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Introduction
In Mastering QuickBooks Online Level Two you will learn:

e Advanced features and capabilities of QuickBooks that make you more
productive.

e How to solve difficult problems or errors you might encounter while using
QuickBooks.

e Advanced workarounds required for tricky transactions.

e Tips and tricks that save you time. QuickBooks has some great shortcuts for
entering transactions and customizing the software. Why perform tasks the “long
way" if a shorter, faster way gives you the same results?

e Functions and quirks that are unique to QuickBooks. This helps you avoid
unexpected errors when using the program.

e Advanced techniques that you can use to set up QuickBooks when starting a
new file or when helping someone set up QuickBooks for the first time.

e Advanced report techniques. The eventual goal of ALL accounting is reports!
You must be able to access information in the format you need. This vital
information will help you become a more productive and effective QuickBooks
user.

Reasons for QuickBooks

There's an important part of the history of QuickBooks that's helpful if you're an
accountant or accustomed to other accounting software. Intuit designed QuickBooks
for people with NO accounting background. That's because customers want an easy-
to-understand accounting package. This design makes QuickBooks DIFFERENT from
most other accounting programs. So don't attempt to make QuickBooks behave like
other accounting programs. By learning the UNIQUE ways QuickBooks handles
accounting, you can enter transactions correctly. This ensures that reports provide all
the information YOU need. Even if you are an accounting professional, it's still
preferable to use QuickBooks in the way it was designed...rather than entering
everything as journal entries.
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Chapter 2

Setup Issues




Introduction

Setting up a new company file can be intimidating and there are multiple ways to do
it. In this chapter, you learn to set up an account correctly and avoid common
mistakes and problems that you might encounter during the process.

Some companies decide to create a new company account because their old one
wasn't maintained properly or is just damaged beyond repair. Learn about the
options for starting your company file over again, as well as best practices when
starting over. It's important to know what to set up and when.

Learn how to properly set up your company’s Chart of Accounts and account
balances. You'll also discover important information about entering the transaction
history for your company and editing beginning balances in this chapter.

Should | Start Over?

QuickBooks users sometimes face a very difficult decision of whether or not there is a
need to start their company file over, and unfortunately there is not a clear answer
because it depends on many factors. Here are 4 questions to ask that can help in
making the decision.

Number 1: “Would it be better to fix your current account rather than start a new
file?”

Generally speaking, it's easier to “"do something right the first time” than “fix someone
else’s mistakes.” Depending upon the severity of the errors, you might spend LOTS of
time just identifying HOW to fix the errors...BEFORE you can begin making
corrections. This is where an accountant or Diamond VIP can be helpful to you.
Because of their knowledge and experience, they can help you quickly fix those
tough errors.

Number 2: “How much time can you invest to set up your file correctly?”

In the REAL WORLD, the time you use to start a new file could be time and money
you LOSE because you can’t complete other vital tasks.

Number 3: “Would starting over provide additional information you would use?”

The key to managing your business is how you use the information provided by
QuickBooks reports. If your accountant prepares your taxes, and you never rely on
reports to make business decisions...the time spent might not be worth your effort.

Number 4: “Can you wait until the end of the current financial year to start over?”

This is the best time to start a new account...and it saves a lot of effort required to
enter the current year's transactions or transaction history.

If you're thinking about starting a new account, consider all these questions FIRST!
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Purge Company

If your QuickBooks Online account is 60 days or newer you can choose to purge all of
the data you've entered and start over.

1. Login to your QuickBooks account

2. Inthe URL bar click, and remove "homepage”

3. Replace it with “purgecompany”

® QuickBooks x +

L C 0O @ htps//cil.gbo.intuit.com/app/purgecompany

https://c11.qbo.intuit.
) a'l:itlckbo & ps://c11.qbo.intuit.com/app/purgecompany

Q  httpsi//c11.gbo.intuit.com/app/purgecompany - Google
Ll ; -

@ Buildem, Inc.

4. Press Enter

5. Complete the steps as QuickBooks instructs you on the process of cleaning out
your data.

Creating a New Account (With the Same Email)

If your company is too old to be purged you can still start over, but you'll need to do

so with a new account. Unfortunately, when you go to create a new account,

QuickBooks warns you that you cannot create a second account with the same email

address. Fortunately, there is a workaround.

1. Sign up for a new account using the same email you used to create your original
account.

2. QuickBooks gives you the warning that you can’t use the same address.

e The workaround: before the @ symbol, press the plus button on your
keyboard...and then type 1.
3. Enter the rest of your account details.
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(888) 566-4770

InTuIt
@ quickbooks @ turbotax

Create an Intuit account
Use for QuickBooks and tuit product

Email address (User ID)
qboshooting30+01@gmail.com @

Mobile number Frae 30-day trial includes:
=
bl

Password
-
L}

& Sign Up With Email

This process creates a second account with the same email address. Even though
you included the plus one...or any other number, for that matter, QuickBooks
interprets it as the email address without the number.

4. After creating your account, open your settings from the Gear menu.
5. Change the email address in your contact information.

Account and Settings

..... §
Company type
Custamerdaging snail
Company phone M- +1(214) ETO-0504
‘Webste

Addeas
501 LB Ewy, Suite 180, Dallse, TX 78240

6. Once you've set up your new account...
7. Log into your old account and cancel your subscription.
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New Company File Best Practices

There are a lot of different ways to use QuickBooks. And a lot of them are
correct...but...some are MORE correct than others. Here are recommendations for the
best first steps to take when you create a new account.

Step 1: Check your Settings

1. Select the Gear menu

2. Select Account and Settings

3. Go through each tab of settings on the left and make sure that it's set up correctly
for your business. This is crucial because these settings decide what you can and
cannot record on transactions later.

o If you skip this step you might have to go back to each individual transaction
you've recorded and fix them after you change your settings.

Step 2: Import Company Information

Option 1: Import from QuickBooks Desktop

1. Within QuickBooks Desktop, click the Company menu and select Export
Company File to QuickBooks Online.

2. Follow the onscreen instructions.

Craig’s Design and Landscaping Senices - QuickBooks Accountan Desklop 2020 _ 8 x

Fio Edit iow Lists Favortes Accountamt [eielMll Cystomors Vondars Emploocs Banking Reports Window  Help L |

=

Chiarl o
Accounts

e 23
" tems &
Sence:
GusToMERS -
B Calandar
Gt -
=] Creale Sales
Receipts
Accept e H
Credit Gards =
3
" = & g
Receive Record Reconcile
Payments Depasits
= [*] & © =
Statemert Finance Statements Relunds
. . o Wte Check
Charges & Cradils Chose Regueen
Ewnoress
bl =B

by T .

= Print Erfer Creit
Frer Gherks Card Ghames
fime:
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Option 2: Set Up Lists

= Buildem, Inc. BMyexpers @ rHep Q I & o
Customers Clear Filter / View Al Customer types m

o o
2 ESTIMATES 90 UNBILLED ACTIVITY 3% OVERDUE

New: Save time with automated invoice approvals X

Improv speed, and control of your invoices

CUSTOMER / PROJECT = / COMPANY  PHONE EMAIL CUSTOMER TYPE PENDING INVOICES OVERDUE BA
Amy's Bird Sanctuary (Customer) e o $12
Balak, Mike 415.555.8635 mbalskBsamplename. . Government @ ' Overdueinvaice

Backyard Deck [&7] kristy@samplename.c.. o erdue invoices $8.07¢

e 5 -~ .

You can set these up manually by just opening a list and then adding information for
each individual customer, vendor or account. A faster way to set these up is to import
them though, which you also do through the Gear menu. If you're going to import
your lists, it's important to import them in the correct order.

@ gliickbooks = Buildem, Inc. cog\’szwerts @"'EP O\ o @ )

import ata

Bring your existing data into QuickBooks
o

Bank Data Customers Vendors Chart of Accounts Preducts and Services

Invoices

Need to import QuickBooks Desktop data? Find out how

1. The first list to import is the Chart of Accounts. That is because information on
other lists sometimes points towards the Chart of Accounts. Note that when you
import your Chart of Accounts there is no way for you to enter a beginning
balance. That must be added later.
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Import accounts @ Help X

Map your fields to QuickBooks fields

QUICKBOOKS ONLINE FIELD YOUR FIELD

(X

2. After you have imported your Chart of Accounts, you can import your customers,
vendors and products and services in any order. Do note, however, that during
this process QuickBooks gives you an option to import the opening balances for
customers and vendors. While itis OK to do this, the better option is to skip it and

leave all your customers and vendors' balances as zero. And that's because of the
next step in the process...
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3. ...rrecord all your customers’ open invoices and also all of the bills that you
currently owe to your vendors. By choosing to skip the option to bring in opening
balances, and instead enter the actual invoices and bills that are open, you get a
lot more detail from your reports.

4. After that, itis time to set up other account balances, like bank accounts and credit
cards. Usually businesses set up their accounts from the point of view of the
beginning of the year. So, when they set up their Checking account’s beginning
balance, they choose the balance from that date. Then, every transaction that has
happened from that date to today gets recorded into QuickBooks
individually. You can do this through the New menu, or you can download your
transactions from your bank and credit cards.

Import Lists from CSV or Excel Files

If you currently use QuickBooks Pro or Premier, your lists are imported during the
conversion to QuickBooks Online. However, if you use a different accounting
program, you can import lists with CSV or Excel files. Just export the lists you want to
bring into QuickBooks, such as your list of customers, and use the menu below to
bring them into QuickBooks.

1. Click the Gear menu and select Import Data.

Buildem
YOUR COMPANY LISTS TOOLS PROFILE
Account and settings Alllists Import data ntuit account
Manage users Products and services Import desktap@ Feedback
Custom form styles Recurring transactions Export data Refer a friend
Chart of accounts Attachments Reconcile Privacy
QuickBooks Labs Budgeting

Audit log El Sign out

Order Checks Z‘

SmartLook

Case center

Select the kind of data you want to import into QuickBooks.
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Step 3: Opening Balances Intro

This is the MOST important step if you want to run accurate financial statements
because these balances form the foundation of your financial records. Your opening
balances are essentially your starting point for your business in QuickBooks. They tell
QuickBooks how much your business owns in assets and owes in liabilities and equity
at one moment in time. Which moment in time should you choose though?

Most businesses choose to make the beginning of the fiscal year their starting point
in QuickBooks, so an account’s beginning balance needs to be the balance it had on
that day.

e Some opening balances are easy to find.

For instance, you can find your bank and credit card accounts opening balances on
the statements you receive from your bank and lending institutions. If you're starting
from January 1st of the current year, just find your December statement for the
previous year and look to see what the ending balance was for December. That'll be
your starting balance for January and thus also your opening balance for the account.

Account

Account Type *Name

* Datail Type Description

s Notes payable to track the amounts

od Lean When do you want to start tracking your
finances from this account in QuickBooks?

pa‘yal‘sinh-.

What was your account's balance on
12/21/20197

5| 5000 . . . I

Establishing your beginning balances for other accounts can be difficult though. Your
accountant or tax preparer can help you calculate some of your opening balances. If
you don't have access to these opening balances, you CAN enter only the account
balances you need to get started. Then you or your accountant can add the missing
account balances when you have them.

e What account balances do you “need” to get started?

Balances that affect the NEW transactions you enter in your file. These include bank
account balances, customer balances, and vendor balances.

e How do you enter opening balances?

Remember, you can enter some balances as you set up new customers, and vendors.
But doing so doesn't give you much control.
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e There are better ways to enter these important opening balances.
The first method is to edit an account or use an account register. That works perfectly
fine for most account balances because typically a bank or credit card balance will
have a single balance at the beginning of the year, and you'll use that balance to get
everything started.

e Asingle account balance doesn't tell the full story for every account.
For instance, you could enter a single number for Accounts Receivable, which is the
total amount of money customers owe you. But that wouldn't be quite right, because
really, each customer has their own Accounts Receivable balance. So your total
Accounts Receivable is actually made up of all the individual balances from your
customers.
Couldn’t you then just enter the individual balances of each customer? Not so
fast...because every customer’s balance is made up of individual invoices, each with
their own due date.

e You shouldn't just enter a single balance for A/R...or even each customer’s total
A/R.
Instead, you should enter each individual open invoice. This same logic follows
Accounts Payable and your balances with vendors.
e Remember, you only have to set up opening balances for asset, liability and
equity accounts.

There's no option to enter an opening balance for income, cost of goods sold or
expenses because their balances come from all of the transactions you record
throughout the year.
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Enter Customer Opening Balances
1. Select Sales > Customers

"""" = Buildem, Inc. E‘ My Experts @ Help q e s,"gl} [ ]

Customers

Customers  Clear Filter /View A Customer types mb

$5,940 $0

2 ESTEMATES PO UNBILLED ACTIVTY

New: Save time with automated invoice approvals =

Imprave acel peed, and control of your Inveices.

[\ Batch actions ~ =}

CUSTOMER / PROJECT = / COMPANY  PHONE EMAIL CUSTOMER TYPE PENDING INVOICES OVERDUE BA
Amy's Bird Sanctuary (Customer) [ srry@birdsanctuar Y
Balak. Mike [=) A15:555-6638 balsk@eamplansmes.,  Goverment O c

Backyard Deck [ kelsry@samplename.c O 7 Overdun imoice 54,07
- - — - . .

Select New > Invoice

Enter the Customers Name, Invoice Creation Date, Payment Due Date and Invoice
Number.

In the Products and Services section enter what you billed them for.

. Then enter the amount(s) that you charged them.

Click Print or Preview button along the bottom of the screen.

w N

SEGES

@ mvoce X + - o e
& © & <igbaintuiteemiang/invoice a O cws i
5 i s o Hels

(“} Invoice #101 D Tkeatonr & (@ Hep X
il e T Cinline payments Got 5ot uf —

= . torktranater (= $5,000.00

Billing address Terms (T Invoice date Due dete Invoice no.
Casse's Dog Grooming Me: 30 - 1202102019
#  PRODUCT/SERVICE (T} DESCRIPTION ary RATE AMOUNT TAX,
1 Desigr Custom Design Services 1 5,000
i
Add lines Clese il lines Add wbtotsl Subtotal $5,000.00

Memage on invoice Tarable subsotal $0.00

Lt QuickBooks

calculate your sales tax *

Total $5,000.00

Balance due $5,000.00
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7. Uncheck the Print Later box and the Send Later box, to be sure the customer
won't receive the invoice again. You just want a record of it in QuickBooks.
Save and Close the invoice.

If this customer has paid you since this established opening balance that you've
just entered, you can then enter in a Received Payment transaction for this
customer.

o &

Entering in Received Payment

1. Select New > Receive Payment
2. Enter the Customer name, the date they paid you, and the account the funds were
deposited to.

x|+ o x%
O T :
(! Receive Payment @ e X
Customer AMOUNT RECENVED
conie' g G | et ) e e e B sl $5,000.00

Cradit eard wisa [ (8 =

Payment date

yment method Reference no. Deposit w Amourt received

Outstanding Transactions

Filter >

7 DESCRIPTION DUE DATE ORIGINAL AMOUNT OPEN BALANCE PAYMENT

Note: If the transaction was grouped together into a lump sum deposit, you can use
Undeposited Funds rather than a bank type account.
3. Select the checkbox next to the Invoice that was paid by the Customer.
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Enter Vendor Opening Balances

If you enter Vendor balances when you set up a vendor, you lose details about open

bills...like dates and aging information. To avoid this, use the following method to

enter balances that you owed vendors at the beginning of the fiscal year, or whatever

date you chose as the starting point for your business.

1. Select New > Bill

2. Selectthe Vendor from the drop-down list.

3. Enter the Date on the bill. Note: Even if you received the bill last year, you should
still enter it if it was open at the beginning of the year.

4. Enter the reference number that appears on the bill.

Q¢ % | ¥ o %

e

(% Bill #4322 @ rep X

Maifing address Terms Bill date Due date Bill no.

v Category details X

& CATEGORY DESCRIPTION AMOUNT CLASS

(+

Add lines Clear all lines

» ltem details
Note: This might also be called the invoice number on the document your vendor

sent you. If this vendor calls about this specific bill you can easily find as long as you
enter the number.

5. Enter the Category
6. Enter the Amount of money owed on the Bill.
7. Select Save and Close.
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Enter Inventory Opening Balances

To get an accurate accounting of your inventory throughout the year, you need to
record in QuickBooks how much you had at your company’s starting point. Again,
this is usually the beginning of your fiscal year, but if you chose a different date you
would use that as your start.

1. Select the Gear menu > Products and Services

2. Select New

3. Select Inventory for the product or service type.

Inventory products are set up in largely the same way as other products and services,
by entering their name, SKU, income account, sales description, etc.

But where inventory products differ is the quantity on hand, and their inventory asset
account, which is used to track the total value of your inventory on hand.

Enter the product name.

Add in SKU #, upload a photo, and provide a Category if desired.

In the Initial Quantity on Hand field, enter the quantity on hand.

Enter the appropriate As of date with the corresponding quantity.

Enter the reorder point to be reminded when to order new inventory.

Choose Accounts to track your Asset Value, Income, and Cost of Goods Sold for
this Inventory Item.

cohrwd-

SKU @

Initial quantity on hand*
As of date®

Reorder point

Inventory asset account

QuickBooks creates a single Asset account to track the Asset Value of your Inventory.
You can choose to use other accounts if you wish. Sales Information is what
customers are going to see when you create invoices, sales receipts, and other
customer-facing transactions.

7. Enterin any desired Sales information in the Description field.
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8. Enter the Sales Price/Rate

9. Enter the Income Account you wish to associate with this product. Change this to
whatever income account works best for you.

10.1f you charge sales tax on a product, select “taxable” from the drop-down list, so
that QuickBooks will automatically apply sales tax when you record sales.

What you enter in the Purchasing Information field is what will automatically appear
on Purchase Orders, Checks, Expenses, and Bill transactions.

Description

Sales price/rate Income account

Sales tax category @

Purchasing information

Cost Expense account

soods Sold

Preferred Vendor

Rk
11.Enter the Cost, which represents the amount of money you paid for products
when you purchased it from your Vendor(s).
12.Enter the desired Expense Account associated with the purchase of this product.
13.Your inventory is all ready to use, so click Save and Close.
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Step 3: Enter Transaction History

Now that you have set up balances for your company, it is time to consider what you
want to get from QuickBooks, to know how to move forward. The goal of using
QuickBooks is to be able to run reports about an entire fiscal year so that you can
have an accurate accounting of your income, cost of goods sold and expenses when
you file your taxes for that year.

So if the start of the fiscal year is our starting point...point A...and having good reports
is your goal...point B. The way you get from point A to point B is to record every
transaction that happened from the beginning of the fiscal year to the end.

e How do you tell QuickBooks that a transaction happened sometime in the past
though?

Every transaction has a Date field. And that Date tells QuickBooks when the
transaction happened. So if you're recording something that happened on the tenth
of January this year, enter that in the Date field when you record the transaction.

There are two options for entering your company’s transaction history.
Option 1: Enter historical transactions in sequential order.

e For example, you must enter the invoice BEFORE you enter the customer’s
payment. You enter bank account transactions last because the other
transactions can affect your bank balance. When you finish entering all your
historical transactions, your check register should be up to date.

Option 2: What if you don't have time to enter your history but want to start using
QuickBooks? Enter current transactions as they occur so you do not get behind and
catch up with historical transactions when time permits. However, your account
balances will be incorrect (and your reports may be wrong) until you have entered all
the transaction history.

e Historical transactions can be entered one-by-one or downloaded through
online banking. The online banking method is definitely faster, but if you
choose that route make sure that you've set up all of your beginning balances,
including open invoices and bills first, because the transactions you record
from the beginning of the year to today might need to be matched against
those open A/R and A/P transactions.
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Sign up for Online Banking

Option 1: Download Transaction History

Most businesses just connect to the bank and credit card accounts so that
transactions are downloaded automatically. But if your bank or credit card doesn't
support this feature or if you just don’t want to use it you can still upload transactions
manually through files that you download from your financial institution’s website.

e Log into your bank or credit card account’s online banking portal.

Note: From there though it's a little hard for us to explain because every website is
different. Usually, though you'll find a page that lets you enter a date range and then
see all of the transactions that occurred within that range of dates. Once you've
entered a range of dates you want to see you should then be able to download the
transactions in a few different file types.

If your bank gives you the option to download QBO format files, download that. OFX
and QFX format files also work very well. Your last resort should be CSV files. It's not
that CSV files are bad...they work well, too. But the other file types are designed by
Intuit, so they naturally work the best with QuickBooks

Option 2: Importing Banking Data

1. Select Gear Menu > Select Import Data.

2. Choose the Bank Data.

3. Upload the file from your bank’s website and follow the screens. Before you know
it, you'll see your transactions in the Banking, or Transactions, Center.

wepets @uep Q [ B O

Bo

@ gliickbooks = Buildem, Ine.

import Dat

Bring your existing data into QuickBooks

Bank Data Custamars Vendars Chart of Accounts Products and Services

Invoices

Need to import QuickBooks Desktop data? Find out how

Note: You can do this later as well to update the account over time.
To do so, choose the account in the Banking or Transaction Center and then select
the Upload From File button at the top right.
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Chapter 3

Customizing
QuickBooks
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Introduction

There are a lot of ways to change how QuickBooks works for you. In this chapter we'll
focus on customization settings and how they change your options when you record
data. In this chapter, you will learn how to:

e Change all the settings in your company account.

e Set up different “types” of customers, so you can track your sales performance
separately for each type.

e Determine if classes and/or locations would be beneficial to your business
reporting in QuickBooks. These two methods divide your company'’s data, so
you can run reports based on department, fund, or store. It's also useful if your
company has multiple “doing-business-as” names.

e Set up and work with special custom field options that are only available if you
use QuickBooks Online Advanced.

Account and Settings
The settings for your company...

e Determine what you can and can’t do with QuickBooks.

e Set up many of your defaults, including what customers see as your contact
information on all of the forms you send them, this is a very important part of
your communication to customers, so much so that we recommend setting them
up before recording any transactions.

Company Settings

The Company Settings screen is where you enter basic information about your
business, like your contact and tax information. This info is used when you
communicate with customers and vendors from QuickBooks.

Account and Settings @ felp )
Company name @
Company name Buildem, Inc

N KX-XXXETE

1. Select the Gear Icon > Account and Settings
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Let's start with your Logo.
e Selectthe logo box to upload your company’s logo. After you upload it,
QuickBooks automatically adds it to invoices or other forms that you email or
print for your customers, like statements.

This is also where you can change your Company Name, which shows up on printed
or emailed sales forms and purchase orders.

e If yourlegal name, which appears on tax forms, is different, uncheck the “Same
as company name” box and enter the legal name for your company. This way,
your customers can see one name, but your legal information is still captured on
official documents in QuickBooks.

The last part of this section lets you enter your Federal Employer Identification
Number or Social Security Number.

In the Company Type section, you choose the tax form you use when filing your
yearly taxes (if you are unsure ask your accountant).

And you can also record what Industry your business is in.

