
 Visual Streamline FAQ 

How does supplier consignment affect the inventory and other GL 
accounts? 

 

Page 1 of 3 
Created Document Name Last Updated 
7-Apr-2009 R:\WP6DOC\SISL\SUPPORT\FAQ Attachments\Consignment Inventory Processing Procedure.doc 6-Apr-2010 

Consignment Inventory Processing Procedure Document 
 
When a Consignment warehouse PO is received it will put the stock into the consignment warehouse and adjust the 
average cost for the product for that warehouse also. 
 
The GL entry is a debit to the Inventory account (set in the product line master) and a credit to the Consignment Clearing 
account (set in the Control File Maintenance, AR tab). 
 
Below shows the posting to Consignment Clearing for 2 stock receipts for the same product at different costs. The 
balance reflects the total of the incoming inventory at this point. 
 

 
 
When a sales order from the Consignment inventory warehouse is sold, the posting is a credit to inventory and debit to 
Cost of Goods Sold, it is no different then a sale of product from stock you own. It does not touch the consignment 
inventory account. The goods do come out of the consignment inventory warehouse and this warehouse valuation will 
reflect the correct amount of inventory on hand. 
 
This is all included in your regular inventory Control account, therefore in order to balance you must have consignment 
inventory included in that account in addition to your main warehouse inventory. However for reporting purposes at month 
end you can do a journal entry to remove the value of the consignment inventory from your inventory GL by crediting it 
and debiting the Consignment inventory account. To get this value you would print an Inventory Valuation report as at 
month end for the Consignment warehouse only, and this should give you the total value you need. 
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This screen print shows the Inventory Valuation Report for the Consignment Warehouse for our test product. 
 

 
This is the inventory transaction details done so far on this product. 
 

 
 
This screen print is the consignment goods payable report for the month of March for this product. You can see it only 
reflects the sales and at the average cost of the product at the time of sale. This may differ from the cost of the product 
when the supplier invoices you and you must make sure to offset the consignment clearing account at the average cost 
on the report it is intended to pay or the account will not reflect accurate amounts. 
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For example at month end: 
 
Consignment Clearing Account Balance 102.50 credit 
 
Inventory Valuation Cons WH Adj entry: 44.20 debit This can be done as a GL Adjusting entry at month 

end , the offsetting credit is to Inventory. It should be 
reversed the 1st day of the next month. 

 
Balance 58.30 credit This then reconciles to the Value owing for sold 

consignment inventory not yet billed from suppliers. 
As per report above. 

 
You should reconcile your Consignment Clearing Account manually, at the end of each month. You do not have to do the 
adjusting entry above either, but you do need to use the number to reconcile the account.  If you don’t do the adjusting 
entry, your inventory account we reflect the value of the consignment inventory in addition to the inventory you own, but 
the offset to that is the liability which will be reflected in the Consignment Clearing Account. You should check with your 
accountant to see how they would prefer you did this. 
 
When your supplier bills you for the consignment stock sold on a Consignment Goods Payable Report you need to credit 
the Consignment Clearing Account for the cost based on the report. This cost may be different than what they are 
invoicing you for. The difference can be posted to Cost of Goods Sold or another expense account depending on how 
large it is or the reason for it. 
 
For example, I receive an invoice from my supplier for $60.00 for the consignment stock sold on the above report the 
invoice would be entered as shown below. This would offset the cost posted to the Consignment Clearing account. 
 

 


