter a contact for this location. (Optional)
5. Leave the Use as In-Transit box unchecked unless you are setting up a transit location.
6. In the Do Not Use for Tax Calculation field you can choose whether the tax information included in this location record will be used for Sales Tax calculations on purchase documents. If you do not pay sales tax on inventory in this location, leave the box blank. Tax information will instead come from vendor card settings or can manually be entered at time of purchase entry. 
4. On the Communication FastTab all fields are optional.
5. On the Warehouse, Zones and Bins FastTabs are used with the Warehouse module and do not be completed. 

If you want to use zones and bins in your location, you need to set up or convert a location to a warehouse location. Talk to your Vertex support team to discuss this type of set up. 
In-Transit Codes
If you plan to move inventory from one location to another you must set up an in-transit location. To set up this location, follow the steps above and check the box for Use as In-Transit. 
Location Dimensions (cannot find instructions for 2013)
[bookmark: _GoBack]If you track your inventory dollars in the General Ledger by dimension, and if the dimensions correspond to a location, you can set default dimension on the locating. When the location code is selected for any inventory transaction, the default dimensions on the location code will automatically be entered.
For example, if your standard dimensions are branch (division, building) and department (cost center, sub division), and each inventory location corresponds to a single branch and department combination, you can set the default branch and department dimensions on the location. Then when inventory is received or sold, or when production is recorded, the default dimensions on the location code will be added to the transaction.
Using default location dimensions is helpful when you have production floor staff recording inventory transactions. The production staff does not need to remember to add the correct dimensions because the dimensions are automatically entered when they enter the location code.
Important:
· Locations are only used for inventory items. Even if you enter a location for a purchase or sales line that uses G/L Account or Resource, the location dimensions will not be entered on the transaction. The location dimensions will not override the customer or vendor dimensions on the sales or purchase header.
· If you use location dimensions, the location dimensions override all other dimension priorities on inventory transactions. If there are no dimension values on the location, the standard dimension priorities are used.
· If you have advanced dimensions and use the Default Dimension Priorities feature, you must include location dimensions in your priority list. The location dimensions override does not work when you use default dimension priorities.
· If you use location dimensions, you should not put dimension values on inventory items. This could lead to a conflict. The Item dimensions should be set to Code Mandatory with no dimension value.
· Location dimensions should only be used when there is a separate inventory location for each dimension combination.
Inventory Setup
Note: If you enable the Expected Cost Posting to G/L field, or the Automatic Cost Posting field, or the Automatic Cost Adjustment field, then the amount of entries and data detail the system every time you post something will increase. This may reduce the performance of your database considerably.
1. In the Search box, enter Inventory Setup, and then choose the Finance Management related link.
2. On the General FastTab
1. Check the box for Automated Cost Posting if you want the system to automatically post to the inventory account, adjustment account, and COGS account in the general ledger when posting item related transactions. Note: If you use this function you still need to run the Adjust Cost-Item Entries and Post Inventory Cost to G/L batch jobs periodically. If you fail to run these processes, your costs will not be accurate if you do not know the cost of an item at the time of sale (you sell before buying the item).
2. Expected Cost Posting to G/L. If you place a check mark in this field, and there are already expected cost value postings, the program posts these expected-cost value entries to the general ledger the next time you run the Post Inventory Cost to G/L batch job. Expected costs are posted to interim accounts in the general ledger. If you want to post expected costs, you must set up interim accounts for the relevant posting groups.
3. Automatic Cost Adjustment. Because potential cost adjustment during every inbound posting could slow down database performance, this setup field includes time options (see below) so that you can define how far back in time from the work date an inbound transaction can occur to potentially trigger adjustment of related outbound value entries.

When setting a time option for automatic cost adjustment, you should therefore select one that balances your requirements for cost accuracy with the performance level of your database. 

When an item's cost has been adjusted - automatically or manually, a check mark is placed in the Cost is Adjusted field on the item card and on any production order lines for the item.