Entering your contact information helps customers get in touch with you.

e If your company email ever changes, just change it in the company email field.
When you send something to your customers, it will usually include your company
email. But if you have a different email your customers should use to contact you,
uncheck the box and enter the email address in the Customer-facing email field.

e If you enter your company’s phone number and website on this page, you can

include that information whenever you communicate with customers or vendors.

e Your company address is important, because QuickBooks uses it to calculate

taxes, like the sales tax you charge customers or your state payroll taxes. It's also
usually included whenever you send a sales form or purchase order.
If you want customers to send payments or write back to you at a different
address, again uncheck this checkbox...and enter your customer-facing address.
You can also have a different address that's used whenever you file your taxes.
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Sales Settings

Account and Settings @ X

Customize S i e t r CUSTOMe! Customize look and feel

Sales form content Preferred invaice ter Not30
Print later

Shipping On

On
off
oOff
off
Off

Products and services Fiors Prodkact ariios colisiionsa n on

Off

Late fees efault charge applied to overdue invoices on

nder Product/Service or
ners. L

1. Selectthe Gear Icon > Account and Settings
2. Select Sales

Just like in previous settings screens, you need to click each section to see itin more
detail.

The top button, Custom Form Customization, allows you to change what your sales
forms look like when they are sent to customers.

Sales form content. Select any of these options to start tracking additional
information when recording a sale.

Sales form content Prefomedinvoietemns (0 Net 30 -

Preferred delivery method (2 Print later ¥
Shipping @

Custom fields

Go to Settings > Lists > Custom Fields to manage your custom fields.
Custom transaction numbers (2)

Service date @

Discount (@)

Deposit

Tips (Gratuity) (@

\ Cancal m

e If you charge customers for shipping, or track shipping addresses, toggle the
Shipping option. Not all businesses need to track all this information, so these
settings are not on by default. Make sure you are tracking everything you need
to get the most out of your sales data.

e If you always give all your customers the same number of days to pay their
invoices, enter those default terms in the Preferred invoice terms field.
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e Orifyou wantto print or email your sales in a batch after recording them,
choose a Preferred Delivery method from the drop-down list.

The Products and Services section allows you to choose how to track the things you
sell or the services you provide.

Products and services Show Product/Service column on sales forms (@
Show SKU column (2

Turn on price rules m

Track quantity and price/rate (2

ARAAAA

Track inventory quantity on hand @

cance' n

e To keep track of specific information, like a Stock Keeping Unit (SKU), toggle the
option on.

e If you keep an inventory of products and track quantities in QuickBooks, toggle
the last option. This feature, to track inventory quantity on hand, is only allowed
in QuickBooks Online Plus and Advanced. You can skip this if you only sell
services.

e Price rules lets you set up automatic price changes based on the date of the sale
or the type of customer you are charging.

e Late fees help you to automatically charge customers a fee if they pay an invoice
late.

0 Note: Late fees are only calculated on new invoices, it will not affect any
existing transactions or any that are over 6 months overdue.

Late fees ‘J Default charge applied to overdue invoices On

After you turn on late fees, you can customize settings for individual

customers from your dashboard under Customers

Type
® Flatfee
Percentage of remaining balance

Amount (USD) Frequency

5 Per day v

e may be limits on the amounts and types of fees yourr

ers. You should confirm the requirements in

and how they relate to you

Cancel “

e Make sure you turn on the Progress Invoicing feature if you create estimates for
customers, then charge them in intervals for the work as it gets completed.
e You can also personalize your communications with customers.
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Use the Messages section to customize your emails to customers.
e Check the "email me a copy” box, if you'd like to receive a copy of messages you
send to your customers.

e You can also change the email QuickBooks sends to customers to remind them
of unpaid balances.
Account and Settings @ e X

Messages Default email message sent with sales forms

The Delivery Options let you choose how much detail to include on emailed invoices
and sales receipts...and whether or not you include a pdf in your emails.

In the Statements section, you can choose whether or not to list each product and
service they've been charged for...and whether or not to include how overdue they
are on old invoices.

Bills and Expense Settings

QuickBooks has some great features to help you keep track of your expenses. Let's
go over the options and settings that help you see your profitability from different
angles, such as by project or for your business overall.

Account and Settings @ mep X

Bills and wxpenses Show lherns 1able on axpense-and purchase fom a
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1. Selectthe Gear icon > Account and Settings

2. Select Expenses

e Show the Item Table on expenses only if you need to use QuickBooks to
manage your inventory and want to mark an expense, bill, or check as an
inventory purchase.

e Track Expense and Items by Customer is a great feature if your business works
on a project basis. It lets you measure the profitability of your customers and
projects.\

Make your Expenses Billable: This feature allows you to charge customers for
expenses related to the work you are performing for them. If you want to charge
customers a markup on expenses, toggle this setting and enter your default markup
rate. Note: You can change this later when recording the expense.

Account and Settings @ s X

Bills and expenses

AAR

e By default, when customers repay you for expenses, those expenses are tracked
as income, so that you can see both the reimbursement and the original
expense on your statements. By unchecking the box, QuickBooks will then track
it all with the same expense account.

e If you charge sales tax on billable expenses, check this box.

o Default Bill Payment Terms: If most of your vendors give you the same amount
of time to pay bills, use this field to choose the most common Terms.

e Purchase Orders: This lets you send orders to your vendors.

Purchase orders Use purchase orders (@ (\;
Custom fields (@ off

Custom transaction numbers @
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Advanced Settings

1. Select Gear icon > Account and Settings
2. Select Advanced

Account and Settings

Accounting

o Fiscal Year: If your fiscal year doesn’t start in January, you can change it here.
You can also set the first month of your income tax year, as well as the
accounting method you use to run reports and file taxes.

e Close your Books: Closing your books prevents users from making changes to
any transactions or accounts prior to the closing date. This is important because
you used those exact numbers when you filed your taxes.

e When is your closing date? After you file your taxes, most businesses set the last
day of the previous fiscal year as their closing date.
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Chart of Accounts

Chart of accounts Enable account numbers @) [ @
|+ Show account numbers (2
Discount account (@ Discounts given
Tips account (@

Markup income account (@)

Billable expense income account @ Billable Expense Incomu

e Enable Account Numbers: This feature, when turned on, allows you to assign
numbers to accounts. The show account numbers will show the numbers on
transactions and reports. When using an account on a transaction you can

quick fill using the number or the account name.

e Discount, Tips, Billable Expense Account: You can assign accounts that

QuickBooks uses for these different transaction related items. Default accounts
are present in your QuickBooks account, but these can be changed if desired.

Classes and Locations

Categories Track classes @ @)
Warn me when a transaction isn't assigned a class

Assign classes

One to each row in transaction ¥

Track locations () (:

Location label

Location ¥

e Classes lets you divide your income and expenses between different parts of

your business. You can assign classes to entire transactions...or split

transactions so that they affect multiple classes.

e Locations can be used in situations where your business has multiple office
buildings (for example), you can track them with locations, and even set up

separate sets of contact information for each location.

e These settings let you track profitability by departments, groups, orgs, funds,
locations or anything else you want to track. QuickBooks can also warn you

when you don't enter a class on a transaction.
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Automation

Automation Pre-fill forms with previously entered content (@ ‘;\
Automatically apply credits @) &
Automatically invoice unbilled activity @
Automatically apply bill payments @) ()

Cancel m

o Pre-fill forms with previously entered content: This feature can help you
save time by automatically filling in transactions based on the last money
out type transactions for that customer, vendor or employee.

o Other Automation features include

0 Apply credit memos to open invoices

0 Automatically invoice for unbilled activity

0 Automatically apply Bill Payments: The last setting in this section
only applies if you enter transactions directly to the bank or credit
card registers. With this turned on QuickBooks attempts to apply
money out transactions with open bills from the selected payee.

Projects: This enables a whole new section in QuickBooks with features specifically
designed to help you manage and determine the profitability of your projects.
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Time Tracking

Time tracking Add Service field to timesheets (@ (\}
Make Single-Time Activity Billable to Customer (3 r
Show billing rate to users entering time @

First day of wark week

Monday ~

e Toggle on Add service field to timesheets setting if you want to track which
specific services your team performed when working for a client. This adds a
field to timesheets that allows you to input the services from your Products and
Services list and associate it with specific time worked.

e Make Single-time Activity Billable to Customer: You can also let your
employees and vendors see how much you charge clients for their work if you
select this checkbox. You also have the option to change the first day of the
work week to a different day.

e Multicurrency: Turn this feature on if you do business with customers, vendors
or bank accounts that use different currencies.

Other Preferences

e Date and Number format

e Change how QuickBooks refers to customers. This is handy if you would rather
refer to customers as Donors, Clients, or anything else you see on this list.

e Turn on warnings for duplicate numbers. This helps to ensure that you don't
enter the same bill, check or purchase order twice.

e Sign me out if Inactive: Choose how much inactive time elapses before
QuickBooks logs you out.

Other preferences

Date format MM/ddlyyyy ¥
Number format 123,456.00 ~
Customer labe Customers v | @
Warn if duplicate check number is used m

Warn if duplicat I s )

vwarnima Jplf‘d.‘:‘ Iﬁ,\”l’“.ll‘ﬂlr)l?. IS W E‘d ({n

\I'VHFP- \: rEAI‘F:IV’ﬁf:‘ J(J.HITE number 1s used (/l

Sign me out if inactive for Thour =

Cance' m
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Customer Type

If you want to measure the performance of different “types” of customers, or you want
to change the price of products and services based on the type of customer, those
are things that you can do in your QuickBooks Online account. If you're a company
that sells products, you may want to set a specific price for retail customers that is
different from wholesale customers. This is also possible in QuickBooks Online.

The first step to achieve both of these goals, is to set up and assign customer types.
Then you'll be able to run reports specific to those new customer types.

Set Up and Assign Customer Type
1. Select Sales> Customers

Select the Customer Types button in the right corner.

New customer type

Cancel

Note: The customer types are determined entirely by you, so just set up the types of
customers that make sense for your business.

Select the New Customer Type button

Enter the Name that you want to categorize these customers by.

Select Save.

Now your can assign your newly created Customer Type to your Customers.
From the Customer List, select the customer you want to assign a type to > select
Edit.

7. Select the Additional Info tab> Assign the customer type here.

cnprwWN
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Assigning Customer Type in a Batch

1. From the Customers List, select the checkbox beside the customers you want to
assign a type to.

2. Select Batch Actions > Select Customer Type

3. Choose the type to assign to them.

Editing Customer Type

= Buildem, Inc. B myepes @rlp Q L €& O

Customer types
IAME ACTION
dit Vv
Edit v
dit v
Edit Vv
Edit v
[ e imctive |

4. To change a customer type “name,” select Edit.
5. Select the drop-down arrow and remove the Customer Type from the list by
selecting “Make Inactive.”
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Run Customer Type Reports

Now that you've set up customer types, you can run a special report.
6. Select Reports

7. Search for Sales by Customer Type > Click to open the report

8. Run this report for This Year-to-date> click Run Report.

e This reportdisplays all of your company’s sales over the selected date range and
groups them by Customer Type. You also get a total for each customer type.
Note: The Customer Type is used as the “Group by.” Change the Group by on nearly
any Detail type report to change how it groups your data.

= Buildem, Inc. B wyepes: @Hlp Q L B O

Dashboard Buildem, Inc.

SALES BY CUSTOMER TYPE DETAIL
lanuary 1 2020

DATE TRANSACTION TYPE NUM pRODUCT/SERVICE 1 MEMO/DESCRIPTION arny SALES PRICE AMOUNT BALANCE

Total for Advertisement 5529.94
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Classes

QuickBooks offers a powerful tool called classes. Classes allow you to track how
individual offices, departments, locations, or even employees, for example, are doing
in your business.

Turn on and Set Up Classes

To get started, you must turn this feature on, in your Account and Settings.
1. Selectthe Gearicon > select Account and Settings> Advanced settings.
2. In the Categories section, click to activate Classes.

© seteess x o+ o %

Account and Settings @ up X

Accounting January
Same as fiscal yoar

Acerual

Off

Company type

Chart of accounts Enable account numbers Off
Categories ckclas &
o 5
Assig
One to each row in transaction {&
——
Automation Pre-fill forms with previcusly entered content Off

e Since classes are a way for you to track different departments or funds within our
business, you probably want every transaction to have a class, or multiple
classes, assigned to it. QuickBooks gives you a helping hand with this option,
“warn me when a transaction isn’t assigned a class.” QuickBooks issues a
warning when transactions are recorded without a class. This is a great option
because the class is often the easiest part of a transaction to forget.

e Choose whether you want the class to apply to entire transactions or pick and
choose on a line-by-line basis.

3. Select Save and Done.
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Set up Class Lists

4. Select Gear icon > All Lists

5. Select Classes > New

6. Create any desired Classes > click Save.

= Buildem, Inc B mepes @relp Q L @& O
Lists

Chart of Accounts

Recurring Transactions

Products and Services Classes
LI

Attachments
Custom Form Styles

Now that you've set up your classes, they can be added to transactions. Be aware that
when you set up a class you can make it a sub-class of another class. This works in the
same way as sub-accounts on the Chart of Accounts.

Record Class on a Transaction
Class on Sales Transaction

We will enter this new Class on a sales form, we will use an Invoice as an example.

1. Select New+ > Invoice
2. Enter Sales details include the Customer, Invoice Date, Product / Service detail(s)
and the amount due from the customer.

Each of these products and services are linked to income accounts that will increase

by these amounts on the Profit & Loss statement, but when utilizing classes on this

transaction, you'll be able to like the Class (department, location, employee, etc.) to

the transaction as well.

3. In the Class column select the drop-down arrow and choose the Class that is
associated with the product/service on this line of the Invoice.
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© imoice x4+

€ C @& ciigbointuitcomapn/invoice

(% Invoice #108

Customer [ Customer email (2

Billing address

Terms (T Invaice date

¢ PRODUCT/SERVICE (7] DESCRIPTION

Add lines Clear all lines Add wbtotal

Mestage on invaice

Print or Preview

Online payments Gt st uf

is visa @B ==, [ [

Due date

ary RATE AMOUNT TAX

Mk recurring

Customize

&

& @ e

BALANCE DUE

$3,800.00

Invaice no.

CLASS

andscaping - & 1,800.00

Note: Either use the same class, or a different class on each line as needed.

4. Select Save and Close.

Class on Expense Transaction

Recording Class in Online Banking Center

2. Click Banking

1. Select Banking (or Transactions) on the left-hand navigation bar.

3. Click on an expense transaction in your online banking center, to view additional
details needed on the transaction. Be sure to enter in the details include Payee,
and Expense Account in the Category field, and Class is also listed here.

Split transaction

Dowrloadad transaction

Paysw

CATEGORY DESCRIPTION

Al lines

Momao

CLASS

$1.200.00

AMOUNT
]
]
$0.00
* 5 00,00
$1.200.00

Cancel
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Note: If you need to split an expense transaction into multiple classes, select the Split
icon. This will expand and provide the ability to assign multiple classes to a single
transaction.

4. Select Add to create the expense transaction and apply the Class detail(s).

DATE DESCRIPTION PAYEE CATEGORY OR MATCH SPENT RECEIVED ACTION

Above & Boyond Accounts Payable 1.237.86 Add

Taga ®

BANK DETAIL BUSINESS TO BUSINESS ACH ABOVE & BEYOMND L SALE 201128 TREVOR MATHESON

Class Reports

When running reports, in the Reports window, search, in the toolbar for the terms “by
Class” to view all reports that can be run which will explicitly show classes associated
with your transactions.

e Select Reports > Profit and Loss by Class to view income, cost of goods sold and
any expenses for a class. You can also see the profit, or netincome, for each
class.

tv Addnotes Fdittitles ([EY B8 &8 dr @

Buildem, Inc.

PROFIT AND LOSS BY CLASS
January 1 - July 30, 2020

CONSTRUCTION LANDSCAPING MNOT SPECIFIED TOTAL

300.00

Sal $-16,029.50
Service Income 2,500.00 1,000.00 105,607.70 $109,107.70
Total Income 52,800.00 * 51,000.00 5607,177.30 5610,977.30

Materisls 50,036.47 §50,036.47

Total Cost of Goods Sold 50.00 50.00 5278,208.30 5278,268.30
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Note: Any transaction listed in the “Not Specified” column, are transactions not
associated with a class. To remove transactions from this section, you will need to
return to the historical transactions and assign a class to each one.

If you'd rather view details about a particular class, instead of every class, you'll be
able to do so by viewing a standard Profit and Loss report.

1. Select Reports > Profit and Loss
2. Select Customize
3. Locate the Filter section
4. Select Class > select the Class you want to view details for.
5. Select the Run Report button in the bottom of the screen.
Customize report
Vendor (Salact all)
o Lsnz;scaping
Locations

Locations work almost exactly like classes, letting you divide up your business
however you like, so you can run reports to track the performance of those divisions.
Here is scenario where locations would benefit your business. If you have multiple
locations and desire your customer invoices to have contact information for a specific
one of your locations that they purchase items from, this is doable with locations.
Only one location can be assigned per an entire transaction, so classes still has the
edge when it comes to versatility.

Turn on and Set Up Locations

1.

2.
3.
4

Select Gear icon > Account and Settings
Select Advanced settings
In the Categories section, click to activate Locations.

In the Location Label dropdown, select the name you want to choose for your
locations.

Click Save > then Done.
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Account and Settings @ X
togon e
act gned a class
@]
=
4
G-
Automat @ off
Location
A off
o#
off
Projects on

Set up Location Lists

6. Select Gear icon > All Lists

7. Select Location List > New

8. Enter the desired Location name, and choose any checkbox(es) that apply to this
location.

Location Information

*Name

|_| Is sub-location
[ | This location has a different title for sales forms.
|:| This location has a different company name when communicating with customers.

| This location has a different address where customers contact me or send

payments.
|:| This location has a different email address for communicating with customers.

|7| This location has a different phone number where customers phone me.

Cancel |

9. Click Save.
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Record Location on a Transaction

Location on Expense Transaction

1. Select New+ > Expense

2. Enter in payment details such as Vendor, date, amount, category, etc.
3. Enter a Location that you would like to associate with this transaction.
4. Click Save and Close

Note: Unlike classes, you won't see any option to split a transaction between
locations. You can only assign a single location to an entire transaction.

Location on Sales Transaction

1. Select New+ > Sales Receipt

2. Enter in payment details such as Payee, date, amount, category, etc.
3. Enter a Location that you would like to associate with this transaction.

& Saes Receict %+ o
€ - & c71ghcintuitoom e :
o~ ; 2
(- Sales Receipt #110 @ Hela X
...... Email
$162.38
Biiling sddrees Sales Becept dse Sabes Seceiprne.
Locetion
k
Paymert methe: oz ¢ Deposit to
#  PRODUCT/SERVICE DESCRIPTION an RATE AMOUNT TAX CLASS
0 o

4. Click Save
5. Select Print or Preview to see what the customer will see on their receipt.

Note: When you create a sales transaction, such as a sales receipt or invoice,
QuickBooks uses the address of the location you have assigned on the transaction.
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Buildem, Inc.
61 Rainey St.

Austin, TX 78701 US
(512) 609-9405
austinoffice@buildem.com
BILLTO
* Ruvaldt Pickling Co.

SALES #
110

PMT METHOD
Cash

DATE
07/30/2020

L Bocks Garden rocks 10

Sales Receipt

15.00 150.00T

Location Reports

Profit and Loss

6. Select Reports > Profit and Loss.
7. Select Customize > open the Filters section.

8. Select Location > select one or multiple locations on which you desire to view

details on your report.

e You can see the impact of the sales receipts and the expenses, but it's mixed in
together with all of the other transactions we've entered for this year. This sort of

statement is great for evaluating the overall health of a business, but with
locations we also want to see how each location has performed.

9. Right click Reports > Open the link in a new tab.

10. In the new tab, Search for by location > Open the Profit and Loss by Location.

Buildem, Inc.

PROFIT AND LOSS BY LOCATION
January 1 - July 30, 2020

B o dr @

AUSTIN DALLAS NOT SPECIFIED TOTAL
~ Income [}

Construction Income 383,789.84 $383,789.84
Design Income 8,700.00 $8,700.00
Freight Income 45.00 $45.00
Markup Income 5,605.73 $5,605.73
Parts Sales 119,758.53 $119,758.53
Sales Discount -16,029.50 $-16,029.50
Sales of Product 150.00 250.00 $400.00
Service Income 109,107.70 $109,107.70
Total Income $150.00 $250.00 $610,977.30 $611,377.30
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o With this report, you can track all of the income, cost of goods sold and
expenses for the location, as well as the profit, or netincome for each location.

e Any transactions not labeled with a location falls into the Not Specified category.
To get rid of this column, you'd need to return to those individual transaction
and assign a location to them.

e You can also run sales and purchases reports divided by location.

QBO Advanced: Improved Custom Fields

To track unique fields to your business, use the Custom Fields feature. QuickBooks
Online Advanced has extra options available to utilize in addition to the basic custom
fields you learned in Level 1.

Set up Improved Custom Fields
Add Custom Field

There are two options to create new, and access current custom fields.
Option 1:
e Click the Gear menu and select Custom Fields.
Option 2:
1. Click Gear menu > Select Account and Settings
2. Select Sales> Click in the Sales Form Content section.
3. Select Custom Fields
4. Selectthe hyperlinked phrase Custom Fields.

Custom fields

<

CUSTOM FIELDS SALES PURCHASES

NAME CATEGORY e INVOICE ESTIMATE Lot iy e~

VENDOR CREDIT CARD
RECEIPT MEMO RECEIPT EXPENSE BiLL CHECK

CREDIT CREDIT ot e
Edit v

Edit W
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Use Improved Custom Fields
1. Select New+ > Sales Receipt

Enter sales transaction details, such as Payee, date, payment method, product and
service details.

@ e ey x4 (x ] b
(Y} Sales Receipt @ raip X

Sales Rocuips dete Lecation of eale

]
+ 5 1 i
Payrant methad Reforrce na Depodit o
Enter credit card details
¢ PRODUCT/SERVICE DESCRIPTION ary RATE AMOUNT TAX  CLASS
-
Rock foutain w man 1 212350 21250 o
Add lines Clear all nes Subtotal $425.00

2. Notice your new Custom Field shows up on the transaction. Enter the details in
your Custom Field for the transaction.
3. Select Save and Close.

Custom Field for Customers or Vendors

If you set up a custom field for customers or vendors, you can open the customer or
vendor's record to add that.

1. Open the desired list (Customer or Vendor).

2. Selectthe name from the list.

3. Select Edit.

4. Add the information to the Custom Field section.

Customer information

Title  First name Middle name Last name Suffix Email
Company Phone Mobils Fax

* Display name as Other Website
Print on chock as || Use display name

Custom fields = Additional Infc

Custamer Birthday Project Completion Date

) I
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Report Options for Custom Fields

There are two methods for looking up information entered with custom fields, and
which you prefer to use is entirely up to you. Both have their own advantages and
use different kinds of reports.

Sales by Customer Summary

1. Select Reports

2. Search for Sales by Customer Summary

3. Select Customize > scroll down to the Filters

4. Click to turn on your desired Custom Filter > select Run Report

When using the summary type reports filter, you are required to type in the desired
custom field you are using.

Sales by Customer Detail

This report shows all sales listed by customer, with each line of each sales transaction
listed separately, and a Total by customer. In the top left is an option to select the way
customer detail is viewed on the report. Select the Group by dropdown to choose a
different method for QuickBooks to group transactions on the report.

