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Introduction

Retailers have many issues specific to their indus-
try, such as working with point-of-sale systems or
cash registers, dealing with a mixture of taxable
and non-taxable goods or services, high trans-
action volumes and tight profit margins. In this
guide, you’ll find lots of practical information
about these issues, along with lots of ideas and
tips on the best way to set up your MYOB soft-
ware to deal with them.

There are many different types of retailers. You
might run a hairdressing salon, a grocery store,
a butcher shop, a clothing store or a newsstand.
Whatever the nature of your business, whatever
the size, you’ll find much of the information in
this guide relevant. However, if you manufacture
the goods that you sell in your store (if, for ex-
ample, you're a craftsperson or artisan), then you
might want to also check out the MYOB Software
for Manufacturers guide.

Throughout this guide, you’ll also find case stud-
ies about retailers and how they use MYOB soft-
ware for their businesses. Browse through these
case studies to get the big picture of how MYOB
can work for you, and to discover ways to make
your business more profitable and efficient.
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Choosing your MYOB Software

MYOB BusinessEssentials (for Windows) and
MYOB FirstEdge (for Macs) are a good starting
point for very small retailers who don’t have em-
ployees. You can record daily banking, keep track
of your expenses, gauge your profitability and
calculate your tax.

MYOB Premier Accounting (for Windows) or Ac-
countEdge (for Macs) are the best bets for retail-
ers who have staff, since they include full payroll
management (helping you to track federal and
state taxes, Social Security and Medicare with-
holding, and so on). Both of these products also
have advanced job management, a useful feature
if you have stores in more than one location and
want to monitor the profitability of each one.

If you need to have more than one person work-
ing in your accounting system at the same time,
then MYOB Premier Accounting (for Windows)
or MYOB AccountEdge (for Macs) provides the
most suitable solution, as both these products
provide multi-user capability (as well as provid-
ing payroll management as a standard feature).

If you choose one of the basic MYOB products,
you can upgrade to a more advanced product at
any time. You don’t need to buy brand new soft-
ware as you grow; you simply pay an upgrade
price.

Formoreinformation aboutthe MYOB accounting
software product range, visit myob-us.com.
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Understanding the essentials

The following five steps are a brief guide to
getting started, highlighting important infor-
mation specific to retailers.

Creating your accounts list

When you create the company file for your
business, the New Company File Assistant asks
you to Build Your Accounts List, giving you
the option of starting with a standard list. The
best choice is to select Retail as your Industry
Classification, and select the Type of Business
that is closest to matching yours. The template
provides a sample list of accounts and makes
a good starting point. Don’t worry if this ac-
counts list isn’t perfect — you can add, change
or delete as many accounts as you like.

Reviewing your accounts list

Before entering your opening balances, you
need to adapt your accounts list to suit the
unique needs of your business.

Your accounts list is a list of categories to
which you allocate all transactions. There are
eight major account categories. (In MYOB
BusinessEssentials and FirstEdge, there are six
categories.)

Checking your preferences

You can customize all MYOB software so that it
works for your business the way you want it to.
You can do everything from changing the ap-
pearance of your windows to automatically re-
questing a backup prompt each time you quit
the program. It all happens via the Preferences
window.

To review your preferences, go to the Setup
menu, choose Preferences and then explore
the System, Windows, Reports & Forms, Bank-
ing, Sales, Purchases, and Security tabs. (In
Premier Accounting and AccountEdge, you

Account

Category

Assets

What it Means

Things that you own, or that people
owe you. Includes bank accounts,
outstanding customer accounts and
store fixtures. Asset account numbers
start with 1.

Liabilities

What you owe to other people.
Includes loans, taxes payable, and
outstanding vendor accounts.

Liability account numbers start with 2.

Equity

This is the profit or loss your business
has made since its inception. Examples
of equity accounts include retained
profits, owners’ withdrawals, and
capital contributions. Equity account
numbers start with 3.

Income

Money in. Everything you sell to your
customers. Income account numbers
start with 4.

Cost of Sales

The goods you buy for resale, along
with freight. Cost of sales account
numbers start with 5.

Expenses

Overhead. The day-to-day costs

of running your business. Includes
wages, electricity, repairs, telephone,
and so on. Expense account numbers
start with 6.

Other Income

Extraordinary income that is not part
of normal operations. Could include
compensation income, capital gains
or interest income. Other Income
account numbers start with 8. (This
account category is not available

in MYOB BusinessBasics or MYOB
FirstEdge.)

Other Expenses

Extraordinary expenses that are not
part of normal operations. Could in-
clude lawsuit expenses, capital losses,
or fire damage costs. Other Expenses
account numbers start with 9. (This
account category is not available

in MYOB BusinessBasics or MYOB
FirstEdge.)
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Recording income

can also set Inventory preferences if you need
them.) Remember — your choice of prefer-
ences doesn’t commit you to them forever, be-
cause you can change many of these selections
at any time.

Setting up opening balances

To enter opening account balances, go to
the Setup menu, choose Balances, and then
choose Account Opening Balances. Most retail-
ers don’t need to set up outstanding customer
accounts, but if you do, then go to the Setup
menu, choose Balances, and then choose Cus-
tomer Balances. To enter opening balances for
outstanding vendor accounts, go to the Setup
menu, choose Balances, and then choose Ven-
dor Balances.

