
 

 

 

Proven Practice 

 Guidelines on how to configure 
Intercompany Profit Elimination  

Product(s): IBM Cognos Controller 10  

Area of Interest: Financial Management 

 

 

 

 

 

 



Guidelines on how to configure Intercompany Profit Elimination 2 
 

 

 

 IBM Confidential 
 

Copyright and Trademarks  

Licensed Materials - Property of IBM. 
 
© Copyright IBM Corp. 2012 
 
IBM, the IBM logo, and Cognos are trademarks or registered trademarks of 
International Business Machines Corp., registered in many jurisdictions worldwide. 
Other product and service names might be trademarks of IBM or other companies. A 
current list of IBM trademarks is available on the Web at 
http://www.ibm.com/legal/copytrade.shtml 
 

While every attempt has been made to ensure that the information in this document 
is accurate and complete, some typographical errors or technical inaccuracies may 
exist. IBM does not accept responsibility for any kind of loss resulting from the use of 
information contained in this document. The information contained in this document 
is subject to change without notice. 

 
This document is maintained by the IBM Business Analytics Proven Practices  
team. You can send comments, suggestions, and additions to cscogpp@ca.ibm.com. 

 

Adobe, the Adobe logo, PostScript, and the PostScript logo are either registered 
trademarks or trademarks of Adobe Systems Incorporated in the United States, 
and/or other countries.  

IT Infrastructure Library is a registered trademark of the Central Computer and 
Telecommunications Agency which is now part of the Office of Government 
Commerce.  

Intel, Intel logo, Intel Inside, Intel Inside logo, Intel Centrino, Intel Centrino logo, 
Celeron, Intel Xeon, Intel SpeedStep, Itanium, and Pentium are trademarks or 
registered trademarks of Intel Corporation or its subsidiaries in the United States and 
other countries.  

Linux is a registered trademark of Linus Torvalds in the United States, other 
countries, or both.  

Microsoft, Windows, Windows NT, and the Windows logo are trademarks of Microsoft 
Corporation in the United States, other countries, or both. 

ITIL is a registered trademark, and a registered community trademark of the Office 
of Government Commerce, and is registered in the U.S. Patent and Trademark 
Office. 

UNIX is a registered trademark of The Open Group in the United States and other 
countries.  

Cell Broadband Engine is a trademark of Sony Computer Entertainment, Inc. in the 
United States, other countries, or both and is used under license therefrom.  

Java and all Java-based trademarks and logos are trademarks or registered 
trademarks of Oracle and/or its affiliates. 



Guidelines on how to configure Intercompany Profit Elimination 3 
 

 

 

 IBM Confidential 
 

Table of Contents  

INTRODUCTION........................................................................................................ 4 

PURPOSE. ........................................................................................................................... 4 

APPLICABILITY ..................................................................................................................... 4 

EXCLUSIONS AND EXCEPTIONS ................................................................................................. 4 

GENERATE AUTOMATIC JOURNALS FOR INTERCOMPANY PROFIT ......................... 4 

DEFINITION: ....................................................................................................................... 4 

THE BASIS OF THE RECONCILIATION AND ELIMINATION OF INTERCOMPANY PROFIT ................................. 4 

CONFIGURING THE INTERCOMPANY PROFIT AUTOMATIC JOURNALS ................... 6 

CONTROL TABLES ................................................................................................................. 6 

DEFERRED TAX .................................................................................................................... 8 

INTERCOMPANY PROFIT - EXAMPLE ....................................................................... 9 

SAMPLE… ........................................................................................................................... 9 

SAMPLE DATA ...................................................................................................................... 9 

 



Guidelines on how to configure Intercompany Profit Elimination 4 
 

 

 

 IBM Confidential 
 

Introduction 

Purpose 

This document provides guidelines to configuring and using the intercompany profit 
elimination automatic journal.  

Applicability 

Controller 10 or higher 

Exclusions and Exceptions 

There are no known exceptions or exclusions at the time this document was created.  

 

Generate Automatic Journals for Intercompany Profit 

Definition: 

Intercompany profit resulting from trade with other companies in the same group 
has to be eliminated. In Cognos Controller, intercompany profit margins and 
intercompany inventory are reported using intercompany accounts. The accounts are 
reconciled with each other and used to calculate intercompany profits according to 
one or more pre-defined control tables. The reconciliation and calculation of internal 
profit are then used in reconciliation reports and for manual or automatic journals. 

The basis of the reconciliation and elimination of intercompany profit 

In order to reconcile and eliminate intercompany profit you have to create one or 
more control tables. In the control tables you define which internal sales accounts 
and internal inventory accounts you want to reconcile. You also define how you want 
the calculated intercompany profit to be posted. The elimination is then carried out 
according to the control tables. 

 

The selling company reports the margins of the intercompany sales per the counter 
company and the buying company reports the intercompany inventory per counter 
company. When you run the reconciliation report, the two values are matched with 
each other according to your control table, and the intercompany profit is calculated. 
You can choose to eliminate the internal profit automatically or manually. 

 

In order to use the process for calculation of intercompany profit, intercompany sales 
and intercompany inventory must be reported on intercompany accounts defined for 
this purpose. The intercompany sales account is coded with the intercompany code 
“M” (Intercompany with margin percentage) and the intercompany inventory account 
is coded with intercompany code “I”. 

