Understanding the Parts Reconciliation Spreadsheet
By Sandi Jerome (the DMS guru)
Each month, the controller should provide the parts manager with a blank copy of this spreadsheet.  First the parts manager completes the top section, and then the accounting manager completes the bottom section to come up with a variance.   The objective in preparing this report is the try to come up with the total physical inventory amount and compare it to what is the accounting amount.  The top section are parts that you still “own” and the bottom is what you paid for those parts.  The parts that are work in process are considered “owned” because they are in cars in the shop, technician work benches, or holding areas in the back – but booked out on open repair orders and parts tickets.   Here is an explanation of each line item;
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Parts Manager Section
Inv per parts management report
Run your parts management report and enter the total value for your “pad” inventory.  This can normally be found as the total of your aging of the parts – or total of type of parts (NS, S, etc.)  This needs to the total dollar amount.  It is important to find out from your DMS provider if this total includes any cores – new or dirty, returns, or work in process.  Normally it doesn’t.
Spec/NPN - not in computer
This is the total of any items that you might buy for the parts department and put into accounting, but not add to the pad.  I would discourage this, but it happens.  Sometimes nuts and bolts in a bin are an example of this.  The accounting office will debit parts inventory, but you do not decrease the pad inventory until they are sold.  This is a good area to check, because sometimes these items credit supply expense when sold, but accounting debited parts inventory when purchased .
New Cores - not in computer totals
Each DMS system handles clean cores (or doesn’t handle at all) differently.   Get a good clarification from your DMS provider if the cores are in the total of your pad inventory value – or on a separate line – or not at all.  Find out if cores are debited to parts inventory by accounting when the parts are purchased (normal.) 
Dirty Cores - not in computer
These are the cores awaiting return.  Most DMS systems to not have a way to enter and track dirty cores, so you might have them in a spreadsheet.  Newer DMS providers like DealerStar have a dirty core tracking system.  When you give a customer a “credit” for the core being returned, this credit often debits parts inventory and until you return them, you don’t get a credit to offset the debit.  If instead your accounting office debits another account just for cores, then you need to reconcile this list to the account that your accounting office uses.
WIP - Repair orders
If your DMS system removes parts from your pad inventory when it is entered on a repair order, but not from accounting until it is posted, then you’ll need to get a Parts work in process.  Printing a normal WIP report doesn’t have parts, so make sure you request a Parts work in process and that the parts on the report are totaled by COST – not sales amount.  Since your total of pad inventory is decreased by this amount by removing the part, then you need to manually increase it since accounting has NOT decreased your inventory by processing the sale yet.  On some systems, there are repair orders that have been closed and removed from work in process reports, but won’t post to accounting until that night, so check the timing of this process with your DMS provider.
WIP - Parts Tickets
If your DMS system removes parts from your pad inventory when it is entered on parts ticket, but not from accounting until it is posted, then you’ll need to get a Parts open ticket/invoice report.  Request a report by COST – not sales amount. .  On some systems, there are parts tickets that have been closed and removed from work in process reports, but won’t post to accounting until that night, so check the timing of this process with your DMS provider.
Appreciation not taken by accounting
Each month a new parts price tape is “loaded” to your system.  Find out the procedure in accounting for this appreciation/depreciation amount.  If your accounting office debits parts inventory and credits a reserve or profit account, then you need to enter any appreciation amount that has been applied with a parts tape update for that month but not given to accounting.  If a parts tape increased your inventory by a certain dollar amount, then accounting must also increase their cost amount by the same amount. If accounting has never made an entry for the year, then take the total amount for the year.
Returns - no credit received yet
These are parts that you have returned for a credit, but the return invoice has either not been given to accounting or not provided by your factory/supplier yet.  Since you have removed the part from your pad inventory total (normally) – then you need to add it back in.
Nuts/Bolts
See note under *Spec/NPN - not in computer above.
Other – describe
This is any item that you think the accounting department has debited parts inventory for that you don’t enter on into the pad inventory.  
Invoices posted not given to Acct
Sometimes you have entered an invoice into your pad inventory, but don’t want to give the invoice to accounting because you need to bill it out or have a return to process.  If you’re going to hold onto the invoice, then enter the cost amount of parts on this line.
Pack Slips posted not given to Acct
Sometimes you have entered a packing slipl into your pad inventory, but don’t have the invoice yet to give to accounting. Enter the cost amount of parts on this line.  The total of these two amounts will flow down into accounting and manually increase their “book” amount by the total.  
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Accounting Office Section