To get up and running, the only essential open-
ing balance is that of your bank account. Your
opening account figures won’t balance, but
this out of balance amount simply goes to the
Historical Balancing account. You or your ac-
countant can fix this later.

Getting ready to go

Before you start entering transactions, figure
out how you intend to back up your compa-
ny file. If your file is going to contain very few
transactions, you may be able to fit your back-
up onto floppy disk. Otherwise, you’ll need to
have a CD burner or a zip drive.

You might have been lucky so far, but nobody
can guarantee continued immunity to power
surges, theft, fire or hard disk failure. If you
don’t organize a backup system now, you'll
probably forget about it until it’s too late—and
then you'll be sorry.

If you use BusinessEssentials or FirstEdge, it’s
very unlikely that you'll use MYOB accounting
software to record the details of every sale you
make. Instead, you’ll probably be using either
a cash register or a point-of-sale system. Then,
you’ll transfer a summary of daily totals into your
MYOB accounting software. There are two pos-
sible ways to record this summary:

¢ The simple cashbook method. Working di-
rectly from your bank statements, you re-
cord whatever appears as a credit in your
bank statement as income.

e The cash register method. Every day, you
close out the cash register and print a sum-
mary of daily receipts. You later record this
summary in your MYOB accounting soft-
ware.

The next two sections discuss these methods.

Working with the simple cashbook
method

The cashbook method is the simplest (and pos-
sibly the quickest) way to record income. Once
every month or so, you sit down with your bank
statements, open up your MYOB accounting
software, and record every credit as income.

The primary disadvantage of this method is lack
of control. You won't have a record comparing
what you rang up on your cash register against
what you actually took in. There’s no double-
check to be certain that credit card payments
come through. There’s no ongoing tally of cash
drawer “overs” and “unders,” and there’s no
breakdown analysis of sales information.

To work this way, simply go to the Receive Mon-
ey window and allocate every deposit that ap-
pears on your bank statement to the appropriate
income account, as shown on the next page.
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Recording income

B Receive Money

& Deposl to Account Balarce ©: $23.750.80
| 7 Group with Undeposited Funds

Payer 10 #: [CRO0OE
Amourt Received [$2567.40 Diaste: [ 372172007
Paymen Method | L]l
Mema: | Banking lot 3/23 and 3724

Tolsllocaled | $2567.40
Total Received: | $2.567.40
0t of Balance: 000

(X) Saye az Recurng | (1) Lise Recun (2) Cunency: USD Category.|

2 ‘59 ﬁw.

s
Help F1

You can record deposits using Receive Money.

The cashbook method makes sense for small
owner-operated businesses that don’t accept
credit cards, and whose sales are either entirely
tax-free or entirely taxable.

Working with cash register summaries
The cash register summary method involves
creating a daily summary of receipts, noting
any cash expenses taken from the cash drawer,
how customer payments were made, and any
adjustments in the cash drawer for “overs”
and “unders.” Unless your cash register pro-
vides such a summary in a suitable format, it
usually makes sense to create your own daily
register summary, similar to the right.

Total Sales
Sales - tax free $1102.00
Sales - with tax $558.00 | $1660.00 | Total A

Less expenses
paid from the
cash drawer

Tax Total
Cleaning cloths | $0.80 $8.80

Milk | $0.00 $1.75

Total cash $10.55 Total B
expenses

Amount should $1649.45 | Total C
be in the drawer
(A - B)

Amount actually
counted

Cash | $800.00
Credit Cards | $820.00

AMEX | $80.00

Total cash and | $1700.00
cards

Less cash | $50.00
drawer over/
under

To deposit (cash $1650.00 | Total D
& cards less
petty cash)

Cash drawer $0.55
over/under
(total C - total
D)

Your daily summary might look something like this.

You can see how this summary provides a handy
record of everything that’s gone on each day. You
have a split of taxable and non-taxable sales (this
summary would be on the daily total from your
cash register); a list of expenses paid in cash out
of the cash drawer; a summary of how payments
were received; details of any change in the over/
under of the cash drawer and the final amount
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Recording income

that the cash drawer was over or under. This ~ This complete, you will have recorded your daily

kind of process is vital if you have employees receipts, petty cash expenditure and total bank-

working on the register, because without it, ing, all in the one transaction. All you’ll have to do

you won't know if cash is missing. next is record when you shift your undeposited
funds or cash drawer amounts into your business

Assuming you’ve recorded daily receipts and bank account. See Working With Undeposited

expenses in a manner similar to the one shown Funds Accounts to find out more.

here, then recording this information in your

MYOB accounting software is easy.

1. Go to the Record Journal Entry window.

2. As the Memo, write a brief description.

3. Enter one line on the journal entry for ev-
ery line on your daysheet. Sales and cash
drawer “overs” go in the Credit column,
petty cash, banking and cash drawer
“unders” go in the Debit column. Allocate
cash to your cash drawer or undeposited
funds account; allocate credit cards to
your bank account, adding a comment in
the Memo field as shown below.

4. If your register summary is correct, then
the debits will match the credits. Click
Record.

/] Record Journal Entry =S EoR X

General Joural #: [ GIOOOCTS
Diate: [2/1172008
Memo: [ egister Summany - Monday - 2/11/08

Acch# Mame Dehit Credit Job temo
%1|Tax Fres Sales $1.102.00 -
47200 Tanable Sales $568.00

61150 Miscellaneous Expenses $8.80 Cleaning Claths

E1150 Miscellanezous Expenses $1.75 Milk.

