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DESCRIPTION 

When there are transactions that involve inventory cost adjustments and variances, 
AccountMate requires you to assign the GL Account IDs to which these transactions will be 
posted. In the IC Module Setup function, you must provide GL Account IDs in 
the Inventory Adjustments, Cost Variances, Inventory Transfer Variances, 
Inventory Transfer Freight, and Lost Transferred Inventory fields.  
 
Notes:  
 
• The Inventory Adjustments GL Account ID is required in the Inventory Control (IC), 

Sales Order (SO), Accounts Receivable (AR), Purchase Order (PO), and Manufacturing 
(MI) modules.  
 

• The Cost Variances GL Account ID is required in the IC, SO, AR, PO, and Accounts 
Payable (AP) modules. 
 

• Inventory Transfer Freight is applicable only in AccountMate for SQL and Express. 
 

This Technical Note discusses the functions in which AccountMate uses these GL Account 
IDs for posting the inventory adjustment and variance transactions. It also tackles how 
AccountMate calculates the inventory adjustments and variances amounts.  



SOLUTION 

A. Inventory Adjustment 

AccountMate uses the Inventory Adjustments GL Account ID to record transactions 
posted using the Inventory Adjustment, Internal Stock Issuance, Update 
Physical Count, and Change Inventory Cost Method functions. This GL Account ID 
can be used either in the debit or credit side of the journal entry; however, its offsetting 
entry is always the Inventory (Stock) GL Account ID.  

For example: You update the inventory item record to increase the units by 2 at the 
actual cost of $10 each after the physical count. AccountMate will record the adjustment 
as follows:  
 
To record the inventory adjustment that arises from the physical count:  

Inventory (Stock) $20   
    Inventory Adjustments   $20 

 
Notes:  

• The Inventory Adjustment function allows you to use an Inventory 
Adjustment GL Account ID other than the default and a unit cost that is different 
from the item’s actual cost. The actual cost is the system-calculated average cost.  
 

• The Change Inventory Cost Method function is available in AccountMate 8.3 for 
SQL/Express and higher versions. 
 

• The Internal Stock Issuance function is applicable only in AccountMate for 
SQL/Express versions. 

 
B.  Cost Variances  

AccountMate uses the Cost Variances GL Account ID upon receipt of the newly 
purchased inventory using the Receive Goods function if previously the item's on-hand 
quantity balance became negative as a result of over shipment. This usually occurs for 
drop off shipments when you require your vendors to deliver goods directly to your 
customers since the quantity you have on stock is insufficient to fulfill the order. When 
the new units are received, AccountMate will adjust the cost to correct the negative 
balance. 
 
For example: You shipped 12 units of an item that has only 6 units of on-hand quantity 
at a unit cost of $15. AccountMate will reduce the inventory by 12 at $15. When you 
purchased 15 additional units of the item at a cost of $13, AccountMate will record an 
adjustment of $12, calculated as follows:  

Shipped item’s unit cost $15 
New purchases’ unit cost $13 
Variance $2 
Over shipment in units 6 
Total cost variance $12 



 
The cost variance of $12 will be posted to the Cost Variances GL account ID. Refer 
below for the journal entries:  
 
To record the purchase receipt:  

Inventory (Stock) $207   
    Cost Variances   $12 
    Accrued Received Goods   $195 

 
C.  Inventory Transfer Variances 

 
When the IC module is set to transfer inventory At Standard Cost, AccountMate uses 
the Inventory Transfer Variances GL Account ID to post the difference between the 
standard and actual costs. The transfer variance will be posted to this GL Account ID 
when you transfer inventory items from one warehouse to another using 
the Warehouse Inventory Transfer function.  
 
For example: You transferred 5 units with an actual cost of $47 each and a standard 
cost of $45. AccountMate calculates the transfer variance as follows:  

Actual cost per unit $47 
Standard cost per unit 45 
Difference $2 
No. of units transferred 5 
Total transfer variance $10 

 
To record the transfer from the source warehouse at standard cost:  

In-Transit Inventory $225   
Inventory Transfer Variances $10   
    Inventory (Stock)   $235 

 
D.  Inventory Transfer Freight 

AccountMate uses the Inventory Transfer Freight GL Account ID to record freight 
expense incurred during inventory transfers between warehouses. This feature allows for 
a more accurate recording of inventory transfer cost.  
 
Note: The Inventory Transfer Freight field is applicable only in AccountMate for SQL 
and Express. 
 
For example: You transfer from Warehouse A to Warehouse B 8 units of an item with a 
cost of $50, and you incur $10 freight expense for this inventory transfer. AccountMate 
records the transaction as follows:  
 
To record the transfer between warehouses with freight expense:  

 
In-transit Inventory $400   
Inventory Transfer Freight $10   
    Inventory (Stock)   $400 
    Accrued Freight Expense   $10 



E.  Lost Transferred Inventory 

AccountMate uses the Lost Transferred Inventory GL Account ID to post the cost of 
the items lost in transit and therefore not recorded as “received” using the Receive 
Warehouse Transfer Inventory function.  
 
For example: You transferred 10 units and received only 7 units of the item with actual 
cost of $25 each. AccountMate records this transaction as follows:  
 
To record the receipt into the target warehouse and any losses upon transfer at 
actual cost:  

 
Inventory (Stock) $175   
Lost Transferred Inventory $75   
    In-transit Inventory   $250 

 
Provided that the standard cost for the item in the example above is at $30 each, you 
have chosen the transfer to be At Standard Cost. AccountMate records the transaction 
as follows:  
 
To record the transfer from the source warehouse at standard cost:  

In-transit Inventory $300   
    Inventory Transfer Variances   $50 
    Inventory (Stock)   $250 

 
To record the receipt into the target warehouse and any losses upon transfer at 
standard cost:  

 
Inventory (Stock) $210   
Lost Transferred Inventory $90   
    In-transit Inventory   $300 

 
 

This Technical Note provides information that can help you understand the inventory 
adjustment and variance GL Account IDs used in AccountMate. Knowledge of how these GL 
account IDs are being used will enable you to assign the appropriate GL Account IDs when 
you set up the Inventory Control and other related modules.  
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