1. Select the Group by dropdown and choose your custom field.

2. Select Run Report

e The advantage to this method is that it displays all entries for the custom field
regardless of spelling, so even if you misspelled a name or other piece of data in
a custom field it will show up on this report.

3. Select Save.
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Introduction

Products and Services play a major role in tracking your sales information. Mastering
QuickBooks Online Level 1 covers a lot of the basics for items and inventory, but
there are some advanced workarounds that help you get even more functionality out
of QuickBooks. In this chapter, you will learn how to:

e Create and use Bundles

e Run workarounds that let you record the assembly and manufacture or products.

e Carryout inventory tricks, such as what to do when your company uses some
inventory in-house.

e Record the purchase of products and services that are not considered inventory
in QuickBooks.

Bundle ltems

If you have several Products and Services which are provided for your customers,
each is probably sold and tracked individually in QuickBooks. If that group of
individual items are often sold together, QuickBooks has an option in Products and
Services that allows bundling of individual items on Sales Transactions to save on
data entry time. Bundles combine existing products and Services together into a
single item to make entering Products or Services faster. Inventory, Non-

Inventory and Services can be combined into Bundles.

But there is no way to track quantity on hand for Bundles and there is no way to enter

a sales price for a Bundle Item. The Bundle’s sales Price is the sum of the individual
items that were bundled together.
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Set Up a Bundle

Before you can put together a bundle you'll need some Products and Services.
1.

2.
3.
4

Select Sales or Invoices tab > Product and Services

Select New

Enter the name of your Bundle, any desired SKU and/or description.

Select the product/service(s) you wish to add to your bundle, add in the Quantities
of each product/service that will be included in your bundle.

SKU @

Description

Products/services included in the bundle

PRODUCT/SERVICE aTty

Apple
¢ [

Orange
“mW
Baskat

'@

]

Notice that there is no place to enter a price for the apple or even the Bundle in
general. This is a limitation on how Bundle Items are used. They only bundle
existing items together at their already assigned prices. But you can still change
the prices of the individual items on the invoice or sales receipt.

Just above the Product/Service selection there is a box to “Display bundle
components when printing or sending transactions”. Checking this box allows
you to show your customers each part of the Bundle on a sales transaction.
Leaving it unchecked just displays the Bundle name but not the parts that make
it up.

5. Click Save and Close.
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Use a Bundle Item

1. Select New > Sales Receipt
2. Enter Customer name, terms and dates and other desired details.

3. Inthe Product and Service field, choose your Bundle.
() Invoice #112 R, Tohoat B @ X

$39.00

" PRODUCT/SERVICE DESCRIFTION ary RATE AMOUNT  TAX  CLASS

e Onthefirstline, you'll see the bundle name, and on the subsequent lines you'll
also see the items that make up the bundle listed below.

e By default, your customer won't see this. They'll only see the name of the Bundle
up above. You can choose to show the customer individual items, in the Bundles
settings on the product and services list.

e Asyou change the quantity of bundles sold, the quantities change for individual
items.

e The fixed price of your bundle is fixed and cannot be changed, because it's
merely the sum of all the products and services in the bundle. The only way to
do so is to change the individual price of the parts.

() Invoice #112 Dekestow @ @ Help X
Cuatamer (7 Customer cmad SOOI Py s o DALANCT DUE
Cards s @8 —, [ =

e ransfr $450.00

Beling addrass - N Due date o

........

& PRODUCT/SERVICE [7) DESCRIPTION aTy RATE AMOUNT TAX CLASS
[+] "]

e You can include any Non-Inventory, Inventory or Service in a bundle and you can
also include the same products and services in multiple bundles.
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Manufacturing and Assemblies

In this section of the chapter you'll learn:
e Some workarounds to help you record, assemble, manufacture and use
products and services.
e How to record the manufacture of an item; one method using products and
services, the other is used if you build something from raw materials.

Set up a Product you Assemble / Manufacture

In order to assemble an Inventory item you'll need to have its parts already recorded

as ltems. The parts of an Inventory assembly do not need to be Inventory items

themselves though.

1. Select Sales or Invoicing > Products and Services

2. Select New

3. Select the items you wish to include in your assembly. (You can use Inventory,
Non-Inventory or Services as part of your assembly) Enter a name for the new
product assembly you're creating.

4. Create an item that will be a part of your manufacture / assembly build. Enter in the
initial quantity on hand and the date, as well as your desired reorder point.

Product/Service information

Inventory

Name*

SKU O

Class

Initial quantity on hand*
As of date®

Rearder point

I |

5. If the items aren’t sold individually, there is no need to enter a sales description or
price.

6. In the purchase price field, enter the description and the price that you typically
pay your vendors for the parts that you use on the assembly.

Note: QuickBooks associates the quantity on hand with the purchase price you enter
to track their value.

7. Select Save and New
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8. Enter any other products included in this manufacture / assembly using the steps
above.

Inventory asset account
Dascription
Sales price/rate Income account

Sales tax category @

v

Purchasing information

Cost Expense account

Prefarred Vandor
Save end close

Now you're ready to enter in details about the assembled item.

1. Enter the current quantity you have on hand that you've already created.

2. There is no reorder quantity because you assemble them on site.

3. Enterthe desired date to start tracking your quantity on hand and an appropriate
description.

4. Enter a sell price, and you're ready to start tracking your assemblies!
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Assemble from Other Inventory
If you are assembling Inventory items from bulk raw materials follow the steps listed

below.
() Expense Srkearcar G @ rep X
» Category details
v Item details
©
1. Select New+> Expense
2. There is no need to enter a vendor, and entering todays date will suffice.
3. Close the Category Detail section, only the Items Details in the workaround are
utilized on this transaction.
4. In the Item Detail section, enter the parts being consumed in this assembly.
5. Enter each item on a separate line, and enter the amount as negative in order to
remove the item from your inventory.
Note: QuickBooks shows a negative total, which is the value of the items being
used in the process of assembly.
6. Enter the name of the item that is being assembled.
7. Enter the quantity as a positive number to represent the number of new items
being created.
8. Next, enter the value on the new items. In this case it is necessary to offset the

9.
10.

negative total of the transaction. Enter the amount as a positive number, in the
Amount field and press tab.

You are left with a zero dollar Expense.

Select Save and Close.

Now the quantity of the individual items has been reduced, you no longer have those
on hand because they were used to make the assembly, but the assembled item
number has increased.

The value was transferred from the individual items, to the assembled item.
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Assemble from Scratch

In the last to assembly sections, items were purchased which were then tracked as
products and services, and then these were made into an assembly. But what if you
make your assembled items from scratch or from raw materials? How do you use
items that you don't buy as part of an assembly?

Track the Value of Materials with an Asset Account

e Select Accounting> Chart of Accounts > New

)

Account

Account Type *MNama

* Detail Typa Description

Use Allowance for bad debts to estimate
the A s receivable yo

When do you want to start tracking your
finances from this account in QuickBooks?

Cancel Save and Close

e Setup an Other Current Asset account (e.g. Raw Materials Inventory). Whenever

you buy raw materials that will later be used to create Inventory ltems you use this
account on the purchase.

Recording the Purchase of Materials

e Use an expense, check or bill transactions to record the purchases. If you're using
online banking, you can enter the Other Current Asset account in the category.
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Track Assemblies with Reports
e Select Reports > Balance sheet

tv Add not fit titles ((ET Mo Bbré

Buildem, Inc.

BALANCE SHEET

As of July 31, 2020

TOTAL

593,183.09

42 059.75

Total Accounts Receivable 542,059.75

U i Funds 41238
Total Other Current Assets 5176,158.10
Total Current Assets 5311.400.94

Take a look at the value of your recently created Asset Account. This will show you the
value of all of your materials purchased over time. As you make items from your raw
materials, your asset value will decrease, and the Inventory Asset value will increase.

e QuickBooks does not have a designated transaction to create Inventory from
scratch so you'll have to use a zero dollar Expense. No name is needed and
today's date is fine.

Zero Based Transaction

1. In the real world you are using up materials to create a new Inventory Item. In
QuickBooks, you'll use the Category Details section to show the value of materials
that have been used.

2. In the Category Details section, enter in your Asset account, and the value of
materials being used as negative.

3. Inthe ltems detail section, enter the Inventory Item you're making.

4. In the Quantity field, enter how many of this item you are making.
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@ Bowae x B - o %

« C & cMgbointutoom

() Expense Dreacur G (@ Hep X

Faymen aate Fayment mesnoa

v Category details
¥ CATEGORY DESCRIPTION AMOUNT  €LASS

1 Raw Materials Inventor

Add Gnes Clear all lines

v ltem details

f  PRODUCT/SERVICE DESCRIPTION arr RATE AMOUNT  CLASS

2 Tablelegs 0 10 20000

Note: This entry will increase the value of your Inventory on hand, but you also need
to record the value of the materials used. You many need to adjust the Rate for the
items you are building.
e The goalis to make the total of the items in the Category section equal the total
of the items in the Items Detail section so that the amount you see in the
Amount field at the top of the screen is zero.

5. Select Save and Close
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Visit the Balance Sheet
1. Select Reports > Balance Sheet

2. Notice that your materials Asset account has decreased,

value has increased by the same amount.

Buildem, Inc.

BALANCE SHEET
As of July 31,2020

and your Inventory Asset

TOTAL

~ ASSETS
~ Current Assets

~ Bank Accounts

Checking 78,683.09
Checking 2 10,000.00
Savings 4,500.00
Total Bank Accounts $93,183.09

~ Accounts Receivable
Accounts Receivable 42,059.75
Total Accounts Receivable $42,059.75

~ Other Current Assets
Inventory 174,835.72
Inventory Asset 560.00
Raw Materials Inventory 350.00
Undeposited Funds 412.38
Total Other Current Assets $176,158.10
Total Current Assets $311,400.94

Record In-Store Use of Inventory

Many companies use their on-hand inventory to fix their own equipment or in some
way consume Inventory through regular business operations. There is no built-in form
to track this process in QuickBooks.

To adjust your inventory to account for the use of these items follow the steps below.

1. Select Accounting > Chart of Accounts
2. Select New > Create a new Expense account

e This account will track the inventory items used in general business operations.

Enter a name for this account (e.g. In Store Use, or Business Operations Use.)

Bank Service Charges ervice. Run report «

Run report « |

Run report w

Run report «
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Scenario: You take an item out of your Inventory to use in your own business (or
store). Check to see if you have enough inventory on hand, by opening an Inventory
Valuation Summary report.

1. Select Reports > Inventory Valuation summary

2. Verify that you have enough of this inventory item on hand to use with in your
store or business.

3. ThisIs not a Sale, so there is no income. You will need to use the Inventory
Quantity Adjustment transaction.

= v Add note = % E_) v @
Buildem, Inc.
INVENTORY VALUATION SUMMARY
As of July 31,2020
SKU aTy ASSETVALUE CALC. AVG
Kitchen Table 0.00 0.00
Table Legs 12.00 120.00 10.00
Table Top 3.00 120.00 40.00
TOTAL $240.00

Friday, July 31,2020 01:07 PM GMT-05:00

4. Select New > Inventory Quantity Adjustment

Choose the Inventory item that you want to decrease in quantity and enter a

negative number in the Change in Quantity field to show the loss of inventory.

6. In the Adjustment Account field, choose an expense type account such as
Business Operations use, to track the business expense to the company.

o

(% Inventory Quantity Adjustment #7 @ Hele X

Adjustment date Reference no.

Inventory adjustment account Location

¢ PRODUCT DESCRIPTION QTyY ON HAND NEW QTY CHANGE INQTY CLASS

Add lines Cleor all lines

7. Click Save and Close.

e Rerun your Inventory Valuation Summary to view the decrease of quantity on
hand.
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ortw Add notes ~M & B §€>}

Buildem, Inc.

INVENTORY VALUATION SUMMARY
As of July 31,2020

SKU aTty ASSET VALUE CALC.AVG
Kitchen Table 2.00 160.00 80.00
Table Legs 20.00 200.00 10.00
Table Top 5.00 200.00 40.00
TOTAL $560.00

e Run the Profit and Loss to see the Business Operations Use expense account
increase to show the use, or loss, of the inventory item.

e U

Fuel Expense 691.76

Total Automobile Expense 5,797.90
Bank Service Charges 643.00
Business Operations Use 80.00
Cleaning 1,400.00
Dues and Subscriptions 400.00
Equipment Rental 7,800.00

Non-Inventory and Service Purchases

Non-Inventory and Service Items can have their purchase price tracked, which allows
you to run reports that show sales price, minus the purchase cost, to give you the
profit on non-inventory sales.

Purchase Non-Inventory and Items

First, make sure you're the product and service items are set up correctly. When you
edit or create a new product or service, scroll to the bottom of the pop-up window
and be sure that the box titled “I purchase this product/service from a vendor” is
checked. Without the box being checked, there is not way to include the item on
purchases.

Sales tax category (@

Nontaxable v

Purchasing information
| v |1 purchase this product/service from a vendor.

ltem #867-5309

Cost Expense account

300 Purchases A

Preferred Vendor
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Once your items are correctly set up, you can enter a purchase through an Expense,

Check or Bills to purchase your non-inventory items.

1.
2.
3.

4.

Select New + > Expense
Enter the Vendor, date and account details.
In the Item Details section, enter the Product / Service details to document what
you've purchased.

Select Save and Close.

Because the product/service(s) are non-inventory, QuickBooks does not track the

quantity, but you can still see how much was spent on them.

1.
2. Search for Purchase by Product/Service Detail report.

Select Reports

Sortw Add notes

PURCHASES BY PRODUCT/SERVICE DETAIL

Buildem, Inc. &

h

8o b

July 2020
DATE TRANSACTION TYPE NUM VENDOR QaTy RATE AMOUNT
~ Cedar Door
07/31/2020 Expense Hicks Hardware 10.00 300.00 3,000.00
Total for Cedar Door 10.00 $3,000.00
~ Kitchen Table
07/31/2020 Inventory Starting Value START 0.00 0.00
07/31/2020 Expense 3.00 80.00 240.00
07/31/2020 Inventory Qty Adjust 7 -1.00
07/31/2020 Inventory Oty Adjust 7 1.00 80.00 80.00
07/31/2020 Inventory Qty Adjust 7 -1.00 80.00 -80.00
Total for Kitchen Table 2.00 $240.00
~ Lawnmower (deleted)
07/31/2020 Inventory Qty Adjust 2 -10.00 100.00 -1,000.00
07/31/2020 Inventory Oty Adjust 2 -10.00
07/31/2020 Inventory Qty Adjust 2 10.00 100.00 1,000.00
Total for Lawnmower (deleted) -10.00 $0.00
~ Stool (deleted)
Inventory Starting Value START 0.00 125.00 0.00

07/31/2020

On this report, you'll see the detail information about the items you've purchased,
both inventory and non-inventory or services. You'll be able to track

Quantity you bought
Price of the purchase
Amount you spent
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To see information on your total profits coming from the sale of your items, run a
filtered version of the Profit and Loss.

1. Remove the data for the whole company income and expenses. Select Customize.
2. Select Filter

3. Choose Product and Service as a filter.

Customize report

P General

» Rows/Columns

w Filter
|Z| Product/Service Cedar Door v
|:| Distribution Account All Income/Expense Act | ¥
|i| Customer All -
|:| Vendor All -
[ | Employee Al .
|j| Location All -
|:| Class All -

» Header/Footer

Run report

4. Selectthe product/ service you've purchased. This will filter out all report data
except the purchase or sale of the chosen product(s).
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This chapter will teach you some of the more advanced, and even complicated, sales
options in QuickBooks Online, as well as how to fix common issues that come up
when recording Sales. In this chapter, you'll learn about

e How to set up Price Rules for different customer groups.

e How to create a sale for a specific date range.

e How to pass project costs back to your customer using the Billable option.

e Common problems when recording Sales, specifically Accounts Receivable and

Undeposited Funds.

Price Rules

Price rules let you set automatic price changes based upon customer type, date,
product purchased, and other criteria. They are great for automating temporary sales
or offering some of your customers different rates on the products and services you
sell.

Turn on Price Rules

1. Select Gear Icon> Account and Settings

2. Toturn on Price Rules click the Gear icon > Account and Settings.
3. Select Sales > Products and Services settings

4. Selectthe checkbox for Turn on Price Rules.

Account and Settings @ s X

Net 30
Print later

On

On

off

: Dis off
Off

Tip off

Products and services | Show Product/Service column on sales forms (2 ©On

SKU columr off

l/k iles E30 On

o and price/rate On

] T = Juant o

Now that Price Rules are turned on, you'll find them by clicking the Gear icon and All
Lists to get started. Price Rules can be set up in many different ways and in this
chapter you'll see multiple examples.
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Set up Temporary Price Reduction / Increase

1. Select Gear Icon > All Lists
2. Click Price Rules
3. Enter the desired name for your Price Rule

4. Enter details about Customers affected bi the rule and Price Ad'iustment method.
Create a price rule

Rule nama Customer Froducts and services

Spring Sale All customers ' All products and services W

Prize adjustmant method Porcontage Rounding Start date stional  End date

Percentage v Dacrease by v 20 05 ~ 0470172020 04/30¢2020 Apply rule

Products and services (45)

PRODUCTS L) DESCRIPTION cosT SALES PRICE ADJUSTED PRICE

Note: If you want the rule to last indefinitely, leave the date range blank.

5. Select the Products and Services drop-down menu to limit products and services
that the price rule affects.

e You can make a price rule that affects all services, all inventory, and all non-
inventory.
e You can specify individual products and services to include in the price rule.

6. After selecting the product(s) and/or services to apply to this price rule,
QuickBooks displays the names of the products and services and what you
normally charge for them.

e QuickBooks displays the price that you pay for your products and services in the
Cost column.
e Adjust the price of each product or service manually here in the Adjusted Price
column.
e You can adjust the sales price of multiple products and services by
0 A fixed amount
0 A percentage
0 Or acustom price peritem.

Note: Sometimes increasing or decreasing the price of an item leaves it with a price
that has more than two decimal places. In other words, it might have a price that
involves a monetary denomination smaller than a penny. Apply a rounding rule here
to avoid prices that involve an amount smaller than a penny.
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7. Click Apply and QuickBooks lists the adjusted prices for your products and
services.

Note: QuickBooks doesn't apply the price change if a product or service has a price
of zero. If you need to make adjustments once you've applied one of the above
pricing options, you can do so by selecting an amount and replacing it with the
preferred amount.

Changing Price Adjustment Method

If you decide you want to change the method for price adjustment, simply select the
desired option from the Price adjustment method drop-down. All adjusted prices will
reset.

To avoid prices that involve amounts smaller than a penny, you’ll round to the nearest
five cents if a price involves three or more decimal places.

1. After making any desired changes, click Apply to see the changes show up in the
table below.

2. Click Save and Close to finalize the Price Rule.

3. To make any changes to the Price Rule, select Edit

4. To make any Price Rules inactive, select the Actions drop-down and choose the
Inactive option.

<

Price Rules Send fusdback

RULE NAME ADJUSTMENT START DATE END DATE ACTIONS

Edit v

lI

Make inactive

Record a Sale During a Temporary Price Reduction
1. Select New + > Invoice

2. Enter the date, customer and product and service details to document the
purchase of the items.

Note: After entering in the customer and product / service(s) associated with this
Price Rule, you'll notice the price automatically adjusts on the sales transaction. Click
the drop-down to see other rates you've used instead of the current price.
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(%} Invoice

Customer (2 Customer email (7

Billing ad Terms (2 Invaice date

# PRODUCT/SERVICE (T) DESCRIFTION

o 1 | Gardening v | [Weskly Gardening Sarvices

Add lines. Clear all lines Add subtotal

Mestage on invoiee

B Take a tour

{d,} ®H9|D x

BALANCE DUE

$200.00

any RATE AMOUNT

Subtotal
Taxable subtetal $0.00

v | 8.25%

Total

3. Enter any remaining sales transaction details needed.

4. Select Save.

TAX
i

1]

$200.00

$200.00

Note: QuickBooks does not explain the price rule to the customer in the preview to
the right. You'll need to enter that in the invoice notification email if you want the
customer to know about the price rules you've applied.

5. Select Send and Close.

Changes Prices for a Customer Type

Price Rules allows you the opportunity to designate different types of customers, assign
customer types to customers, and then apply price rules to the entire customer type.

1. Select Sales > Customers

2. Select Customer Types in the top right.

Customers

$1,038 $28,555
11 UNBILLED ACTIVITY 12 OVERDUE

create and use is entirely up to you.

() (D

$21,537
& PAID LAST 30 DAYS

Note: Customer types are completely arbitrary so what customer types you want to

3. To create new customer types, select New at the top right.

4. Enter the customer type then select Save.
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New customer type

Note: You can change the name of a Customer Type with the Edit button.
Or even make them inactive by clicking the Action drop-down arrow...and choosing
Make inactive.

5. When back on the Customer page, you can assign them to customers as you set
them up, or when you're editing customer details through the Additional Info tab
in the customer center.

Customer information

Title  First name Middle name Last name Suffix Email

Company Phoneo Mobile Fax
Sanctuary
* Display name as Other Website
Print on chack as || Use display name s sub-customar
Address  Motes  Taxinfo | Payment and billing  Language | Attachments = Additi*nal Info
Customer Type

Cancel Make inactive Provacy m

6. Once you've made the desired edits, be sure to click Save.

Change the Price Rule on a Sale
Scenario: Your company wants to give a discount to a certain customer type.

1. Select Gear Icon > All Lists
2. Click Price Rules
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Lists

Chart of Accounts Payment Methods

Recurring Transactions Terms

Products and Services Attachments

Price quﬁ
3. Select New to create a new Price Rule.
4. Enter the name of your rule.
5. Choose the Customer group that will have access. At the bottom of the screen,

after choosing the desired customer group(s) associated, If you want to exclude
any of these customers from the discount though, click the trashcan under
Exclude Customer.

6. Enter a desired date range and any rounding and price adjustment details

necessary.

You can change the selection of products and services here as well.

8. Select Update Rule, then Save and Close.

~

See the Price Rule in Action

1. Select New + > Invoice

2. Enter the Customer name

3. Enter a product or service that is part of the Price Rules category you have just
established in the previous step(s). The rate is now lower because the price rule
was applied.

(2 Invoice Drekeatowr 3 @ Hep X

-~ Online payments Get sat up :
Customer Customer emai BALANCE DUE

$270.63
Billing address Tarme Imvaice date Due date
# PRODUCT/SERVICE DESCRIPTION ary RATE AMOUNT  TAX
(4] i - arc ] k m - 2 7
o o o] -
25
) '
] 2. £ ]
Add lines Clear all lines Add subtotal Subtotal $250.00
Momage siowsios . __subrorsl $250.00
*  8.25%
Total $270.63
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Scenario: On a particular transaction, the discount / lowered rate will not be given.

1. Selectthe Rate drop-down arrow and choose the desired price level for this item,
or the base sales price (depending on what data you have in your account). You
can choose from these different price levels on a sale-by sale basis. It's important
to note that even if the customer you're entering a sale for isn't of a particular
customer type, you can still apply the customer type price rule to them here. This
drop-down menu and all the price rule options will be present on every sale,
regardless of the customer.

