MYOB‘D Using Tax Codes in general Journals

Support Note

For MYOB BusinessBasics, MYOB FirstEdge, MYOB Accounting V15, MYOB Accounting Plus V15, MYOB
Premier V9, MYOB Premier Enterprise V3 and AccountEdge V5.

Introduction

MYOB accounting software allows you to assign tax codes to General Journal entries. This Support Note
outlines how to use this function and some of the circumstances in which you might find it useful.

How do | use Tax Codes in the Record Journal Entry Window?
To enter a general journal with a tax code you need to complete the following:

1. If the general journal entry needs to be tax inclusive, make sure the Tax Inclusive check box is
selected.

2. Accept the default General Journal number or enter a new one.
3. Key in the Date of the journal and if required, enter a journal Memo.

4. Enter the Account number(s) you wish to debit in the Acct # field. The account name will then
appear in the Name field.

5. Enter the debit amount(s) in the Debit column, followed by any relevant tax code in the Tax
column.

6. Specify if you want the GST to display in the Business Activity reports as a Sale (Supply) or
Purchase (Acquisition) by clicking on the relevant radio buttons. Your MYOB accounting
software will then allocate the GST correctly on your reports.

Note: You will not be able to select a radio button until a tax code is entered in the Tax field.

7. Repeat steps 5 and 6 for any credit amounts. Note that the total debits must equal the total
credits. Click Record to record the transaction.

Note that the GST amount appears in the bottom right of the Record Journal Entry window.
Make sure there is no out-of-balance amount.

In the example below, the business tracks its overall debtors’ sales and associated GST by entering
monthly totals through the Record Journal Entry window. It enters the general journal entry as a tax
exclusive transaction.
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L Il Record Journal Entry

" Purchage [&cquisition) [ TauInclusive

General Journal #: | GJOOOOOS

Date: | 3141042002

Mema: | Update debtor zales for Dctober 02 $11.000 tax incl

Mame [rehit Credit ; tdemao
Trade Debtors $11.,000.00
Sales - Spring ‘W ater $10,000.00

Total Dehit: $11.000.00
Tatal Credit: $10,000.00

Tax & $1.000.00

Ot of Balance: $0.00

(I:J Save Recuring | (b) ze Recurming ‘

7 &
= s,

Tax inclusive sales to debtors for the month of October were $11,000 (i.e. assuming a GST rate of 10%
the GST on our sales was $1,000). The debit to the Trade Debtors account is therefore a net amount of
the sales ($10,000) plus $1,000 GST = $11,000. The N-T tax code is used on this line because the GST
tax code is allocated to the sales amount.

The credit to the Sales - Spring Water account is $10,000. The GST tax code is used on this line to
balance the transaction (note that the out-of-balance amount is zero).

As a sale amount is being entered, the Sale (Supply) radio button at the top of the window is selected.
This ensures that the GST will be allocated to the GST collected on Sales linked account and will therefore
be reported correctly in GST reports and BASIlink. Note that the GST amount at the bottom of the
window is $1,000.

A recap of the transaction (go to the Edit menu and choose Recap Transaction) before recording it
would show that the debtors control account will be debited for $11,000 (i.e. the tax inclusive amount of
the sales). The GST collected on sales will be credited for $1,000 (the amount of GST), and the sales
income account will be credited for the exclusive amount of sales ($10,000).

Note that Trade Creditors could also be updated in the same way. The difference being that
the expense or cost of sales account would be debited and the Trade Creditors account would
be credited.

What other uses are there for the Record Journal entry Window?

If the wrong tax code has been assigned to transactions, the Record Journal Entry window can be used
to correct the tax code.

Example: An asset with an acquisition cost of more than $300 is purchased. The tax code assigned on
the bill is GST (Goods & Services Tax at a rate of 10%), whereas the CAP or GCA code (GST on capital
acquisitions at a rate of 10%) should have been used. The window below shows the original bill.

1713 Page 2 of 4 Updated 23/9/05 http://www.myob.com.au/support/notes/ m



L || Purchases - New Service

Supplier o |Eur|:u_l.J$ Super Stands El Tems o Met 30th atter EOM [ TaxInclusive

Shipto =] Cleanwater Pry. Ltd. Purchaze #: | 00000033

25 Spring Strest
B|a.:fgﬂrgn e Date: |2212/2003

YIC 3130 Supplier Invt:

Dezcription Amnount Job
1 Teak Boardroom T ables

Subtotal: $4.,000.00

Comment; Freight: $0.00

Ship Yia: Tax o $400.00
Promized Date: Total Amount; $4.400.00

Jourmnal Memo: | Purchaze; Curbys Super Stands Faid Today: $0.00

[ Already Frinted ar Sent Balance Due:; F4.,400.00
(1) Save Recuring ‘ @ Usze Recurring | @ Fate: Eategu:ury:l

A recap of the transaction (go to the Edit menu and choose Recap Transaction) shows the following
journal entries will be posted when the purchase is recorded:

| |Recap Transaction

Recap Tranzaction in Purchazes - Hew Service

Sz Date [nk:s Accaunt Dehit Credit Jab
FJ 22242003 Purchasze; Curbys Super Standz

Auto # 21200 Trade Creditors $4.000.00

Auto # 21200 Trade Creditors $400.00

Auto # 12110 F&F - At Cost $4.000.00

Auto # 21320 GST Paid $400.00

L] ]
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To correct the tax code allocation, you should enter a new Journal Entry to debit the GST paid on
Purchases with $4000 using the CAP or GCA tax code and credit the GST Paid on Purchases with $4000
using the GST tax code.

Therefore, you would need to complete the following:
1. Decide whether to create a tax inclusive or tax exclusive Journal Entry.

2. Accept the default General Journal number or enter a new number, then key in a Date for the journal
entry (usually the date of the original transaction).

3. Enter a Memo if required describing the nature of the journal entry.

4. On the first line of the journal, enter the GST Paid on Purchases account number in the Account #
column. Enter the original purchase amount in the Debit column. Enter the CAP or GCA tax code in
the Tax code column.

5. On the second line of the journal, enter the GST Paid on Purchases account number in the Account
# column. Enter the original purchase amount in the Credit column. Enter the GST tax code in the
Tax code column.

6. Because a bill is being adjusted, select the Purchase (Acquisition) radio button.

7. Check that the Tax amount at the bottom of the window is zero. Record the transaction by clicking
on the Record button.

The GST amount of $400 will now appear against the CAP or GCA tax code in the GST reports and in
BASIink.

| {|Record Journal Entry

Display in GST [BAS] reportz a2 © Sale [Supply]

* Purchase [fcquisition) [ Tax Inclusive

General Journal #: | GJO0OO10

Drate: | 22M12/2003

Memo: | Comect tax code allonation on purchage B8

Mame Drehit Credit : Memo
G5T Paid on Purchazes
G5T Paid on Purchazes

Total Debit: $4.000.00
Total Credit; $4,000.00

Tax & $0.00

Out of Balance: $0.00

(1) Save Recuring | (b] Usze Recuring ‘ G‘J Currency: AUD | Categary:|

Disclaimer: This information is of a generic nature. For specific advice regarding your particular
circumstances please seek assistance from your Accountant, the Australian Taxation Office or your IT
Consultant as appropriate.
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