GL Account# 1 ______ (example 242)
Do an inquiry of your parts inventory account in your DMS system as of the date of this report.   It is important to find out the cutoff date for the report done above by the parts manager.  If he did the report before he left on the 31st, then you would want to do your inquiry before any postings start on the 1st. Find out the timing in your DMS for work in process reports and any unposted batch entries (read the above sections.)
GL Account# 2 ______ (example 242A)
This might be any sub-accounts.  Some dealerships enter each franchise’s parts in various account numbers, or have separate account for appreciation.  
Appreciation not booked
Each month a new parts price tape is “loaded” to your parts inventory system.  If you debit parts inventory and credit a reserve or profit account, then you need to enter any appreciation amount that has been applied with a parts tape update for that month not posted to accounting.  If a parts tape increased your inventory by a certain dollar amount, then your must also increase your accounting cost amount by the same amount. If you have never made an entry for the whole year, then take the total appreciation amount for the year.  It is a bad habit to ignore this amount and “wait until we take inventory” to sort it out. 
Accounting Invoices not posted
These are any parts invoices sitting in accounts payable that have not been entered into accounting.  Another missed area is when you have lots of AP statement checks that say “missing invoice 12345, please send copy.”  Most likely parts has entered or sold the part, but the invoice never got posted to accounting.
Accounting Credits not posted
These are the same as the above category, but if you want to put the credits on a separate line, you can do that.
Parts Invoices/Pack Slips not in office
These are the totals provided by the parts department for parts they have entered into the pad inventory, but can’t turn into accounting yet.
Total Per GL
It you sum up these amounts, this is what your parts inventory “should” be and can be compared to the adjusted pad inventory.
Difference (shortage) and Variance 
It is a tough timing issue to get this perfect each month, but if the variance is huge one month, you should investigate what might be causing it before it continues to increase.  Normally a DMS setup causes this (parts sold without costs, items being charged to parts inventory that belong elsewhere.)   Parts shortages end up being either an error in one of these areas – or a theft.  They never walk out on their own!  Questions? Email sandi@dealerstar.com
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Month

To be completed by Parts Manager

Dealership

Sample Dealer

Month/Year

Inv per parts management report

399,255.42

$           

 

Spec/NPN - not in computer

62,252.00

$             

 

New Cores - not in computer totals

25,200.00

$             

 

Dirty Cores - not in computer

5,700.00

$              

 

WIP - Repair orders

22,252.25

$             

 

WIP - Parts Tickets

9,207.32

$              

 

Appreciation not taken by accounting

7,642.00

$  

 

Returns - no credit received yet

(252.22)

$                

 

Nuts/Bolts

542.11

$                 

 

Other - describe

-

$                      

 

Invoices posted not given to Acct

18,825.25

$

 

Pack Slips posted not given to Acct

11,525.00

$

 

Total

524,156.88

$           

 

To be completed by Accounting Manager

GL Account# 1 ______ (example 242)

423,225.00

$           

 

(YTD)

GL Account# 2 ______ (example 242A)

67,525.00

$             

 

(YTD)

Appreciation not booked

7,642.00

$              

 

Accounting Invoices not posted

1,252.00

$              

 

Accounting Credits not posted

(42.25)

$                  

 

Parts Invoices/Pack Slips not in office

30,350.25

$             

 

30,350.25

$

 

Total Per GL

560,302.25

$           

 

Difference (shortage)

(36,145.37)

$            

 

Variance

-6%