2. When you eventually print or send the invoice to the customer, it won't include
any information about the price rule being applied, so sometimes it's helpful to
leave a note in the description field, or in the message to the customer field.

3. Select Save and Close.
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Billable Cost

With Billable Expenses in QuickBooks you can invoice customers for expenses that
you incur while performing a job them.

1. Selectthe Gear icon > Account and Settings

2. Select Expenses > Bills and Expenses

In order to invoice clients for your expenses you need to turn on some of these
settings.

3. Select Track expenses and items by customer

Select Make expense and items billable. Turn this on if you plan on charging your
customers a markup for billable expenses.

Markups can be entered here as a default, or they can be assign on expenses as they
are entered.

Tracking Billable Cost
1. Select New+ > then choose the type of transaction to summarize the purchase
e Expense
o Check
e Bill
2. Choose who you paid for the product / service.
e Inthe Category section, enter an expense account.
e If anitem on your Product or Service list was purchased, those details can be
entered in the Item Details area.

3. Enter a Description, and the amount of money in the Amount field.

e If you have turned on the option to allow markups, you'll see the markup
percentage field. If this is not an option you've turned on, feel free to add in a
markup percentage.

4. The Customer field is important because it lets you tell QuickBooks who you spent
the money for, and it is billable, who we are going to create an invoice to charge.

(*} Expense Prakearour £ @ Help X

Payee Payment seeount

$200.00

Payment date Payment method Ref no.

v Category details

& CATEGORY DESCRIFTION AMOUNT  BILLABLE MARKUP %  TAX  CUSTOMER

o 1 Blaitcand S -  |Plantsand S v

5. Select Save and Close.
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View Billable Cost Affects on Profit and Loss
1. Select Reports > Profit and Loss
2. Locate the expense account entered on your previously entered expense

transaction.

TOTAL
Inventary Shrinkage 1,000.00

~ Job Materials
Plants and Sail 200470
Total Job Materials 200.00
Materials 61,688.79
Total Cost of Goods Sold $339,676.15

3. Selecting the number opens a transaction report to see the affect of your
transaction on your report.

Buildem, Inc.

TRANSACTION REPORT
January 1. A

August 12, 202

DATE TRANSACTION TYPE NUM NAME MEMO/DESCRIPTION ACCOUNT SPLIT AMOUNT

nd Sof Job Materials:Plants and Sc Checking 200.00

Total for Plants and Soil * 5200.00
Total for Job Materials 5200.00
5$200.00

TOTAL

Invoice a Customer for a Billable Cost

1. Select New + > Invoice
2. Enter the customers name associated with the expense and you'll see a drawer
appear on the right-hand side of the screen containing the billable expense.

Cimsmer Cuttounar erned Duiis peynens et BALANCE DUE > Add talnveica
C s @0 ==, [ [~
$0.00 Fite
Al date b4
Biling addrass Terms nveice date Bue date
Add all
Billabis sxpanse
&  PRODUCT/SERVICE DESCRIPTION ary RATE AMOUNT  TAX ’2'?0'00
Add
Ak linee Cleat all finse Add subtatal Subtotal 50.00
Message on invoice Taxable subectal $0.00
v B.25%
Total $0.00

3. Select Add to add the expense on the invoice.
4. You will see a description and an amount which came from your previously

entered expense, but no product or service.
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Cuttzmar Cutomer amail

" :m_ .: - == $240000

Billing adavess Tewra Invsice dats

& PRODUCT/SERVICE DESCRIPTION ary RATE AMOUNT  TAX

Add linea Cleor all lines Add sobsans Subtotal 5240.00
Metisge an raice Taxable subtets! 50.00

* B.25%

Note: Many people worry about the markup being here. But don't worry,
QuickBooks doesn't show the markup to customers. QuickBooks simply adds the
markup to the billable expense line so your customer won't see the markup.

5. Select Save and Close
6. You will see the invoice has been created on the Invoices page, under the Billable
Customers name.

A/R and Invoice Troubleshooting

Sales are very important. In fact, they're so important it's pretty much impossible to
have a business without them. Because of that, recording your sales correctly is one
of the most important parts of bookkeeping. Unfortunately, mistakes can happen,
even in QuickBooks.

e A common mistake related to recording sales is using the Banking tab
incorrectly. Before using the banking tab, income should still be entered
manually using the New button. Skipping this step means you skip telling
QuickBooks about the products and services or inventory you've sold.

e Invoices being paid off are also not connected to the payment without first
entering in your deposits. Best practices, manually record the transaction, then
match the Bank Deposit in the online banking tab.

e If you did not follow the previous steps, there is no way to track your sales,
except as income on your Profit and Loss Statement if you Added the transaction
in the online banking center.

e If yourinvoices have payments or deposits that are not correctly connected, your
Accounts Receivable balance could be incorrect, or show a $0 balance on
reports.
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Apply Invoice Payment from Deposit

If you have income from a deposit, but no connecting Invoice to provide sale details
such as what you sold, and how much, you'll want to create an invoice and link it to
the deposit to track that information.

Note: This is a common error when deposits are Added in the online banking center,
rather than matched.

1. Select New+ > Invoice
' Invoice BRsens 8 Gtk X

BALANCE DU

$75.00

& PRODUCT/SERVICE DESCRIFTION ary RATE AMOUNT  TAX

Clanr all lines Add sentetal Subtotal $75.00
Metiage on mvoie Tanabls subzotal $0.00

v B.25%

2. Enter the Customer that was used on the Deposit
3. Enterthe product or service, and the amount from the sale.
4. Select Save and Close.

Review the Profit and Loss

On your Profit and Loss, the income will be duplicated at this point. This is a common
occurrence when deposits or sales are directly Added through online banking.
T i ties (ED =5 B

Buildem, Inc.

PROFIT AND LOSS

August 12, 2020

TOTAL

Total Income 51,000.00
3 FIT 51,000.00

Total Expenses

51,000.00
51,000.00
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Update Deposit

1. Select Accounting> View Register beside the associated bank Account> Search

for the amount of the deposit / sale amount.
2. Select the transaction to open it.

Y-

DATE * REF NO. PAYEE MEMO

ACCOUNT

PAYMENT

DEPOSIT o BALANCE

S

3. In the Categories field, select Accounts Receivable> Select Save.
e This deposit no longer counts as additional income, but looks like a payment

from your customer.

() Bank Deposit

Aeesunt Date

Balance 558,454.85

v Add funds ta this deposit

& RECEIVED FROM ACCOUNT DESCRIPTION PAYMENT METHOD REF NO.

o |Track returns for costomens Accumulated Depraciatior

Memo Accourting 3 Cash back goes to

Cash back mema

@ X
$500.00

AMOUNT BILLABLE MARKUP % TAX

§500.00

Other funds tetal

Cash back amount

Sales by Customer Detail Report

4. Run your sales by customer detail report to be sure that your invoice now links to

the sale, and tracks your products and services.

5. Select Reports > Sales by Customer Detail. There is one final step to complete the

process.

Buildem, Inc. ¢'

SALES BY CUSTOMER DETAIL

DATE TRANSACTION TYPE NUM PRODUCT/SERVICE MEMO/DESCRIFTION

Total for Aaron's Phetography Studie
TOTAL

ary

SALES PRICE AMOUNT BALANCE

5500.00
5500.00

6. Select Sales > Customer Tab. Notice the invoice and the deposit are both still
open, because they are not yet connected, even though your Accounts Receivable

might be showing a $0 balance for the customer.
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Apply Invoice Payment from Payment

Buildem, Inc.

A/R AGING DETAIL
As of August 12, 2020

DATE TRANSACTION TYPE NUM CUSTOMER DUE DATE AMOUNT

Total for Current
TOTAL

~

Select New+ > Receive Payment

0 ©

Enter Customer Name and any open transactions will appear.
Select the Invoice that the payment is to be applied to. After doing so,

OPEN BALANCE

50.00
50.00 -

QuickBooks will enter in a $0 balance in the Amount Received box. QuickBooks

realizes that there is no new money going into your account.
10.Select Save and Close.

11.Return to the Customer window to see that the deposit and the invoice are now

linked, and the invoice is closed out.

(“} Receive Payment

ot mashad Retyrence oo, Depositto

Outstanding Transactions

Filtar >

DESCRIFTION DUE DATE ORIGINAL AMOUNT OPEN BALANCE

Credits

Filter >

DESCRIFTION DRIGINAL AMOUNT OPEN BALANCE

PAYMENT

PAYMENT
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Undeposited Funds Problems

One of the most difficult processes to learn in QuickBooks is using Undeposited
Funds. There are no instructions in QuickBooks, no flow charts, nothing that would
indicate you need to use this process, but it's very important. Undeposited Funds lets
you group together multiple payments into one Bank Deposit.

e If you did not know to use Undeposited funds when you started, there is no need
to go back and fix it. You will learn how to create sales transactions now and go
back and add them back into old Deposits.

e You'll also learn how to adjust old sales transactions to use Undeposited funds
and then use them in your deposits correctly.

Apply Payments to Existing Deposit

If you have ever looked at your bank account balance in QuickBooks are noticed a
significant discrepancy, or perhaps you've found that you have a large sum of money
in your Undeposited Funds account and aren't sure how it got there... these are red
flags that Undeposited Funds has not been used correctly in your account.

Buildem, Inc.

BALANCE SHEET
As of August 13, 2020

TOTAL

~ ASSETS

~ Current Assets

~ Bank Accounts

Checking 110,000.00
Total Bank Accounts $110,000.00

« Other Current Assets
Undeposited Funds 10,000.00
Total Other Current Assets $10,000.00
Total Current Assets $120,000.00
TOTAL ASSETS $120,000.00

- LIABILITIES AND EQUITY

Total Liabilities

Scenario: There is a large sum of money in the bank (e.g. $110,000) and money in
Undeposited Funds (e.g. $10,000).

To investigate ...

1. Select Reports > Balance Sheet

2. Select the total of your bank account (e.g. Checking) that includes the
discrepancy. This will open a transaction report for you to get more detail about
what is making up that incorrect total.
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Buildem, Inc.

TRANSACTION REPORT

DATE TRANSACTION TYPE NUM MNAME MEMO/DESCRIFTION ACCOUNT SPLIT AMOUNT BALA

Total for Undeposited Funds 51 U.OC‘U.CP
TOTAL £10,000.00

In this example, let's assume you have a large deposit transaction that was made in
the bank account, perhaps through Adding the transaction in Online Banking.

3.

Select the back button to return to the Balance Sheet > select Undeposited Funds
to see payments from customers that are currently in this account.

(% Bank Deposit @ nee X

Select the payments included in this deposit

RECEIVED FROM » DATE TYPE PAYMENT METHOD MEMO REF NO. AMOUNT

Select all Cloar all Tetal

Selected Payments Total

Note: These funds can show up when you use Undeposited Funds, without finishing

the process with a Bank Deposit transaction. When using the Online Banking center,
there will be no matching Bank Deposit transaction, so the funds actually deposited,
and recorded in the Received Payments window will be duplicated.

This problem can be fixed by reopening the deposit and using the Undeposited
Funds instead of the information from your bank.

1.

2
3.
4.
5. The proper way to make the deposit is to use funds from the Undeposited Funds.

Select Accounting > Chart of Accounts

Locate your bank account > select View Register

Select the Filter button > enter the amount of the deposit in question.
Click on the deposit, then select Edit.

Note: Never use the Add Funds section to record income. This area should only be
used to record refunds, loans. Or adjustments to a deposit for accounts such as
Merchant Service Fees.
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_ Forraview (1) Categorized Excluded )
-

a All dates s I Al transact v
DATE a DESCRIPTION PAYEE
D1/10/2020 Check

CATEGORY OR MATCH

Miscella

SPENT

naous

Take a tour

RECEIVED

Go to bank register

G &a®

ACTION

The goal is to move the funds which we duplicate added in the banking center, and
make this transaction reflect the real-world sales and bank records.
Select the transactions that represent the undeposited funds payments (that we

duplicate added), then select the trash can icon to remove or delete them.

Select Save and Close.

Revisit your Balance Sheet

6. Select Report > Balance Sheet

7. Locate your bank account balance, to notice that the amount hasn't changed.
8. Locate your Undeposited Funds account to notice that it has lowered by the
amount you've removed from that account (the duplicate funds).

Buildem, Inc.

BALANCE SHEET
As of August 13, 2020

TOTAL

~ ASSETS
~ Current Assets

~ Bank Accounts

Checking 110,000.00
Total Bank Accounts $110,000.00
~ Other Current Assets
I Undeposited Funds 0.00
Total Other Current Assets $50.00
Total Current Assets $110,000.00
TOTAL ASSETS $110,000.00
~ LIABILITIES AND EQUITY
Total Liabilities
~ Equity
Opening Balance Equity 100,000.00
Retained Earnings
Net Income 10,000.00
Total Equity $110,000.00
TOTAL LIABILITIES AND EQUITY $110,000.00
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Group Multiple Payments into Deposit

It is not common knowledge that Undeposited Funds should be used in QuickBooks.
Without this knowledge, when the bank account is chosen in your Deposit to field on
a Received Payment transaction, deposits, depending on the real world situation, will
never match your bank’s bookkeeping.

e If you group individual deposits together to make a lump sum deposit at the end
of a time period (e.g. daily, weekly, monthly).
Scenario: You have recorded multiple payment transactions for two customers. On
your Received Payment transactions, you've used Checking as the Deposit To
account.
o If this has been added in your Online Banking center, the funds will be
duplicated in your income account.

In order to get multiple payments to match to a single deposit ...
1. Select Banking (or Transaction) > Banking

2. Select the Transaction in the Review tab

3. Instead of Adding, select Match

@ Ll - u ®
L; c @ cT1.gbointuit.com/ap/advancedmatchtid=4:0fx e £y Gues i
Match transactions @ X
Check
: $868.15

Show Search From To

- A\ 10/12/2019 01/20/2020

Select transaction to match R

DATE TYPE REF NUMBER PAYEE TRANSACTION AMOUNT OPEN BALANCE PAYMENT

4. QuickBooks opens another window where the multiple transactions can be
located and matched to the single deposit.
5. After all transactions included in this deposited have been selected, select Save.
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Introduction
From time to time you will have to handle tricky or somewhat atypical sales
transactions, this chapter will provide you steps on how to deal with some of those
situations.
e How to handle customer prepayments, recording them as liabilities and
applying them to a final invoice.
e Writing off customer missed payments as bad debit.
e Dealing with customer over and under payments.
e How to transfer credits from one customer to customer, or customer to vendor
with journal entries.
e How to record a single sales transaction for an entire day’s sales, this is beneficial
for retail locations.
e Learn how to deal with bounced check from a customer.

Prepayments from Customers

The first step is to be sure that you've set up all of the right accounts and items in your
QuickBooks account. Next, you will need to create a liability account to track how
much money customers have given you in deposits.

1. Select Accounting > Chart of Accounts > New +
Note: When you accept a Deposit from a customer you are holding that money for
them until you invoice them. When they first give you the money it's considered a
liability, and it doesn't actually become income until later. For that reason, you will
need an Other Current Liability account.

Account

Account Type *Name

* Dotail Typa Description

Iz Other current liabilities 1o track

Whan do you want to start tracking your
finances from this account in QuickBooks?
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~

For Detail Type, select Other Current Liabilities, and name the account Customer
Deposits.

Create a service on your products and services list to charge for the Deposit
Select Sales > Products and Services > New+

Create a Service type item with the name Deposit.

Product/Service information

Service Change type

Name*

Customer Deposit

SKU

S

Is sub-product/service

Description

« || sell this product/service to my customers.

Sales price/rate Income account

Customer Deposits s 2

Sales tax category @

Nontaxable v

Birrharins infavnastinm

~ SHOW MORE

Leave the rate field blank

Assign the Customer Deposits liability account as the Income Account.

Leave the checkbox for taxable unchecked. Deposits you accept from customers
themself are not taxable, only the products or services you invoice them for later
are taxable.
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Record a Customer Prepayment

The way you record your customer payment depends on whether or not an invoice is
sent to the customer.

Option 1: Invoice is sent to customer for the deposit.

1. New +> Invoice

2. Enter Customer, payment due date, and the net terms.

3. Enter the Deposit service item created earlier, in the Product/Service

4. Enter the amount of the deposit and anything else you want to include on the

Involice.
@ ok x  + - o0 X
L o] @ O cuent i
~ . : fracy et
(“r Invoice S rokeatonr 3 @ Hep X
= Online paym "
Customer Customer email BALANCE DUE
Ca e -—= | [~
$10,000.00
Billing sddrees Tarme (7 Invaice date Due date
¢ PRODUCT/SERVICE ( DESCRIPTION ary RATE AMOUNT  TAX
Add lines Clear all lines Add subtotal Subtotal $10,000.00

Message an inveice Taxable subtetal $0.00

Total $10,000.00

Balance due $10,000.00

&

Preview the email and make any changes.

Select Send and Close.

7. To view the impact of the invoice on the customer window. Select Sales > Select
Customers. Locate the customer to view the transaction list.

o
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This invoice impacts a customer’s balance just like any other invoice you can monitor
that from the Customer’s List as well as any Accounts Receivable reports.
8. Select New+> Receive Payment

@ Recerw Paymen ® o+ = u } X
& C @& cigbointuiteom/apn/recypayment Q@ O o i
(% Receive Payment @ Hee X
AMOUNT RECEIVED
Customer

= P by cica vo Get paid 2 times faster Accopt paymonts online $1 0'000.00

Cradit card visa [ o =

Payment date

Payment method Reference no. Depositto Amount received

Outstanding Transactions

Filter >

o DESCRIPTION LAMOUNT OPEN BALANCE PAYMENT

Undeposited Funds Tt Assal
it oo & Amaunt to Apply 81

9. Enter the Customer Name and you'll see any outstanding invoices that are on the
customer’s account.

10.Enter payment details, where they paid you and where you deposited the
payment. Use Undeposited Funds if necessary to group payments.

11.Select Save and Close.
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Option 2: If there is no need for an invoice and the customer just knows how much to

pay right away, the steps are much simpler.

1. Select New+> Sales Receipt

2. Enter the customer details so you're able to track the deposit and how it's used
later.

O i recest x -+ 1

& c7igbomheten

(%} Sales Receipt @ el X

Payment method fekerense na. Depeatts

*  PRODUCT/SIRVICE DESCRIPTION ary RATE AMOUNT  TAK

Subtotal 50.00

Pt —— Tunsila sonats) $0.00

3. Enter the date when the deposit was given, payment information and the location
where the funds were deposited.

4. Choose the Deposit service in the Product/Services drop-down.

5. Enter the amount of the deposit, then select Save and Close.

6. Using the sales receipt method skips the Accounts Receivable account so the

customer never carries a balance on the Customers List.

Select Accounting> Chart of Accounts

Notice the amount of current deposits being held in the Customer Deposit

account balance.

® N
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3
Be i

@Que Q O & ©
TOTAL i
Total Property and Buldings 327,940.38

Totol Tixed Assets 533374038
TOTAL ASSETS £720,174.63

Total Acsounts Payable 519,158.75

Total Credit Cords. 51.148.50

Total Payroll Liabilties 73379

Apply a Customer Prepayment

Your customer has finally paid you, so it's time to send a final invoice and move the
deposit from a liability to income.

One option is to create an invoice, if they pay you later, your second option, if they
pay you right away, is to use a sales receipt. In this example we will use an invoice.
New+> Invoice

Enter customer details.

Enter the date the invoice was issued.

Line 1: In the Product/ Service enter the details.

In the Amount field, enter the full amount being charged.

Line 2: Enter the Deposit Service you created earlier.

In the Amount field, enter the amount of the deposit you have received as a
negative amount.

Nouobkhwd =

Dallas Hardware and Tools 214-555-4747 $14,091.17 Receive payment ¥
Daposit Customer 1 $10,000.00 Receive payment v

Diego Rodriguez (449) 754-94654 $0.00 Create invoice

Note: If using a Sales Receipt, you'll use the same process mentioned above.
Once you finish the transaction entry, select Print and Preview, to view the invoice /
sales receipt details as the customer will see the transaction.
e Select Save and Print to print the transaction.
e Select Save and Send to send the transaction via email.
¢ Select Send and Done to send the transaction over.
To view the impact of the transaction on the Customers account...

8. Select Sales or Invoicing > Customer and select the associated customer.
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9. You'll see the customer only owe the remainder of the invoice because of that
deposit already made on the account.

Tracking Income on Reports

1. Select Report > Profit and Loss

2. Locate the associated income account (e.g. Services income) to see the current
balance.

v =D 28 B ®

Buildem, Inc.

PROFIT AND LOSS

ust 12, 2020

TOTAL

Total Income 5&.500-00
AROSS PROFIT 550,500.00

3. Click on the balance in order to see the individual transactions making up the total
balance. Notice that the full amount is added on the account, even though they're
only being charged a portion of that total.

Check the Liability Account updates.
1. Select Accounting> Chart of Accounts
2. Locate the Customer Deposit account, the balance will either be zero (if you're
lucky) or have a balance if you're using this with multiple customer who are
carrying a deposit balance.
R PO View register v
Customer Deposits Cnther Current Liabilities Onther Current Liahilities T View register

View register v
View register v

View register

Reconcile Customer Prepayment

What if you have a lot of customers with deposits and they've all got different
balances? The best way to track this is with a support schedule. The first step to build
a support schedule is to reconcile the liabilities account you use to track customer
Deposits.

1. Select Gear icon > Select Reconcile

2. Select the dropdown arrow and choose Customer Deposits

3. The Ending balance for the reconciliation is zero

4. Statement ending date is today’'s date.
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Reconcile

Reconcile an account

Baginning balance | Ending balance * Ending date *

Date Finance charge Expenss accoun t

. The reconciliation lists each customer Deposit, and if the deposit has been used

you'll also see the sales transaction that used it. To build a support schedule you
select the pairs of customer Deposits and their associated invoices. Select both,
since QuickBooks lists both the deposit and the invoice that used it.

If you see a Deposit by itself, without any associated invoice, do not select it.

Reconcile Customer Deposits mp
$0.00 . $0.00
$0.00 + $5,000.00 » $5,000.00 =
( e All :.
DATE & TYPE REF NO. ACCOUNT PAYEE MEMO CHARGE (USD) PAYMENT (USD)

. This reconciliation should always have a zero ending balance and different. If you

see anything other than a zero that means you have selected an extra invoice or
deposit.

Track Customer Prepayments
Now that you've reconciled the liability account it's time to build the support

schedule.

1. Select Accounting > Chart of Accounts

2. Locate the Customer Deposits liability account

3. Inthe Actions column on the right side of the screen, select the dropdown arrow

> Select Run Reports
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Note: Here you see all of the transactions that have affected this account, you can see
all of the Deposits and the invoices that used those Deposits. Clean this report up by
using the Group By feature.

4. Select Group By drop-down > Select Customer

= Buildem Inc. B MmyEpen: PrHle Q O B O

2 &8 &r&

Buildem, Inc.

ACCOUNT QUICKREPORT
Sinco May 15, 2020

o LTIONTYPE NuM NAME ACCOUNT CIR AMOUNT BALANCE

5. Select Run Report
Now the report groups all of the Deposits and their invoices, if there are any,
together, and even gives you a balance for each customer.

