Support Notes

Inventory Change Overs

This support note is suitable for:

« MYOB Accounting
e MYOB Premier
e MYOB Premier Plus

Introduction

An inventory change over is the situation whereby an old part is handed over to a vendor in
exchange for a new or reconditioned part. The old part received by the vendor is then
reconditioned to a saleable condition and the process begins all over again. This support note
outlines the steps you should follow to handle this situation

How can | account for inventory change over?

1. Set up an inventory item to record the item that has been handed over. The item number
should be the same as the saleable item number with a 'C' at the end of the item number to
signify that it is a used change over item and not ready for resale. Mark the 1 Buy This
Item and the I Inventory This Item check boxes.

Note: The Asset Account for Item Inventory should be the Work In Progress asset
account. You may need to create that account.

2. Set up an asset account called Contra Cheque Account. This account should be set up
with the Detail Account radio button selected. Make sure you select Bank in the Account
Type field.

3. Set up another inventory item called Generic Change over. This a generic item and should
be marked 1 Sell This Item only. The linked income account will be the Contra Cheque
Account. If an old part is handed in, the Generic Change Over item is used on the sales
invoice to reduce the sale price of the reconditioned item.

Note that when entering in the linked income account, the message "The account for
tracking sales is usually an income account" will appear. Click OK to ignore the warning and
continue.

4. Create an item sale. On the first line enter the details of the new reconditioned item being
sold. On the second line enter a negative figure in the Ship column and select the Generic
Change over item to reduce the overall debt of the customer.
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5. Create an Item purchase and record the purchase of the actual old item that has been
handed in.

6. Pay for the purchase of the handed in item through the Pay Bills window. Make sure that
the cheque account selected for paying for the purchase is the Contra Account. The
Contra Cheque Account will be left with a zero balance and the Work In
Progress account should have a debit balance for the value of the handed in item.

7. Once the handed in item has been repaired to a saleable state, you need to prepare an
Inventory Transfer to move the item from Work In Progress to your normal trading
stock Inventory. Parts added during the reconditioning process will also need to be included
in the inventory transfer.

Note: GST does not get included in the value of inventory, so ensure you complete the
Inventory Transfer using GST exclusive values.

The parts used in the reconditioning process should be entered as negative quantities in
the Inventory Transfer. When all parts have been entered, you need to add the total of all
negative amounts and enter this Amount as a positive value for the reconditioned item. The
Out of Balance figure at the bottom of the Inventory Transfer window will now be $0.00.

When the Inventory Transfer is recorded, the extra parts used in the reconditioning will
be moved from the Raw Materials account into the trading stock Inventory (finished
goods)account. The cost of these parts will contribute to the cost recorded for the
reconditioned item ready for sale.

Example

XYZ Heating runs a heater repair business. As part of the business, a change over service operates. If
a customer hands in an old heater core in exchange for a new or reconditioned heater core, a $20
discount is given. The exchanged heater core is then reconditioned and sold at a later stage.

Note: As the GST implications could vary, the N-T tax code has been used in the example.
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Step 1 - Set up an inventory item to record the item being handed over

[& MYOB Premier Plus - [Item Information]
@ File Edit Lists Command Centres  Setup Reports  Window  Help

Profile T Item Details T Buying Details ' Selling Details ' Hiztory T Auto-Build T Locations

Iterm Mumber: || ] [ Inactive lkem

Marme: | Heater Change OWer Quantity On Hand == ’70
Current Yalue = ’W

fverage Cost [ $0.00

Committed &: [ 0

OnOder s [ 0O

Avalable e [0

Iv 1 Buy Thiz lkem
I 1 5ell This ltem
Iv | Inwentorn This ltem Azzet Account for ltem Inventary =2 111401 |&]|Work in Progress

% Copy From

7. WS

Help F1 Hew

Step 2 - Create a contra account

& MYOB Premier Plus - [Edit Accounts] =13
@File Edit Lists Command Centres  Setup  Reporks  Window  Help - 0 X

Profile Details B anking Hiztary

11999 Contra Account Current Balance = | $0.00

" Header Account [ Inactive Account

* Detail Account

Account Classification: Aeset
Account Type: | Bank

Account Humber: 1 - | IREEE
Account Name: | Contra Account

Opening Balance: | $0.00

Help F1 Budgets
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Step 3 - Set up an inventory item to reduce the sale price of the reconditioned item