Choose your selection from the pull down menu. 
1. Never. Costs are never adjusted when posted.
2. Day. Costs are adjusted if posting occurs within one day from the work date.
3. Week. Costs are adjusted if posting occurs within one week from the work date.
4. Month. Costs are adjusted if posting occurs within one month of the work date.
5. Quarter. Costs are adjusted if posting occurs within one quarter of the work date.
6. Year. Costs are adjusted if posting occurs within one year of the work date. 
7. Always. Costs are always adjusted when posting, irrespective of the posting date.
4. Average Cost Calc. Type. Warning: You must choose the type of method very carefully during setup because if you change the contents of this field, all entries concerning items with costing method Average in open fiscal years will have to be readjusted. This may take several hours if your database is large. Choose from the two options.
1. Item. If this option is selected, the program calculates one average cost per item in the company.
2. Item & Location & Variant. If this option is selected, the program calculates an average cost per item for each location and for each variant of the item in the company. This mean that the average cost of this item depends on where it is stored and which variant (color for example) of the item you have selected. 
5. Average Cost Period. Specifies the period of time that you would to use to calculate the weighted average cost of items that use the average costing method. All inventory decreases that were posted within an average cost period will receive the average cost calculated for that period. If you change the average cost period, only open fiscal years will be affected. Choose from: Day, Week, Month, and Accounting Period.
6. Check Copy Comments Order to Shpt box if you want comments entered on the transfer order to carry over to the transfer shipment. 
7. Check Copy Comments Order to Rept box if you want comments on the transfer order copied over to the transfer receipt. 
8. In the Outbound Whse. Handling Time field enter a date formula for the handling time for your company in general. Press F1 with your cursor in the field for more help. 
9. In the Inbound Whse. Handling Time field enter a date formula for the handling time for your company in general. Press F1 with your cursor in the field for more help.
3. On the Location FastTab check the Location Mandatory box if locations are to be selected for each inventory transaction.
4. On the Dimensions FastTab use the pull down arrow and select an Item Group Dimension Code that will be used for product groups in analysis reports. 
5. On the Numbering FastTab select numbering sequences for each applicable field. Note: at the very least you will need to set up Items Nos. The more complex your inventory, the more fields you will need to set up. If using in-transit locations, set up Transfer Order Nos., Posted Transfer Shpt. Nos., and Posted Transfer Rcpt. Nos.  
Inventory Posting Setup
If you have an existing COA this setup will be determined by how you are already classifying inventory (assuming you’re not changing it). If you have one inventory account for all inventories (COA, not dimensions) you could use one code, for example “INV”. If you have multiple inventory COAs, for example finished and raw, you could have a “RAW” and a “FINISHED” code. The goal is to drive your inventory transactions to the correct G/L Account. You also have the opportunity through the use of locations to further define which G/L Account the transaction is posted to.
As an example, you have two physical locations where you store inventory. You have two general ledger accounts for each inventory—10000 and 20000. In the ledger you do not separate out raw or finished items. You can set up one Inventory Posting Group called “INV” with two locations lines: “A” and “B”. In the set up you then drive location A to account 10000 and location B to 20000. 
If you plan on using Bill of Materials further general ledger accounts will need to be setup if not already included in your COA. Depending on the complexity of your processes, you may never actually use these accounts, but the system will stop you from posting if the fields are not filled in. 
· Inventory Account (Interim). You can set up an additional G/L Account or in the set up you can use the main inventory account.  This account is used for the expected costs when transactions are posted. The Interim account is balanced with the inventory account when the item is invoiced.  (Balance Sheet)
· WIP Inventory. This account is debited when you pull inventory into production and then credited when you record the finished item.  (Balance Sheet)
· Material Variance Account. (COGS)
· Capacity Variance Account. (COGS)
· Subcontracted Variance Account. (COGS)
· Cap. Overhead Account. (COGS)
· Mfg. Overhead Variance Account. (COGS) 
1. In the Search box, enter Inventory Posting Groups, and then choose the related link.
2. On the Home tab, New group, select New.
3. In the Code field, enter a code for the posting group. 
4. In the Description field, enter a description of the code. 
5. On the Home tab, Process group, select Setup.
