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About this Guide

This Guide is for use by SedonaOffice customers only. This guide is not meant to serve
as an operating or training manual, its purpose is to provide an overview of the content
contained within, and to be used as a reference guide only.

SedonaOffice reserves the right to modify the SedonaOffice product described in this
guide at any time and without notice. Information in this guide is subject to change
without notice. Companies, names and data used in examples herein are fictitious
unless otherwise noted. In no event shall SedonaOffice be held liable for any incidental,
indirect, special, or consequential damages arising out of or related to this guide or the
information contained herein. The information contained in this document is the
property of SedonaOffice.

This guide may be updated periodically, be sure to check our website at
www.sedonaoffice.com for the most current version.

Copyright 2008
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Standard Costing vs. Average Costing

Until the release of SedonaOffice version 5.1, the only inventory costing method
available was Average Costing. Version 5.1 introduced Standard Costing as a new option
of calculating and maintaining your inventory part values.

Historically, our customers have experienced issues with the average costing method;
when significant cost changes occurred; it took a great deal of time for the average user
to understand the transactions and how the average cost value occurred. Additionally,
the users spent a great deal of time performing stock adjustments to reset their
inventory values to realistic value.

Based on our experience and understanding of inventory processing, we feel that the
use of Standard Costing can be a tremendous benefit to the management and reporting
of the inventory process in SedonaOffice. If your company is currently utilizing the
Average Costing method, we highly recommend you switch to the Standard Costing
method.

Whether your company chooses to use the Standard or Average costing method, it is
important to understand how the SedonaOffice application calculates and maintains
inventory part costs.

Average Costing
Average costing is a method of calculating part cost by warehouse based on the
cumulative receipt transactions (negative and positive) for a given part.

Average Costing allows you to:

e value inventory at a moving average cost
* track inventory costs without the requirement of having predefined standards
* Track historical part costs

How is the Average Cost Determined?
The unit cost of an item is the average value of all receipts of that item to inventory, on
a per unit basis. Issues from inventory use the current average cost as the unit cost.

The inventory is valued at an average cost, weighted by quantity (inventory cost =
average unit cost * quantity). Each warehouse may have a different average cost based
on the receipt transactions in/out of the warehouse.

Page 4 of 16 Last Revised: January 15, 2009



SedonaOffice Inventory

The #1 Financial Software for Security Companies

Perpetual Recalculation of Unit Cost

For the transactions listed below, the transaction unit cost may be different from the
current unit cost for an item. In such cases, after the transaction has been processed,
the item's unit average cost is automatically recalculated. As a result, at any time,
inventory is valued at a current, up-to-date average unit cost.

* Purchase order receipt
e Return to vendor
¢ Transfer between warehouses

Purchase Order Receipts

The receipt of parts on a Purchase Order affects the Average Cost when a part is
ordered at a cost that is lower or higher than the current average cost in the warehouse.
When the Purchase Order is received, the part unit cost is used to debit the inventory.

If the part cost on the Purchase Order is lower or higher than the current average cost in
the warehouse at the time of the receipt, the average cost will be recalculated and
lowered or increased to a new average cost.

Purchase Order Receipt Transaction

For example, a Purchase Order was created for a part with the amount of $.80/ea. At
the time the Purchase Order was created, the current average cost of the part in the
warehouse was $1.00. After the part on the Purchase Order was received, the new
average cost of the part in the warehouse is calculated as $.90.
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MC Crimp Connector) [= | =] =
Part Code: CD-CPaa2 ‘Warehouse CA
Description: RG59 % BNC Crimp Connector Branch CA
Detail: RG539 x BNC Crimp Connector Account 12000
Product Line: Connectors Minimum Qty 1]
Manufacturer: MfA Maximum Qty 0
Manuf Part Code: CD-CP332 Committed Qty 0
upPC: On Hand New 1
Special Order: M On Order Qty 0
Sales Description: RG59 x BMNC Crimp Connector Out For Repair 0
Sales Price: £2.25 Value On Hand £0.90
Service Description: RG59 x BNC Crimp Connector Row
Service Price: £3.00 Shelf
Total Qty: 1 Bin
Total Value: 0,90 Inactive N
Cost Method: Average
Date | Warehouse | Reference | Description | Quantity | Cost Extended Cost | Time/Stamp
6/1/2008 CA 100 Job -1 $0.90 ($0.90) 6/1/2008 5:59:12 AM
6/1/2008  CA Receipt 1 $0.50 $0.80 6/1/2008 5:57:35 AM
5/1/2008  CA Adjustment 1 £1.00 £1.00 6/1/2008 5:53:54 AM
Totals: 1 £0.90

Issuing Parts to a Job or Service Ticket

When parts are issued from a warehouse, the cost applied to the Job or Service Ticket is

the current average cost at the time of the transaction.