Used Deposits Report

The downside is that over time this report will get very long. You may want to break it
up so that you only see the open Deposits or the used Deposits.

1. Search for Deposit Detail report

2. Select Customize > Filters> Select the Cleared Filter.

shows the used Deposits and their associated invoices.

Note: This report only shows the Deposits and invoices since 90 days ago. To run a
report that goes back further than that you can click the drop-down arrow here and
change the date range.

Save this Report
4. Click this reports name and rename it Used Deposits.
5. Select Save customization, enter an appropriate report name > Click Save.
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= Buildem, Inc B myepes @Hlp Q L B3 O

Custom repart name

Run report |

Rows/columns

Add this reportto a graup

Share with

Buildem, Inc.

USED DEPOSITS Save

Unused Deposits Report

1.
2.

3.

4.
5.

Search for Deposit Detail report

Select Customize > Filters> Select the Uncleared Filter> Run Report. This report now only
shows the unused Deposits and their deposit balances.

When running this report it's usually a good idea to run it for All Dates. That way
QuickBooks shows you all open Deposits regardless of when you received them.
Click this reports name and rename it Open Deposits.

Select Save customization, enter an appropriate report name > Click Save.

Note: You can run either of these reports from the Reports tab from the My Custom
Reports tab.

| Custom reports I

NAME CREATED DATE RANGE EMAIL ACTION

Edit v

Edit ¥

Bad Debt: Intro

When customers don't pay what they owe, there is a method to move those
balances due out of your Accounts Receivable balance.

The customer’s open invoices can also result in you over-reporting your net
income to the government, which leads to taxes on money that you haven't even
collected. To correct this you have to write off a customer’s bad debts, but
remember to always check with your accountant before writing off bad debts.

Create a Bad Debt Expense Account

1.
2.

3.

Select Accounting > Chart of Accounts> New

For Account Type, select Expense. Detail Type is Bad Debts > QuickBooks will
name the account appropriately.

Select Save and Close.
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Account

Aceaunt Type *Name

* Detadl Typo Description

Uise Bad debt to treck debl you hive

Cancel Saveand Close =

Note: You also need to set up one, and possibly two, services to use on credit
memos.

4. Select Sales> Products and Services > New > Service

5. Forthe name, enter Service for Bad Debt.

Note: There are two types of Bad Debt services that can be set up. One writes off
bad debts that do not include sales tax, and the other writes off bad debts that do
include sales tax.

Nontaxable Bad Debt

1. Name the service item nontaxable bad debts.

2. Enter zero dollars for the Rate because the amount of money you'll right off from
invoice to invoice.

3. Link the service to the Bad Debt expense account

Product/Service infermation

4. Make sure this is selected as non-taxable.

If you charge sales tax on your sales, you'll also need to set up a service for taxable
bad debts.
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Taxable Bad Debt

1. Name the service item nontaxable bad debts.
2. Enter zero dollars for the Rate because the amount of money you'll right off from

invoice to invoice.

3. Link the service to the Bad Debt expense account.

Preduct/Service information

SKU

Description

Sales price/rate Income account

Sales tax categery &

W

4. Make sure this is checked as taxable.

Write off Bad Debt without Sales Tax

1. Select Sales > Customers

2. Locate the customer that is not going to pay you.

3. Select the customer, then select the invoice they will not be paying. If the invoice
does not include taxable products you will need to use a non-taxable bad debt

service. Return to the customer window to create a new transaction.

4. Select Credit Memo from the dropdown on the right-hand side of the Customer

window.

oo

Enter the customer name.
In the Product / Service area, select Nontaxable Bad Debt.

7. Enter the Amount> select Save and Close.
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P creari x | + = 1)

& coqbaintuit.com/apy

(%) Credit Memo #1006 @ e X

Customer Ermail AMOUNT TO BEFUND

$1,000.00

Billing sddress Credit Memo Date Credit Mema na.

#  PRODUCT/SERVICE DESCRIFTION ary RATE AMOUNT TAX

Add lires Clear all lines Subtotal $1,000.00

g i s i Tazabla sabtstal $0.00

Based on location | Save ard

Notice the customer balance has now decreased by the amount entered on your
invoice. Once the credit memo was created, QuickBooks applied it to the open
invoice through a zero dollar payment transaction. Note: Your settings might be
different so you might need to record this zero dollar payment yourself.

Run the Profit and Loss

1. Reports > Profit and Loss

2. Notice that you can still see the original income, but the Expenses has changed

3. Notice the Bad Debt expense account, it will now contain the balance you wrote
off. The income shows up in the income account, but the credit memo subtracts it
and the uncollectible invoice is no longer counted towards your net income or
profit.

Write off Bad Debt with Sales Tax
With regards to invoices that include sales tax, QuickBooks online considers to
original amount, minus the sales tax as income. The remaining amount on the invoice
is considered a liability that is owed to the state. The key to writing off this invoice is a
decrease to your net income by the amount of the sale, and a decrease to the amount
of sales tax payable that you owe to the state.

1. Select Taxes from the navigation bar.

e Here you see the Amount owed for sales tax right now. If everything is
performed properly, this amount will decrease because the sale that includes
the sales tax is undone.
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$165.00

Ovsrdus

Texas
Toas
Teauu.
Texas

Texas

v PRefresh

sS0.00

$165.00

£0.00

£0.00

$0.00

Wiew retum

View return

View return

View retum

View returm

Tell us where you collect

tax

Update products and

services

Double-check client

addresses

Run sales tax reports

Look at past retumns

2. New+> Credit Memo
3. Enter the customer details.

4. Inthe Product/Services area, enter Taxable Bad Debt.
e Be sure the sales tax used on the credit memo is the same sales tax that was

used on the original invoice. QuickBooks calculates the exact same total amount

of the credit memo as it did for the invoice.

5. Select Save and Close.
@ Credt emo % €D budem. Inc - Cuckioks Ot %

€ C & Sgbokmtuilcom/eppyoecitmen

(% Credit Memo #1008

#  PRODUCT/SERVICE

Canesl Clear

6. Return to the Customers tab to notice the customer balance has lowe

about you have written off.

+

DESCRIPTION

;| B

Based on location

AMOUMT  TAX

Subtotal

de wt-tensl $2,000.00

Total

Total Credit

o

*

@ e X

$2,000.00

£$145.00
$2,145.00

$2,165.00

Save and Yo v

red by the
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Run the Profit and Loss

1. Reports > Profit and Loss

2. Notice that you can still see the original income, but the Expense has changed.
The Bad Debt expense account now contains the balance you wrote off. The
income shows up in the income account, but the credit memo subtracts it and the
uncollectible invoice is no longer counted towards your net income or profit.

tw iites (D B a8 s

Buildem, Inc.

PROFIT AND LOSS

Total Income $3,000.00

53,000.00

Total Expenses $3,000.00
—————— £0.00

Customer Prepayments

It is possible for a customer to pay too much or too little. Either of these can cause
problems with their balance. In the next few topics you'll learn how to deal with slight
differences in customer balances.

Scenario: You have two customers that pay you amounts other than what they owe
you.

e One pays you more that they owe.
e The other pays you less than they owe.
Before you can handle these situations, you need to set up an account to track these
small issues.
1. Select Chart of Accounts> New. You should use the same account for both
customer over and under payments.
2. Create an Other Income type account > Detail Type should be Other
Miscellaneous Income.
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Account

Account Type *Name
e . - C ' Oxver {ar P 1
Uther Income S 2 Lustomer Uver/Under Fraymer ‘4
*Detail Type Description
Other Miscellaneous Income v

Use Other miscellaneous income to track
income that isn't from normal business
operations, and doesn't fall into another
Other Income type.

Is sub-account

e It's also important to set up a product or service that uses this miscellaneous
income account.

3. Select Sales > Product and Services.
4. Select New> Service> name the service Customer Over/Under Payments.

Product/Service infermation

Name*

SKU

Dascription

Sales price/rate Income account

stomer Over/Under Payments -

Sales tax category @

Nontaxable v

5. In the Sales Description field, enter, "Use this service to write off small customer
balances.”

6. The amount you write off from one instance to another varies, so enter a rate of
zero dollars.

7. The Income Account should be the same miscellaneous income account you
created earlier. Also, be sure to mark the service as non-taxable.
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Now that you've put together the tools for solving small problems in Accounts
Receivable, you're ready to learn how to use them.

Customer Underpayment

8. Select Received Payment

9. Enter Customer details

10.Select the invoice related to the payment by selecting the checkbox to the left.

11.QuickBooks assumes the customer is paying the full amount, so enter the amount
the customer actually paid.

© Fecone Py = R o

(' Receive Payment @ Hee X

Camtomer

Outstanding Transactions

Filter »

7 DESCRIPTION DUE DATE CRIGINA L AMGUNT CPEH RALANCE BAYMENT

1. Enter the payment method and the account where the funds will be deposited.
2. Select Save and Close.
3.  From the navigation bar, select Sales > Customer
When reviewing the customer balance lowered by that partial payment, but they still
owe on that invoice.

e If you expect the customer to pay you the remaining amount you do not need to
do anything else at this time. Later, once you receive the payment, create a
receive payment transaction and enter the remainder of their payment.
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If your customer does not pay you the remainder, you'll need to use a credit memo to
write off the balance.

1. Select New+ > Credit Memo
2. Enter the Customer details
3. In the Product/Service field, enter the Customer Over/Under Payments item
4. In the Amount field, enter the dollar amount you're writing off.
5. Select Save and Close
(%) Credit M;rno #1010 @ Heie X
$1.00

| PRODUCT/SERVICE DESCRIPTION ary RATE AMOUNT  TAX

Subtotal $1.00

e The credit memo and the received invoice zero out the balance for the invoice in
the customer transaction list.

e QuickBooks automatically applied the credit memo to the open invoice. This will
happen as long as you have the setting turned on to automatically apply credits.

Auto Apply Credits Setting

1. Select Gear > Account and Settings

2. Advanced Settings

3. Toggle on the Automatically Apply Credits setting.

Account and Settings

@ nep X

Categories Track clacses Off

Automation

Note: If you company is not set to automatically apply credits, you'll need to apply the
credit with another payment.
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Run the Profit and Loss

1. Reports > Profit and Loss

Select income, to see the transactions that make up the income total. On the
transaction list, notice that you can still see the original income, while the amount you
wrote off is listed as a negative amount of income.

Customer Overpayment

If a customer overpays an invoice, this can create trouble for the Accounts Receivable

balance.

1. Select New+> Receive Payment.

2. Enter Customer details from the dropdown.

3. Enter Customer payment type.

4. Enter the account where the funds are being deposited.

5. Select the checkbox next to the invoice associated with this overpayment.

6. Inthe amount field, enter the full amount of the payment received from the
customer.

(%} Receive Payment @ e X

Payment method metereace na Deposinis Ameunt recebed

Outstanding Transactions

Filter >

5 DESCRIFTION DUE DATE ORIGINAL AMOUNT OFFN BALANCE PAYMENT

o

Ameunt o Credit

7. QuickBooks tells you that this customer has a credit on the account. This is
accurate, so select Save and Close.
o If this customer purchases something from you in the future, the credit can be
applied to a future sales transaction.
e If you wantto refund the money to your customer, you'll need to create a Refund
transaction.
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Creating Customer Refund

1. Select New+ > Expense or Check (depend on how you want to refund the

money).

e If a physical check is used to refund the money, use the check transaction. If the
funds were returned in any other way, provide an expense transaction.

In this example, we're going to write a check. Enter Customer details.

In the Category Details section, enter Accounts Receivable.
In the description field, enter “Refund of overpayment.”

2.

3. Enter the check number, and transaction date.

4.

5.

6. Inthe amount field, enter the amount of Overpayment.
() Check #1

5 CATEGORY

DESCRIFTION

Print Lntar

et na.

AMOUNT

Total 51.00

7. Select Save and Close.

Note: This transaction brings the balance up, but the refund still needs to be applied

to the payment.

8. Select the Customers name from the customer list.
9. Select the Payment transaction with a partial status, select Receive Payment.

Olivia Aguirre & ¢

( Batch actions ) ( Filter = )

DATE = TYPE NO. MEMO

DUE DATE

$0.00

I $1.00

BALANCE TOTAL STATUS ACTION

2 o8
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10. Selectthe box next to the check/expense created in the last step.
11. Select Save and Close.
12. This will close out the transaction.

Run the Profit and Loss

13. Select Reports > Profit and Loss.

14. The income account now includes the income from the invoice, minus the
overpayment.

Transfer Customer Credit to Vendor

If you have customers who are also vendors you may run into a situation where the

customer slash vendor wants their balances to cancel each other out. This is not

something QuickBooks is set up to do directly but it can be done with a Journal

Entry.

1. Select New+ > Journal Entry

2. Line 1 of the Journal Entry is Accounts Payable. Enter the vendors balance that is
being written off, in the Debit field.

3. In the description field, enter “A/P used to offset A/R.”

4. Line 2 of the Journal Entry is Accounts Receivable. QuickBooks automatically

enters the Credit side of the journal entry.
(% Journal Entry #7 B @Hee X

" ACCOUNT DEBITS CREDITS  DESCRIFTION NAME

5. Be sure to enter their name as it appears on the Customers List.

6. Then, Save and Close.

Note: This updates both the vendor and customers records, but you still need to

clean up the transactions.

7. Select New+ > Receive Payment

8. Enter the Customer details. QuickBooks shows the open invoice and the journal
entry that you just entered. Be sure both transactions are selected and also make
sure that the Amount Received is zero dollars.
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(' Receive Payment @ rele X

Bayrment data

Outstanding Transactions

Filtar >

DESCRIFTION DUE DATE ORIGINAL AMOUNT OPEN BALANCE PAYMENT

Credits

DESCRIPTION ORIGINAL AMOUNT OPEN BALANCE PAYMENT

ol

Then Save and Close. This step ensures that your Accounts Receivable reports
won't show that invoice or journal entry anymore. The credit towards the bill is
assigned later when you pay the bill.

Daily Sales: Intro

Many retailers have difficulty seeing how QuickBooks works with their industry.

If you run a retail store, or a restaurant (for example) and want to enter in your daily
sales summary created by your point of sale, or POS system, here is a workaround to
record those transactions. We suggest that once you get a good idea of how your
daily Sales Receipt will look, you should make a Recurring Transaction for it to save
time and data entry.

You learn about the individual items that you need to enter sales.

How to enter a sales receipt that matches your bank deposit for the day.

and how to deal with merchant service systems that make multiple deposits per
day, or separates deposits by the type of payments a customer used.

In some cases, you can avoid most of these steps if you have a POS system that
links directly to QuickBooks.
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Products and Services

The first steps is to create a Product / Service named Taxable Sales.

6. Select Sales > Products and Services

7. The sales vary each day so the amount is zero.

8. The item is taxable. QuickBooks calculates sales tax on the item when you use it
on the daily sales summary.

SKU @

Category @

Description
| 1 zell this product/service to my customears

Sales price/rate Income account

Sales tax catagory @

Taxable - star W

Purchasing information

L]

9. The income account is associated with your daily sales.
10. Close the window.

Page 108 Mastering QuickBooks Level 2



Create The Sales Receipt
1. Select New+ > Sales Receipt.
2. Enter the line item for your daily taxable sales.
3. Select the Taxable Sales account in the Product / Service field.
4. Enter the amount for the taxable sales for the day.
5. QuickBooks calculates the sales tax for you.
6. Nontaxable sales is the next item to enter.
7. Select the Nontaxable Sales account in the Product / Service field.
8. Enter the amount for the nontaxable sales for the day.
Note: Two points before continuing.
e Be sure that your taxable sales and nontaxable sales match the information or
department codes reported on your “Z tape.”
e There will be differences from time to time when your daily sales listed here are

not equal to what funds are deposited into the bank.
(' Sales Receipt #1012 @ rete X

Payment methed Hederenee na. Depoakta

#  PRODUCT/SERVICE DESCRIPTION amy RATE AMOUNT  TAX

Aede fines Clear 3 lines Subtotal $1,450.00

Mesiage displayed on ssles iees pt Taxable subtatal 51,000.00

$82.50
See the math

Based on location w

Tatal $1,082.50
Message cheplayed on statement
Amount received §1,082.50

Balance due 50.00

The total sales usually don’t match the amount of the bank deposit. There are a few
reasons that could cause a discrepancy.

e Paid Outs

e Credit Card Payments Received

e Over/Short payments

Paid Outs

The first item to consider is Paid Outs. That's when you pay for goods or services with

cash from the register.

1. If there is not one already, be sure that you have set up a product on your named
Paid Outs.

2. Enter Paid Outs as the name, and the description is Paid out of the register for the

day.

The amount is Zero because it changes each day.

4. The account is Miscellaneous. When used on a sales form, the dollars flow to the
Miscellaneous Expense account.

w
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Note: It's not always appropriate to use the Miscellaneous expense account. If
necessary, create individual items that point to different expense accounts.

Return to the Sales Receipt

Scenario: A receipt in the cash register shows you paid $37.50 to have the windows
cleaned today. You consider this a miscellaneous expense.

1. On the line of the Sales Receipt, select the dropdown arrow and select Paid Outs.
2. Paid Outs reduce the bank deposit, so enter the amount as a negative.

Credit Card Payments Received

Credit card payments are not included with your daily bank deposit. Create a
Product/Service with the name of your Credit Card(s) to use on your sales
transactions.

1. Select Sales > Product / Service
2. Create a new Service item with the name of your Credit Card.
3. The description is “Paid by (credit card name) credit cards.”

e If you're paid a few days after the sale takes place, keep the funds in
Undeposited Funds until you receive them in your bank.
e Create individual payment items for every merchant services processor that
deposits money into your bank separately.
4. Close the window.

Recording Credit Cards on your Sales Receipt
1. On the third line of your Sales Receipt, enter the Credit Card product/service
account from the drop-down.

2. Enter the amount of these credit card funds as a negative number, because you
have not received the funds yet. Press tab and QuickBooks will subtract the
amount from the deposit.

@ Procwt s Sevice X @ Sl e x  + o X

(“ Sales Receipt #1012 @ rep X

#  PRODUCT/SERVICE DESCRIPTION aTy RATE AMOUNT TAX

Acd fines Clear all fines Subtotal $600.14
Message displayed on sales reseipt Taxable subtesal $1,000.00

$82.50

s the wath

Bazed on location \.r

Total $682.64

Mzssage displayed on statement \

Amount received S682.64

Balance due $0.00
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Over/Short

The daily sales have been entered, and you are ready to record your bank deposit,
but there is a problem, you're short funds.

Over/Short Product / Service

Select Sales > Product / Service

Select New

Enter the Name as Over/Short

The description is Over/Short in register for the day.
The amount is zero, because it changes each day.

b wWwh =

SKU @

Category @

Description
| | sell this product/service to my customers

Sales price/rate Income account

Sales tax category ®

W

Purchasing information

e The accountis Over/Short. For retail businesses, we recommend you create a
separate expense account to track Overages and Shortages.

6. On your daily sales receipt, enter the Over/Short on the next line of your
Product/Service section. Enter the amount of funds you're either over/under. If a
negative number is entered, that amount represents the funds you're under for
the day.
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(-} Sales Receipt #1012

" PRODUCT/SERVICE DESCRIPTION ary RATE AMOUNT

uuuuuuu Clear all nee Subtotal

Tanable subtensl §1,000.00

Based on lozation ~

Tatal

$599.50

38250

$682.00

| Amount received

$682.00 |

Balance due

S0.00

e Remember...your QuickBooks records should match the records at the real
bank...EXACTLY.

e If you enter Daily Sales Summaries, this form could be especially long,
depending upon the number of items used. This for can be memorized into a
Recurring Template. Doing so would allow you to open the template, then
change the amounts.

e Inthe meantime, you still have to tell QuickBooks what to do with the money.

Deposits

Scenario: You make a single bank deposit on a daily basis.

1. Tofinish up your Sales Receipt select the appropriate bank account in the Deposit
to field.

2. Select Save and Close. Now you've saved your daily sales summary.
() Sales Receipt #1012

Cumtamer Email

Biting sddress Sales Heceipt date

#  PRODUCT/SERVICE

Undoposited Funds  Other Curront Actats

e When this deposit makes it into your bank account you'll see it's information in
the Banking Center.

e There you will be able to Match the Banks Deposit information to the information
you just created.

e If you accept credit cards, deposit those separately with a bank deposit
transaction.
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NSF/ Bounced Customer Payments

Record Payment Received for an Invoice

New+ > Received Payment

Enter Customer details

Select the invoice the customer is paying you for.

Enter the Check number and the deposit to account.
Select Save.

O WN =

(*} Receive Payment @ Hop X

e | STt et $1,000.00

Cradit card wisa B 2 ~=

Ameunt razarved

Qutstanding Transactions

Filter ¥

o DESCRIPTION DUE DATE ORIGINAL AMOUNT OPEN BALANCE PAYMENT

T4

A few days later, the check your customer gave you bounced.

e The bank removed the money from your Checking account.
e They've also assessed a fee to your account.
e To straighten this mess out you need to get the funds out of checking and then

enter any fees the bank charged you and decide if you want to pass those along
to your customer.

Create an Expense Transaction

1. Select New+> Expense

2. Enter the customer in the Payee dropdown.

3. Enter the bank account where the funds will come from.
4

In the date field, enter the date that the check bounced and you were made aware
of the problem by the bank.

5. Enter Accounts Receivable in the Account Details area.

(! Expense

!}

B @ e X

Supmen sreaunt

Tt $1,000.00

1 CATEGORY DESCRIFTION AMOUNT

(+] T
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6. Inthe description field, enter a note similar to “Record customer’s NSF check.”
7. Inthe amount field, enter the total that the bank removed from your account.

See the Results

1. Look at the Customer list, to see the update on the customers balance.

2. You'll see the customer owes you the funds once again.

3. Look at the Balance Sheet. The bank account lowers by the amount taken out of
your account because of the check, and Accounts Receivable increases by that
amount. The bank account lowers because the check bounced, and Accounts
Receivable went up because the customer owes you again.

Buildem, Inc.

BALANCE SHEET
As of August 13, 2020
TOTAL
Total Bank Accounts $100.00
== reivable (A/R 1,000.00
Total Accounts Receivable 51 ,OOD.O*
Total Current Assets 51,100.00
TOTAL ASSETS 51,100.00

One Last Step: Re-Open the Original Invoice
1. Select Sales > Customers
e The original invoice is closed, and the original payment that bounced is closed.

The expense is open which was just entered. It is best to fix this expense and
open the invoice once again.

2. Select the Payment transaction.

3. Currently, the payment closes the original invoice. Uncheck the box for the

original invoice, and check the box for the expense instead.

() Receive Payment #123 @ e X

Payment mathod Beherence ns. Depositts

Outstanding Transactions

Fittar »

DESCRIPTION DUE DATE RIGINAL AMOUNT OFEN BALANCE FAYMENT
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4. Select Save and Close > Yes on the pop-up box.
5. The original invoice is now open, and the expense is closed out.

Reinvoice Customer for Bounced Check

The sale, the payment, and then the money coming out of the bank account from a
customer’s bounced check have all been accounted for. However, any fees that the
bank charges for the bounced check and any fees being pass along to the customer
are yet to be accounted for.

