Cost Centre alocation in Purchase through Invoice mode

Query

Why can\'t the ‘ Cost Centres' containing ‘ Purchase Entriesin Invoice mode’ be allocated, when the Sales Entries in Invoice mode can?

Solution

Please note, the users who are using both the featuresi.e., ‘ Track Additional cost on Purchase’ and ‘ Cost Centres’, will get mismatch of values in their Reports.

Please find below, a detailed explanation for the same.

L et us assume we make a purchase of 1400 nos. of an item at Rs.10 each, with an additional cost (freight) of Rs.1000. The entry and the impact of the purchase on the stock summary and cost centre reports would be as follows:
Purchase Entry in Voucher Format

1. When the Purchase entry in Voucher format is passed, after selecting the Purchase ledger, the Inventory Allocation screen will be displayed.

Accounting Voucher Creatien Cost Centre in Invoice CIrl + M S
Purchase List of Ledger Accounts
Ref. ;. 1
 Purchase |
Particulars
Cr Creditor
Cur Bal: 15,000.00 Cr

Mew Ref 1 15,000.00 Cr
nld Purchase
Cur Bal o 15,000.00 Dr

inventony Allocations for | Purchase Afe

Hama of em Quantity Rate par Amicunt
Item X 1400 nos 10,00 nos [ITCEEER
1.400 nos 14.000.00

Once you select the Item and give the Quantity, Rate and press Enter, it will display Additional Cost Details screen and ask you to give the of Additional Cost details for the item. Select the ledger ‘ Freight’ and enter the amount Rs.1000 for it.



Addtional Cost Details for - lem X
Type of Cost Su-@ge Amount

Fraight | 1000]

Once you enter the value and press Enter, the Cost Allocation screen pops up, where the required ‘ Category’ is selected and the * Cost Centre’ as shown below:

Cost Allacations for & fam X
Uplo: Rs. 15,000.00 Dr

Cost Category
Ham+ of Cost Cenire Amount

Cate
Cost Centre

The amount allocated to the 'Cost Centre’ here is
Rs. 15,000.00 i e, tem Value + Additional Cost
(Freight) (Rs. 14,000.00 +1000.00=Rs. 15,000.00)

Actounting Voucher Creation Cost Centre in Invoice

Purchase Mo 1 1-Apr-2007
1 Sunday

Farticulars Debit Credit

To Creditor 15,000.00
Cur Bal © 15,000.00 Cr
Hew Red 1 15,000.00 Cr

By Purchase Alc 15,000.00

lgm X 1400 nos Hilnes 14,000,080
Actuals ke (15000.00)

Category
Caost Centre 15,000.00 Dr

The Stock Summary Report after the entry is passed in the entry mentioned above is seen as shown below:

Cost Centre in Invoice

Cost Centre in Involce
Particulars For 1-Ape-2007

Closing Balance
Chaantity Rale WVakig

—

i —
It will display the Hate as 1071 i.e., 14000.00(tem “alue) + 1000.00 (Freight
Yalue) = 15000.00/1400 = 10.71

The Cost Centre Report allocates Rs.15000.00 to the Cost Centre and not Rs.14,000.00 i.e. not only the Item value but will aso include the additional cost (freight) of Rs.1,000



Cost Centre in Invoice Cirl + M

Cost Centre: Cost Centre
Cost Contra in Involce
Particulars For 1-fgr-2007
Transact |  Chosing
Dbt [ Credit | Balance
Purchase ficcounts 15, 000 00 15, 000000 Dr

Purchase Entry in an Invoice Mode

Now suppose you pass the above Purchase Entry in an Invoice mode:

Accounting Voucher Creation Cost Centre in Invoice Crl + M
Purchase Mo 1 1 fpr 2007
Raf : 1 Sunday

Party's Afc Hame - Creditor
Currenf Balance

Hame of lem Quantity Rate per Amaount

Tem X 1400 n0s 10,00 nos [IEEEET

After selecting the Item, the Quantity and the Rate, on pressing Enter, the Purchase L edger (for the purpose of Accounting allocation) is displayed as shown below:

Accounting Details for © Hem X
Upta. Rs. 14,000.00 Dr

Particulars. FAumount
14,000.00

Cur Bal ;. 14,000.00 Dr

14,000.00

Now suppose, we allow a‘ Cost CentreAllocation in Invoice mode, then the Cost Centre Allocation screen will be displayed once you select the above Purchase ledger (as we allocate * Cost Centres' to Purchase Ledger)

Cost Alocations for | em X
Upto. Rs. 14,000.00 Dr

Cost Category
Hame of Cost Centre A

Asyou cannot allocate the Additional costie., Freight of R5.1,000 and

Cate
'@: only Rs.14,000.00 will be allocated to the Cost Centre instead of Rs.
15,000.00

Please note this screen is fict®ous and created only to show the effect, if
"Cost Allocation” option was available in Invaice rode

F




Accounting Voucher Creation Cost Centre in Invoice

| ___Purchase LR dpe- 2007
1

Ref Sundary

Parly's Ale Name @ Creditor
Cument Balance

Nama of Item Cuantity Rade per Amount
Ibeem X 1,400 nos 10,00 nos 14, 000,00
Fraight 1, 00000

|

A5 Freight ledaer in Invaoice mode is selected after allocating the itern to Purchase ledger
and then to cost centre, the amount of Rs. 1000 will add up to the Iterm value as Rs.
15,000.00, but will not add to the Cost Centre details,

Created under a Group “Expenses on Purchase” under "Purchase
Account” and ‘Method to Allocate when used in Purchase Invoice?
option is set to “Appropriate by ¥alue’

HMarration 1,400 nos 15, D00,.00

Now when you check the Stock Summary Report, it will show the total amount of Rs.15,000/-

Cost Centre in Invoice

Cost Cantre in Involoe

Particulars For 1-Ape-200T
Closing Balance

Quaniity Rale Valua

ftam X 1.400 nes 10.71 14,953 53
—

It will show you the Rate as 10.71 which is
correct

But when you check the Cost Centre Report, it will display only Rs.14,000/- as the allocation amount, which is incorrect.

Cost Centre in Invoice

Coat Centre. Cost Centre
Cost Contre in Invoicn

Particulars For 1-Agr-2007
Transactions | Closing
Deebit [ Credit | Balance
Purchase Accounts 1400000 14, 000.00 Dy

Please note this screen is ficttious and created only to show the effect if 'Cost Allocation’ aption was available in Invoice mode

Thiswill lead to an incorrect cost centre report, as the additional cost details are not allocated to cost centre, in case of purchase entry in invoice mode. The entry needs therefore needs to be passed in voucher mode. Y ou can use the feature * User
Pre-defined Cost Centre Allocation during Entry’ in Purchase entry in Invoice mode, if it suits you.



