TCT TECHNOLOGY HOLDINGS, LTD.
LICENSE AGREEMENT
AND LIMITED PRODUCT WARRANTY

YOU SHOULD CAREFULLY READ THE FOLLOWING TERMS AND CONDITIONS.

YOUR OPENING OF THIS PROGRAM PACKAGE INDICATES YOUR
ACCEPTANCES OF THEM. IF YOU DO NOT AGREE WITH THEM, YOU SHOULD
PROMPTLY RETURN THE COMPLETE PACKAGE.

TCT provides this Program and licenses its use to you. You are responsible for selecting the
Program to achieve your intended results and for the installation, use and results obtained from
the Program.

THE PROGRAM, INCLUDING ITS STRUCTURES AND ORGANIZATION, AS WELL AS
ITS CODE, IS A PROPRIETARY PRODUCT OF TCT AND IS PROTECTED BY
COPYRIGHT LAWS. TITLE TO THE PROGRAM, OR ANY COPY, MODIFICATION OR
MERGED PORTION OF THE PROGRAM, SHALL AT ALL TIMES REMAIN WITH TCT.

LICENSE
You may:

1. Use the Program only on a single computer or install the program on a single computer
network system supported by TCT. You may transfer and use the program on another
computer or computer network system, but may not, under any circumstances, use the
program on more than one computer or computer network system at a time.

2. Make copies of the Program into any computer readable form for backup and in support of
your use of the Program on a single computer or single computer network system.

3. Transfer the Program together with this License to another party, but only if the other party
agrees to accept the terms and conditions of this Agreement. If you transfer the Program and
License, you must at the same time either transfer all copies of the Program to the same party
or destroy those not transferred. Any such transfer terminates your License.

YOU MAY NOT:

1. TRANSFER OR RENT THE PROGRAM OR USE, COPY, MODIFY OR MERGE
THE PROGRAM, IN WHOLE OR IN PART, EXCEPT AS EXPRESSLY
PERMITTED IN THIS LICENSE.

2. DECOMPILE, REVERSE ASSEMBLE OR OTHERWISE REVERSE ENGINEER
THE PROGRAM.

3. REPRODUCE, DISTRIBUTE OR REVISE THE PROGRAM DOCUMENTATION.



4. IF YOU DO ANY OF THE FOREGOING, YOUR LICENSE AND THIS
AGREEMENT ARE AUTOMATICALLY TERMINATED. SUCH TERMINATION
SHALL BE IN ADDITION TO AND NOT IN LIEU OF ANY CRIMINAL, CIVIL, OR
OTHER REMEDIES AVAILABLE TO TCT.

TERM

You may terminate your License and this Agreement at anytime by destroying the Program and
Program documentation together with all copies in any form. They will also terminate
automatically if you fail to comply with any term or condition of this Agreement, in which event
you agree to destroy the Program and Program documentation together with all copies in any
form, and to provide us upon our request with written certification of such destruction.

LIMITED WARRANTY

If you discover a physical defect in the manual or in the media with which the software is
distributed, TCT will replace the media or manual at no charge to you, provided you return the
item to be replaced with proof of purchase to a RetailMagic dealer during the 90-day period after
you purchased the software.

ALL IMPLIED WARRANTIES ON THE MEDIA AND MANUALS, INCLUDING
IMPLIED WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A
PARTICULAR PURPOSE, ARE LIMITED IN DURATION TO NINETY (90) DAYS
FROM THE DATE OF ORIGINAL RETAIL PURCHASE OF THIS PRODUCT.

Even though TCT has tested the software and reviewed the documentation, TCT MAKES NO
WARRANTY OR REPRESENTATION, EITHER EXPRESS OR IMPLIED, WITH RESPECT
TO SOFTWARE, ITS QUALITY, PERFORMANCE, MERCHANTABILITY, OR FITNESS
FOR A PARTICULAR PURPOSE. AS A RESULT, THIS SOFTWARE IS SOLD "AS IS",
AND YOU THE PURCHASER ARE ASSUMING THE ENTIRE RISK AS TO ITS QUALITY
AND PERFORMANCE. IN NO EVENT WILL TCT TECHNOLOGY HOLDINGS LTD. BE
LIABLE FOR DIRECT, INDIRECT, SPECIAL, INCIDENTAL, OR CONSEQUENTIAL
DAMAGES RESULTING FROM ANY DEFECT IN THE SOFTWARE OR ITS
DOCUMENTATION, EVEN IF ADVISED OF THE POSSIBILITY OF SUCH DAMAGES.

The Warranty and remedies set forth above are exclusive and in lieu of all others, oral or written,
express or implied. No RetailMagic dealer, agent, or employee is authorized to make any
modification, extension, or addition to this warranty.

RetailMagic is a point-of-sale software designed to assist a small business and retail outlet in
managing sales, bookkeeping and inventory control through the two modules: RetailMagic
Accounting (SMB) and RetailMagic Point-of-Sale (SMS).
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System Requirements

Single User

Computer: 486-100 Mhz IBM compatible with an average of 5SMb of hard disk space per each
year of data. 4Mb of available RAM. A color VGA monitor.

Printers: Optional. The program supports up to 4 parallel and 2 serial printers.

Modem: Optional but is useful for downloading updates.

Other Devices: Credit card and bar code scanners are optional.

Multi-User

Recommended platform: Novell Netware 3.12. The program also operates under a peer-to-peer
network such as Artisoft Lantastic, Windows 95 or Windows for Workgroups. For optimum
performance, however, Novell Netware 3.12 is recommended.

Installation

The installation process will install both RetailMagic Point of Sale and RetailMagic Accounting
modules in the directory \SMS of the default drive C. You can also install the program on
another drive if required.

Insert the Program Disk in your A: Drive.
At the DOS prompt, input “A:” (without quotations) and press the Enter key.
Input “INSTALL C:” (without quotations) and press the Enter key.

NOTE:
a) If you want to install RetailMagic on another drive input “INSTALL d:” where d is
the preferred drive.
b) If you encounter the error message “Packed file corrupted”, input “LOADFIX
INSTALL” instead of just “INSTALL”.

Follow the instructions on your screen, allowing the install program to alter Autoexec.bat and
Config.sys. When installation is complete, remove the diskette from the A: Drive and Reboot
(reset your computer).

Where To Now?

Now that the installation is complete you proceed to the following steps to setup, activate and
use the Program:
Read the information up to the Setup Basic Information Section, Setup Basic
Information, Setup Opening Balances and Begin Entering Transactions
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Features

RetailMagic Point-of-Sale Provides You With..

—reereereeree s — e

— e .

[
[
[

INVENTORY CONTROL
Multiple Inventory Locations
Packaging

Fractional Quantity

Unit Multiple

Piece

PRICING

Product Pricing based on Standard Cost, MSRP, Matrix Pricing or manual entry.

Pricing per customer based on Product’s Standard Cost or Regular Selling Price.

Pricing per customer per Product based on Product’s Standard Cost or Regular Selling Price.
Increases, decreases product selling prices by ranges of categories, suppliers and products.
Promotional Pricing by percentage or dollar discounted for a period.

EMPLOYEE

Commission on Sale $, Gross Profit Margin or by goals (Sale $/Hr, Gross Margin $/Hr).
Store Goal Achievement bonus.

Bonus $ per Product sold.

Employee scheduling

GENERIC TAX SYSTEM
Adaptation to government changes at user level.

SALES
Recurring Charge

CUSTOMER REPAIR

LAYAWAY/CUSTOMER ORDER
Minimum layaway deposit

Layaway schedule of payments
Deposit distribution for pick up.

ORDER ENTRY

Purchase Order manual or automatic (based on stocking level or Customer Order).
Repair Order manual or automatic (based on Customer Repair Order).

Purchase and Repair Receipt

Accounting Integration Option

The Program was designed so that the computerization of your existing operation can be taken
step by step and over a period of time. For example, you can begin using RetailMagic Point-of-
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Sale without the RetailMagic Accounting module; then proceed with some of its features and
finally with its full features, thus completing the computerization from the stage of setting up
products to producing monthly financial statements.

You can, of course, speed up the process to whatever pace you desire; including starting with a
full functional system. We do, however, recommend a progressive, incremental approach, which
will give you and your staff time to feel comfortable with computerization.