1. Select Banking/Transaction > Banking or use an expense type transaction to
record the bank charges fee.

The Payee is the bank, because they are charging the fees for the NSF check fee.
The bank account is the Payment Account.

Enter the date the check bounced in the Date field.

For the Account Details, enter the a Bank Fees type expense account.

Enter a description for these fees: “NSF check fee assessed by bank for check
number __."

In the Amount field, enter the amount of the NSF check fee from the bank.
Select Save and Close.

coabrhw

© N

ol
@
X

(Y Expense

$0.00

DESCRIPTION AMOUNT

See the Results

9. Select Reports > Balance Sheet

10.0On the Balance Sheet you see the bank account balance is down due to the fees
assessed.

Charging Customer for the Bank Fees

1. Select Chart of Accounts

2. Select New > Set up a new account for the money you receive from the customers
NSF check fees.

3. The account type is Other Income.

4. The detail type is Other Miscellaneous Income.
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5. Name the account NSF Check Fee Income.
6. Select Save and Close.

Account

Account Type *Name

* Datail Type Deseription

Cancel Save and Close  w

NSF Check Fee Product / Service

To use the NSF Check Fee Income account, it is necessary to set up a product or
service as well.

1.

6.

Select Sales > Product / Service

2. Select Service as the type.
3.
4

For the Name enter NSF Check Fee.
In the Sales Information field, enter a description the customer will see later...

“This fee is for your NSF check number
5.

In the price field, enter the amount that customers will be charged for the NSF
Checks.

In the income account dropdown, enter the NSF Check Fee Income account.
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Product/Service information

Service Change type

MName*

MSF Check Fes

SKU @

Category @

Deascription

o | sell this product/service te my customers

Sales price/rate

Sales tax category @

Income account
B ek Foo Inf o .

+ Add nsf

NSF Check Fee Income  Other |

7. Make sure the taxable checkbox is unchecked.

8.

Passing the Fees on to your Customer

1.
2.
3.

5.

Select Save and Close.

Select New+> Invoice

Enter the name of the customer that bounced the check.

Issue the invoice on the same day the NSF check fee was paid.

4. The Product or Service is the NSF Check Fee Service. The description will be
entered automatically. Be sure to include the check number in the description.
The fee will be entered automatically as well.

() Invoice #1014

Custsmer [ Cumtarmes emad 1

Billieg sddress Tarma (7 vt dae.

& PRODUCT/SERVICE [ BESCRIPFTION

D dase

0
@
X

Inpice mo.

Location of sale

ary RATE AMOUNT  TAX

Subtotal 550.00

Tasstle wbnonsd S0.00

6. The invoice can be Saved then Sent, or Saved and Closed, then a statement can
be sent that provides details about everything on their account.
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View the Results
Select Reports > Profit and Loss
e You'll see the initial income from the sale.
e The feesthat the bank charged for the NSF check.
e The amount the customer was charged for the NSF check.

(Optional) Send the Customer a Statement of Activity
If the customer wants a statement detailing everything that has happened, send them
a Balance Forward Statement

1. Select New+ > Create Statement

Create Statements ®» %

$1,050.00

Statement Type

* Recipients List

( M 3 em i Statements available (1) )

. RECIPIENTS EMAIL ADDRESS BALANCE

2. A Balance Forward shows the customer
e theinvoice
e the NSF check

e the additional fee they have assessed for the NSF check fee and their total
outstanding balance

3. Check off their name, then select Save and Send to email the statement or select
Print or Preview to print the statement.

4. Review the preview of the statement and notice that it details all of the
transactions entered and shows their balance and aging information at the
bottom.
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Introduction

In this chapter you will learn how to handle advanced issues with regards to
purchasing and accounts payable transactions including
e How to recategorize multiple expenses, checks, and bills at the same time. This
is a great trick to use if a lot of transactions were recorded using the wrong
expense or cost of goods sold account.
e Setup and purchasing of a fixed asset. In the Real World, you'll probably finance
part of the purchase, so you track the financed portion with a loan account.
e How to set up and track payments on a loan.
e How to set up a line of credit by recording the money coming into your checking
account, and entering payments to reduce the balance.
e Correct a very common mistake—using a check or expense to pay a bill.
e Handle situations in which “petty cash” is used to pay for items, you'll learn a
workaround to handle these transactions.

Recategorize Multiple Expenses / Checks

Everyone makes mistakes, but fortunately, QuickBooks makes them easy to fix. Let's

look at a common mistake in QuickBooks and how to fix it.

Recategorize a Single Expense

1. Select Expenses > Expenses

2. If you want to edit a few expenses that were miscategorized, you can select the
transaction, then enter the correct account in the dropdown of the Category field.

= Buildem.lnc. B MyEpets @DHelp Q N B O
Exponses
Expense Transactions Print Checks | +
,
DATE = TYPE NO. PAYEE CATEGORY MEMO TOTAL ACTION
View/Edit =
View/Edit =
Dffice Solutions Equipment flig $2,350.00 View/Edit v

fe | = View/Edit

View/Edit «

3. Then select Save and Close and the updates will be made.
e Thisis an easy fix for a few transactions, but if there are, for example, hundreds
of transactions throughout an entire year, you'll want to use a workaround.
4. In the Expense transactions window, select the Filter button.
5. Enter in the name of the account that was misapplied to the expense transactions.
6. Select the checkbox to the left of all the misapplied expense transactions that you
wish to change, then select Categorize Selected.

Page 120 Mastering QuickBooks Level 2



Expense Transactions

Type
Status Dalivery mathod (]
Date From Te

Payea

Category

Resst *

7. Inthe dropdown box, select the correct account to categorize these transactions,
then select Apply.

e Back on the list of expenses, all of the mistakes should be corrected.

Fixed Asset

Fixed Assets are the “things” that help you run your business. In general, Fixed Assets
represent equipment, furniture, computers, and vehicles that last longer than one
year. It is best to consult your accountant if you're not sure whether a purchase is
considered a fixed asset.

e Learn how to enter fixed assets that you already owned before the start date of
your QBO company.

e Learn how to enter the purchase of a new fixed asset.

e Learn how to properly record financing for the asset(s) you own / purchase in
your QuickBooks account, using a liability account to track the balance.

Enter a Fixed Asset your Already Own

Create one account to track the asset, regardless of whether you have one or multiple
of this particular asset type (e.g. computers).

Select Accounting > Chart of Accounts

Select New> Fixed Asset as the account type.

Select an appropriate fixed asset type account from the dropdown.

As necessary, edit the name of the account.

For some fixed assets it might be necessary to track depreciation. Checking the
track depreciation option will create two subaccounts.

b whN =

e One for the original purchase price of the asset which shows up as a positive
amount on your Balance Sheet...

e To second to track the depreciation, which shows up as a negative amount on
your Balance Sheet.
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Account

Account Type *Name

Detail Type Description

Original cost as of

Depreciation as of

I

If this is a fixed asset you already own, enter the asset value starting at the
beginning of this fiscal year. To do that, enter the end of last year in the As Of
field.

Enter the total for this asset (add up the total if you're counting multiple items in
this asset group) in the Original Cost field.

If you chose to track depreciation, you would also enter how much you had
depreciated from the original purchase price up until the chosen date. Also, if you
don’t know the value of your assets or what's been depreciated over its usable life,
be sure to consult with your accountant before completing this step.

Select Save and Close.

Return to the Chart of Accounts

Now the Chart of Accounts has the previously purchased fixed asset and the
total value of that asset.

Record the Purchase of a New Fixed Asset
Scenario: A purchase of a new fixed asset is made with no financing.

b whN =

o~

Select Accounting > Chart of Accounts > New+

Click the Account Type drop-down and select Fixed Assets.

Select the appropriate detail type.

Enter the name for the account.

If depreciation needs to be tracked for the asset, select the checkbox for Track
depreciation and enter in the necessary information.

Select Save and Close
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Record the Purchase of the Fixed Asset

e If you use online banking, you might download the transaction that represents
the purchase. If so, you can record it in the banking center using the asset
account as the category.

To record the purchase manually...

1. Select New + > then choose the expense transaction (Bill, Check or Expense)

e Choose Bill if you received a bill for the asset that you'll pay later
e Choose Check if you paid everything right away with a check
e Choose Expense ifit's any other payment method that you used to pay
everything right away.
2. Record who you purchased the fixed asset from. If it's a new name make sure to
add them as a vendor.
3. Then enter the bank or credit card account you used to make the purchase.
4. Be sure to record the date of purchase.
5. In the Category Details section, type in the name of the fixed asset account you
created earlier.

e There are two subaccounts (depending on how you created the account(s)) one
for the original cost of the asset, and another for depreciation. This is because
you chose to set up the option to track depreciation when you set up the
account. If you opted out of that option, choose the fixed asset account you
created.

6. If you chose to track depreciation, select the Original Cost subaccount.
7. Enter the purchase price of the fixed asset.
8. Enter any other details you want to track in the description field.
() Expense =) 6] X

$20,000.00

B CATEGORY DESCRIFTION AMOUNT

Total §20,000.00

Note: When this transaction is recorded, QuickBooks will think that this entire
purchase price came out of our bank account. But in many cases businesses receive
financing for the purchase of fixed assets. Remember, we're recording this purchase
as if we paid for everything up front.

9. If you choose to attach, the receipts can be attached like any normal transaction
10.Select Save and Close.
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Return to the Chart of Accounts

The value of the purchase of the Original Cost subaccount will show up here.
Over time, as the asset depreciates, Journal Entries can be created that make this
balance negative so that you'll see the net value on the Balance Sheet.

Loans

Scenario: Your company wants to buy a very expensive piece of equipment. You
analyzed price and calculated that the equipment will pay for itself several times over.
But you have a problem. The seller wants more for the equipment than you have
access to in your bank account. This is a good time to consider borrowing the money
from a third party such as a bank or a financing company.

This means you will have to pay back the full amount, plus interest, which can make
accounting for these loans challenging. When you make the monthly loan payment,
part of the payment in principal and the remainder is interest. You must allocate the
payment between the interest and principal in the accounting world. Without this
step, the loan balance and the interest will not be correct. This means your financial
statement will be incorrect.

In this chapter you will learn

e How to set up a loan that was taken out in a previous fiscal year.

e How to record a deposit into your bank account that came from a loan.

e How to record the purchase of an asset that involves a loan, such as a mortgage
or a car note.

e How to record a loan payment.

Enter a Loan from a Previous Year

If you business has an old loan before starting to use QuickBooks, prior to this fiscal
year, itis still important to set it up in order to track it's balance and payments made
during the current year.

Creating the Liability Account

1. Select Accounting > Chart of Accounts

2. Select New to set up a liability account.

3. Selectthe appropriate option from the Account Type drop down.

e Use an Other Current Liability type account if the transaction will be paid off
within twelve months.
e If the transaction will take longer than a year to pay off, select Long Term
Liabilities.
4. In the Detail type, choose the option that best describes why the loan was issued.
5. Enter a name for the account that is meaningful to you.
6. The Description field is optional.
7. Since this is a loan that was taken out the previous year, it is necessary to track
what was owed at the beginning of the fiscal year.
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8. Enterthe amount that owed as of that date.

Account

Detall Type Description

Notes paysble to track t

ty thyF ed Loan Whan do you want to start tracking your
payable, inst finances from this account in CuickBooks?

A m

9. Select Save and Close.
The Chart of Accounts now has an account to record the loan from the previous year.

Record a Loan to your Bank Account
The first step is to set up a liability account to track the principal of the loan.
1. Select Accounting > Chart of Accounts> New.
2. Select the appropriate option from the Account Type drop down.
e Use an Other Current Liability type account if the transaction will be paid off
within twelve months.
e If the transaction will take longer than a year to pay off, select Long Term
Liabilities.
3. Choose an appropriate Detail Type and enter the name of the Account (e.g.
Emergency Loan).
4. Select the Opening Balance dropdown and select
e Beginning of the Year if this is a new account
e Ifthisis aloan you received from a previous year, enter in the balance and the
appropriate date.
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Account

Account Type *Name

* Detail Type Description

Notes payable to track the

od Loan When do you want to start tracking your

payable finances from this account in QuickBooks?

What was your account’s balance on
12/31/20197

5. Select Save and Close.

e When the deposit is received from the loan, if online banking is used in the
QuickBooks account to download transactions from the connected bank, the
deposit will appear in the Banking Center.

e Bank deposit transactions can also be manually entered into the QuickBooks
account.

Manually Create a Bank Deposit

1. Select New+ > Bank Deposit

2. Select the Bank Account where the funds are being deposited

3. Enter the date the money is deposited.

4. Inthe Add Funds to this Deposit area of the deposit form, select the loan account
created previously, in the Account field.

5. Record the amount of the deposit.

(“ Bank Deposit @ Hop X

e . $20,000.00

v Add funds to this deposit

# RECEIVED FROM ACCOUNT DESCRIPTION PAYMENT METHOD REF NO. AMOUNT

Crher funds to1sl $20,000.00

Total $20,000.00

6. Select Save and Close.
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Return to the Balance Sheet

e The balance of the loan goes up by the amount that is recorded in the
transaction as being deposited into the bank.

e Since the funds are in the bank account, it can be spend as necessary. Nothing
special has to be entered for those expense transaction, just record them as
regular bill payments, expenses and checks out of the bank account.

Record a Mortgage, Note or Loan for Purchase

To track a mortgage, not or loan for purchase in your QuickBooks account, two
accounts much be created

e One account will track the asset.

e The second will track the loan balance.

Creating the Asset Account

Select Accounting > Chart of Accounts > New

For the Account Type drop-down, select Fixed Assets.

For the Detail Type, select the appropriate type of asset that is being purchased.
Enter a name that will describe the asset.

If depreciation is being tracked, select the checkbox next to Track depreciation.

If there is an original cost, if the asset has already been purchased, enter it in here.
If applicable, enter in any depreciation information.

Nouhkowd =

Account

Account Type *Name

* Datail Type Description

Original cost as of

Depraciation as of

I

Canieal m

8. Select Save and New.
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Creating the Liability Account

The value of the asset and the amount owed on the loan are two separate things, so a
liability account is needed as well to track the loan.

1. Select the Account Type dropdown.
e Use an Other Current Liability type account if the transaction will be paid off
within twelve months.
e If the transaction will take longer than a year to pay off, select Long Term
Liabilities.
Enter Notes Payable as Detail type
Enter an appropriate name to describe the loan.
If this is a new loan, enter the balance on the purchase of the asset. If this is the
case, there will be nothing to enter for the open balance.

PwWN

Account

Account Type *Nama

* Detail Type Dascription

Use Notes payable
you

L When do you want te start tracking your
pay finances from this account in QuickBooks?

Now the accounts are set up, it's time to record the purchase.

Recording the Purchase of the Mortgage, Note Payable or Loan
e If you use online banking, this purchase can be downloaded, and recorded into
the online banking center. If this is the chosen route to download and add it in
the Banking Center, the proper accounts will be available to categorize the
transaction.
e To enter the purchase manually create a new expense type transaction to record
the details.
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Recording the Purchase

1.

WD

o

7.

Select New+> then choose from Expense or Check, depending on how the
payment was made.
If the payment was made with a hand-written check, use the Check form.
If the payment was made with any other type of payment, including a cashiers
check, record the transaction as an Expense form.

Enter the Payee to track who the fixed asset was purchased from.

Enter the bank or credit card account used to make the down payment.
Record the date of the purchase.

In the Category Details section, type in the name of the fixed asset account
created earlier.

When entering the category, notice there are two accounts one for the original
cost, and a second for depreciation (if you're account is set up to track the
depreciation.) If depreciation is an option, select the Original Cost account.
Enter the full purchase price of the fixed asset, do not include any other fees or
taxes.

Note: If there are any additional taxes, fees or closing costs, enter them as expenses
on other lines. You can even set up a new account to track these if you don't already
have one follow steps 1-5 below.

8.

10.

If additional fees or expenses need to be recorded, on a second line, enter the
amount of the fees or taxes. Categorize them with an account appropriate to track
those expenses.
Once you've entered all of the assets and fees, the liability account must be
entered. Enter the amount of financing you received, as a negative amount.
Select the Mortgage / Loan or Notes Payable liability type account from the
Category dropdown.
With this transaction, the amounts associated with the fixed asset and the liability
accounts appear Balance Sheet, and the expense amount(s) will show up on the
Profit and Loss Statements. Because the mortgage / loan / notes payable
amount is listed as a negative amount, it reduces the net amount so that the
transaction’s total reflects what was paid out of the bank account for the down
payment on the fixed asset.
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o x

() Expense

o0

o} .f'i: . b4

Payer Payme=t seceumt

- $800.00

¥ CATEGONY DESCRIPTION AMOUNT

Memes Total $800.00

11. You can also enter any additional details in the Description and attach any
documents or receipts in the Attachments field.
12. Select Save and Close.

Creating an Account to track Additional Expenses (optional)

Select Accounting > Chart of Accounts > New

Select the Account Type drop-down and select Expense

Choose an appropriate detail type

Name the account so that it's easily recognizable when entering in expenses.
Select Save and Close.

abhwi =

View the Results

1. Select Accounting > Chart of Accounts

2. Locate the Original Cost account to view the value of the purchase in the Original
Cost subaccount.

3. Further down the Chart of Accounts you'll find the balance of the loan as well.

MAME TIPE = DETAILTYPE GUICKBOOKS BALANCE  BANK BALANCE ACTICN
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Pay Off a Loan

Eventually it will be necessary to pay off the loan. If you use online banking, the
transactions can be downloaded. Or they can be entered through a Check, if you
paid with a physical check, or an expense if it was paid any other way.

1. Select New+> then select the expense type transaction (either check or expense)
2. Select the Payee dropdown arrow and select the vendor that was paid.

e If this vendor has not been set up yet, be sure to enter them now.
Record the date that the payment was made.
For the first line, enter the liability account.
In the Description type something like “Loan principal payment.”
Enter The amount of the payment that went against the principal of the loan. On
the next line, enter an expense account to categorize the paid interest.

kW

e If this account has not yet been set up, just select Add New and set up a new
account named Interest Expense.

7. In the Description type something like “Loan interest payment.”
8. Enter the Amount of interest paid, in the Amount field.

e Online Banking Process- If this transaction is being recorded in the online
banking center from a downloaded transaction, click “Split” to separate the
interest and the principal into two separate lines on the transaction.

9. Attachments can be added to this expense / check transaction if desired.

() Expense Rrkestonr @ @ el X

# CATEGORY DESCRIPTION AMOUNT

Add lines Clear all lines

Total $1,000.00

10.Once everything has been recorded, select Save and Close.

View the Results

1. Select Accounting > Chart of Accounts

2. Locate the liabilities and notice that the loan’s balance went down by the amount
entered on the first line of the expense.

3. Select Reports > Profit and Loss.

4. Locate the Interest Expense account and select Amount.
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In the transaction statement report, notice the expense that was just recorded. Over
time, the interest expense will go up and the principal loan will go down until it's paid

off and hits zero.

Lines of Credit

Instead of taking a loan from a bank, many companies use a Line of Credit. Money is
transferred from the a line of credit into the bank account only when it's needed.
Later, the money is paid back to the bank, plus interest.

Receive Money from a Line of Credit

The first step to using a line of credit is to set up a new liability account.

1. Select Accounting > Chart of Accounts > New
2. Selectthe Account Type drop-down and select Other Current Liabilities

3. Choose Line of Credit as the detail type

e If anything is owed on the line of credit at the beginning of the year, be sure to
select Beginning of the Year for the opening balance and then enter the amount

owed at that time.

e |[fthisis a new line of credit, leave those fields blank.

@A

Select Save and Close.

Account

Account Type

* Dotail Type Description

When do you

Name the account so that it's easily recognizable when entering in expenses.

want to start tracking your

finances from this account in QuickBooks?

What was your sccount's balance on
12/31/20197

3

Tracking Payments in Online Banking

e When money is borrowed against the line of credit, the deposit will appear in
the Online Banking center, if in your QuickBooks account the online banking
center is used to download transactions from your banking institution.

e These transactions can also be entered manually if desired, from the New

+ menu.
1. Select New+> Bank Deposit

2. Select the bank account where the funds were deposited.
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3. Enter the date the funds were deposited into the bank account.
4. In the Account field, enter the Line of Credit account.

e These same accounts will be used if the transaction is being created in the
Online Banking center.

(- Bank Deposit

e - el - : 1

v bunds botal $0.00

5. Record the Amount of the deposit
6. Select Save and Close

View the Results

1. Select Accounting > Chart of Accounts

2. Look atthe Line of Credit’'s balance

3. Notice the balance of the line of credit increased by the amount deposited into

the bank.

e Since the funds are in the bank account, it can be spend as necessary. Nothing
special has to be entered for those expense transaction, just record them as
regular bill payments, expenses and checks out of the bank account.

Chart of Accounts

NAME TYPE & DETAILTYPE QUICKBOOKS BALANCE  BANK BALANCE ACTION

View ragister
View register
View register «
View register v h

View register »
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Pay Off a Line of Credit

Eventually it will be necessary to pay off the loan. If you use online banking, the
transactions can be downloaded. Or they can be entered through a Check, if you
paid with a physical check, or an expense if it was paid any other way.

1. Select New+> then select the Expense type transaction (either check or expense)
2. Select the Payee dropdown arrow and select the vendor that was paid.

e If this vendor has not been set up yet, be sure to enter them now.
Record the date that the payment was made.
For the first line, enter the Line of Credit account.
In the Description type something like “Line of credit principal payment.”
Enter the amount of the payment that went against the principal of what you owe
on the line of credit.
7. Onthe nextline, enter an expense account to categorize the paid interest.

kW

e If this account has not yet been set up, just select Add New and set up a new
account named Interest Expense.

8. In the Description type something like “Line of Credit interest payment.”
9. Enter the Amount of interest paid, in the Amount field.

e Online Banking Process- If this transaction is being recorded in the online
banking center from a downloaded transaction, click “Split” to separate the
interest and the principal into two separate lines on the transaction.

() Expense Srkeatonr G @ Hep X

= s o s $800.00

Paymant cate Paymant method Ref o

========

f  CATEGORY DESCRIFTION AMOUNT

Agd lines Clear all lines
Mems Total $800.00

10.Attachments can be added to this expense / check transaction if desired.
11.0Once everything has been recorded, select Save and Close.

Page 134 Mastering QuickBooks Level 2



View the Results

12.Select Accounting > Chart of Accounts

13.Locate the liabilities and notice that the line of credit balance went down by the
amount entered on the first line of the expense.

Chart of Accounts

NAME TYPE = DETAIL TYPE QUICKBOOKS BALANCE  BANK BALANCE ACTION
View register
View register w
View register w

View register v

| s " ther Current i of Credit 32 View register

14.Select Reports > Profit and Loss.
15.Locate the Interest Expense account and select Amount.

In the transaction statement report, notice the expense that was just recorded. Over
time, the interest expense will go up and the principal line of credit will go down until
it's paid off and hits zero.

Charitable Donations

Charitable donations are often tax deductible so it's important to track them
separately from your other expenses. That way when you file your taxes you'll know
exactly how much to report.