1110 Checking Account 4800.00 Cash Transactions

11110 Checking Account $820.00 Credit Card Transactions

11110 Checking Account $18.80 IBMEX Transactions

11140 Petty Cash $10.55 i
Total Debit 4166000
Total Credit $1,660.00

Ot of Balance: $0.00

(B) Save a Recuning | (%) (£ Curency: USD Category 5

Recording daily transaction summaries using journal
entries.
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Case Study - Sally’s Pre-Loved Fashion

Business Name
Sally’s Pre-Loved Fashion

Overview

Sally uses MYOB BusinessEssentials and has the sim-
plest of all possible setups.

Once a month, Sally sits down and records the
store’s income, working from the deposits ap-
pearing in her bank statement. All sales are taxed
at standard rates and she doesn’t take cash di-
rectly out of the cash drawer, so her bank state-
ment is an adequate record of what she earned.
Sally records all her check stubs, direct debits and
credit card payments as Spend Money transac-
tions. She even downloads her credit card state-
ment directly into BusinessEssentials, making it
even quicker to record transactions.

It only takes Sally a couple of hours each month
to record her income and expenses in this way.
Every three months she prints out a quarterly tax
statement, and once a year she emails her file to
her accountant, ready for her end-of-year tax re-
turn. This simple approach suits Sally just fine and
provides her with all the information she needs.
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Working with undeposited funds accounts

The idea of undeposited funds or cash drawer
accounts is that you record all cash as going
into this account. Later, when you deposit cash
into your bank account, you create another
deposit that transfers the money out of unde-
posited funds and into your bank account.

An undeposited funds account works well for
retailers, who often deposit a couple of days’
cash at a time, or spend cash before they de-
posit it. The next few sections explain just how
these accounts work.

Transferring money into your bank
account

If you're using an undeposited funds account,
you need to create a Receive Money transac-
tion every time you deposit cash or checks.

1. Go to the Receive Money window.

2. Select your Undeposited Funds account as
the “Deposit to” account in the top left
corner.

3. In the Amount field, enter the amount

that you're receiving.

Select the Payment Method.

Click Record to complete the transaction.

Go to the Prepare Bank Deposit option in

the Banking module.

7. Select your Checking Account (or what-
ever account you intend to deposit to) as
the “Deposit to” account in the top left
corner.

8. Check off the transaction(s) which you
wish to deposit to that account.

9. Click Record to complete the transfer from
Undeposited Funds to the specified ac-
count.

A

Recording AMEX and Diners Club
merchant fees

AMEX and Diners Club fees are different from
other merchant fees because they’re deducted
from every payment, rather than appearing as a
bank fee at the end of each month. For example,
if you receive an AMEX payment from a customer
for $1,000, only $970 or so will turn up in your
bank account.

Here’s how to deal with these kinds of transac-
tions:

1. Record the AMEX or Diners Club payment as
normal, for the full amount.

2. When you're reconciling your bank account,
look at your statement to see how much was
deducted from the payment in merchant
fees. Click the Bank Entry button to record
this fee. (Don’t forget that merchant fees in-
clude tax.)

3. In your bank reconciliation, mark both the
deposit (the full amount of the payment)
and the withdrawal (the merchant fee) to
reconcile your account. The sample below
shows how a transaction of this type would
appear.

o |[= &=

Mew Statement Balance: $44.544 87

Caleulated Statement Balance: §44.544.87
Out of Balance: $000

ocount [11110 5] Checking Aecount
Last Reconciled Diate:  9/41/2007

Bank Statement Date: | 2/29/2008

Mark &ll Cleared Transactions Deposits ithdrawal
= TROO0005 12/10/2007  Money Transfer $2583.09 -
= o 12/14/2007  Anne Porter $430.00
121472007 petty cash $10.00
12/20/2007 $53.90
1/5/2008 Dewey, Smith & Jones tor 00000123 $2.300.00
1/22/2008  Alemative Video $766.34
= CROOOT11 2/8/2008 Papment; Acme Sales, e, $1,000.00
o 50022308 2/23/2008  Meichant Fees $30.00 ~

#) Undo Recanciiation ‘ = Bank Entry | o GetStatement | Cleared: 41.000.00 $6,179.33

Reconcile
Cancel

-
w
v
i
"
i
o
v

AMEX and Diners Club merchant fees.
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Paying by credit card

Recording AMEX and Diners Club
payments

If you use an undeposited funds account, the
easiest way to record AMEX and Diners Club
fees is to use the Deposit Adjustments button
at the bottom of the Prepare Bank Deposit
window. Simply click this button, enter the
amount of the merchant fees, select your Mer-
chant Expense account and click OK.

Giving customers the option to pay by
credit card

MYOB Business Services are optional, add-
on services that include MYOB Merchant Ac-
counts. By signing up with MYOB Merchant
Accounts, you can accept your customers’
credit cards for a quick and easy way to receive
payments. With an MYOB Merchant Account,
you can take a customer’s credit card informa-
tion over the phone, or you can purchase a
credit card swiper and swipe the cards for even
better rates.

The main advantage of this service is that by
providing more ways for your customers to
pay you (especially if you invoice in advance
for security deposits), you’ll be paid quicker,
and of course, receiving electronic payments is
less time-consuming than receiving checks. By
offering these facilities you also will make your
business look that much “bigger” and more
professional.