1. In the Location field enter the inventory location, if using.
2. In the Invt. Posting Group Code field enter the appropriate code. 
3. Complete all the remaining columns with the G/L Accounts in which you want these items posted to. 
Gen. Prod. Posting Group
The General Product Posting Group will drive the sales, accounts receivables, and account payables transactions to the general ledger. If you do not use an Item Category Code (see Item Category Codes in this document) to create the matrix between the Inventory Posting Group and the Gen. Prod. Posting Group, you will need to create Gen. Prod. Posting Groups, as needed, to drive your item transactions to the correct general ledger accounts when you purchase or sell the item.  
Item Category Codes
This is an optional code that can be used to further segregate your inventory without having to add additional general ledger accounts. If using a bill of materials for your products this is a good way for separating out your raw and finished inventory. These codes can be used in filtering for information in the system or on reports.
1. In the Search box, enter Item Category and then choose the related setup link.
2. On the Home tab, New group, select New. 
1. In the Code field, enter a code for the item category.
2. In the Description field, enter a description for the code.
3. In the Def. Gen. Prod. Posting Group field enter the posting group that drives sales transactions to the sales general ledger accounts. 
4. In the Def. Inventory Posting Group field enter the inventory posting group appropriate for this line. 
5. Leave the VAT Prod. Posting Group blank.
6. In the Def. Costing Method field enter the costing method you are using for this line. 
Product Group Codes
This is an optional code that can further segregate your inventory in to various classifications. Unlike Item Categories there is no general ledger integration. These codes can be used in filtering for information in the system or on reports. For example, you have an inventory of cleaning supplies and you would like to keep track of which are liquid chemicals, dry chemicals, and paper goods. 
1. In the Search box, enter Product Groups and then choose the related setup link.
2. On the Home tab, New group, select New. 
3. In the Code field enter a code for the product group.
4. In the Description field enter description of the code.
Units of Measure
You can set up multiple units of measure to define how inventory is stored, purchased, and sold. The system thinks in terms of base unit of measure (how it is inventoried) and multiples of the base unit of measure. For example, an item could have a base unit of measure as an “each”, yet purchased in a case of 50 and sold as a package of 5. 
1. In the Search box, enter Units of Measure and then choose the related setup link (there are multiple and they all take you to the same setup).
2. On the Home tab, New group, select New.
3. In the Code field enter the code for the unit of measure. This is the code that will appear on transaction documents and reports. 
4. In the Description field enter a description that further clarifies the code.
Inventory Periods
Creating Inventory Periods
1. In the Search box, enter Inventory Periods, and then choose the related link.
2. Create a new line.
3. In the Ending Date field, enter the last date in the inventory period that you want to define. When the period is closed, you will not be able to post inventory changes before this date.
4. Enter a descriptive name in the Name field. Choose the OK button.
Closing Inventory Periods
1. Before closing an inventory period, run the Adjust Cost – Item Entries batch job to ensure that all cost adjustments are posted. On the Actions tab, in the Functions group, choose Adjust Cost – Item Entries.
Run the Close Inventory Period – Test report to determine if there are any open outbound item entries within the inventory period or any items whose cost has not yet been adjusted.
2. On the Actions tab, in the Functions group, choose Close Inventory Period – Test.
Run the Post Inventory Cost to G/L batch job to ensure that all costs are posted to the general ledger.
3. On the Actions tab, in the Functions group, choose Post Inventory to G/L.
4. In the Inventory Periods window, select the inventory period you would like to close.
5. On the Actions tab, in the Functions group, choose Close Period. After the inventory period has been closed, you cannot post inventory changes before the ending date. The cost of all items must be adjusted with the Adjust Cost – Item Entries batch job before you close the inventory period.
6. Choose the Yes button to confirm that you want to close the period, or choose No to cancel the closing.
7. The inventory period is closed and a confirmation message is displayed when it is finished.

For further information contact Vertex Support at (800) 536-3427 or support@vertexsystems.com. You can also search the HELP files by searching on the topic category above or visit the Microsoft Dynamics NAV library at http://msdn.microsoft.com/en-us/library/hh168347(v=nav.71).aspx (Inventory Valuation) or http://msdn.microsoft.com/en-us/library/hh168119(v=nav.71).aspx (Design Products)
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