If parts for a Job or Service Ticket are ordered on a Purchase Order, received in and

issued immediately (option on the Parts Receipt), the cost applied to the Job or Service

Ticket is the Purchase Order receipt cost. If those same parts are received into a

warehouse then issued as a separate transaction, and the average cost is different than
the Purchase Order cost, the issue transaction will be calculated at the current average
part cost in the warehouse of the issue transaction.

Returning Parts to Stock

When parts are returned to stock from a Job or a Service Ticket, the original issue cost is
used for the return transaction, provided the Job or Service Ticket number is referenced
on the return transaction. If parts are returned to stock not referencing a Job or Service
Ticket number, the current average cost in the warehouse is used for the transaction.

Returning Parts to a Vendor

Part returns may affect the average cost of the parts in a warehouse. If a partis
returned to a Vendor at a lower or higher cost than what is the current average cost in
the warehouse, your inventory could possibly have a positive or negative value with no
guantity on hand.
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For example, 1 part is on hand in the warehouse with a current average cost of $.90.
The original purchase cost was $.80. The Vendor part return transaction was created for
1 @ $.80. The end result is 0 on hand with a value of $.10.

e crimp Connector) oo ]
Part Code: CO-CPg2 Warehowse ca
Description: RGES w BNC Crimp Cormector Branch A
Detaik RZ59 w BNC Crimp Connechor Moot 12000
Product Limae: Cormarton Minimam Qty 0
Hanufacturer MiA Mastimum by o
Hanuf Part Code: Co-CPES2 Committed gty 0
WP On Hand Hewi o
Special Order: N On Order ity o
Sales Descriptson: RGES x BNC Crimp Cormector COut For Repair 0
Sales Price: 8215 Valise On Hand 50,10
Service Descripbion:  RGES x BNC Crimp Connector R
Service Prices £3.00 Shell
Total (ty: 5 Bin
Tatal value: §5.05 Inactive N
Cost Method: Average
Date | Warehouss | Reference | Desorpbion | Quansty | Cost | Extercled Cost | Time/Stamp |
612008 -} Return b Vends -1 SEBD [SJJ.&:I:I 6112008 6:33:13 AM
/12008 cA X Job 1 20,50 80,90 6/1/2008 6129129 AM
6L CA stek Trarmder 1 £0.50 (40,90) 6/1/2008 6:15:34 AM
G120 Ca 100 Job =1 $0.90 (90.90) 6172008 5:59:12 AM
612008 Ca Recept 1 50,50 S0.80 612008 5:57:35 MM
G002 Ca Achustment 1 $1.00 £1.00 &/1/2008 5:53:54 AM

Totals: ] &0, 10

Part Transfers

Transferring parts from one warehouse to another may affect the average costing in the
warehouse receiving the part transfer. When a part is transferred from one warehouse
to another the cost from the originating warehouse will be transferred to the
destination warehouse. A transfer could result in raising or lowering the average cost in
the destination warehouse if the average cost in each warehouse is different.

For example, a transfer was made from a warehouse where the average cost was
$.90/part. The average cost in the “transfer to” warehouse was $1.00/part prior to the
transfer. After the transfer, the new average cost on the “transfer to” warehouse is
S.95/part.

Correcting Inventory Balances

In situations where the part value in the warehouse is no longer realistic, you have two
choices for making inventory valuation corrections. You may make a manual stock
adjustment or wait until the next physical inventory were the adjustment will be made
automatically when the inventory is released and variances are posted.
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Dealing with High Fluctuation in Part Costs - Direct Expensing

If parts are being ordered at a much lower cost than your current average cost, you may
use the direct expense option on the Purchase Order. This way the warehouse average
cost will not be affected by the favorable pricing from the vendor. The direct expense
option is typically used when parts are being ordered for a particular Job when your
company is receiving special pricing from the vendor. If parts are ordered for stock and
the vendor is offering a special sale price of which you want to take advantage, you may
direct expense the parts then perform a stock adjustment to put the parts into stock.

If excess parts are returned to stock from a job where the parts were direct expensed,
the cost of the part from the original Purchase Order receipt will be used for the
transaction, which will lower your average cost in the warehouse.
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Standard Costing

Standard Costing allows for the standard usage of a cost basis on a Part level to ensure
all transaction for the Part are using one cost for all transactions throughout the
inventory and usage processes. With the use of Standard Costing the part value in the
Inventory system will always be its quantity multiplied by its Standard Cost.