More information about signing up for an
MYOB Merchant Account at:
myob-us.com/services/ccproc.

Dealing with inventory and
consignment goods

At first glance, you might think that MYOB ac-
counting is designed to work in a particular

way (setting up inventory and recording every
sale). However, look a little deeper and you’ll see
that you can adapt MYOB software for almost
any small business situation. Don’t hesitate to use
your imagination, experiment with reports and
create systems that work the way you do.

Tracking inventory totals when you don’t
use inventory

As a retailer, you may not be using your MYOB
company file to track the value of inventory. How-
ever, you may want to show the value of stock
movements on a regular basis, so that your Profit
& Loss remains accurate. Here’s what to do:

1. First, check the layout of your Accounts List.
It is simplest to have only one asset account
called Inventory or Stock on Hand, and at
least one cost of sales account called Pur-
chases. (This is preferable to the traditional
format, which includes Opening and Clos-
ing Quantities and Purchases in the Profit &
Loss.)

2. Next, perform your manual inventory and
calculate the value of your stock on hand.

3. Go to the Accounts command center and
click Record Journal Entry. Give the journal
the date of the inventory and write a de-
tailed Memao.

4. Calculate the difference between your open-
ing stock at the beginning of the period and
your closing stock at the end of the period.
If the value of your inventory has increased,
debit Inventory or Stock on Hand and credit
Purchases. If the value of your inventory has
decreased, debit Purchases and credit Inven-
tory or Stock on Hand.

5. Check that this journal is correct by print-
ing a Balance Sheet for the month in which
the inventory was performed. If the value of
your Inventory account equals the value of
your manual inventory, then you know you
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Recording vendor invoices

got the journal right.

& Record Journal Entry

General Jounal # [GI000015
Dater [ 372172007
Memao:

11800 Irwerdon |
52000 Puchsses - Video Equp 360015
S1000  Puchsses -Audo Eqap 65215 =

Tolsl Debet $1.25230
Total Credit $1.25230
Dut of Babnce: | $0.00

(0 S0 o iy | (i | @) ey uso

You can still adjust for inventory values, even if you don't
use MYOB’s inventory features.

Working with goods on consignment

There are many variations in how retailers
manage consignment goods. The best way to
account for such sales will depend on whether
you’re using a point-of-sale system, how you
pay your consignment vendors, how you ac-
count for tax and much more. However, here
are some general pointers that may be of as-
sistance:

¢ For retailers selling a low volume of high-
value consignment goods (such as an art
gallery), it may work well to record every
consignment transaction as an item sale. If
set up correctly when you record the sale,
you’ll receive a message saying there’s in-
sufficient stock and prompting you to re-
cord an automatic purchase. Once you re-
cord the purchase, the MYOB accounting
software automatically tracks the amount
owed to this consignment vendor.

¢ If consignment sales are always sold at a
fixed markup, an alternative may be to set
up a consignment button on your cash
register to track the monthly total of con-
signment sales. This total will enable you
to make any necessary tax adjustments (in

some cases, tax is only payable on the com-
mission component).

Setting up job codes for each consignment
vendor in your MYOB software can work
well for generating reports, depending on
how you record sales transactions.

Recording vendor invoices

Unless you use MYOB accounting software to
track every item that you buy and sell, it’s best to
use a Service layout when recording purchases.
Here’s how to record a purchase:

1.

2.

From the Purchases command center, click
Enter Purchases.

Click the Layout button and select Service as
your layout.

Fill in the vendor name and, if required, en-
ter the purchase order number.

Check the Date and enter the vendor’s in-
voice number in the Vendor Inv# field.
Choose your allocation account in the Acct#
field. Don’t worry about detailed descrip-
tions, since they’re usually not necessary.
(You can skip the description altogether, if
you prefer). Split the transaction across two
lines if some of the purchase is tax-free or
taxed at a different rate.

Make sure the tax total matches your vendor
invoice, and then click Record.
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Recording other types of expenses

I Purchases - Mew Service

Wendor =: [USA Gas & Electic

Shipto [&]: Widgets & Co
Sute 148
100 Main Shieet
Rockvile, N 07345

Sublotal: 478493

Freight. $0.00

ShipVia: Ll B25% Tax &b 36476
Promised Date: Total Amourk: 484969

Joumal Memo: | Purchase. USA Gas & Electic. Paid Today: $0.00
Bill Delvery Stabus: [To be Prnted - Balance Due:

(8) Saye as Aecuning| (#) Use Fecuring | () Rae: USD |

Bint SendTo | Jounal | Layoul ~ Regster

Recording vendor invoices.

Paying vendors electronically

MYOB'’s Vendor Payments service enables you
to make electronic payments directly to your
vendors from your MYOB software. Once you
subscribe to this service, you can use your MYOB
software to record payments in your company
file and then transmit these payments elec-
tronically using a secure link. The Vendor Pay-
ments service, accessible from the Purchases
command center, monitors the progress of all
payments and, at your request, emails or faxes
direct to your vendors.

For more detailed information about setting
up and using MYOB Vendor Payments, visit
myob-us.com/services/vp/.

Analyzing how much you owe

To see how much you owe to your vendors,
go to the Analysis menu in any command cen-
ter and click Payables. You’ll see a summarized
Analyze Payables report, aged as of the current
date.

Click the white zoom arrows to the left of the
vendor names to go straight to a detailed
breakdown of any vendor’s totals, or click Print
to print the report.

