Cost Accruals Posting
Dynamics 365 Finance & Operations – Project Management and Accounting
1. Ticket Summary
	Product / Module
	Dynamics 365 Finance & Operations – Project Management and Accounting (PMA)

	Area
	Cost accrual – Fixed-price projects

	Issue Type
	Guidance requested – Configuration / Setup

	Environment
	Production / Sandbox / UAT

	Severity
	Business process impacted

	Requested By
	

	Contact Email
	


2. Business Context
We are using the Project Management and Accounting module in Dynamics 365 Finance & Operations to manage Fixed-Price project contracts. As part of month-end closing, we need to recognize project cost accruals (i.e., accrue for costs incurred but not yet invoiced/vouchered) in line with our revenue recognition method for these projects.
We are requesting guidance from Microsoft on the correct configuration and process steps to enable and apply cost accrual for Fixed-Price projects, as the current setup in our environment does not appear to generate the expected accrual entries.
3. Current Configuration
Please find below the relevant setup currently applied in our environment:
1. Project contract type: Fixed Price
1. Revenue recognition method: Percentage of completion
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4. Process Flow

Sample Project 

Project Duration:                 3 years (Starting Date 1 Jan 2026)
Project Contract Value        5,00,000 
Estimated Cost                    3,00,000
Billing Rule                         Milestone
Revenue Recognition           Monthly (Manual)


Scenario -1

During the initial phase, the project incurred costs amounting to 120,000 for high-value equipment and services, exceeding the budgeted allocation for the period. Due to pending vendor invoices or other administrative delays, these actual costs were not posted in the project.

During the revenue recognition closing process as of January 31, 2026, it was identified that the recorded costs did not align with actual project consumption. To ensure accurate revenue matching, an accrual must be posted to reflect the actual costs incurred.

Scenario -2

The project consumes 80% of the estimated cost at the initial days however the business wants some of the portion (20 % cost) to be recognized into P&L from WIP at the time of revenue reorganization.

Scenario -2

Is it possible to recognize cost evenly across project duration the way system recognize revenue from cost template for straight line method.



Note: As per the project group configuration project cost and Milestone billing posted to WIP and at the time of recognition moves to P&L.
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