As mentioned, you can use RetailMagic Point-of-Sale alone (without integration), loosely
integrated with RetailMagic Accounting or tightly integrated.

Without Integration

If you do not need any features provided by RetailMagic Accounting such as General Ledger,
Accounts Receivable, Accounts Payable and Bank Reconciliation you do not have to set it up.
You can ignore the module entirely.

Note that Fund Reconciliation & Bank Deposit and some of the Customer and Supplier functions
(such as payments) you can access directly from RetailMagic Point-of-Sale regardless of whether
you are using the RetailMagic Accounting.

Loose Integration

If you need certain features provided by RetailMagic Accounting such as payment to suppliers,
bank reconciliation, etc. you should set it up. The set up does not take long and you can skip
over sections that are not applicable to your needs.

Tight Integration

If you need all features provided by RetailMagic Accounting you must set it up. Pay particular
attention to set up the General Ledger properly (i.e., set “Create G/L Entries” to YES, “G/L
Account Verification” to YES; check the Integration Accounts, etc.) , so that the Financial
Statements contain correct figures for the correct accounts.

This chapter gives an overview of the concepts and operations of the RetailMagic Point of Sales
program. Read this chapter for background information before you go on to use the system, and
use it as your daily reference guide when working with the program.

For specific instructions on the use of the RetailMagic Point of Sales functions, please refer to
the subsequent sections.

Tax

The Tax system can accommodate various tax structures and is user-definable. You can
incorporate any changes to the existing taxes by the government with little (if any) programming
changes:
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You define the applicable taxes and their calculation formula to your business.

You define the Product (Sale) Tax Types, Customer Tax Types and Purchase Tax Types and
specify what taxes are applicable.

For each product there is a Product (Sale) Tax Type, which indicates which taxes are applicable
when you sell the product to regular customers (those without any tax exemption).

For each customer there is a Customer Tax Type, which indicates which taxes are applicable
when you sell something to the customer.

For each purchase item there is a Purchase Tax Type, which indicates which taxes are applicable
when you buy the item.

You can specify a tax formula to charge tax on unit price ($), number of units (@) and/or other
taxes. An example of tax on number of units sold is an environment tire tax, whereby the
customer must pay a specific dollar amount of tax for each tire bought.

The Program divides the Tax system into the following sections:
Applicable Taxes: This is where you input the list of taxes applicable to your operation.

Customer Tax Type: Here you input the list of customer groups, each of which share a common
tax calculation. In Canada, regular customers pay both Goods and Services Tax (GST) and
Provincial Sales Tax (PST). Out of Province customers do not pay PST (if you ship the item to
them), etc.

Product Tax Type: In this area you input the list of product groups, each of which share a
common tax calculation. For example, for some products both taxes are applicable and for
others only one tax may apply.

Purchase Tax Type: Here you input the list of all purchase situations, each of which share a
common tax calculation. For example, the tax calculation on purchase for resale purposes
(inventory purchase) can be different from that for consumption (office supplies, etc.).
Deriving Tax Amounts

The Program generally applies the following rule for deriving the tax amount:

When a product is taxable but the customer is tax exempted then the tax is 0. Likewise, if the
product is tax exempt, but the customer is taxable, the tax is 0, regardless of whether the

customer is tax exempted.

Note that this rule is applicable unless you specify otherwise. As you will see in the section
Applying Irregular Tax Rules below, you can override this rule on a detail line basis.

Applying Irregular Tax Rules
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While the setup, as described, covers the general tax regulation, the Program provides additional
features to manage irregular tax rules, which exist no doubt, in many countries:

Purchases for Consumption (Expenditure)

You can treat a tax as part of cost for a miscellaneous purchase (expenditure) transaction. In
some countries such as Canada, the GST you paid for an expenditure is refundable, but the PST
is not. Therefore, you can instruct the Program to add the PST to the cost of the expenditure.
You can adjust the tax amount for a miscellaneous purchase (expenditure) transaction. For
example, in Canada, GST and PST amounts of a phone bill are never expressed as a percentage
of the subtotal. This is because the tax regulation treats some items as non-taxable.

In such a case, you can either:

Calculate and enter various detail lines using various Purchase Tax Types so that the calculations
for all taxes are correct. This is rather laborious and unjustified for what its worth.

Use the Tax Adjustment option, which will prompt you for the total amount of the bill and the
desired amounts for each tax. The program will then generate detail lines that result in the
correct tax amounts.

Sales

There are cases where a product is taxable if its selling price or number of units sold exceed a set
amount. For example, in some provinces of Canada:

A regular customer pays PST on a pair of shoes only if its selling price per unit is greater than
$95.00.

A regular customer pays GST on donuts only if buying less than 6.

A reseller pays PST on items of an invoice only if buying those items for internal use.

To deal with these cases, the Program allows for the following adjustments per detail line:
Replace the Product Tax Type with another Product Tax Type without ignoring the Customer
Tax Type. In this case the program will apply the taxes according to the customer’s tax status

AND the new Product Tax Type (cases a and b).

Keep the Product Tax Type but ignore the Customer Tax Type by applying the taxes according
to the Product Tax Type not the Customer Tax Type (case c).

Ignore the Customer Tax Type and replace the Product Tax Type with another Product Tax Type
by applying the taxes according to the new Product Tax Type (also case c).

Purchases
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Similarly, you may have to pay some taxes on a purchase invoice even though you have a
reseller tax exemption. This occurs if some items of the invoice are for internal use.

To deal with this case, the program allows you to replace the Purchase Tax Type of a purchased
item with another Purchase Tax Type.

Product

You can sell products as packages (consisting of two to six products); in unit-multiples (box,
dozen, carton, etc.), in pieces by breaking up its base unit (selling 1 envelope instead of a box of
100) and in fractional quantities.

Packages

A package is a product made up of two or more products (components) with each component’s
quantity expressed either in base unit or unit-multiple.

The program does not support nested packages. This means that you can not have a package that
is a component of another package. The maximum number of components for a package is 6.

A non-cost package is a package whose components do not contain any cost, and is usually, a
service. For example, an owner of a computer store may offer a service pack called SafeGuard.
SafeGuard offers the monthly services of defragmentation of a hard drive, back up of data and
cleaning the printer cartridge for $49.95.

A cost package is a package where at least one component contains a cost. For example, an
autobody shop tune-up service consists of replacing the oil (cost) and cleaning the filter (no
cost). The program further classifies a cost package as a package-based inventory or component-
based inventory item to allow for the tracking of the costs.

Supplier

Your store puts together a non-cost package not a supplier. You should, however, create a
supplier code for your store and assign it to all non-cost packages. Some cost-packages are also

of store creation and hence their supplier code should be your store.

The benefit of having a supplier code for your store is that a variety of reports are by supplier
code.

Cost Package

You can specify whether the program should track a particular package (package-based
inventory) or rely on its components’ inventory (called component-based inventory).

Package-Based Inventory Package
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An example of package-based inventory package would be the home appliance store’s dining
room set consisting of a table and four matching chairs. You, as the owner, do not normally sell
a chair and break up the set because this would decrease its resale value. The operative word
here is normally. There may be times when you are willing to break up the package to sell its
individual components. This is the reason you would want to set up the product as a package.
Otherwise, if you are sure that you would never break up a package, you should set it up simply
as a product, not a package.

Restrictions

There is no restriction applied to a package-based inventory package. A package-based
inventory package is simply a regular product and the program treats it as such.

Assemble/Disassemble

The program provides a facility to assemble and disassemble a package-based inventory
package. This allows you to combine components (to make up package units) or break up
package units (to create components).

This is the only place where the components of a package will matter. If the package contains
some non-cost components, the program will ignore them in assembling or disassembling
product.

Component-Based Inventory Package
An example of a component-based inventory package would be a computer starter kit that

consists of a computer system and a printer. You, as the owner, would not hesitate to sell the
printer or the computer separately if asked by the customer.

Component-based inventory packages are very useful as a sale’s tool to help you create various
promotional package deals.

When you sell or buy a package, the program updates its components' inventory, not the package

inventory. The package itself does not have inventory and therefore you cannot view the
inventory status of the package itself.

Restrictions

Certain restrictions apply to a component-based inventory package, as follows:

The Program does not generate purchase orders automatically for the package, but you can input
the purchase order manually. The program ignores any non-cost components of the package.