Recording other types of expenses

Most businesses pay expenses by cash and credit
cards as well as by check and electronic transfer.
Luckily, it's easy to record these kinds of transac-
tions using your MYOB software.

Dealing with credit card payments

The easiest way to deal with expenses paid by
credit card is to think of your credit card as if it
were a bank account.

To record expenses when you have not recorded
a vendor account (such as fuel, interest, mem-
berships or Internet access), do the following:

1. Go to the Banking command center and
click Spend Money.

2. Select your credit card account as your bank
account in the top left.

3. Record each transaction on the credit card in
the same way that you would record checks,
but leave the Check # field blank. (You end
up with one transaction per line on your
credit card.)

[ Spend Money

= PayfiomAccount [21110 $lameican Express
" Group with Electronic Payments:

Balance = ($9.225.99)

Card e [Bordes Digital
Payee ¥|:|Border Dighal

Bl Check ]
Date[3/21/2007
55 Noith Street | =
Maplewood, NJ 07123 Amount| $2.665.90
Twso Thousand Six Hundred Sisty Five and 30/100 Urited States Dolars
e [a Tl | weees

53000  |Puschase - Paits & Accessonies

TotalAlocated: | $2685.90 [ Check Already Printed
TolalPaid | $256590  Payment Notification Delvery Status:
Out of Balance: | 3000 |TobePinted andEmaled =i

Caegoe| 8l

(8) Save as Recuning| (9) Use Fiecuring | (F) Cuency: USD |

HepFl | Prit | Jounal | Register

Entering credit card transactions. (Note the ‘Pay from Ac-
count’ in the top-left corner.)
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Recording other types of expenses

To record payments on your credit card when
you have already recorded a vendor purchase,
do the following:

1. Go to the Purchases command center and
click Pay Bills.

2. Select your credit card account as your
‘Pay from Account’ in the top left corner.

3. Record the payment in the same way as
you would any other vendor payment, ig-
noring the check number.

Organizing petty cash (if you have a
petty cash box)

The method described here works best if you
have an office with a petty cash box, and more
than one person takes money out of the box.
However, if you don’t have a petty cash box
but end up paying lots of little cash expenses
directly from the cash drawer, see the method
described in Organizing petty cash (if you take
money directly from the cash drawer), to the
right.

1. Start off with a petty cash allocation, say
$200. Write a cash check for this amount,
and make it payable to “Petty Cash.” (If
you’ve already set up a contact card for
Petty Cash, just select this payee from the
card list.)

2. Allocate this check to an asset account
called “Petty Cash.” If you don’t have an
account by this name already, create one
now, remembering to select Bank as the
Account Type.

3. Whenever employees take money out of
the box, get them to give you a receipt for
that amount. Store these receipts in the
box.

4. Now, add up the receipts and determine
which expense categories they belong to.
Then go to the Spend Money window, but

this time change the bank account at the
top to read Petty Cash. Complete the pay-
ment, allocating it across several Allocation
Accounts and several Amounts. Click Record
when you’re done.

5. When funds in petty cash get low, write out a
cash check to return the amount to its origi-
nal value. For example, if you have allocated
$200 to Petty Cash but there’s only $4.50
left in your cash box, write a cash check for
$195.50. Allocate this check to Petty Cash.

Es pend Money

@ Pay fromAccount  [1.1140 ®|Petty Cash Balance o §59.01
" Group with Electronic Payments:

Card = | Petty Cash 8]  Check#1
Payee ¥|:[Petty Cash Date:[3/21/2007
Amount[$215.00

Two Hundred Fiteen and No/100 United States Dollacs
Memo: | Pelty Cash b & L2

| Manila foldars
| rade magazine

| paity expenses

=]

Total Alocated: | $21500 I Check Alieady Printed
Total Paid: $215.00  Papment Motification Delivery Status:
Out of Balance: $000 |To be Printed =

msaxugﬁmmg_' (&) Uise Recuting | (%) Curency: USD | Category: =i

Help F1 Brirt Jousnal | Register

Recording petty cash transactions when you use a petty cash
box.

Organizing petty cash (if you take money
directly from the cash drawer)

If you don’t have a petty cash box, but you end
up paying lots of cash expenses directly from the
cash drawer, it’s often best to set up a cash reg-
ister summary where employees can record all
expenses paid straight out of the cash drawer.
See Working With Cash Register Summaries for
more details.
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Analyzing your profitability

One of the fantastic things about MYOB soft-
ware is that every transaction can be tracked
in several different ways. For example, in the
Spend Money transaction below, the Card
shows the name of the vendor; the Allocation
Account shows the type of expense and the
Job column shows the location.

[} Spend Money

= PayfiomAccount 11110
" Group with Electionic Papments:

[$l Checking Account Balance ©: $24.209.80

Card o [Kaalt Video Centers Bl Check #[117
Date[ 3/21 72007
Amount:| $1,933.00

Payee = |Kraft Video Centers
a \

wiay
Dexveile, NJ 07834

(One Thousand Nine Hundred Thirty-Theee and No/100 Urited States Dolars
byt & 2

Menma: | Kraft Video Centers

Amount

5-2000 Purchases - Video Equip $1.93300 | MGM3  [§]

ToldAlocated | $1.93300 | Check Already Printed
TotdPaid | $1.93300  Pagment Netification Delfivery Status:
Out of Balance $000 [TobePirted andEmaled |

] _(:)Cu-«_\cy. uso | Category: Ll

{IJSmsFtecu.hg_ () Lise Recurrir

You can use accounts, jobs and categories to analyze
business profitability.