All issues/returns of a Part will always use the Standard Cost. This will alleviate the
discrepancies and anomalies that occur in the costing and value of inventory when using
an average costing method.

Parts received on a Purchase Order that vary from the standard cost in the warehouse
will be valued into the inventory at the standard cost. The variance will record to the
PPV account.

If you have special projects where you are receiving pricing from a vendor that is much
lower than your standard cost, you may direct expense these parts to the Job. This
allows you to determine profitability based on the actual part costs associated with the
Job.

Standard Cost Advantages
e All parts retain the same value throughout your inventory process until you
decide to change them.
* Salespersons will have a standardized cost to reference when quoting jobs.
* Cost fluctuations record to the PPV account for both favorable and unfavorable
purchase variances to the standard part cost.
* You may direct expense parts on special projects
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Standard Cost Maintenance

When using the standard costing method, periodically you will need to review your
costs to determine when the standards should be changed. This typically occurs at the
time of a physical inventory.

When your company makes a change to a standard cost of a part, a general ledger
transaction is recorded to the PPV (Purchase Price Variance) account for the difference
between the old cost and the new cost times the number of parts in the warehouse. If a
part is located in multiple warehouse locations, make certain to update the cost in all

warehouses.

O Part Edt (UM Security ==
Bart [or-peF100TW [ Ipactive
UipartDetal | 5 vendors | B Akt Parts & Warehouses | | custom Fiekds |
Warehouse [Mn... [Max..[Row [snef [Bn | stand cost]

CA Man D 0 3,50
Warehouse [T Mam _-_I Rowi
M Ii Shﬂifl—
mex [ s
Standard Cost [3.20
¥ et &ll Warehouses|
hew | add | peee |
Save | Copy | Close ]
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Updating Part Costs

Regardless of which costing method your company is utilizing, you have the ability to
change part costs by using the SedonaOffice Parts Update utility. This utility allows you
to update the cost of a part based on information contained in an Excel spreadsheet.
Many parts suppliers will provide you an electronic file with your updated purchase
costs that may be used as a basis to import cost changes into SedonaOffice.

You may download the SedonaOffice Parts Update utility from our company website.
http://www.sedonaoffice.com/Downloads.html select the latest version from the list of
downloads.

Sample Excel spreadsheet:

Service Sales Purchase Primary
Part Code Description Price Price Cost Supplier
B73 273 Inticating 1-Gang Panic Puch Button 1467 11.0025 4 89 ADI
F,
457 457 12 Battery 2202 16.515 734 ADI
"506 306 Flat Panel Key 4.85 3.4875 1.55 ADI
-
620 RJ31X Telecam Jack 10.8 8.1 3.60 ADI
F-
621 RJ31X Telephone Jack 8.3 6.975 30 AD 0
a5 595 Recessed Motion Detector 106.35 79.7625 35.45|ADI
L
1321 1321 Transformer 16V Plug-In 120 50 40.00 A
SedonaOffice Parts Update Utility:
e PartsUpdate ver. 5.1.6 ==
Drag Excel headers to Mapping list. Double click mapping to erase mapping. Click “Import Spreadsheet”’ when done
Excel Columng Mapping Defaults
On QuickBooks List Part Cade Part Code Supplier 201 -
Part Code Description N .
Deescription Detail Set Supplier as Primary Supplier o
Detail Product Line Product Li
Praduct Line Marwifacturer Lrodust Lng | Alam :l'
M anufacturer Customer Equipment ,—_l
Customer Equipment Service Description Manufacturer [ Ademeo ~
AR Invoice ltem Code Service Price Service Price Iraice It - -
Service Description Sales Description DD E quipment
Service Price Sales Price Sales Price Sales Markup ,710
Sales Description urchase Cost Purchase Cost :
Primary S upplier Add to Sales price list v
t Supplier Part Mumber
er Purchase Description Service Markup 1.0
Supplier Part Mumber Labor Units
Wendor Manufacturer Part Number Addte Service price list v
::;zr:cription HEES Show on Customer Equipment List — [w
Type MHon+/alue Part .
Cost Service Part S L
Prica Sales Part Update parts only. do MOT create @
Tauable Special Order
Quantity On Hand Inactive —Set Part
Reorder Paint Supplier List Price & Bctive
Quantity On Order Userdef Table 1 - It
Userdel Table 2 nacive
Userdef Table 3 " Mo Changs
Userdef Test 1
Userdef Text 2 Halt on eror v
Userdef Text 3
Userdef Text 4 FFY Account -
Userdef Tewt 5 X
Userdef Money 1 Direct Expense -
Userdef Money 2
Userdef Check 1
Hagidel Check
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Managing the PPV Account

All part receipt or return to vendor transactions that record to the general ledger at a
cost that differs from the current standard cost will record an entry into the PPV
account. The PPV account is a balance sheet account. Part of your month-end close
should include a Journal Entry to move the PPV for the month into a Cost of Goods Sold

account.