You can not make inventory adjustments to the package. You must do so to its components.
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You can not view the inventory status of the package.

You can not assemble or disassemble the package.

Cost Distribution

If you do not maintain a package as an inventory item, its standard cost is the sum of all the
components’ standard costs.

When you buy a package, the program proportionally calculates the actual purchase cost of the
individual components based on the ratio of the component standard costs over the package’s
standard cost.

For example, if a package AB consists of two products A and B and the standard costs for A and
B are $10 and $30, the component ratios for A and B are 1/4 and 3/4, respectively. If AB were
purchased for $35 then the purchase cost for A is 35*1/4 = $8.75 and B is 35*3/4 = $26.25

It is necessary to determine the actual purchase cost of the component so that the program can
determine the G/L journal entries for the purchase.

This calculation does not become distorted even when the package contains a non-cost
component because you do not buy non-cost components, and consequently, they have no effect.

Sales Revenue Distribution

Similarly, when you sell a package, the program calculates the actual selling price of individual
components proportionally based on the ratio of the component selling prices over the package’s
selling price.

For example, if a package AB consists of two products A and B, and separately the selling price
for A is $20 and B is $60, the component ratios for A and B are 1/4 and 3/4, respectively. If AB
were sold for $70 the selling price for A is 70*1/4 = $17.50 and B is 70*3/4 = $52.50

It is necessary to determine the actual selling price of the component so that the program can
generate the G/L journal entries for the sale.

This calculation does not become distorted even when the package contains non-cost
components since all components have a selling price.

Unit-Multiple

Unit-Multiple is the alternate unit description for a product.
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When you buy or sell a product you do so at some unit description such EA, LB, etc. The base
unit description should be the smallest unit description at which you can sell a product.

A unit-multiple is an alternate unit description representing a multiple quantity of the base unit
description at which you can sell or buy the product.

A cigarette product is an example of unit-multiples in that its base unit description is a pack (PK)
and its unit-multiples consist of a carton (CT - 8 packs) and a box (BX - 400 packs).

The Program supports up to 4 unit-multiples for a product. For each unit-multiple you specify
the number of units of the base unit description that it contains and the selling price.

It is important to designate the base unit description correctly by observing the following:
The base unit description must be the smallest unit description at which you sell the product.

Once set, you cannot change the base unit description until you have depleted the product
inventory.

If, occasionally, you want to sell the product at smaller units than the base unit description you
can do so through fractional units.

If you can not use fractional units (you can not express the quantity as a fraction of the base unit
description) then you can create a new product (piece) and break one base unit of the product
into units of the new product.

You can only make inventory adjustments at the base unit level.

You can use unit-multiples in sales and purchases.

Fractional Units

The program supports fractional quantities in selling products but not in purchasing. It maintains
inventory in fractional units.

An interesting feature is that you can sell fractional units for packages and fractional units for
product unit-multiples. You must use it with care because the arithmetic rounding error
intensifies and becomes significant when involving a complex calculation of component’s
quantity expressed in unit-multiples.

Pieces
A Piece is a product created by breaking one base unit of a product into smaller pieces to sell the

smaller unit. An example of this would be breaking a box of 3 ink cartridges into 3 separate
units of ink cartridges; or the customer wanting 1 envelope instead of the usual box of 100.
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Since the program supports fractional units you can use it instead if you can properly express the
pieces in a fraction of the base unit. For the example, in the above, you can express 1 envelope
as 0.01 of a box of 100 but not 1 ink cartridge as 1/3 of a box. Hence, you must create a piece
for ink cartridges to sell 1 ink cartridge.

You treat a piece of a product as a separate product and you must supply the product code when
creating the pieces. Its selling price will default to be the current base unit selling price of the

product divided by the number of pieces into which you break the base unit.

The program will create G/L journal entries to move the inventory value of the product to the
piece. For this reason you cannot break the product into pieces if both of the followings are true:

The product piece has non-zero inventory.
The previously recorded standard cost is different from the new standard cost of the piece (The

program calculated the initial standard cost of the piece by dividing the product standard cost by
the number of pieces).

Gift Certificate
Treat a Gift certificate as a product with the following exceptions:

Set up a separate category with no cost. If the program creates G/L journal entries, the Sales
Revenue account should be a liability account.

After setup of the gift certificate product you must explicitly tell the program the gift certificate
product code through the Setup Company Profile menu item.

Next, set up a Method of Payment code GC and choose Gift Certificate as the type.

When you are selling a gift certificate you must input the quantity sold as 1 (one) and the amount
of the certificate. The system will credit the liability account and debit the fund clearing.

When you are receiving a gift certificate, you make the sale as usual and use the amount of the

gift certificate as part of the tendering process. The system will credit the liability account based
on the amount of GC tendered.

Inventory

Inventory can be either stock or non-stock. With stocked products you can set the minimum and
maximum stocking levels the program is to use for generating purchase orders and purchase
returns.

You can tell the program what to do with a sale that results in negative inventory for a product:

Accept the sale without question.
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Warn the user before accepting the sale.
Reject the sale.

In some inventory management software, negative inventory usually occurs when you received
stock but cannot enter them to update the inventory because you have not received the purchase
invoice. In practice, you would sell them anyway. Such a sale will cause a negative inventory
for the product.

The situation above will not occur in RetailMagic. The program will allow you to receive stock
and update inventory without an accompanying invoice.

Negative inventory, however, can occur, and is allowed, to support the gradual computerization

process you have chosen. The program does not require you to do a physical inventory count of
the entire store before making a sale. Rather, it will let you take as long as you need and update

the inventory on a per product category basis.

For example, you may do a physical inventory count for a particular category and register the
adjustment with the program this week. Next week you may choose another product category.
Meanwhile, you can sell any product if you tell the program to accept negative inventory.
Gradually, you will have counted all your stock, at which time you can tell the program to reject
sales that cause negative inventory.

Standard Cost Accounting Practice

The Program maintains inventory value for a product using Standard Cost accounting practices
as follows:

You decide what is the most reasonable and accurate cost of a base unit of a product (Standard
Cost).

This Standard Cost becomes the cost that the program will use whenever you sell the product.
The program also uses it to derive the product’s selling price if you base the selling price of the
product on cost.

When you make a purchase, the program will use the Standard Cost to update the inventory
value. Therefore, it is possible for you to receive product and update inventory before receiving
the actual invoice (and hence, the actual cost of the product).

The program records the difference between the actual purchase cost and the standard cost for
the purchase in the G/L Standard Cost Variance account (a contra account to the Inventory
control account).

Over time the G/L Standard Cost Variance account will show whether your standard cost
accurately reflects the actual purchase cost. Ideally, the amount in this account should be rather
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small (if not zero), which means there is little difference between the standard cost and the actual
purchase cost. Otherwise, you should examine your standard cost closely and make any
necessary adjustments to bring your standard cost closer to the actual purchase cost (plus
transportation in). Keep in mind that you can base the product’s selling price on the standard
cost and therefore an inaccurate standard cost will result in an inaccurate selling price.

If the product does not have any inventory, you can adjust the standard cost of a product through
the Setup Product menu item. Otherwise, you must do so using the Inventory Adjustment menu
item.

You specify the set of G/L accounts such as Sales Revenues, Inventory Control, Receipt Credit
and Standard Cost Variance affected by a product transaction in the product category. Hence,
you set up as many different product categories as necessary and assign products to these
categories.

Method Of Payment

Customers will make payments using various methods such as cash, on account, cheque, credit
card, debit card, foreign currency, etc.

The program refers to the various methods as funds and tracks them separately to enable the
reconciliation and deposit of each fund.

You must assign a two character Code to each fund and choose a two character Type from a list
hard coded in the program. Also, you must input a Description, specify if this fund is a Direct
Deposit to a specific bank, is in the host or a foreign currency and, if a foreign currency, an
exchange rate.

The different Types of payments include CA (Cash), CQ (Cheque), CC (Credit Card), DC (Debit
Card) and OA (On Account).

Since Direct Deposits result in a bank charge, the user must notify the program as to the amount
of the charge. You can express this charge as a percentage of the deposit or a flat rate per
transaction. Also, the deposit, according to the bank, could be for the gross (excluding charges)
or for the net amount (after charges). You must notify the program as to which is applicable.