 

When you enter intercompany profit margins, you have to enter a counter company, 
the percentage profit margin and, if applicable, the dimension and counter dimension 
in addition to the sales amount. When you enter intercompany values, you also enter 
the counter company, the inventory value and, if applicable, the dimension and 
counter dimension.  
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As an alternative to the procedure where each selling company enters profit margin 
for the calculation of intercompany profit, it is possible to use a default margin table. 
This table can also be set to overrun the reported profit margin. 

 

 
 

If you divide the sales account and inventory account into a dimension, they must be 
set at the same dimension and the same level in each dimension. 

 

If the selling or buying a company, or consolidating according to the proportional 
method, the intercompany profit is calculated and eliminated according to that 
method. 
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Configuring the Intercompany Profit Automatic Journals 

Control Tables 

Use this tab to define how you want the intercompany sales accounts to be 
reconciled against the internal inventory accounts. The selling company reports 
intercompany profit margins from intercompany sales, and the buying company 
reports how much is left in the internal inventory account. These values are 
reconciled for each company, counter company and, where applicable, dimension 
and counter dimension. As a result, the internal profit in inventory can be calculated 
and presented in reports, or eliminated either manually or automatically in the selling 
and the buying company. 

 

You can define a number of control tables with separate journal numbers, each 
combining different intercompany sales and intercompany inventory accounts used 
for the calculation. You can also choose to include all intercompany sales and 
intercompany profit accounts located on the same row in the control table. However, 
the posting of the intercompany profit has to be the same for all the reconciliation 
made in the same journal. 

 

The relevant intercompany sales accounts must be defined in the account structure, 
using the intercompany code M, intercompany margin. The buyer’s intercompany 
inventory accounts should be defined with intercompany code I. The accounts for 
intercompany sales and intercompany inventory should be defined using the same 
dimension and the same level for each dimension. 

 

Note: 

• Instead of each company entering profit margin for calculation profit, 
it is possible to use a margin table (Group > Data Entry > 
Intercompany Profit Margin) 

• The automatic journal for intercompany profit is activated on Maintain 
> Configuration > Automatic Journals > Define. 

• If dimensions and linked structures are used, Cognos 8 Controller 
validates that the dimension is valid for the company according to the 
linked structures. If it is not valid, the transaction is posted on the first 
valid dimension. 

• If your margin need to be calculated based for instance on the 
turnover, there is the possibility to calculate it via UdBR ( see the 
example in the Proven Practice document “How to define and use 
User defined Business rules for IBM Cognos Controller”) and use the 
result in the intercompany profit elimination 
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Control Table Sample: 

 

 

 

 

 

 

 

 

 

 

 

 

 

The account to be 
used when posting 
the automatic 
journal in or the 
balance the booking 

The inventory 
account you want to 
reconcile against the 
sales account 

Sales account you 
want to reconcile 
against the inventory 
accounts. 

Buyer (B) or Seller 
(S) 

The accounts to 
be record the 
intercompany 
elimination 

Determine if the posting should be 
booked as  

• This years difference (C) 
• Closing Balance – YTD (Y) 
 

Opening balance will be booked 
according to the general 
configuration and/or account 
structure 
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Deferred Tax 

Posting of the deferred tax should be made in the same automatic journal, as the 
elimination of internal profit. When you define the IC Profit Posting, extra rows 
should be used for the tax amounts. In the Tax columns, you define whether the tax 
part or the other part of the amount should be booked on a defined account. The 
column includes the B/T/N options where B (Blank) = Total, T= (tax) – tax share and 
N= (B-T) = Total minus Tax. 

 

Since it is optional to use the automatic tax function as well as the posting of the 
deferred tax items on either seller or buyer, this has to be directed in the control 
table. By entering B (Buyer) or S (Seller) in the B/S column in the IC Profit Posting 
Table, the posting of the deferred tax is made by the buyer or the seller.  

 

To be able to run the deferred tax calculation, it is mandatory to activate and define 
tax rates for the countries where a calculation should be done. Use tax table HT01 – 
Taxes to catch the percentage of the tax for each country of the buying company 
and, if applicable, each account. When no tax rate is defined for the country of the 
buying company, no calculation is performed. 

 

 

 

Remember to –  

 

• Activate HT01. 
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• Ensure all your companies have the country code in their company 
structures. 

• Define the appropriate Income Taxes account. 

 

 

Intercompany Profit - Example 

Sample  

A sample has been created to demonstrate setting up and configuring intercompany 
profit elimination. 

Sample Data 

Step 1 – Identify the intercompany sales and margin percentage 

 

Intercompany Sales total value of $34,000 
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• There is a margin table that can be used to load the rates for the 
intercompany profit elimination 

 

 

 

• The table overrides the manual input into the form and is much easier 
to maintain or update. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Step 2 – Identify the intercompany inventory 
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The intercompany inventory values are: 

• 30900 = $4,000 

• 30950 = $10,000 

• 30960 = $10,000 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Step 3 – Run Consolidation By Steps > Automatic Journals – Intercompany Profit 
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Step 4 – Run Trial Balance with drill down to verify the intercompany profit was 
eliminated properly 

 

 
 

• There was $24,000 worth of intercompany inventory with 25% margin 
would require an elimination of $6,000. 

• A separate account was created to isolate the intercompany profit 
elimination. This process is a good way to isolate the intercompany 
transactions. 
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• There is a separate account on the profit and loss statement to record 
the adjustment to cost or to remove the profit from the income 
statement. 

 

 

 