When you first set up your system, it’s worth
taking some time to figure out how you might
take advantage of job or category features. By
analyzing how much money you’re making (or
losing!) on everything you do, you can fine-
tune your business to maximize your chances
of success.

Anayzing profitability by accounts

The first (and possibly the easiest) way to ana-
lyze where you make your money is to set up
your Accounts List so that it reflects the many
activities of your business. For example, if you
sell three kinds of products your income ac-
counts might include Income Product A, In-
come Product B, and Income Product C. Al-

ternatively, if you deal with different types of
customers, your income accounts might include
Income Customer Type A, Income Customer
Type B and Income Customer Type C. (Note that
it is always good to try to divide your income into
several different accounts, rather than lumping it
all together in one.)

For very small retailers, the simplest way to estab-
lish income summaries is via cash register closing
totals or point-of-sale monthly reports. You can
then journal this summary information into your
MYOB company file. See Journaling income sum-
maries into your Profit & Loss to find out more.

Analyzing profitability by cost centers

There are three ways you can analyze individual
cost centers in your business: by job, by location
and by category.

Retailers commonly use cost centers to identify
income and expenses from different outlets. For
example, if you have stores in Arlington, Annan-
dale and Springfield, then each store is a unique
cost center.

If you use MYOB software to track inventory that
you keep at different stores (such as a small chain
of shoe stores), you can use locations to analyze
the profitability of each store as a separate cost
center. The locations feature allows you to track
your supply of inventoried items at each location,
so that you can analyze the inventory in each lo-
cation. To use the location feature, you must use
the more advanced inventory tracking features
available in MYOB Premier Accounting and Ac-
countEdge.

Even if you don’t track inventory, you can use the
job features to identify each store and track its
profitability on reports. By coding every transac-
tion with a job number that indicates which store
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it came from, you can draw on a whole range
of job reports, including job profit and loss re-
ports that assess the profitability of each store
independently of each other. Job features are
available in all versions of MYOB software.

You can also use categories to analyze the
profitability of each outlet (note that catego-
ries aren’t available in MYOB BusinessEssentials
or MYOB FirstEdge). Categories are similar to
jobs, except that you can set your preferences
so that you're forced to enter a category for
every transaction, and you can print a balance
sheet for each category, not just a profit and
loss report.

By the way, if you're unsure of whether to use
jobs or categories to analyze profitability, bear
in mind that you can split a single transaction
across several jobs, but you can’t select more
than one category for a single transaction.
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Case Study - Ally’s Gallery

Business Name
Ally’s Gallery

Overview

Ally’s Gallery sells pottery, paintings and giftware
and sublets the front of their gallery to a café/
restaurant. They use MYOB Premier Accounting.

Ally’s Gallery is situated in a large cottage in the
center of a large tourist strip. Ally buys paint-
ings on a consignment basis and the paintings
are the drawing card that brings tourists into
the gallery. However, the bread and butter of
her business is really the giftware, the part of
the business that Ally likes the least.

Ally used to refer to her business with both
affection and frustration as “the money-pit.”
However, as her capital began to run out, her
accountant encouraged her to purchase MYOB
Premier Accounting. Working with an MYOB
Certified Consultant, she split the business into
three cost centers: the café, the gallery and the
gift shop. Ally continued to use a cash register
to record sales but set up three categories: a
button for gifts, a button for pottery and a but-
ton for paintings.

Ally now uses a cash register summary to sum-
marize the daily receipts from the cash register
and records one transaction per day to jour-
nal sales for all three categories, petty cash ex-
penditure and cash on hand. She sets up each
artist as a salesperson and records every paint-
ing sale (of which there is only a few a month)
as an item sale. At the end of the month, the
salesperson reports from these item sales form
the basis of her consignment payments.

Reporting by cost center has enabled Ally to
turn the business from a ‘money-pit’ into an
enterprise from which she earns a modest

living.

Ally discovered how the rental income from the
café wasn’t covering the associated expenses and
so she’s increased the rent accordingly. She saw
how the real profit from the business was gener-
ated by giftware, not paintings, and so she has
dedicated more retail space to gifts. She discov-
ered how steady and profitable the pottery sales
were and is looking around for new vendors.
All these decisions have been brought about by
having up-to-date detailed financial reporting,
something that is helping Ally transform dreams
into reality.
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Journaling income summaries into your

& Record Journal Entry.

prOfit & loss Genel Jouns) #: [GI0OOTTS
. . . . . . Date: [3721/2007
As mentioned earlier in this guide, if you're e 53 Tt o e
using a cash register, you probably won’t be =TI ces
recording every sales transaction in your ac- G0 Comimeone | sewm 1
counting file. Chances are, you’re recording — g
. . . . o 369,11
daily summaries from the cash register or sim- e
. Out of Balance: $0.00
ply working off your bank statement, record- o] e e | S

ing every deposit.

This works well enough, but you won't get o '
much information out of your MYOB Profit ~ Journaling income summaries.