Pricing

The program bases the price on several things such as matrix pricing table, standard cost,
manufacturer’s suggested retail price and manual entry. Customer discounts and items on
promotion also affect the price. You may also set up a pricing strategy per product per customer.

Because of all these alternatives, it is important that you understand the various options.

Pricing Strategy
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There are several options of setting the selling price of a product. You may base the selling price
on the standard cost, the matrix pricing table, the manufacture’s suggested retail pricing (MSRP)
or enter the price manually.

Standard Cost

You can set the selling price at a percentage over, or under, the standard cost of the product.
Matrix Pricing

You can base the selling price on a matrix-pricing table. The table allows you to specify the
standard cost multiple for each range of costs. When the product’s standard cost is within a

certain range, the selling price for that product is the standard cost multiple associated with that
range times the standard cost for that product.

You can define up to 13 ranges.

Manufacture Suggested Retail Pricing

You can set the selling price at a percentage over, or under, the manufacture suggested retail
pricing (MSRP) of the product.

Manual Entry

You can set the selling price manually.

Most Recent Cost

You can set the selling price at a percentage over, or under, the most recent cost of the product.
Update Pricing

The selling price of a product, as described, constitutes the basic selling price for that product.

At any given time, you can refresh the basic selling price (after changing the matrix pricing table,
for example) or increase/decrease the selling price by a percentage. If you change the product’s

standard cost through Inventory Adjustment, you need not refresh the selling price because the
program updates it automatically.

Factors Affecting Final Selling Price
The basic selling price for a product is not its final selling price. At the time of sale, the price of
a product is subject to Promotional Pricing (on sale) and the Customer Pricing Level (discount

status).

Promotional Pricing
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The promotional pricing is the on sale price for ranges of categories, suppliers and products.
With the program’s promotional pricing facility you can decrease/increase the selling price of
products within a range of categories, suppliers and product codes by a fixed dollar amount or by
a percentage. You can also set the selling price at a fixed amount.

Customer Pricing Level

The customer pricing level determines the final selling price of a product. In addition to the
regular pricing level (no discount), there are 12 other pricing levels that you can define. For each
one you can set the percentage of the amount and whether the amount is to be the standard cost
or regular price. This makes it possible for you, for example, to set the selling price for the staff
to be 115% of cost, senior citizens to be 90% of selling price and inter-store to be 100% of cost.

Further, the program will allow you to specifically set the pricing factor for individual products
per customer based on standard cost or regular selling price.

Determine The Final Selling Price

Apply the following rules to determine the final selling price of a product, on sale, to a customer
who has a special discount status:

If the customer has a specific product pricing list and the product is on that list, the program will
determine the customer price (the selling price of the product for that customer) from this list
regardless of the customer pricing level.

Otherwise the program will determine the customer price by the customer pricing level.

The program bases the promotional pricing of a product strictly on its basic selling price.

The final selling price will be the customer price or the promotional price for the product,
whichever is less.

Unit-Multiple Pricing

The program treats the selling price of the unit-multiple for a product the same as the selling
price of the base unit. Initially, when you set the unit-multiple you can explicitly specify its
selling price or its multiple factor of the base unit selling price. In any case, the program tracks
the multiple factor so that the selling price of the unit-multiple is the base unit’s current selling
price times the multiple factor. Consequently, if the product is on sale, or the customer has a
discounted price, the final selling price of a unit-multiple is the final selling price of the base unit
times the multiple factor.

For example, if a pack of cigarettes is $5 and a carton (8-pack) is $35 then the discount ratio is
$35/($5*8) or 0.875 (the selling price of a pack, when buying a carton, is 87.5% of the selling

price of a pack). When you increase the selling price of a pack to $6, the selling price of the
carton will be automatically calculated as 0.875*($6*8) or $42.00

Piece Pricing
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The program treats a piece as a separate product. A change in the selling price of the original
product does not affect the piece’s selling price. Initially, when you break a product unit into
pieces, the program will adjust the selling price of the piece to the current selling price of the
product’s base unit divided by the number of pieces. Once you have established a piece, you can
set its selling own selling price through the Setup Product menu item the same way you would
with any other product.

Fractional Quantity Pricing
The program treats fractional quantities as normal quantities that happen to be fractional. There

is no separate selling price. Its selling price is the same as the selling price of the base unit or
base unit-multiple, times the fraction.

Package Pricing
The program treats a package independent from the components that make up the package.
Consequently, the selling price of the components does not affect the selling price of the

package.

Treatment of a Non-cost package is the same as a cost product in that you must set its selling
price manually.

Treatment of Package-based inventory packages are the same as products with a cost.
For Component-based inventory packages you must set their selling prices manually. The reason

is that they can contain non-cost components and hence the program can not reliably determine
the selling price based on the cost of the components alone.

Layaway
The program supports deposits and multiple payments on a schedule for a layaway. You can set
a store wide policy governing the minimum deposit per a layaway by either a percentage of the

layaway total or a fixed amount.

You can add a layaway, void a layaway or its payment and pick up individual items and/or
individual units of an item on layaway.

Optionally, you can merge the picked up items with an existing invoice for the same customer.
Customer Special Order
A Customer interested in a product that is not available in stock must special order the product.

You should enter a customer special order as a layaway and specify yes when asked if the
product is to be specially ordered.
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You can also set a required percentage of the special order total that the customer must deposit
before the store will order the product.

Deposit & Its Distribution

The total deposit for a layaway is the sum of the initial deposit and subsequent payments for that
layaway.

The program distributes the total deposit amount to each item of a layaway proportional to its
amount. When the customer picks up an item, the program will use the distributed deposit
amount for that item as part of the payment.

There are times when a customer wishes to apply more or less deposited money on an item than
what the program distributes. You can make this adjustment by applying the desired deposit

amount (up to the total deposit less the minimum required deposit) to the item. The program will
redistribute the remaining deposit to the remaining items proportional to their amounts.

Sales

In a store-front environment you can add, print-and-post or post-without-printing a sale invoice.
In a back office you can process sale invoices in a batch by adding multiple invoices, printing an
edit list and posting them.

You can change the selling price of an item only if you have authorization. You can add or
modify discounts only if you can supply a reason. You can enter negative quantities only for a

voided item or for a gift certificate.

A sale invoice can contain a mixture of voided sales, layaway pickups or customer repair
pickups.

Voiding a Sale

The program voids a sale invoice by creating a new invoice identical to the original invoice but
with following exceptions:

The invoice number and date are current.
All quantities are expressed as negative.

The program will also allow you to void individual items and/or individual units of an item of a
sale invoice.

Optionally, you can merge the voided items to an existing invoice for the same customer.

Customer Repair (RMA)
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You may fix a customer repair within the store or sent out for repair. You can print, void or pick
up an RMA. You can also do an inquiry to view the status of a specific RMA.

When creating an RMA, the program will require you to input the problem and, if necessary, you
can treat the repair as an estimate only.

You specify, in the Company Profile, the default selling price (2.00 times cost) and the default
Product Tax Type, for any items sent out for repair. When the customer picks up the item, you
can alter the charge calculated by the program.

Any item sent out for repair must input to the Repair Order Entry through the Office menu.

Purchase Order

The program contains a complete purchase order system. You can have the system generate
purchase orders based on the minimum quantities of each product or manually input purchase
orders.

Automatically generated purchase orders will default to the supplier as set up in the product file.

As you receive items you enter them in the Receipt Entry screen which should reflect the invoice
from the supplier. Any items not received will remain on the purchase order until they are either
received or voided. You may receive any item or any quantity of any item that is on a purchase
order.

Repair Order

Items that are in need of repair come from a customer or are part of your inventory. This
function allows for the input of items sent out for repair.

There could be several items you wish to send to a specific supplier, some of which belong to the
customer and some of which are part of your inventory. Because of this, the program accepts the
importation of RMAs on a detail line basis.

You should print the Repair Orders to produce a hard copy before sending the items to the
supplier.

Purchase Receipt & Return

On a daily basis you receive inventory items as well as repaired items. This function will allow
you to input the receipt of these items without the supplier invoice. In this way your inventory is
always up to date.

On a detail line basis, you can indicate that you are receiving items from a Purchase Order or a
Repair Order.

If you did not receive the supplier invoice, the Update Inventory option will increase the
inventory (at standard cost) and increase a temporary liability to record the transaction.