If you see large debit entries into the PPV account, this should be brought to the
attention of the person who is in charge of setting standard costs. This may indicate it is
time to update the standard cost of a part.

The Journal Entry may be split between branches. The PPV transactions may be viewed
from the G/L account register. Here you may view the PPV entries and decide how to
record your month-end journal entry.
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Physical Inventory - Best Practices

Taking a physical inventory is a huge event in most companies. It requires precise
planning and execution to obtain and record an accurate count of your inventory parts.
The physical inventory process in SedonaOffice locks a warehouse on a particular date in
time. During the time the warehouse is locked, no transactions may be performed to
move inventory in or out of the warehouse. It is crucial that count and variance
reconciliation is completed in a reasonably short period of time to have the least impact
on your normal business operations. Below is a checklist of things to consider when
preparing for a physical inventory.

* Plan carefully in advance.

e Establish cut-off dates/times for all pre-inventory transactions to be completed.
* Make certain all staff members understand the impact of an accurate count.

e Make certain truck stock is ready to be counted.

* Process all open Service Tickets that used parts.

* Process all job part issues and returns to stock.

* For parts out for repair, make certain you have a list of those items to include in your
counts.

* Process all Vendor part returns.
e Perform issue transactions for parts being scrapped.

Early Counting

If your company has a very large inventory with many parts where you expect no
movement in our out of the warehouse, you may print a Stock Status report a few days
before the actual count. You may record counts on the report then later use this for
data entry when entering the rest of your counts from the count sheets. This will allow
you time to pre-count parts and save time on the actual day of the physical count.
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Count Day

On the day of the count, you will create the Physical Inventory record for each
warehouse being counted. The date you select on the Physical record will be the date
the warehouse becomes locked. No transactions may be processed until the Physical is
released.

When creating the Physical Inventory record, make certain to select the desired sorting
options. This is the order in which the parts will print on the count sheets. There are
three sorting option levels from which to select.

&) Edit (CIM Security) (==
Code |cAMain 01-01-2009
Setup Information l Partsl
Detail
Descriphion |cAMain 01-01-2009
Warehouse | CAMain ﬂﬂ
Start Date |1/1/2009 =
[v Lock Warehouse Get Parts
Count Sheet
Sort Count SheetBy: | Product Line] R
Then: Row Sort By Column
H Part Code
e Part Code Description
[~ Print Value Detail
|
[ Print Quan R
Shelf
Bin
Save | Close |
Print Count Sheets

Once the Physical has been created, print your counts sheets. Open the Physical
Inventory record and press the print preview button to launch the count sheet report.
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Enter Part Counts

Once all counts have been completed, enter the counts into the count sheet grid.
Counts are entered in the +/- column. At the bottom of the count sheet is an option File
Skipped Counts as Zero. If you do not have a count for a part you do not have to enter 0
on these part lines.

) Physical Counts
User |administrator View Detail
Parts List Location Counts fod

# | Part Description Detail Product Line Row | Shelf |Bin Uzer Count| +/- Met Oty
__L 1| 5N-DK2655 DK-2655 Digital Keypad System | DK-2655 Digital Keypad Access 1] o] a

2 |SN-M3212 M3212 600lbs Mini-Mag Lock M3212 600lbs Mini-Mag Lock | Access 0 o o
: 31321 1321 Transformer 16V Plug-In | 1321 Transformer 16V Alarm (1] 0 1]
| 4| 1IE-ZA431P13X Alarm Panel DSL Filter Alarm Panel DSL Filter Alarm 0 o o
| 5273 273 Inticating 1-Gang Panic 273 Inticating 1-Gang Panic | Alarm (1] a [}

6 [41005M 41005M Serial Interface Module | 41005M Serial Interface Alarm ol o a
: 7 | 419050 41905N 2-Zone Expander 41505N 2-Zone Expander Alarm (1] o] a
- 8| 4190WH 4190WH Remote Point Module | 4190WH Remote Point Alarm 0 o o
- 9 |41935N 41395N Mini Multiplex Module 41395N Mini Multiplex Alarm 1] o] a