& Loss report except total sales. However, if ) o ) )
you can get summary sales information out of The neat thing about working in this way is that

your point-of-sale system or cash register, then ~ YOUr MYOB Profit & Loss report is much more
you can record these summaries in your MYOB informative than before. You can analyze sales
company file using journal entries. trends and, if you're planning to sell your busi-

ness in the future, create a more professional im-
For example, imagine you run a shoe storeand ~ Pression for prospective buyers.

you record all income simply by working off )
the deposits appearing on your bank state- Of course, if you use the more advanced features

ment. You allocate this income to an account available in MYOB Premier Accounting and Ac-

called General Income. At the end of each ~ countkdge at the point of sale, you can enter ev-
month however, your cash register prints totals €y sale directly into your MYOB software, print
for women'’s shoes, men’s shoes and children’s invoices and receipts for your customer, and gen-
shoes. You can record these income splits by ~ €rate a Profit & Loss report directly from these

going to the Accounts command center, click-  entries.

ing Record Journal Entry, and creating a journal . .
entry that debits your General Income account ~ Graphing your moving annual turnover

and credits specific income accounts for wom-  One of the problems many retailers have when
en, men and children. You can see how this analyzing monthly turnover is that their business
works in the example to the right. is often really seasonal, with big spikes at certain

times of year. It’s also hard to compare months
like February (with 28 days) with months like July
(with 31 days). The solution is to graph a continu-
ously moving average of the previous 12 months
to create a Moving Annual Turnover graph.

The idea is that at the end of every month you
add up the sales for the last 12 months, including
the month just completed. So in February 2008
you add up sales for the period March 2007 to
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Graphing your moving annual turnover

February 2008, and in March 2008 you add up
sales for the period April 2007 to March 2008.
Continue this for 12 months and the result is a
graph that maps the trends of what’s happening
in your business.

You can see how this method works in the imag-
es below. The first graph shows the sales figures
for Diana’s Deli for the last 24 months and as you
can see, the figures go up and down but don't
seem to head anywhere in particular. The second
graph shows Moving Annual Turnover for the
past 12 months, based on the same figures. No-
tice how the general trend was heading down-
wards until July, but has been climbing steadily
ever since.

Diana®s Deli Sales for last £#4 months

1440 (i .
120 00
1mm-*‘éﬂw“ﬂm“ﬂ=‘=‘z
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A0 (x
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Lrang's Dok
Jiowvang Annual Nsmovear for @t 7.2
MRS
SE000
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i
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35000 -

94000
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Moving Annual Turnover is great for measuring trends.

To create a Moving Annual Turnover graph for
your business, the best report is the Accounts
History [Officelink] report (under the Accounts
tab in the Index to Reports window). Click Cus-
tomize and choose to include income accounts
only. Select 2 as your Report Level, click the Send
To button and send the report to Excel.

Once you have these figures in Excel, it's easy to
create a whole range of graphs, including graphs
charting sales month to month, as well as Mov-
ing Annual Turnover.

Calculating inventory turnover

One of the ways to monitor the financial health
of your business is to calculate your inventory
turnover ratio. To do this, print a Profit & Loss
report for the previous 12 months and highlight
total sales. Next, print a Balance Sheet report and
highlight the value of your stock on hand. To cal-
culate your inventory turnover ratio, divide total
sales by the stock on hand value.

For example, if you have annual sales of $800,000
and you normally have $80,000 in inventory,
then your inventory turnover ratio would be 10,
meaning that you sell the average item ten times
per year. A high turnover ratio means you’ll have
less money tied up in inventory, new products to
attract customers and higher sales for the same
amount of space.

Remember every product has to pay its own way,
both in terms of the space it takes up in the store
and in the interest on the capital you have tied
up in it. If a product turns over slowly, taking
up valuable shelf or floor space while collecting
dust, then you'll want a handsome profit margin
as your reward. On the other hand, if a product
turns over quickly, it doesn’t need to make quite
as high a profit margin.
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Controlling your payroll costs

Analyzing your gross profit margin

You can find your gross profit margin in the
Profit & Loss Year to Date report (under the
Accounts tab in the Index to Reports window),
displayed as a percentage next to the gross
profit total. This margin is crucial to all retail-
ers, indicating how profitable the “core” buy-
ing and selling element of your business is, in-
dependent of overhead.

Monitor your gross profit margin from month
to month and check that it remains consistent.
Even better, compare your gross profit margin
against that of similar retailers. Often, adjust-
ing profit margins by a couple of percent up or
down can make or break a retail enterprise.

Controlling your payroll costs

One of the most significant expenses for retail-
ers is wages. This being the case, it makes sense
not only to make your weekly payroll process
as efficient as possible, but, from a manage-
ment perspective, to generate payroll manage-
ment reports summarizing total spending for
each employee and pay category.

Using MYOB software to record wages

You'll find payroll features in MYOB Premier
Accounting and MYOB AccountEdge, but not
in MYOB BusinessEssentials or MYOB FirstEdge.
MYOB accounting software automatically cal-
culates weekly wages, payroll taxes, entitle-
ments (such as FICA and Medicare) and other
deductions, as well as printing weekly paycheck
stubs and annual payment summaries.

Time savings begin to accrue when your busi-
ness has three or more employees, especially
if you employ occasional workers or pay over-
time.

Reporting on payroll expenses

One of the first ways to analyze payroll totals is
to separate wages into categories, rather than re-
porting it as one lump sum.

Start off in the Accounts List and create separate
wage expense accounts for each major wages
category in your business. For example, you
might have Wages (Admin), Wages (Cleaning),
Wages (Sales Associates), Wages (Manager) and
Wages (Packers). Remember that you can create
Header Accounts and Detail Accounts in the Ac-
counts List. “Wages” can be a Header Account,
and the different types of wages can be Detail
Accounts underneath.