When you receive the supplier invoice you must retrieve the receipt, input the supplier invoice
number and date and post the invoice. The program will reduce the temporary liability to zero,
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record a true liability for the amount of the supplier’s invoice (the program will also update the
supplier’s card) and the program will assign any difference between the standard cost and the
actual cost to Inventory Cost Variance.

You will not always receive items in good condition and must return them to the supplier. This
function is like the Purchase Receipt only in reverse.

Also, the program has the option to retrieve and edit a previously posted purchase invoice and
this will reduce the time required to input the return.

Misc. Charge Distribution

If a purchase invoice contains some Miscellaneous Charge (freight) treated as inventory cost, the
program will distribute that amount proportionally amongst the detail amounts of all inventory
items. In such a case, there will not be a separate G/L journal entry created for this charge, only
an increase in the most recent cost of the items. If there is a difference between the most recent
cost and the standard cost, the program will treat this difference as Inventory Cost Variance.

Note that the program will never distribute a Miscellaneous Charge treated as an inventory cost,
to any other account even if specified in the Miscellaneous Charge Code setup.

When you specify not to treat the Miscellaneous Charge as inventory cost, the program will not
distribute the amount amongst the inventory items and the program will create journal entries to
the G/L account associated with that charge.

Discount Distribution

If an invoice contains a lump sum amount of discount, you can apply the feature above to
distribute the discount proportionally to all inventory items of that invoice as follows:

Set up a Miscellaneous Charge for Purchase Discounts with Treated As Inventory Cost set to
Yes (Setup Misc. Charge menu item).

In the detail section of the Receipt Entry add a detail line containing this Misc. Charge and enter
a negative amount for the discount.

Designing Forms

The program allows you to design the layout for various forms such as A/R Payment, Fund
Reconciliation, Cheque, Credit Card Part A, Credit Card Part B, Customer Labels, Customer
RMA, Customer Statement, Daily Summary, Layaway, Layaway Payment, Miscellaneous
Labels, Product Labels, Purchase Order, Purchase Return, Sales Invoice, Staff Daily Sales,
Voided Customer RMA and Voided Layaway through the Form Design facility.

SPECS. PRINTING

A form contains certain codes to determine where the program will print the information. These
codes are as follows:
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Group Header (GH): Printed only once, on the first page.
Page Header (PH): Printed at the top of every page.
Detail Line (D): Depends on the information on file.
Page Footer (PF): Printed at the bottom of every page.
Group Footer (GF): Printed only once, on the last page.

You can edit the information on the form by inputting characters (normal text) or arret symbols
(represent variables). You define the variables in the data section located at the bottom of the
form.

When printing a fixed size form (where physical positions of the header, detail and footer are
fixed and known in advance) the user should NOT specify 0 for the height (CONTINUOUS) of
the form (Printer Setup). Rather, you should input the exact height in inches. When you specify
the height as 0, the program will print the detail records continuously until there are no more.
The program then prints the footers.

Report Configuration

Before you can print any of the reports created by the program, you must first set up the report
configuration. You do this through Setup / Report Configuration.

In the network version of the software, different printers may exist at different work stations.
The user can customize forms and reports based on the hardware associated with the work
station based on a station ID.

You should set the environment variable for the Station ID a unique name for the station (3
character max.). Set up the first form for user 001. Save this setup as the default then set up all

other forms.

The Global Update allows the user to update all form configurations to a new setting. Before the
update, the forms must exist.

This chapter gives an overview of the concepts and operations of the RetailMagic Accounting
program. Read this chapter for background information before you go on to use the system, and

use it as your daily reference guide when working with the program.

For specific instructions on the use of the RetailMagic Accounting functions, please refer to the
subsequent chapters.

Financial Statements

You create the financial statement presentation through the design of a form in the Design
Financial Statement function.

The form contains three areas as follows:
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FORM: You use the top area to specify certain codes such as Page Header (PH), Group
Header (GH), Detail (D), Group Footer (GF), Page Footer (PF) and other codes such as
Centre this line (.C) and fill the line with dashes (.-). It also contains characters that will
print exactly as input to the form and in the position that you input them, and, sets of arret
symbols that represent the width allocated to the variables defined in the DATA section.

DEFINE: The middle area allows the user to define variables to represent the information
(account number, account description, current month amount and year to date amount) for
ranges of account numbers. You can arithmetically manipulate ranges of accounts with other
ranges of accounts and store the results as one variable name. You can use constant amounts
in a calculation by specifying the amount. Because of this, when adding a single account to a
range of accounts, you must precede the account number with an apostrophe (‘). Precede this
area with a line that contains only the word define enclosed in round brackets.

Examples include:
REVENUE R(a,b)+R(c,d)+'4900
REVENUE is a variable name.
R tells the program a range of accounts is about to be defined.
(a,b) represents the range of account numbers.

+R(c,d) tells the program to take the range of accounts ¢ to d and add their
information to the range of accounts a and b.

+’4900 means to add the information for account number 4900.
DATA: The bottom area will allow the user to inform the program of the variables that
represent the sets of arret symbols used in the FORM section. To the right of the variable, a
> symbol followed by a different variable name will allow you to accumulate the information
for later use. Precede this area with a line with only the word data enclosed in round brackets
and ends with a line with only the word end enclosed in round brackets.
Examples include:

REVENUE:FPAMT >TOTREV

REVENUE:FPAMT tells the program you wish to use the current month amount of
the variable called Revenue.

>TOTREYV tells the program you wish to accumulate the amounts and put the result
in a variable called TOTREV
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The program stores the variables FPAMT (current month amount) and YTDAMT (year to date
amount) in a file and you can use the information for previous months simply by placing a
number after the variable. For example, to specify last month use FPAMT1, two months ago
would be FPAMT?2, year to date 3 months ago would be YTDAMT3.

A/R Interest Charge

Charging customers interest for late payments is a standard procedure and one that may or may
not reap any rewards. Some systems calculate the interest and put it on the customer’s statement
but do not post it to the customer’s card. Other systems require you to post it to the customer’s
card before it can appear on the statement. This program has followed the second option, but
added a feature called Uncharge Interest.

The amount of charge can be a fixed amount for being past due or a calculation of interest based
on either the due date of the sales invoice or the last statement date.

To avoid compound interest when charging interest to customers, the program will reverse

(Uncharge) any interest currently on the customer’s card and recalculate the interest based on the
invoice or statement dates.

Banking

Transactions affecting the bank include deposits, cheques written, voided cheques, NSF cheques
received, bank charges and direct charges from suppliers

A/P Voiding

When you void a cheque sent to a supplier (through Bank Reconciliation) you are voiding only
the payment for that purchase. The program will increase the bank balance and the supplier’s
card. The program will also handle any charges by the bank and by the supplier at the time you
void the payment. You must specify the amount of the charges.

Voiding a payment and the original purchase transaction is a two-step process:

You void the issued cheque through the Bank Reconciliation.

You create and post another purchase equivalent to the original purchase but with negative
amounts. You must specify the payment type for this purchase as Accounts Payable.

Direct Withdrawal from Bank
There are two possible situations where a direct withdrawal occurs:
a) The supplier draws money directly from your bank account

b) The bank collects its fee directly from your bank account.
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In both cases, you would create a direct charge during the bank reconciliation and specify a non-
numeric cheque number (to indicate a direct withdrawal). The vital difference being that you
MUST leave the supplier code blank for a bank charge and MUST NOT leave it blank for a
supplier charge.

This requirement is important to follow since resulting transactions carry significant
consequences if you later void its payment:

For situation a) the program voids the payment by:
Creating a payable invoice to reflect the voided amount
Updates the supplier's card
Creates journal entries to affect the G/L accounts

For situation b) the Program voids the payment by:
Zeroing out the amount listed in the bank statement
Creates journal entries to affect the G/L accounts

A/P Payment with Credit Card

The traditional method of handling a payment for a purchase using a credit card is to set up the
credit card as a supplier and register the purchase transaction for that supplier. This poses some
problems:

a) It does not reflect the transaction activities of the actual supplier. There are no purchase
statistics for the actual supplier even though you may be doing a significant amount of
business with the supplier.

b) The process of reconciling the monthly credit card statement is difficult and unnatural. Why
should reconciling a credit card statement differ from that of a bank statement?