Monetary Charitable Donations

The first thing to do when recording a charitable donation is to make sure you have a
charitable donation expense account set up.

1. Accounting > Chart of Accounts

2. Scroll down to the Expenses section and look for an account named Charitable

Donations or Charity.
3. If you do not have one, select New to create one.
For Account Type, select Expenses
For Detail Type, select Charitable Contributions.
QuickBooks fills in the name for you, so click Save and Close.
e Now you are ready to record your donation.
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Account

Account Type “Name
* Dotail Typo Doscription

Use Charitable contributions to track
= Is sub-account

Note: If the Online Banking center is used to download transaction, the transaction
can be categorized there. Or you can create a new transaction to record the
donation.

Select New +> Select a Check or Expense based on how the charity was paid.
Enter in the organizations name as Payee.

Enter the bank account used to provide the funds.

Enter the date of the donation.

In the Category Details, select Charitable Donations from the dropdown.

Enter the amount that was paid.

If a receipt was provided, or any other official document, that can be added in the
Attachment field.

8. Select Save and Close.

NOoahwWN =

- [=] i R
(' Expense = 8 @ rHep X
Payes Payment sceount AMOUNT
v | Batance $95,175.00 $0.00
Faymant data Paymant method Ref e
Paemmit 4
#  CATEGORY DESCRIPTION AMCUNT
Add lines
Memo Total 50.00

Now you'll see a single account on your Profit & Loss statement that calculates how
much you've given to charity. This makes filing your taxes and claiming charitable
donation deductions much easier.
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Bill Payment Errors

Tracking Accounts Payable, or what is owed on open bills, is important for many
reasons. This process involves more steps than other method to record what has
been spend, so itis more prone to data entry errors.

It is important to first understand how bills and bill payments work.

When a bill is recorded,

e the Accounts Payable account balance increases by the amount of the bill.

e Because QuickBooks is what's called a double-entry accounting system, it also
has to affect another account, or even multiple accounts, by the exact same
amount.

e The other accounts the bill affects, are whichever accounts are recorded in the
Category Details section...or if you're purchasing inventory...in the Item Details
section.

Accounts Payable tracks HOW MUCH you owe and the category or item tracks WHY
you owe it.
When you PAY a bill,

e there are also two accounts at play,
e The bank or credit card account you used to pay the bill...
e and Accounts Payable again.

Remember, a Bill increases Accounts Payable...how much you owe. So, a Bill payment
decreases Accounts Payable...because now that you've paid the bill you no longer
owe that money.

This process works great as long as the bill payment affects Accounts Payable...but
what if you recorded the payment of a bill some other way?

e A common problem pops up when people try to record the payment of a bill
with a check or expense form.

e On the Check or Expense form they'll enter the bank or credit card account used
to pay the bill...which is right...and then they’ll record an expense account in the
Category Details.

e Spot a problem with this method?

0 Itdoesn't affect Accounts Payable, so that balance never goes down.
0 It uses an expense or cost of goods sold account for a second
time...doubling it, since it was already on the original bill.
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Apply Existing Check / Expense to Bill

If you see a charge duplicated on a vendors account on your Profit and Loss, the
problem could stem from an unapplied bill payment.

This happens when the bill is listed on the account, as well as the payment of the bill,
but the two are not connected to one another.

To fix that simply connect the two to close both the payment and the bill out on the

vendors account.

1. Select Expenses > Vendors

2. Locate and click on the Vendor account. On the Vendor transaction list, select the
Expense or Check that was used to pay off the bill.

3. In the Category Details, change the account to Accounts Payable.

(! Expense = S ROLID4

<

T $300.00

Permiz ne.

#  CATEGORY DESCRIPTION AMOUNT

k

Meme Total 5300.00

Note: If there are multiple accounts or items listed, they will all need to be
replaced with Accounts Payable. Make sure that when the transaction is updated,
its total remains the same, this is necessary for reconciliation purposes.

4. Select Save and Close.

5. There is one last step to take to pay the bill off. Select New+ > Pay Bills

6. Locate the open bill.

Note: The bill has already been paid, which is why the payment amount is zero.
7. Be sure that the bill paymentisnt marked to be printed, and for the bill number,
enter the word CREDIT.
8. Now select Save and Close.
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© x 4+ - a
(% Pay Bills ® X
Balance $94,57 ! ._ ~REDIT . Print Iater $0.00

Filter »

PAYEE REF NO. DUE DATE = OPEN BALANCE CREDIT APPLIED PAYMENT TOTAL AMOUNT
7| M Om ] 0B/19/202 $300.00

£300.00

300,00 3 $ $300.00

View the Results

Refresh the Vendors page to see the new transaction. QuickBooks creates a bill
payment that links the payment with the bill so now the bill’s balance is zero.
Run the Profit and Loss and you'll see the funds come in only once.

e This mistake usually occurs because the bill payment was recorded manually
with an expense or check. But it can also happen if a bill payment is downloaded
in the banking center and is not matched against a bill. But sometimes even a
properly entered bill payment can become unattached from a bill.

Close Paid Bill in QuickBooks

It's possible for bill payments to become disconnected from a bill, or not applied
properly, even if it was recorded the right way.

Run the Accounts Payable Aging Summary Report
1. Select Reports > Accounts Payable Aging Summary Report
2. This report will display vendors that owe you money.

Scenario: There is a vendor listed on the report that has a zero dollar balance on their

account. If they have a zero dollar balance, they shouldn’t be on this report. The

reason they appear on the report is because they have a bill and a payment that are

both open. To fix this error the bill and bill payment need to be connected.

1. Select Expenses > Vendor

2. On the specific vendors transaction list, select the bill payment transaction.

3. On the right hand side of the screen, a drawer pops out showing the bill that has
an open balance.

4. Selectthe Add button on the drawer, and you can see where the bill is now
applied on the payment.

5. Select Save and Close. Now that vendor and bill have been removed from the
report!
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Petty Cash

If you keep petty cash in a box or a drawer, that box or drawer behaves very much
like a bank account, and that's exactly how it should be treated in QuickBooks.

With a regular bank account, deposits are made electronically or at the bank. When
money is spent from a bank account, checks, debit card or bank drafts can be used.
With petty cash, deposits and payments can also be used, but it is with physical
currency and the balance is kept in a box or a drawer rather than at the bank.
Because petty cash works like a bank, that's the kind of account that will be set up in
QuickBooks to track it.

You will learn

e How to set up and track deposits in your petty cash account.

e How to record expenses that were paid with petty cash.

e How to reconcile petty cash, so it is always obvious what is going into and
coming out of the account.

Set up a Petty Cash Account (optional)

Note: If there is already a petty cash account in the QuickBooks Chart of Accounts,
skip this step.

1. Select Accounting > Chart of Accounts > New+

2. For Account Type select Bank.

3. Detail Type is Cash on Hand

4. Keep the name as Cash on Hand, or name the account Petty Cash.

Option 1: If you have some money in petty cash, record the opening balance in
this section or choose to track Cash on hand from the beginning of the year.

e Thisis the most accurate choice to make, but if you track it from the beginning of
the year, you will have to enter each individual cash purchase from the
beginning of the year to today.

Option 2: Start tracking the account balance from today. If this is your choice,

record how much you have in petty cash right now. The downside is there will never

be an accurate accounting of what you spent from the beginning of the year to
today, but it is much faster.

5. Select Save and Close.

Deposit Money to Petty Cash

Scenario: Funds were withdrawn from the ATM and put into the petty cash drawer.

This needs to be recorded into your QuickBooks account.

If you use online banking, the transaction can be added in the Online Banking center.

If you choose not to record the transaction in Online Banking, it can be manually

entered in through the New menu.

1. Select New+ > Transfer

2. On the Transfer transaction, enter the bank account to track where the funds were
withdrawn from.

3. On the second account, enter the account being used to track Petty Cash.
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4. Enter the amount transferred out of the bank account.
5. In the Memo field, enter the reason why the funds came into the account.
6. Select Save and Close.

Spend Money From Petty Cash
Scenario: An employee of the business used petty cash to buy office supplies.

e In this situation, the funds used to make this purchase was made with cash, so it
will not show up in the Online Banking Center. The transaction will need to be
manually entered into the QuickBooks account.

Select New+> Expense

Select the Vendor who was paid with the cash.

For the Payment Account select the Petty Cash account.

Select the date when the purchase was made.

Select the Payment Type, which is Cash.

Enter the category to best describe why the funds were spent.

Enter the Amount that was spent.

If a receipt provided it can be added on the transaction as an attachment.
Select Save and Close.

WONOOR~WN =

Reconcile Petty Cash

It is important to keep an eye on your cash on hand, so you know exactly how much
money is going into petty cash, and how much is going into and coming out of your
petty cash account. In order to track the balance of this account accurately, we
recommend that you keep all of the receipts so that you can accurately reconcile the
account.

1.  The first step is to count the funds in the petty cash account. Once you have
done so, it is time to start reconciling. Select the Gear icon > Reconcile.

2. Select your Petty Cash account from the drop-down.

3. Enter the Ending Balance

@ Gifickbooks = Buildem, Ine. BmyEpers Duee Q (3 & ©

Reconcile an account
Open your statement I get started

Which account do you want to reconcile?

Account

Add the following information
Baginning balance  Ending balance * Ending data *
Enter the service charge or interest earned, if necessary

Date Service charge Expense account
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4. Enter the Ending Date of today, then select Continue.

@ Giiickbooks = Buildem.nc. Amyepers Dulp O 2 & O
Reconci\‘e | Petty Cash
Statement ending date: August 7, 2020
$379.08 _ $-120.92
STATEMENT ENDING BALANC CLEARED BALANC $500.00
$0.00 $12092 $0.00 =
BEGINNING BALANCE 3 PAYMENTS 0DEPOSITS

Statement ending date Clear fiter /View all ( Payments | Deposis | Al )

DATE & TYPE REF NO. ACCOUNT PAYEE MEMO PAYMENT (USD DEPOSIT (USD)

2020
08/01/2020 29.12 (/]
08/01/2020 5.95 ]
08/04/202¢ Exp )

5. Check off every transaction in the list which has a receipt to support it.

6. If you have some receipts, but do not see them represented as a line on the
screen, enter then through the New+ button.

e ATM Receipts count here because they could represent deposits into the Petty
Cash account.

@ gliickbooks = Buildem, Inc. 0

Bmyexpets @Drep Q [3 @&

$379.08 ) $379.08
FHIRMEHT SR N Y, CLEARED BALANCE o $000
$0.00 $120.92 $500.00 DIFFERENCE
BEGINNING BALANCE 3 PAYMENTS + 1 DEPOSIT

DATE 4 TYPE REF NO. ACCOUNT PAYEE MEMO

PAYMENT (USD DEPOSIT(USD) &
11/202 500.00 (/]
01/20: 29.12 ]

08/01/202¢ E 7595 ]

08/04/202¢ 15.85 /]

e If you see a “difference” it could come from a few different things.
0 You might not have all of the receipts for purchases and deposits made to and
from petty cash.
0 It could also be that one of your old petty cash transactions were changed.

0 It could mean that some money was spent or deposited, and you don't have a
receipt for it.
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1099’s

The Internal Revenue Service requires that you send a tax form called a 1099 to
certain individuals and companies paid more than a specific amount of money during
the tax year.

e The rules can be complicated and we recommend that you consult with your
accountant and the IRS.

e Asa GENERAL guideline, most small businesses send 1099s to companies and
individuals that ARE NOT employees BUT ARE paid more than the threshold that
is set and updated year to year for “non-employee compensation.”

e Usually, the term “non-employee compensation” means labor. Also, you do not
send 1099s to corporations.

QuickBooks tracks 1099 transactions, calculates how much you paid each 1099
vendor, and lets you print 1099s and the summary 1096 form.

Next, you complete the 1099 and the 1096 wizard which walks you through the setup
of 1099s all the way to printing your 1099s and 1096 tax form.

Note: You do not have to report payments you made with Debit cards, gift cards,
PayPal accounts, credit cards, and other third party processing cards. Why is this?
Because the companies that process these payments, like the credit card company,
are responsible for reporting any payments you made to a 1099 contractor with a
credit card. So you need to tell QuickBooks when you make a payment using one of
these methods.

Set Up 1099 Contractors / Vendors

There are two ways to set up a 1099 contractor.
""""" = Buildem, Inc. Bmyexpers Drep Q [ & O

@ Buildem, Inc. ervacy (I

Over

THCOME, EXPENSES at30days v BANK ACCOUNTS 7
$8,917 Maney Market

$1,036,773

. §19,895.29
W $5,000 ayPal Bank
' m$2,000 vt ;
. ! Credit Card:Visa #1066
W $1,200 B e
$717
E Checking

tmonth W SALES ast30 days WV

$1,021,758 Fore
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Option 1: Through the Payroll tab.
1. On the contractor’s page, select the Add a Contractor button.

Add a contractor

ractor to complete their profile. They'll get their own

rare their personal details.

2. QuickBooks will ask for the contractors name and address. This process sends the
contractor an email. In that email is a link they can use to enter their own
information.

Once the contractor is set up, they will appear on the contractor page and the

Vendor list.

If the contractor you're working with does not want to set up their information, you

can also do so through the Vendors List.

3. Select Expenses> Vendor > New Vendor and enter their information.

Vendor Information

Tile Firstname  Middlename Lastname  Suffix

Company ne Mobile

* Display name as Other Wabsite

Print on check as /] Use display name Costrate (/hr) @ Billing rate (/hr)

Address mar Terms

Opaning balance

Account no.

4. Make sure to select the checkbox next to Track payments for 1099s.
5. Enter their Business ID or Social Security number to also save yourself time.
6. Select Save.
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@ giickbooks = BuildemiInc. Bmyepets Quep Q (3 & O

Pay contractors with direct deposit §d i
Contractors
o

C.U. Electric Wirite chack v

Hamlin Metal Wirite check ¥

Holly Heating and Electric Write check v

If any edits need to be made to the account once it's created, select Edit, to edit the
vendor and be sure to check the Track Payments for 1099’s box.

e They will show up along with all of the other contractors on the Contractor page,
and QuickBooks will also know what to do when 1099’s are processed and sent.

Contractor payments will be recorded like an other expense.

e Bill and Pay Bills, if a bill is received for their work.

o Ifthere is no bill use an expense transaction and include their name and the
details of the payment.

o If they were paid with a hand written check, use a check transaction and include
their name and the details of the payment.

e If you paid with a credit card, paypal account, debit card or any third party
processor, continue reading to learn how to handle those transactions.

Map 1099 Accounts

1. Select Expenses > Vendors

2. Select Prepare 1099s.

3. This screen shows you the basic workflow of filing 1099s and also contains helpful
hints and links, such as the 1099 filing deadline and pricing information.

4. Select Get Started / Continue your 1099’s.

5. Enter the company’s address and Tax ID.

o If this has already been entered a summary will appear that allows editing if
necessary.

6. Select Next.
e On the next screen, QuickBooks displays accounts that have been used while

categorizing transactions with the people and businesses that 1099s need to be
filed for, and on which part of the 1099 the transaction totals need to appear.
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e Each box represents a box on the 1099-MISC but most businesses only need to
worry about Box 7, which is for reporting nonemployee compensation. Select all
of the boxes that QuickBooks needs to consider for generating 1099s.

e Below each selected box is a drop-down menu which is used to select all the
accounts used for that type of expense.

7. Select the drop down and choose as many accounts as needed by selecting the
checkboxes.

e Onlyinclude the accounts used to pay for labor in the list. If you have contractors
that divided up their bills showing labor and materials as separate lines, only
include the account used to categorize the labor.

e Once you've selected all the accounts to consider for the box, click in any of the
white space on the screen.

8. Select Next. QuickBooks now displays all the vendors that were marked to track
1099s for.

9. If avendor is missing from the list that was expected to be there, or if the box was
left unchecked, select Add from Vendor list.

10. Select any vendors on this window by selecting the checkbox beside their name.

11. Select Save. The Vendor(s) will now appear on the list.

Review and Errors

It's important to review the list of 1099 eligible vendors to see if there is any missing
information. If there is any data that QuickBooks needs, but it hasn't been entered a
warning will appear in red.

6. To correct these problems

o click Edit and enter the missing information.
e A second option is to exit out of the 1099 screen and go back to the vendors
page and enter the correct information there.

7. Click Next.

e Now QuickBooks looks through the transaction from the previous year and
calculates the total amount of money spent using the accounts that were chosen
earlier.

The payment amount will show up based on the account(s) / subaccount(s) chosen
(e.g. Cost of Goods Sold).
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This is not necessarily the actual amount that will eventually appear on the 1099,
because some of this total might come from transactions that are excluded from
1099s, such as debit cards, credit cards and PayPal.
Excluded totals show the amount that will appear on the 1099s in the Excluded
column.
e If any of these appear to be incorrect, select the total> select Continue.
e Review the list of excluded transaction. If anything seems incorrect, select the
individual transaction to correct the problem.
e Selectthe back button to return to the totals.
e The total column displays the total amount that will eventually appear on the
1099s you issue to your vendors.

You will also see a breakdown by 1099 box, in Box 7.
To review either of the numbers, select them to get a report that shows all of the
transactions QuickBooks used to calculate the totals.

Note: All vendors will not appear on this screen, only the vendors that pass the
threshold for filing a 1099 are listed here. If someone wasn't paid enough to warrant a
1099, they will be unlisted.

Confirm and Send

Once everything looks good, click Finish preparing 1099s. There are two options for
filing 1099s.

e Utilize the E-File services that files 1099's electronically
e Print and mail 1099's.

QuickBooks displays the fees associated with either service on this screen as well.

© o+ - o
Prepare 109%s @ X
Check that the payments add up
; e Cond PSRl I FoRtTacDe axcludad
Print Information Shaet

CONTRACTOR BOXT TaTAL EXCLUDED ALLPAYMENTS

Back Finish ggeparing 10995 Savs and finish later
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Chapter 8

Advanced
Purchases




Introduction

Business can get complicated quickly, and that's especially true when it comes to
Purchases. You will learn purchasing tricks to help you simplify difficult transaction
including
e Different situations that involve non-business funds, or non-business purchases.
e How employees can be reimbursed for expenses, and how to handle personal
purchases made with business funds.
e How to handle Prepaid Expenses, or expenses where the cost is spread out over
the course of the year.
e A workaround for how to record deposits you give to vendors. You also see how
to track those balances, especially if you have deposits with multiple vendors.
e How to tell QuickBooks that you received inventory that you will pay for later,
also known as an Installment Purchase.
e The best ways to handle Refunds and Credits from Vendors.
e How to properly handle uncashed prior period checks and how to close out
unpaid Bills.

Employee and Owner Purchased

There are many ways that owners or employees spend money on the business
besides swiping the company credit card or writing a check from the business
checking account. You will learn steps for recording these types of transactions in
your QuickBooks account.

1. Learn which accounts need to be on the Chart of Accounts so that these
transactions can be recorded that involve the owner, personal funds and any
contributions they make or reimbursements they receive.

2. There are two scenarios covered when it is time to record the transactions.

e If an owner makes a purchase but expects to be paid back.
e If funds are deposited by the owner into the company bank account without the
expectation of payback.
3. Employees sometimes purchase company related expenses with personal funds,
for example, fuel. Learn how to record the reimbursement of those funds to
employees when necessary.
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Set Up Owner Equity Accounts

To record transaction involving the owner, one side of the transaction should be an
Equity account. These accounts represent the value of the business to the owner. In
this section, learn how to set up four different equity accounts,

e Parent Owners Equity Account
e Owners Draw

e Owners Contribution

e Owner Payable

Set up a New Account

1. Select Accounting> Chart of Accounts

2. Select New> Equity from the Account Type dropdown.
3. Select Owner's Equity as the Detail Type.

Account

Account Type

* Datail Type

4. To set up an Owner’s Equity Parent Account, enter Owner's Equity as the Name.
5. Select Save and Close.

e Repeat steps 2-5 above, adding in different names for each account

Note: When creating the following accounts, select the checkbox next to Is Sub-
Account, and select Owners Equity from the dropdown before saving.
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Name the new accounts as follows ...

e Owners Contribution’s- Use this account to record any money that the owner
gives to the company that they don't expect to be paid back.

e Owners Draw- Use any time the owner withdraws money from the company.
This account will always show a negative balance

e Owner Payable- This account should be used when the owner loans the
company money

Note: If the company has multiple owners or shareholders, account names can reflect
this if necessary. Instead of using Owner’s Equity the name could be changed to
Partner’s or Shareholders Equity, Shareholders Draw, ect. To be even more specific
for reporting purposes or tracking, accounts can be created for each person in the
partnership.

Owner Purchases

If the owner of the business purchases materials for the company with personal funds,
but does not expect a refund, this still as to be recorded in the account to track the
expense of the materials. Recording the transaction will also track how much the
business owes the owner which is important.

1. Select New+> Expense

2. ltis optional to enter a Payee, but we recommend entering a Payee when possible
for reporting purposes.

3. The payment account does not matter, this account will not be altered by the
transaction.

4. Enter the Date when the owner made the purchase.

5. Enter the Category or Item detail to describe what the owner bought.

6. Enter the description, and finally the Amount the owner paid for the supplies.

Note: The trick here is to reduce the net total to zero, so that it won't affect the

Checking account.

7. On asecond line, enter the Owner Payable account. This is used to track any
funds the owners loans the business.

8. Enter the description, and finally the Amount the owner paid for the supplies, but
this time, as a negative amount. Now the net of the transaction is $0 which will not
have any affect on the bank account balance.

e The expense will show on the Profit and Loss under the expense account, and
Equity will increase by the same amount reflecting the owner’s loan to the
company, like a temporary investment.

9. Select Save and Close.
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Owner Reimbursement

Eventually the business will pay back the owner for what they spent with their
personal funds. This same process works whether the business is paying off a portion
of the owner’s personal credit card, or gives the payment directly to the owner.
Remember to use the Owner's Payable Equity account to track what the business
owes the owner. There are two ways this transaction could be recorded.

Option 1: Online Banking

1. In the Online Banking center, select the payment transaction that was downloaded
from the banking institution.

2. In the Payee field enter the Name of the Owner.

3. In the Category, enter Owner Payable

Option 2: Manual Recording

Here is an example of how to record the payment made through a Check.

1. Select New+ > Check

2. In the Payee field enter the Name of the Owner.

3. In the Account Details enter Owner Payable from the dropdown.

4. Enterthe date the check was written > Enter the Check Number if it was a
handwritten check.

e If the check needs to be printed, select the Print Later checkbox.

5. Enter a brief description about the transaction, and the Amount that the business
is paying back to the owner.

6. Select Save.

Owner Deposits to Company Bank Accounts

If the owner is depositing money to the business from a personal bank account, there
are two ways it can be recorded.

Option 1: Online Banking

1. In the Online Banking center, select the received payment transaction that was
downloaded from the banking institution.

2. In the Customer field, field enter the Name of the Owner.

3. Inthe Account field, enter Owner’s Contribution

Option 2: Manual Recording

Here is an example of how to record the received funds through a Bank Deposit

transaction.

