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SUMMARY 

This article explains Improvement 025 and answers common questions that have been received from Partners and Customers. The costing issues addressed in Improvement 025 have been applied to the North American Microsoft Business Solutions Navision Edition Version 3.70 release. 

MORE INFORMATION

Question 1: Can we be provided with more specific documentation related to the permanent anomalies in Average Costing? 
Answer: The reason the term "Permanent Anamolies" is used relates primarily to the fact that Sales Statistics are never updated. The Customer Posted Invoice History, and therefore the Customer Statistics, are never updated. The Sales Profitability is permanently skewed because Adjust Cost does not correct the Unit Cost that was used on the Sales Invoice. This can be a significant issue for many customers, especially with the cost calculation being out of normal range and commissions based on profitability rather that gross sales dollar amounts. 

On a more theoretical level, a permanency of variance from an accurate cost could also occur if Invoicing does not take place for long periods of time for an item and that item is being purchased continuously where an inflationary (or deflationary) period exists for the item. The Item may never "catch up" and correct with invoicing being delayed significantly. If an Item is continuously in a negative invoiced status, the cost will never be adjusted fully and therefore the anamoly would never be corrected. Again, this occurs where an Item is consistently Purchased and significant delays occur between receiving and invoicing in an inflationary (or possibly deflationary) period. 

Question 2: Are there specific times the errors occur? We are looking for any specific situations reported by other partners, customer, and/or known by Navision. 
Answer: The underlying issues stem primarily from situations when Receipt and Invoice is significantly different as discussed in Question 1. Delays in Purchase Invoicing result in timing differences that create some significant swings in cost under certain conditions. The reason is that the Average Cost flow field, which affects the Unit Cost in Average, FIFO, LIFO, and Specific costing methods, only calculates using Invoiced Value and Invoiced Quantity transactions. See document attached with scenarios reported to Navision Denmark Development. The problem is especially significant when Item Charges are used or when Invoiced quantity is reduced to a negative level. See the Specific Test Scenarios at the end of this document. 

Question 3: Does the Adjust Cost Item Entries routine correct any of the average cost anomalies? 
Answer: Yes - for G/L purposes. The correction occurs because Adjust Cost Item Entries will eventually adjust the cost. However, this does not affect Sales Statistics nor will it completely fix the specific situations above where the a continuous negative invoiced quantity situation exists. 

Question 4: Does 370 have the same problem? 
Answer: Microsoft Business Solutions Navision Edition Version 3.70 release includes a preliminary fix. The North American Development team customized the 3.70 release before the August 1 release date to fix the problems. This involved customizing Improvement 025 changes to apply them to the 3.70 database. 

Question 5: We noticed the Average Cost field on the Item card is no longer visible in 370 nor in 3.60 with Improvement 025. 
Answer: This involved removing the Average Cost flow field, which was only reflecting Invoiced Value and Quantity in the Average Cost Calculation. As discussed above, only including invoice value and invoice quantity in calculating average cost resulted in the skews. Now, Expected Cost or Invoiced Cost is included for every Item Ledger Entry, depending on which is available. (For example, if a PO Receipt is completed but not the invoicing, the Expected Cost Value Entry and Quantity will be used in the calculation of Average until Invoicing occurs. Once Invoicing occurs, the Expected Cost Value Entry is replaced by the Actual cost entry.) 

Question 6: When will the permanent solution be available? 
Answer: Microsoft Business Solutions Development in Denmark will release a permanent fix within the next month that will involve some level of redesign of the costing calculation routine. A permanent fix will follow for each Version of Navision Attain back to Version 3.01. 

Detailed Recreation Steps and Documented Results: 
The following are a battery of tests to be performed in order to document and test the costing problems. 

Test Case 1 - Fundamental Costing

1. Create two new items by copying item C-100; use 11FIFOTEST and 12AVERTEST. Make sure that you change the costing method to average on the 12AVERTEST. 