The Program solves the above problems by treating company credit cards as bank accounts and
payments using the credit card are no different from payments using a cheque. To pay for the
credit card at month end you would do a bank transfer, from the bank that you write the cheque
to the credit card bank.

A/P Post-Dated Cheques

The program will accept post-date cheques but they will not affect the supplier’s account balance
until they become due. While post-dated, these cheques are visible for viewing in both the
supplier’s account and the bank statements. The first task RetailMagic Accounting performs,

PAGE 31



when run, is to turn the post-dated cheques, which have become due, into actual cheques. That
includes updating the supplier’s account balance and creating G/L journal entries for the bank on
which the cheque was drawn.

A/R Post-Dated Cheques

The Program does not distinguish between a current date or post-dated cheque. It will accept
either. Since all customer payments end up in the fund drawer and reach the bank only through
deposit, the user, when selecting cheques for deposit, should avoid post-dated cheques until they
become due.

Void Post-Dated Cheques

If you void a post dated cheque, the program will simply set its amount to 0 and the program will
require no further entries.
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RETAIL & WHOLESALE BUSINESS
ACTIVITIES

The activities of a retail or wholesale business can be broken down into operating and accounting
activities. Operating activities are necessary to purchase, stock and sell product whereas
accounting activities are necessary to satisfy creditors and government agencies as well as
control cash, receivables, payables and inventory.

OPERATING ACTIVITIES

Simply put, most activity within a retail or wholesale business is focused on the purchase and
sale of product. The net effect of these activities is the stocking of product.

STOCKING

Since inventory of product constitutes a large investment by any organization, it is very
important to control the quantity of product on hand. Ordering too much will tie up cash
unnecessarily and having too little will result in lost sales. It is therefore of utmost importance to
decide in advance, what products to stock and the minimum and maximum quantity of a
particular product to be kept on hand. In a larger organization a warehouse and several stores
may be involved. This gives rise to the need for shipping and receiving reports to track the
movement of stock from one location to another.

PRODUCTS

To properly track products they must be identified by a unique code. This code may or may not
reflect the UPC code assigned by the supplier. Once identified the product can be grouped with
other products whether in a category or within a sales department. Some products are key
products and need to be flagged for special reporting, while others are not only identified by
product code, but by a serial number. A company may have one time products that are never
reordered while others need a minimum quantity on hand at all times. Some products may be
stocked in multiple quantities and sold in bulk or as individual items. A company may wish to
package different quantities of different products to create kits which they may wish to track as a
package or as individual components of the package. Another situation may require the
company to take a specific item and break it into pieces as with a box of folders to single folders.
Shrinkage is caused by the disappearance of product and a careful comparison of the quantities
on hand with the recorded quantities will verify if this is happening. When it does, it becomes
necessary to alter the recorded quantities to reflect the actual quantities on hand.

ORDERING

Ordering product is necessary to increase the quantity on hand or satisfy a special order by a
customer. Since most suppliers today require purchase orders before they will ship their
products, this activity is an integral part of the ordering process. The advantage to the purchaser
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is the knowledge of what products are on the way. As a result, a potential customer may delay
their purchase until the arrival of the product.

RECEIVING

When a product arrives, it must be inspected to ensure it is the item ordered and it is in good
condition. By comparing the receiving information with the ordering information any
discrepancies can be identified as not received (back ordered), unacceptable condition (to be
returned) or acceptable for stock or customer. Once it is determined that the items were ordered
and received in good condition, this information is sufficient to justify an obligation to pay the
supplier.

RETURNING

Some product arrives from the supplier in poor condition and must be returned. Sometimes
overstocking leads to the need to return product. In either event, the supplier is unaware of the
situation and the tracking of these items, and the eventual credit from the supplier, is very
important.

MARKETING

There are many ways to market products but this function is absolutely necessary to make a sale.
Using the traditional television, radio or print ads have their place, but they are costly and it is
virtually impossible to gauge the benefits in relation to the costs. These methods also do not
concentrate on repeat customers, the backbone of any business. Direct marketing, to existing
customers, is a more efficient and cost effective method. To know what customers purchase
what products is knowledge that is useful in creating repeat business. Another useful procedure
would be to reward customers with points for their purchase to entice them to return to use the
points to make further purchases or issue discount coupons if redeemed within a specified period
of time. Marketing also involves the pricing of the product which could be based on a matrix
pricing table, a percentage over/under the standard cost, a percentage over/under the
manufacturer’s suggested retail price, a percentage over/under the most recent cost or a manual
entry.

SELLING

The ultimate goal of a retail or wholesale business is to sell product. Any activity that will
increase the amount of sales would be beneficial to the organization. Although most sales are
considered to be fund sales, to accommodate more customers, credit sales and layaways have
become another way to make a sale and eventually receive the cash. Other incentives include the
use of customer discounts based on the product or the customer and goals, commissions and
bonuses to staff and non-staff personnel. Along with the sale of product is the sale of non-
inventory items such as services or delivery charges. These charges help defray the cost of some
of the services provided to the customer. Another way to generate income involves the repair of
products returned by customers. These items must be tracked by an RMA and it must be known
whether the customer wants an estimate only or the repair. Sometimes the repair can not be
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performed within the company. In this case the product must be returned to the manufacturer on
a repair order after which it is returned to the company and the customer is notified.

PAYMENTS FROM CUSTOMERS

With the increase in the use of debit and credit cards, payments received from customers have
involved the use of less and less cash. Unfortunately cash is still widely used and must therefore
be controlled. This type of fund is the hardest to monitor and the loss of cash directly affects the
profitability of any company. For this reason it is extremely important to have information

concerning the quantity and type of funds received from the customer and the eventual deposit of
the funds into the bank.

DEPOSITING FUNDS

Payments from customers are received in many forms such as cash, cheque, debit card and credit
card. It is important to ensure that all funds arrive at the bank intact. Therefore the different
funds must be reconciled, whether per individual clerk or for the operation as a whole, and then
deposited. A breakdown of each deposit should include the type of fund, the customer and the
amount. In this way, any discrepancy can be easily identified. The final proof of deposit is the
transaction on the bank statement.

SUPPLIER INVOICES

Suppliers can provide products or services for resale or for use within the organization. In the
case of products for resale, information such as was the product ordered and did it arrive in good
condition provide the organization with the justification necessary to accept the obligation for
payment. Other products or services, such as rent, telephone and supplies, require less
justification. In either case, tracking of the amount of purchases from these suppliers and the
amount owed to these suppliers is useful information.

SUPPLIER CREDITS

Since suppliers make errors either in the products or services they provide, it is necessary to
track credits, or expected credits, from these suppliers. In this way payment to these suppliers
can be reduced.

PAYMENTS TO SUPPLIERS

After a supplier invoice has been accepted, it must be paid some time in the future. Some
companies prefer to make payments when invoices are due while others see the advantage of
making the payment early and taking the discount. In either case, a cheque has traditionally been
the method of payment to a supplier whether it be a current or post-dated cheque. To allow for
increased purchases, suppliers are increasingly accepting credit cards. This leads to a second
kind of bank account, one that is permanently overdrawn, but should be reconciled, as would any
other bank account. Whether individual cheques are written, or several cheques in a cheque run,
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suppliers must be paid on a timely basis so the company can continue to enjoy the line of credit
extended them.

BANKING

It is of utmost importance that an organization be aware of the balance of money in the bank
account. This can only be accomplished if all transactions relating to the bank account are
recorded as soon as they occur. These transactions include the deposit of funds, the issuing of
cheques and other transactions such as direct withdrawals by suppliers, loan credits and
payments and bank service charges. Other transactions such as NSF cheques received from
customers, bank transfers or credit card charges deducted automatically from deposits must also
be taken into consideration. To ensure all transactions have been recorded, the bank statement
must be reconciled to the company’s accounting records.

STAFFING

It’s been said that the most valuable resource is the human resource. Individuals need to know
where they stand, what is expected of them and how striving to meet the goals of the company
will help them achieve their own goals. Their time must be scheduled to satisfy the needs of the
company (based on customer traffic) and the needs of the individual. Their time must be tracked
to justify the remuneration they receive. They must be given goals to strive for and rewards such
as bonuses or commissions for reaching or exceeding those goals. In short, they must be held
accountable for their actions and praised for their achievements.