& MYOB Premier Plus - [Item Information]

# File Edit Lists Command Centres Setup Reports  Window  Help

FProfile [tern Detailz Buying Detailz Seling Detailz Higtory Auto-Build Locations

[ Inactive ltem

[tern Mumber:

H ame:; | Generic Change Over Return

[ | Buy This ltem
Il? | Sell This ltem Income Account for Tracking Sales & (11933 ¥ Contra Account I
| [rventom This [bem

Step 4 - Record the sale

{2 MYOB Premier Plus - [Sales - New Item] =19

@File Edit Lists Command Centres  Setup  Reports  Window  Help L L

Customer & |The Motar Company Tems = C.O.L.

Del to =1: The Motor Company Ireeoice #: 00000001
B3 Diriveraway Foad = .
Edwardztawn 2112 Date: (1141372008

Australia Cuztamer PO #:

3 Itern Mumber [TaTy Pri i Tatal Job
1234 Heater Reconditioned $120.00 $120.00
orGeneric Change Over [Generic Changs Over Return $20.00 [$20.00)

Subtotal: $100.00
Freight: $0.00
Deliver Via: 0% Tax = $0.00
Promized D ate: Tatal Amount: $100.00

Salesperson
Cornmert:

LT

Journal Menno: tSaIe; The Matar Compary Faid Tadaw: | $0.00

Fayment Method: [Cash = Details...

Balance Due: $100.00

Fieferral Source: |
Irivioice Delivery Skatus: | To be Printed

Ll b

(IJ Save as Hecurring! CLD Uze Recurring | - Reimburse |

Help F1 Print Send To Qournal Layout Fegister
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Step 5 - Record the purchase of the change over item received

p T —

¢ MYOB Premier Plus - [Purchases - New Item] [EJE|

@ File Edit Lists. Command Centres Setup  Reports  Window  Help - |
BILL -

Supplier 5= |Change Ower Received Temms = C.OD.

Del ta = ]: Cleanwater Pty Lid Purchase #: | 00000003
25 Spring Street
BlacEgErgn = Date: |11/13/2008

WIC,3130 Supplier Inwi:

der Item Mumber
12340 Heater Change O er

Subtatal:

Cormment; = Freight:
Deliver Via: 0% Tax &
Promized D ate: Total Amount;

Journal Memo: | Purchase; Change Owver Received Paid Today: |

Bill Delivery Status: | To be Printed Balance Due:
(B) Save as F!ecuning| l:\'DJ Use Recuring

.&ccount;|1-‘|999 ‘5| Corira Account Balance oxi [$100.00)

Supplier = lChange Over Received 3 Chegue Mo.: |1
Papee |=|: [Change Over Received Date: [11/137/2008
Amount: I$2D.DD

Twenty Hong K.ong Dollars Only

Merno: | Papment: Change Over Received RRRT

Suppli ArnoLint b ok d :
o= Open 11352009 $20.00 $20.00

|

Total Applied: $20.00
[ Include Clozed Purchases Finance Charge: $0.00
[ Chegue Alrgady Printed Total Paid: $20.00
Remittance Advice Delivery Status: | To be Printed - Out of Balance: $0.00

0 Pap &l

g

Cancel
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Step 7 - Prepare an inventory transfer

Assume that the reconditioning of the heater resulted in the use of the following parts:
0.75 m 1- Copper Pipe

0.62 m GMH Grill Mesh

1 Can of Black Spray Paint

1 Change Over UC Heater Core

(22 MYOB Premier Plus - [Adjust Inventory]
@File Edit Lists Command Centres Setup Reports  \Window  Help

Irventon Jaurnal Mumber; | lJoo00o:

Diate: | 11/13/2008

b ermo: | Heater Care Reconditionsd

|term Murmber [luartity il Aot Aooount b o
CxHeater Change Owver - $20.00 [$20.00)
o1 'Copper Fipe - $0.75 [#0.75)
o:.62m Grill Mesh 7 $10.00 [$10.00)
o:Spray Paint-Black - $5.00 [$5.000
CxHeater Core Becondition 335 75 $35.75

7. & |G
5
Help F1 Joumal Regizter
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