2. Create a P.O. for quantity of 1 at $5.00 for both items and post a receipt. 

3. Create a S.O. for quantity of 1 for both items, then ship and invoice. (Note that the average cost for the FIFO item is now $5.00 and for the Average item it is 0.) 

4. Create a P.O. for quantity of 2 for both items at cost of $10.00 receive and invoice both items. (Note that the average is now $15.00 for the FIFO item and the average for the Average item is now $20.00.) 

5. Go into the value entry table and copy the entries based on filtering for these two items into an Excel spreadsheet. Insert a running cost column based on the Cost Amount Actual and insert a running quantity column for the Invoiced Quantity. Then create a third column that is the average based on dividing the running cost by the running quantity and you will see the average at each stage of the transaction. 

6. Running the Adjust Cost fixes the problem for the Average Cost item since it now displays $10.00 but the problem still remains for the FIFO item in that it still displays the $15.00 which is still outside the range of all the purchases. 

Test Case 2 - Invoiced Item Charges assigned to received quantity.

1. Create 2 new items based on the same format as in Test Case 1; use 21FIFOTEST and 22AVERTEST. 

2. Create a P.O. for quantity of 100 for both items at a unit cost of $5.00 and receive all 100 for both items. 

3. Create a P.O. with 2 item charge lines for quantity of 100 at a unit cost of $100. Assign both lines of the item charges to both receipts created in step 2 separately but equally. Receive and invoice this P.O. 

4. Change the quantity to invoice to 50 on both lines and then invoice both lines on the P.O. in step 2. 

5. Note that for both of the items the average cost and unit cost are overstated at $205.00 instead of $105.00. 

6. Create a New Sales Order for 50 of each Item. 

7. Confirm that the Unit Cost (LCY) (In US Version = Unit Cost ($)) field is 205.00 for both. 

8. Post Shipment and Invoice all 50 Items. 

9. Review Item card and Inventory Valuation Report. The Item Card is incorrect. The cost is still $205.00 instead of $105.00. Running Adjust Cost will correct the problem in the FIFO and Average Cost. However, initially we have a problem. This is the issue we have seen with our existing customer complaints. 

Test Case 3 – FIFO with timing issue on Invoicing

A FIFO example – The issue is that a new PO is invoiced at a higher cost than an original PO with a lower cost and the new PO is invoiced first. 1. Create a New FIFO Item – LDC = 10.00 

2. 1/25/01 – Create a PO for 1 at 10.00 – Post Receipt 

3. 1/25/01 - Create a SO and Ship and Invoice 1 @ 50.00 

4. 1/26/01 - Create a PO for 2 at 20.00 – Post Receipt and Invoice Invoiced Quantity is 1 
Physical Quantity is 2 Average Cost on the Item Card is 40.00 (Invoiced Value = 40 / Invoiced Quantity = 1) 
Run Adjust cost Item Entries – Average Cost is 30.00; Sales cost adjusted to 10.00 (Invoiced Value = 30/Invoiced Quantity = 1) The issue: I have bought an Item at 10.00 and 20.00. However, the Average is 30.00. 

Test Case 4 – Average with timing issue on Invoicing 

Average Costing Problem - Purchase Invoice is delayed for a PO 1. Create a New Avg Item – LDC =10.00 

2. 1/25/01 Positive Adjustment of 1 @ 10.00 to establish initial inventory 

3. 1/26/01 Create a PO for 10 @ 20.00, Receive only. 

4. 1/27/01 Create a SO for 10 @ U.P. = 50, Ship and Invoice. 

5. 1/27/01 Create a PO for 10 @ 30.00, Receive6) 

6. 1/28/01 Post the Invoice for the 10 @ 30.00 for PO on 1/27/01 Average Cost is 210.00 with or without running Adjust Cost Item Entries 
Total Invoiced Value = 210.00 
Total Net Invoiced Quantity = 1 

Running Adjust cost does not deal with this situation, nor will the delay in updating the Average Cost field proposed fix. This issue is that until all invoices are posted on all receipts, you will have these huge skews.
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