ACCOUNTING ACTIVITIES

Accounting activities within a retail or wholesale business are focused on the tracking and
reporting of various types of information. Some of this information is for internal management,
like sales analysis reports or inventory turnover, while individuals outside the organization use
other information, like aged receivables, aged payables, balance sheets and income statements.

STOCKING

Information such as the current inventory status, the best and worst selling products or categories
based on specified criteria, inventory turnover, inventory aging and under/over stock assist in the
determination of the best mix of products to stock.

ORDERING

Quantities on order, and their cost, help determine not only what products are expected but also
the dollar value committed to suppliers.

RECEIVING

Once an ordered product has arrived there is a commitment to pay for the goods. Unfortunately
title has passed, but the company may only have a packing slip with no dollar amounts. For this
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reason, a standard cost system must be implemented if a perpetual inventory system is to be
useful. Upon receipt of a product the inventory should be immediately increased, offset by a
temporary payable. When the original invoice arrives, the temporary payable should be reversed
and the actual payable set up.

RETURNING

Any obligation to pay a supplier can be reduced by items returned for credit. These credits must
be tracked to avoid overpayment to the supplier. Upon return of a product the inventory should
be immediately decreased, offset by a temporary payable. When the original credit arrives, the
temporary payable should be reversed and the actual payable set up.

SELLING

Selling involves the recording of revenue, cost of sale, inventory reduction and payment
receivable. In the case of credit sales the payment is to be received at some future time. These
receivables must be controlled so as not to tie up cash that could be used more efficiently in other
areas such as increased inventory.

PAYMENTS FROM CUSTOMERS

Credit sales will result in a payment on account from the customer. Some customers pay by
specific invoice while others make periodic lump sum payments on their account. Either
situation must be handled to satisfy the needs of the customer and monitor the size of the
receivables.

DEPOSITING FUNDS

Any payment from a customer is not directly deposited to the bank. For this reason, a fund
clearing account is necessary to offset either the funds received at the time of sale, or a customer
payment on account. Each day the funds should be reconciled and the deposit to the bank
recorded.

SUPPLIER INVOICES

A supplier invoice, if legitimate, becomes an actual payable. Tracking of refundable sales tax
and allocation to the correct accounts is crucial.

PAYMENTS TO SUPPLIERS

The effect of a payment to a supplier is to reduce a liability and reduce the amount of money in
the bank.

BANKING
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At least once a month, the bank statement should be reconciled. If all transactions recorded in
the bank have been recorded in the books it is just a matter of ticking off the items that have
cleared the bank.

STAFFING

Payments to staff affect the bank, expenses and liabilities. Information for remittances and T4’s
must be kept on file for future reference. Internal reporting of sales by staff will indicate whether
it is appropriate to reward a staff member for sales or educate the staff member for products they
avoid selling.
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GENERAL GUIDE LINES

Menus and Windows

There are several types of windows that will appear throughout the system as follows:

Menu
White Edit
Green Edit
Browse

Browse and Edit

Picklist

Menu

To navigate the menu system, use your cursor movement keys to move either up, down, left or
right. Once the desired item is highlighted, the “Enter” key will activate that function.

White Edit

A small window that you move through by using the “Tab” key to move forward and the “Shift-
Tab” key combination to move backward.

Green Edit

The green edit window is a large window that may take up the entire screen. The cursor appears
as a little blue rectangle in the top left corner of the screen. There are two types of this window,
one used for setup (product, customer, supplier, etc.) in which the Alt ? key combination will
help you find a specific item that has been previously setup and the second type which is used to
enter transactions. This window contains three distinct sections: the header, the detail and the
footer. The “Enter” key will move the cursor to the header section and change its appearance to
a large blue highlighted area.

Header:

Detail:

The “Tab” key and “Shift-Tab” key combination will move the cursor
forward or backward. Once the cursor is on the appropriate field, simply
input the new information. To move to the detail section, press the “ESC”
key. Take note of the options available at the bottom of the screen, as they
are different from the detail section options.

In the detail section, the up or down cursor movement keys will let the
system know which line is of interest to you. Press the “Enter” key to
change to the edit mode and the cursor will change to a large black area.
When in the edit mode, the “ESC” key will return to the movement mode.
When you are in the movement mode, the “ESC” key will move to the
footer section.
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Footer: The action in the footer section works the same as in the header section.
The “Enter” key in the last field of the footer section will return the cursor
to the top left corner of the screen.

Browse

The browse window will show a list of items from which to choose as in a list of products,
customers or suppliers. It will appear, if applicable, when you press the “Alt-?” key combination
or you input a code that is not stored in the database.

In some cases, the screen in not wide enough to accommodate all the fields. In this case, the
“Right Arrow” key will move the cursor so the screen can display the hidden columns.

To quickly search for a specific record, use the “Right Arrow” key to move to the appropriate
column and press the “Alt-?” key combination. A window will appear in which you input part of
the information before you press the “Enter” key. The system will highlight the first record that
matches your input. You have several options at this time. Press the “Enter” key to accept the
highlighted item, press the “Alt-Down Arrow” key combination to highlight the next match or
press the “Alt-Right Arrow” key combination to display only the items that match your input.

Browse and Edit

The browse and edit window works essentially the same as the browse window with one
distinction. Once the item you desire is highlighted, it is the “Ctrl-Enter” key combination that
accepts. The “Enter” key will display an Edit window that will allow you to change the
information concerning the item that was highlighted.

Picklist

The picklist window is a list of user-defined options from which to choose. The appearance of
the window is a result of input to a field that is not on the list. Simply use your cursor movement
keys to highlight your choice and press the “Enter” key.

Accounting Repercussions

General Ledger accounts to be affected are specified in several places. Product revenue, cost of
goods sold, inventory control, receipt credit, adjustment write-off and inventory cost variance are
specified within the Product Category. Integration accounts such as funds on hand, accounts
receivable, sales payment discount, accounts payable, purchase payment discount, currency
exchange gain/loss, funds on hand over/short, repair revenue and cost of external repairs are
specified on the second screen of the General Ledger Setup. Sales tax liability accounts are
specified in the Tax Setup. Bank accounts are specified in Bank Setup. All other accounts that
you wish to be affected indirectly are specified as a Miscellaneous Charge Code whether it be for
a sale or a purchase transaction.

The use of the term Cash indicates cash where Funds indicates cash, cheque, debit card or credit
card.

The following effects are for common transactions and most of them can be reversed simply by
duplicating the transaction, but make the amounts negative.
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Fund Sale of Inventory Product (Daily Entry)

Fund Reconciliation: Increase in fund amount
Inventory Subledger Decrease in the quantity of product
General Ledger Cr to Sales

Dr to Fund Clearing for amount tendered
Cr to Fund Clearing for amount of change
Cr to Inventory

Dr to Cost of Sale

Cr to applicable sales tax payable accounts

Credit Sale of Inventory Product (Daily Entry)

A/R Subledger: Increase on Customer’s card
Inventory Subledger Decrease in the quantity of product
General Ledger Cr to Sales

Dr to Accounts Receivable

Cr to Inventory

Dr to Cost of Sale

Cr to applicable sales tax payable accounts

Note: The above illustrates sale transactions of inventory products. Any discounting directly
reduces the sale amount in the general ledger. Sale reports provide the breakdown of
before, discount and net amounts.

Fund Sale of Non-Inventory Product (Daily Entry)

Fund Reconciliation: Increase in fund amount

General Ledger Cr to Sales
Dr to Fund Clearing for amount tendered
Cr to Fund Clearing for amount of change
Cr to applicable sales tax payable accounts

Credit Sale of Non-Inventory Product (Daily Entry)
A/R Subledger: Increase on Customer’s card
General Ledger Cr to Sales
Dr to Accounts Receivable
Cr to applicable sales tax payable accounts

Note: The above illustrates a non-inventory transactions (service) that has been specified
through a Product Category that has “N” for “Has Cost?” A sale invoice may also be
created where a miscellaneous charge code is inserted on the detail line and the effect on
the general ledger would not be a credit to sales, but a credit to the account specified by
the miscellaneous charge code.