10 4204 4204 4-Wire Relay Module 4204 4-Wire Relay Module | Alarm 0 1] i}
: 1142080 43020 8-Zone Universal 43020 8-Zone Universal Alarm 1] o ]
| 12 4219 4219 8- Zone Expander 4219 8- Zone Expander Alarm a o 1}
| 134229 4224 Zone Expander w/2 Relays | 4229 Zone Expander w/2 Alarm 1] [a] 1]

1442814 4Zone Receiver Belays Alarm of o 0
: 154285 4286 Voice Module 4286 Voice Module Alarm 0 o ]
|| 16 | 42935N 42935N Miri Sim 42935M Mini Sim Alarm 0 o o
| 17 | 467 467 12V Battery 467 12V Battery Alarm (i a [}

18 508 508 Flat Panel Key 506 Flat Panel Key Alarm (1] 1] i}
: 19| 51400LM 5140DLM Superviged Dialer 5140DLM Supervised Digler | Alarm (1] o] a
| 20 | 5140MPS-1 5140MPS-1 Manual Pull Station | 5140MPS-1 Manual Pull Alarm 0 o o
| 21| 5192507 51925DT Photo Smoke Detector | 51925DT Photo Smoke Alarm a [u] a

22 | 5B00MICRA 5800MICRA 3/47 Wireless SBOO0MICRA 3/4™ Wireless Alarm (i) [u] (i}
: 23 | 5300RP SE00RP Wireless Repeater S800RP Wireless Repeater | Alarm (1] o] a
- 24| 5800551 5300551 Wireless GB Shock 5800551 Wireless GB Shock | Alarm 0 o o
- 25 | 5800TM 5800 Transmition Module 5800 Transmition Module Alarm of o ]

26 | 5802MN 5802MN Single Button Panic 5802MM Single Button Panic | Alarm (1] 1] i}
: 27 | 5804 5804 Wireless Ket Transmitter | 5804 Wireless Ket Alarm 0 \D__/ ]
| 28 | 5804-2 5804-2 Two Button Wireless Key | 5804-2 Two Button Wireless | Alarm a o 1} =

0| canaon D Mieectinnal i, i Diccetianali, al al a

New Part ] Add Existing Part ] Import I ¥ File Skipped Counts as Zero Save | Apply I Close ]
Review Variances

Once all counts have been entered, you may review the variance report. If recounts are
necessary and you do find a different quantity than the original count recorded, if the
number of parts is larger than the original count, enter the additional parts found in the
count sheet. If fewer parts were found than the original count, enter a negative sign in
front of the quantity by which you are reducing the count.

Q) Variance List (M Security) [E=Eon =%

Total Adjustment: 567.38

Part Description Detai Orig Qty Orig Value | Count Qty Adjustment | Row Shelf Bin
[1]

5843 5849 Wireless ... 5843 Wireless ... a 0.00 3 191.25

5890P1 5890PI Wireles... 5890PI Wireles... 1] 0.00 2 133.90

65128 6128 LCD Fixe... 6128 LCD Fixe... o 0.00 1 26.93

6137 6137 Large Ke... 6137 largeKe... a 0.00 1 67.40

TI35WH 7939WH Surfa...  7939WH Surfa... 1] 0.00 10 24.50
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Releasing the Physical

Once all variances have been investigated you will release the Physical and record the
variances. The inventory program will record any variances to the general ledger
account that is selected in the Physical Release form.

& Make certain to use the same Variance Date as the Start Date when releasing
your Physical Inventory.

&) CAMain 01-01-2009 Edit (CIM Security) \&J Physical Release ==
Code |CAMain 01-01-2009 ¢ Release Only

—{% futo Adjust and Release: -

Setup Information ! Partsi [

Detail Variance Date 1f1/2009 |_|j
Dscriotion |CAMain 01-01-2009 s e i
CA Main =) adjustment posting date and variance
ut | — ..._*—] calculation date. The adjustment amount
1f1/2009 = will be calculated based on the average
StartDate ] 1l ) ‘_—j cost as of the date entered here,
v Lock Warehouse 3
Count Sheet At oo ] 5005 —1‘
Sort CountsheetBy: | Product Line Ed|
Cates Cod
e ] o j;‘ ategory Code ] __vj
Then: | Part Code Ed| Memo
¥ Print Value on Variance
[ Print Quantity on Shest
Release Physical | View Variance List 5
Save Close
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