Next, review the Wages Expense Account in the
Employee Payroll Information window of each
employee’s card. Change these accounts so they
reflect the detailed categories you just created in
the Accounts List. For example, you might change
the Wages Expense Account for the cleaner from
“Wages Expense” to “Wages (Cleaning).”

When you finish this setup, you'll find that Profit
& Loss reports, Budget reports and Job Profit &
Loss reports will all include detailed reporting on
wage expenses.

Analyzing payroll percentages

One big advantage of setting up wages accounts
in detail is that you can analyze each type of
wage expense as a percentage of income. Per-
centages can be more meaningful than dollar
figures, because it is easy to know in your head
that your income rose last year and so did your
wages expenses, but it is not so easy to know in
your head whether the wages rose in proportion
to your income.

The most useful analysis reports are the Profit &
Loss Percent Sales Analysis report and the Profit
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Understanding tax

& Loss Year to Date report. As well as this, you
can use the Profit & Loss Last Year report to see
the dollar differences between this year and
last year, or you can use the Profit & Loss Bud-
get Analysis report to monitor whether your
total wages costs are falling within budgets
each month.

Discuss these percentages with other retailers
in businesses similar to your own, either at lo-
cal chamber of commerce meetings or through
your industry association. This comparison will
demonstrate how your business performs when
compared to others, and you can monitor this
percentage on a monthly and yearly basis. If
wages are taking an ever-increasing percent-
age of your income, or if wage costs are much
higher than they ought to be for your industry,
use this information to evaluate where ineffi-
ciencies might be occurring.

Understanding tax

MYOB software makes accounting for your
taxes about as easy as something so com-
plex could be. As long as you record all your
transactions and allocate the right tax code to
each one, there’s not a great deal that can go
wrong. The main thing to remember is to allo-
cate the right tax code when recording trans-
actions. This done, everything else should fall
into place.

Dealing with taxable freight charges

MYOB Premier Accounting and AccountEdge
make it very easy to record and track any tax
you are charged on your vendor’s freight charg-
es. Just make sure that you enter designate the
freight charges as taxable when you record
your purchase in the Enter Purchases window.
To do this, just click in the small box to the
right of the Freight field. Your MYOB software
will automatically calculate the tax you owe on

these charges, based on the tax code that you
have selected for the entire purchase.

If your freight charges are taxed at a special rate,
simply enter these charges on a separate line in
the Enter Purchases window and select the appli-
cable tax code for these charges from the drop-
down list.

If you use MYOB BusinessEssentials or FirstEdge,
the easiest way to track taxable freight charges is
to enter them on separate lines when you enter
the payment in the Spend Money window.

Deciding what tax codes you need

Most retailers find that they only need two or
three tax codes. If you import goods from over-
seas, you may also need the additional tax code
IMP. (For more information about these codes,
refer to the guide to MYOB Software for Import-
ers and Exporters.)

To review your codes, go to the Lists menu and
choose Tax Codes. Comparing your list with the
list shown below, delete any codes you don’t need
(they’ll only cause confusion) and add any other
codes that you need. For all tax codes, the Linked
Account for Taxes Collected and Paid should be
Sales Tax Payable. Once you’re finished, your tax
code list should look similar to the one below:

B Tax Code List

Descnption
County Tax
Consolidated State Tax | Consolidated
City Sales Tax | Sales Tax
Exempt | Sales Tax
Import Duty | Impost Duty
Metropalitan Tax | Sales Tax
State Sales Tax | Sales Tax
Zeio Rated Tax | Sales Tax

)
=)
=)
=)
=)
=)
=
=)

| Print Hew

Your tax code list should look something like this.
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What do the different codes mean? Here’s an
explanation:

CNT (County Sales Tax)

Use this code if your county charges a separate
sales tax on any of the goods or services that
you sell.

CST (Consolidated State Sales Tax)

If your state permits you to consolidate all sales
taxes into a single payment, use CST to calcu-
late the consolidated tax amount.

EXM (Tax-Exempt Goods and Services)
Even if you don’t sell any tax-free goods or ser-
vices, you're bound to end up recording tax-
free expenses such as bank charges, donations
or government charges.

ZER (Zero Tax Rate)

ZER is the code you should use for expenses
that are not normally taxable, such as loan re-
payments; bank transfers and personal spend-

ing.

Deciding which codes to use and when
One of the tricky things when first recording
income and expenses is to figure out what tax
code to use when. Here are tips to help you
out, written especially with retailers in mind:

Income
e All taxable income should have a tax
code.

Expenses
¢ All purchases of taxable items should have
a tax code.
¢ All purchases of tax-free items should have
EXM as the tax code.
¢ Thetax status of rentals and lease payments
depends on what you’re paying off, when

you bought it and how your accountant
intends to treat it. Ask your accountant.

Budgeting for tax

One of the harder aspects of running your own
small business is keeping track of how much tax
you owe, and making sure that you have suffi-
cient funds available when tax bills come due.
Fortunately, you can use the financial reports
in MYOB software to help you budget for tax,
avoiding any nasty surprises.

The best way to avoid getting in a pickle when
your taxes come due is to open a savings account
that links to your business bank account, so
that you can transfer money between accounts
easily.
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