Receipt of Inventory with Invoice and paid Cash (Receipt Entry - Posted)

Fund Reconciliation: Decrease in fund amount
Inventory Subledger Increase in the quantity of product
General Ledger Dr to Inventory
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Cr to Fund Clearing
Dr to applicable recoverable sales tax account

Receipt of Inventory with Invoice and paid by Cheque (Receipt Entry - Posted)
Bank Reconciliation: Withdrawal entry

Inventory Subledger Increase in the quantity of product
General Ledger Dr to Inventory
Cr to Bank

Dr to applicable recoverable sales tax account

Receipt of Inventory without Invoice and on Account (Receipt Entry — Update Inventory)

Inventory Subledger Increase in the quantity of product
General Ledger Dr to Inventory
Cr to Receipt Credit (estimated amount owed)

Receipt of Invoice for above inventory (Receipt Entry — already updated — Post Invoice)

A/P Subledger Increase in Supplier’s card

General Ledger Dr to Receipt Credit (estimated amount owed)
Cr to Accounts Payable (actual amount owed)
Dr or Cr to Inventory Cost Variance (difference)
Dr to applicable recoverable sales tax account

Cash Purchase of Non-Inventory Product at the till (Alt-M in Daily Entry)
Fund Reconciliation: Decrease in fund amount
General Ledger Cr to Fund Clearing
Dr to account specified for Miscellaneous Charge Code
Dr to applicable recoverable sales tax account

Cheque Purchase of Non-Inventory Product at back office (Misc Purchase Trans.)
Bank Reconciliation: Withdrawal entry
General Ledger Cr to Bank

Dr to account specified for Miscellaneous Charge Code

Dr to applicable recoverable sales tax account

Credit Purchase of Non-Inventory Product at back office (Misc Purchase Trans.)
A/P Subledger Increase in Supplier’s card
General Ledger Cr to Accounts Payable

Dr to account specified for Miscellaneous Charge Code

Dr to applicable recoverable sales tax account

Deposit of Funds (Alt-B in Daily Entry)

Bank Reconciliation: Deposit entry
General Ledger Dr to Bank
Cr to Fund Clearing

NSF Cheque from Customer (Ctrl-Del on detail line of Bank Reconciliation)
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Bank Reconciliation: Withdrawal entry
A/R Subledger Increase on Customer’s card
General Ledger Cr to Bank

Dr to Accounts Receivable

NSF Cheque to Supplier (Del on detail line of Bank Reconciliation)

Bank Reconciliation: Deposit entry
A/P Subledger Increase on Supplier’s card
General Ledger Dr to Bank

Cr to Accounts Receivable
Note: Adjust Cheque Amount has the same consequences.

Inventory Adjustment of Quantity
Inventory Subledger: Decrease or increase quantity
General Ledger Dr or Cr to Inventory

Cr or Dr to Adjustment Write-off

Inventory Adjustment of Standard Cost
Inventory Subledger: Decrease or increase of Standard Cost
General Ledger Dr or Cr to Inventory

Cr or Dr to Inventory Cost Variance

Inventory Adjustment of Standard Cost
Inventory Subledger: Decrease or increase of Standard Cost
General Ledger Dr or Cr to Inventory

Cr or Dr to Inventory Cost Variance

Payment on Account from Customer

A/R Subledger: Decrease on Customer’s card
General Ledger Cr to Accounts Receivable
Dr to Fund Clearing

Payment on Account to Supplier (payment by cheque or company credit card)
Bank Reconciliation: Withdrawal entry

A/P Subledger: Decrease on Supplier’s card
General Ledger Dr to Accounts Payable
Cr to Bank

PrePayment on Account from Customer

A/R Subledger: Decrease on Customer’s card
General Ledger Cr to Accounts Receivable
Dr to Fund Clearing

PrePayment on Account to Supplier (payment by cheque or company credit card)
Bank Reconciliation: Withdrawal entry
A/P Subledger: Decrease on Supplier’s card
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General Ledger Dr to Accounts Payable
Cr to Bank

Payment to Customer (payment by cheque or company credit card)
Bank Reconciliation: Withdrawal entry

A/R Subledger: Increase on Customer’s card
General Ledger Dr to Accounts Receivable
Dr to Bank

Payment from Supplier (payment by cheque)

Fund Reconciliation: Increase in fund amount
A/P Subledger: Increase on Supplier’s card
General Ledger Cr to Accounts Payable

Dr to Fund Clearing
Layaway Deposit, Layaway Payment and RMA Deposit
Fund Reconciliation: Increase in fund amount
A/R Subledger: Decrease on Customer’s card
General Ledger Dr to Fund Clearing

Cr to Accounts Receivable

Note: When the items are picked up, the Layaway / RMA is converted to a sale invoice and is

treated as a normal sale transaction.
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Daily and Monthly Procedures

It is very important that certain procedures be followed to ensure that if errors occur they are
identified as soon as possible.

BEGINNING OF DAY PROCEDURES

Done at the beginning of each day to ensure smooth operation during the day.
A) CHECK DATE AND TIME ACCORDING TO THE COMPUTER

STEPS FOR DOS:
1. If running under DOS, input DATE and press the Enter key
If the date is correct, press the Enter key to accept, else correct the date
2. Input TIME and press the Enter key
If the time is correct, press the Enter key to accept, else correct the time

STEPS FOR WINDOWS 95:
1. Use mouse to point at time at bottom right corner of screen.
2. If date or time is incorrect, double click on the time and correct.
B) REINDEX FILES
STEPS: 1. Get into RetailMagic
2. Under MAINTENANCE, choose SYSTEM INTEGRITY CHECK
3. Press the Enter key to edit the screen
4. InputayY for INDEX FILES and press the Enter key
5. Press the ESC key to return to the top of the screen
6. Press the CTRL-P key combination to Proceed
7. Choose YES to proceed
8
9

. When complete, press the Enter key to choose OK
. Press the ESC key to return to the menu

C) POST GENERAL LEDGER TRANSACTION (Back Office Accounting)

END OF DAY PROCEDURES

Done at the end of the day before closing the store.
STEPS: 1. Make sure only one computer is in RETAILMAGIC Point-of-Sale

2. Under SALES, choose DAILY ENTRY

3. Press the ALT-A key combination for Activity Report

4. Press the letter P to print the report

5. Choose LPT1

6. When complete, press the ESC key twice to return to the menu
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7. Under SALES, choose CLOSE STORE

8. Press the CTRL-P key combination to Proceed

9. Choose YES to Proceed to Close Store

10. When complete, backup the data files and take them home.

MONTH END PROCEDURES - Print Inventory Status
Done after all transactions affecting inventory have been updated or posted.

GOTO: POINT-OF-SALE / Reports / Current Inventory Status

STEPS: 1. Press the Enter key and edit the information

2. Make sure you have a “Y” for include negative products.
3. Press the letter P to print.

MONTH END PROCEDURES - Charge Interest

Done after the last day of the month, before Aged Receivables Report and before Customer
Statements.

GOTO: ACCOUNTING / Receivable / Charge/Uncharge Interest

STEPS: 1. Press the Enter key and input the Run Date
2. Press the Ctrl-P key combination to Proceed

MONTH END PROCEDURES - Print Aged Receivables

Done after the last day of the month, after Charge/Uncharge Interest and before Customer
Statements.

GOTO: ACCOUNTING / Receivable / Reports / Aged Receivables

STEPS: 1. Press the Enter key and edit the information
2. Press the letter P to print

MONTH END PROCEDURES — Print Customer
Statements

Done after the last day of the month, after Charge/Uncharge Interest and after Aged Receivables.
GOTO: ACCOUNTING / Receivable / Reports / Print Statements

STEPS: 1. Press the Enter key and edit the information
2. Press the letter P to print

PAGE 46



MONTH END PROCEDURES - Print Aged Payables
Done after the last day of the month, after all payables have been input.
GOTO: ACCOUNTING / Payable / Reports / Aged Payables

STEPS: 1. Press the Enter key and edit the information
2. Press the letter P to print

MONTH END PROCEDURES - Print Trial Balance
Done after the Bank is reconciled and the Receivables and Payables are complete.
GOTO: ACCOUNTING / General / Reports / Trial Balance

STEPS: 1. Press the Enter key and edit the information
2. Press the letter P to print

MONTH END PROCEDURES — Print Financial Statements

Done after the Bank is reconciled and the Receivables and Payables are complete.
GOTO: ACCOUNTING / General / Reports / Financial Statements

STEPS: 1. Press the Enter key and edit the information
2. Press the letter P to print
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