4. Select New+ > Bank Deposit

5. Be sure to select the account

6. In the Received From field enter the Name of the Owner.

7. In the Account Details enter Owner Contribution from the dropdown.

8. Enter the date the check was written > Enter the Check Number if it was a
handwritten check.
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e If the check needs to be printed, select the Print Later checkbox.
9. Enter a brief description about the transaction, and the Amount that the owner
contributed to the business.
10.Select Save.
Note: On the Chart of Accounts, the Owners Contribution account will increase, as
well as the Owners Equity. Remember that Owners Equity is the sum of the Owners
Contributions and Owners Draw.

Owner Withdrawl from Company Bank Account

When the owner wants to make a withdraw from the company bank accounts, this will
need to be recorded to track the funds leaving the QuickBooks account.

Note: This is how to record a payment to the owner when they do not receive a
paycheck.

There are two options for recording this type of transaction in the account.

Option 1: Online Banking

1. In the Online Banking center, select the payment transaction that was downloaded
from the banking institution.

2. Inthe Payee field, field enter the Name of the Owner.

3. In the Account field, enter Owner’s Draw.

Option 2: Manual Recording

Here is an example of how to record the payment made through a Check.

Select New+ > Check

Be sure to select the account where the money is being withdrawn.

In the Payee field enter the Name of the Owner.

In the Category Details enter Owner Draw from the dropdown.

Enter the date the check was written > Enter the Check Number if it was a

handwritten check.

If the check needs to be printed, select the Print Later checkbox.

7. Enter a brief description about the transaction, and the Amount that the owner is
receiving.

8. Select Save.

b wWwMhN-=

o~

Note: On the Chart of Accounts the bank account will decrease by the amount of the
payment. The Owners Draw account will decrease by the amount of the payment.
Because the Owners Draw account is a subaccount of the Owners Equity, Owners
Equity show a decrease as the sum of the Contribution and Owners Draw accounts.
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Employee Reimbursement
There are two methods for recording employee reimbursements.

Method 1: With or without QuickBooks Payroll
1. Select Payroll > Employees
2. Create a new Expense, or Check (if using a physical handwritten check).
e If creating a check, enter all check detail such as date, check number or select
Print Later so QuickBooks can print the check if needed.
Enter the Employees name in the Payee field.
Select the correct bank account and enter the balance.
Enter Category Details > enter a description.
Enter the amount.
Add attachments if desired such as receipts> Select Save and Close.

Noobkw

Method 2: Requires QuickBooks Payroll

If you need the reimbursement to appear on the employee’s actual paycheck,
however, this process is a bit more complex, and that process can be found in the
Payroll Chapter of Mastering QuickBooks Level 2.

Employee Use of Business Funds

What if your employee accidentally uses business funds to pay for personal
expenses? These funds will need to be paid back to the company, but how do you
track what they owe you?

Start by setting up an Asset account that tracks what employees owe to the company.
Select Accounting > Chart of Accounts > New

Select Other Current Assets as the account type

Select a detail type that best describes the account.

Provide a name for the account to identify what it tracks.

5. Select Save and Close.

Method 1: Online Banking
If online banking is used in the account, the transaction can be downloaded which
represents the purchase. If this is the case, it can be recorded in the banking center.

PN =

Method 2: Manual Entry

1. Select New+> Expense or Check (use only if a physical check was written)

2. Enter Vendor details > Enter the Other Current Asset account that will track what
employees owe to the company.

3. If desired, add a memo to note this is an employee purchase, not a company
expense.

4. Enter the Amount > Click Save and Close.

Page 154 Mastering QuickBooks Level 2



This will record the money coming out of the bank account. It will also increase the
amount of the Other Current Asset account and show that the employee now owes
the company for this purchase.

View what the Employee Owes

1. Open the Chart of Accounts.

2. Select the Drop Down beside the Other Current Asset account, in the Action
column, then select Run Report.

3. This report tracks each transaction that you record to show how much money your
employee’s may owe you. If recorded in the memo field, the report shows who
owes the money, as well as who has paid you back.

When an Employee Pays You Back

Select New+> Bank Deposit form

In the Add Funds to this Deposit section, enter the Employees Name
Select the Other Current Asset account in the Account field.

In the Memo field, enter a memo to explain the deposit.

Enter the Amount > Save and Close.

oW =

View what the Employee Owes

1. Open the Chart of Accounts.

2. Select the Drop Down beside the Other Current Asset account, in the Action
column, then select Run Report.

3. This report will show the updated total based on the funds paid back by the
employee.

Prepaid Expenses

Prepaid expenses are costs you pay in one accounting period that affect future
accounting periods.

The challenge with prepaid expensesis ...

If that transaction is entered as one expense, your Profit & Loss will show a large
expense for insurance in the month the payment was made, and then no expenses for
insurance for the rest of the months.

This can especially be a problem if the expense covers part of two different fiscal
years. The solution is to enter the payment into an asset account, and then have
QuickBooks spread out the expense equally for each month.
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Account

Account Type *Name
Gther Current Assets - Prepaid Expenses
* Detail Type Description
Prepaid Expenses v
Use Prepaid expenses to track payments

for expenses that you won't recognize s sub-account
until your next accounting peried.

T T e

Create an Asset Account to Track the Original Payment

—

2.
3.
4

Select Accounting > Chart of Accounts > New
Select Other Current Assets as the Account Type
Select Prepaid Expenses as the Detail Type
Enter the desired name (e.g. Prepaid Expenses)

Record Prepaid Expense

1.
2.
3.

4.
5,

Select New+ > Select a Check (if a handwritten physical check was created), or an
Expense, or Bill.

Enter Payee details, and select the account where the funds were paid from, from
the dropdown menu.

Enter the date that the initial payment was made.

Enter the Payment Method, Category and a Description and finally the Amount.
Select Save and Close.

Note: The transaction will not affect the Profit and Loss report, because only asset
accounts were used.

Distribute a Prepaid Expense

1.

2.
3.
4

o

8.

9

Select New+> Journal Entry.

On the first line, select the expense account use to categorize a prepaid expense.
In the debit field, enter the amount to be distributed to each month.

Enter the amount paid for the initial payment, in the Amount field. In the same
box, enter a forward slash and the number of months to divide the initial payment
into. Press tab and the math is done by QuickBooks.

On the second line, enter the expenses asset account.

In the credit field, enter the amount going into the expense account which will
decrease the expense asset account.

Select Recurring to create a template that QuickBooks will create for you each
month.

Enter the name of the template, then choose if it will be Scheduled, Reminder or
Unscheduled. Enter the desired interval at which the transaction will be created.
Select a start date > choose the desired number of occurrences.

10.Select Save.
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QuickBooks will now distribute those prepaid expenses throughout the year-long
policy, and you don’t need to do anything else with it.

Vendor Deposits

Deposits with vendors represent an asset to the company...because goods or services
that the vendor has not delivered are paid for. Step 1 is to create an asset account
used to track these deposits.

1. Select Accounting> Chart of Accounts> New

2. Inthe account type dropdown, select Other Current Assets.

3. Inthe Name field, enter Vendor Deposits.

Account

Account Type *Name

* Datail Type Daseription

= Other current assets for current

Record a Deposit with a Vendor

If online banking is used, the transaction representing the deposit can be

downloaded from the banking center.

To record the purchase manually...

1. If the vendor was paid using a debit or credit card or ACH, it can be entered with
an Expense transaction. A Check can also be used if a handwritten check was
provided for payment.

2. Select the Payee > choose the other current asset account, Vendor deposits, in

the Category Details area.

Enter the description and the Amount.

4. Select Save and Close.

w

Page 157



Use a Deposit with a Vendor

1. Select New+> Choose a Check, Bill or Expense depending on what happened in
the real world.

In this example, we will enter a Bill.

2. Enter the date the bill was received.

3. Enter terms > enter the Bill #.

4. Enter Vendor Deposits, the Other Current Asset account, in the Category Details.

5. Enter a description to remind you later of the reason for the deposit (e.g. “our
deposit”.)

6. Enter the Amount of the deposit made previously, as a negative number.

7. On the next line, enter the fixed asset account for the purchase made (e.g. an
expense account).

o If afixed asset wasn't purchased, enter the amount in the Item Details section.
8. Enter the full cost of the purchase in the Amount field.
9. Select Save and Close.

Match Vendor Deposits to Payments

It is possible to create a support schedule in QuickBooks to track vendor deposits
that have been used, and those that have not.

Reconcile

Reconcile an account

your statement and let's get started,

Which account do you want to reconcile?

Account

Add the following information

Beginning balance  Ending balance * Ending dats *

Enter the service charge or interest earned, if necessary

Dats Service charga Expanse account

—

Select the Vendor, from the Account field drop-down.

2. Enter zero for Ending Balance > Enter today’s date for Ending Date.

QuickBooks lists all deposits made, deposits that have been applied, and the ones
that aren't yet reconciled.

(%]

Page 158 Mastering QuickBooks Level 2



® giickbooks = Buildem, Inc. B myExpets DHep Q [3 & O

Reconcile Vendor Deposits

o) CEEED
ATEMENT ENDING BALAN o s ALANCE ° $O.00
50.00 $10,000.00 + $10,000.00 DIFFERENCE
BEGINNING BALANCE - PAYMENT DEPOS
jste Clear filter / View all C Payments | A { i )

DATE 4 REF NO. ACCOUNT PAYEE MEMO PAYMENT (USD)  DEPOSIT (USD)

o Bl 10,000.00 o
Door Knob C 5.000.0

eneral Carriers, Inc

2242020 Checking G 8,500.0
25/2020 Checking A1 Rental 0,000.00 )

4. For applied deposits, select both the original deposit and it's use. This clears
transactions that reports can show deposits applied versus unapplied.

Note: Never select a transaction unless both a deposit and a payment with the same

amount are listed.

Once all applicable payments and deposits are selected, there should be a difference

of zero. If this doesn’t happen, double check to be sure nothing was selected that

shouldn’t have been.

5. Then click Finish Now.

Note: To maintain the most accurate reports, perform this step every time a deposit is
used on a purchase from a vendor.

Track Vendor Deposit Balance

It is now time to build a support schedule to track the balance of vendor deposits,

now that the Vendor Deposits, Other Current Assets account has been reconciled.

1. Select Accounting > Chart of Accounts

2. Locate the Vendor Deposits account> Select the dropdown in the Action column>
Choose Run Report.

Note: This report lists every transaction affecting the accounts over the selected date

range. To see all transactions, change the date range to "All.”

Group Report by Vendors
3. Select the Group By drop-down> select Vendor.
Notes: QuickBooks shows the same transactions in the account, each deposit and
payment, grouped by vendor the transaction is associated with.
The report is accurate, but difficult to quickly find the difference between vendors
with a balance and vendors without. Split this data into two reports

e One that shows deposits already applied.

e One that shows deposits that have not been applied.
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@ Gliickbooks = guildem, Inc. Bmyepens Drep O [3 & O

Reports

Account QuickReport
<

! % pevicd

Rows/columns

Run report
~
« Account
= 5 BrE
Buildem, Inc.
ACCOUNT QUICKREPORT

Tanes ._ TRANSACTION TYPE NAME ACCOUNT AMOUNT BALANCE CLR
Miloago

Total for Vendor Deposits $23,500.00

4. Select Customize > select the Filter dropdown.
5. Select either Applied or Unapplied, next to the Cleared drop-down.
e Select Reconciled, to see the Reconciled transaction only.
6. Select Save Customizations, to change the name of the report, and save itas a
Custom Report.

Unused Deposit Report

1. From the Account Quick Report, select Customize.

2. SelectFilters.

3. Change the Cleared selection to Uncleared, and now this report shows open
balances by vendor.

Customize report
¥ Genera

+' Distribution Account

+| Claared
Transaction Typs -
Account a -
Nama -
Custamar . -
Vendor

Product/Service -
Due Data All Dates -
Crosted Date All Dats =

Last Modified Date All Date:
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Shown on the report are all the vendors which still have unused deposits in the

QuickBooks account.

4. The name of the report can be changed (e.g. Outstanding Vendor deposits), and
saved as a new report.

@ gliickbooks = Buildem, Inc. Bmyepes @Drip Q [3 & O
( -+ New ) Report
Reports
Custom reperts
NAME CREATED DATE RANGE EMAIL ACTION
Edit W
Edit v

5. This report can be run from the Custom Reports menu, on the Reports page.

Record Installment Purchases

Scenario: Inventory is purchased, and the vendor allows payout to be done through
multiple payments. If this happens, the vendor might send the Inventory before it is
paid off, however in QuickBooks Inventory can only be added when it is paid for in
full.

Set up Other Current Liabilities Account

1. Select Accounting > Chart of Accounts > New

2. In the Account Type dropdown, select Other Current Liabilities
3. In the Detail Type dropdown, select Other Current Liabilities
4. Enter the name Installment Purchases

¢
P ol
Account
Account Type *Name
Other Current Liabilities ¥ nstallment Purchases
*Detail Type Description

Other Current Liabilities

Use Other current liabilities to track . ;
liabilities due within the next twelve || Is sub-account
months that do not fit the Other current

liability account types

When do you want to start tracking your
finances from this account in QuickBooks?
More info on opaning balances

Choose one -
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Record Installment Purchases

1. Select New+> Expense
2. Enter Vendors Name and Date.
3. Open the Item Details section to enter the purchase details
4. Enter the inventory item(s) that are purchased, the quantity amount and the
amount that is paid.
5. The remainder of the information will be entered in the Category Details section
of the Expense transaction.
For Category, enter the Installment Purchases Liability Account.
For the Amount, enter a negative amount to offset the payment amount.
e The negative amount offsets most of the purchase minus what payment has
already been made in the real world.

@ Expere x + a

N o

(X Expense Dhkwaws G @ Hee X

fayes Paymang sceount

$200.00

v Category details

" CATEGORY DESCRIFTION AMOUNT

¥ ltem details

e If no payment has been made yet, enter the negative amount in the Category
Details field equal to the amount in the Item Details section, leaving the balance
paid as $0.00.
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L] . x o+ 0 X

€13 gbointuit com

() Expense B Takeat B @ nelp X

v Category details

" CATEGORY DESCRIFTION AMOUNT

¥ [tem details

®  PRODUCT/SERVICE DESCRIFTION ary RATE AMOUNT

Memo Total $0.00

8. Select Save and Close.

Record Vendor Payments for the Inventory
9. Select New+> Choose Expense, Check or a Bill transaction depending on the

10.
11.
12.
13.

14.
15.

process that reflects the vendor payment in the real world.

In this example, an Expense will be used.
Enter Vendors Name and Date.
For Category, enter the Installment Purchases Liability Account.
Enter the amount that is being paid as a positive number.
QuickBooks will see this as the amount being paid to the vendor, and will reduce
the amount of the liability account by this amount as well.

L - o x

() Expense R, Take at B @ e X

$300.00

Peymee. date Pay—ent meshod Retne.

v Category details

®  CATEGORY DESCRIFTION AMOUNT

¥ Item details

Select Save and Close.
Continue to make these payments until you have fully paid the vendor, and the
Liability account should balance to $0 to show that you no longer owe on that
inventory shipment.
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Record Vendor Refunds

Recording a direct refund can be done by creating a Bank Deposit. But what if
something more complex happens? If a vendor is overpaid, for example, and they
held the overage as a credit, it can be turned into a cash refund.

Scenario: The vendor sends a refund check, which is deposited into the checking
account directly.
1. Select New+> Bank Deposit
e The funds received in this deposit are not reported as income, it is money that
was overpaid on Expenses.
2. Forthatreason, use the Add Funds section to record the refund.
3. Enter the Vendor's name, in the account field, enter the same expense account
from the original overpayment that was made.
4. In the Amount column, enter the amount received from the vendor.
If a check was received for the refund, enter the check number in the Reference
Number field.

hd

i
> @ cl3gbointuitcom/app/depost

(< Bank Deposit @ nelp X

$25.00

¥ Add funds to this depesit

& RECEIVED FROM ACCOUNT DESCRIPTION PAYMENT METHOD REF NOL AMOUNT

6. Select Save and Close.
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View the Results
7. Select Reports > Profit and Loss
8. Locate the Expense account used > select the balance.
e The expense transactions will appear to show your payments.
e The refund will appear as well, lowering the total Expense account by the
amount refunded.

Collapse Sortw Add notes Edittitles [NE M e B

Buildem, Inc.

PROFIT AND LOSS
January 1 - August 27, 2020

TOTAL

Income

Total Income

GROSS PROFIT $0.00
~ Expenses
~ Insurance
Property Insurance 475.00
Total Insurance 475.00
Total Expenses $475.00
NET OPERATING INCOME $-475.00
NET INCOME $-475.00

Record the Refund of a Vendor Credit

Scenario: A vendor is holding a credit on the your account towards future

purchases. This is often the situation when a vendor is overpaid. Remember, this

refund is notincome. Use a Bank Deposit to record the funds.

1. New+ > Bank Deposit

2. The funds will be added in the Add Funds section.

3. Enter the Vendor name > in the Account field, select Accounts Payable, which is
where the credit is currently sitting.

4. Enter the refund amount > Save and Close.
(%) Bank Deposit @ e X

Account Date

$100.00

v Add funds to this deposit

& AECEIVED FROM ACCOUNT DESCRIFTION PAYMENT METHOD REF NO. AMOUNT

Add lires Clzar all lines Other funds total 5100.00
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5. Select Expenses > Vendors > Locate and select the Vendor name

6. On the Transaction List, the credit shows as Unapplied and the Deposit shows no
status. These two need to be joined to properly close them.

= Buildem, Inc. Bwyepets @up Q [ & @

Brosnahan Insurance Agency Edit

$0.00

| $100.00

.( Batch actions ) ( Filter = )

DATE TYPE NO. PAYEE CATEGORY TOTAL STATUS ACTION

| 08/01/2020 ".'enc'_};\-'_"ec'. Brosnahan Insurance. nsurancec\Work | ¥ 5-100.00 Unapplied View/Edit »

View/Edit =

7. Select New+> Pay Bills

8. Enter the Vendor name in the drop-down. The refund is not a bill, but does affect
the vendor balance.

9. Selectthe box to choose the Refund Deposit.

10. The Credit is automatically applied to the Deposit.

11. There is no payment to the Vendor in this case...so this is a $0 transaction. It's

purpose is to link the Credit from the vendor with the Deposited Refund.
12.Select Save and Close.

@ v x|+ SR
@ cidabainmat e 8 6 e
(“ Pay Bills @ X
Faymant acesunt Sayment gate Starting check no. el S e e T
o] Bsowsitzzsee | ouars ot e $0.00
Filter > 0
PAYEE REF NO. DAE DATE = GPEN BALANCE CREDIT APPLIED PAYMENT TOTAL AMGUNT
" o« 5100,
s10000
$20,000.00 50,00
100,00 5100 20 $100.00
Total payment  (LISD)
New aceount kalance

Cancal Schadulo paymants online =

Return to the Vendor Window

The Vendor Credit is now closed and the balance is settled for the deposit and credit
at $0.00.

Page 166 Mastering QuickBooks Level 2



Transfer Vendor Balance to a Customer
If vendors are also customers, interesting situations can sometimes arise.

e When the customer / vendor owes more money that they are owed, they might
want to use the amount they are owed to write off the amount they owe your
company.

Scenario: A vendor has agreed to lower the amount owed to them once their balance
is lowered by the amount on their open invoices.

There is no direct way to do this in QuickBooks, so a journal entry will need to be
used, to affect the open balance in Accounts Payable and their open balance in
Accounts Receivable.

(< Journal Entry #8 & @ X

& ACCOUNT DEBITS CREDITS DESCRIPTION NAME

In the first line, enter Accounts Payable in the Account field.

Enter the amount owed to the vendor that is being written off, in the Debit field.
Enter the Description “A/P used to offset A/R.”

In the Name field, enter the Vendors name from the Vendor List.

In the second line, enter Accounts Receivable in the Account field.

Enter the amount will be entered for you by QuickBooks, in the Credit field.
QuickBooks will enter a description for you to match the first description.

In the Name field, enter the name of the Vendor as it appears on the Customers
List.

Select Save and Close.

NGO~ WN =

X0
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® Fliickbooks = Buildem, Inc. G wepets @rep Q 3 & O

Vendors Prepare 1099 | =

$28,072 $20,037
20 PURCHASE ORDERS 5 OVERDUE

P
VENDOR « / COMPANY PHONE EMAIL OPEN BALANCE ACTION

0] A Cheung Limited [ 5105555723 AC@Cheunglimitad.com $6,700.00 Make poyment v
A1 Rental $13,269.38 Make payment v
Ay w i Senchory [Vaadony: 1 amy@birdsancuary.com $0.00 Create bill ¥
Annual Depreciation $0.00 Create bill ¥
ATM Withdrawal $0.01 Create bill ¥

| Bad Check Charges $0.00 Create bill »

e The Vendors List shows that there is no longer a balance with the vendor.
e The Customer list shows the customers balance reduced by the amount that was
written off.

There is one more step to close the bill that was issued by the Vendor.
10.Select Pay Bills
(<3 Pay Bills ® X

Payment sccount Payment date Stanting check no.

GTAL PAYMENT AMOUNT
Checking +  Balance $429,440.15 08/25/2020 TRANSFER Print later $0'00

Filter > ast 365 Days 6 open bills, 5 overdue @
| Pavee REF NO. DUEDATE & OPEN BALANCE CREDIT APPLIED PAYMENT TOTAL AMOUNT
|  ACheung Limited 06/06/2020 $6,200.00 Not able $0.00
| Imernet Provide 07/05/2020 567.80 50.00
] | Al Ren 07/09/2020 5$12,069.38 Not a 3 $0.00
|  ACheung Limited 07/25/2020 $500.00 N ble 5000
| Al Rents 08/10/2020 $1,200.00 Not available 30.00
| Amy's Bird Sanctuary [Vendor) 09/04/2020 $700.00 700.00 0.00 $700.00
1 bill selected $700.00 $700.00 $0.0¢ $700.00

Total payment (USD) 0.00

rent account balance  $429,450.15

Total payment $0.00
pay

Cancel Saveandclose v

11.Locate the bill from the vendor / customer.

12.Select the checkmark next to the bill and QBO shows a credit.

13.Because of the balance swap, this bill payment will be for $0.00

14.This closes the bill by attaching the journal entry credit to it.

15.Because no money is exchanging hands, enter TRANSFER in the check number
field.

16.Select Save and Close.
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Void Prior Year Checks

Voiding a check from a prior fiscal year takes some extra steps to ensure that the

Balance Sheet and Profit and Loss are not affected.
(' Check #80 @ Help X

AMOUNT

S — $100.00

Payee Bank Aceount

Mailing address Payment date Check no

Print lter

Sales Rep

v Category details

& CATEGORY DESCRIPTION AMOUNT

Add lines Clear all lines

» Item details

Scenario: A check was written last year to a Vendor, but it was lost, therefore never
cashed. To properly account for this, the check needs to be voided. If this check is in
the QuickBooks account, the bank account will be off by the amount the check was
presumably written for.

Here is the problem. The check was written last year, if it is voided, the balance sheet
will be altered, as well as last years profit and loss statements.

Create Journal Entries

Two Journal Entries must be created which recreate the check in last years financial

statements, then remove it from this years records. This will allow the statements for

both periods to be correct.

1. Locate the check in the QuickBooks account.

2. Note the date, accounts and the category, as well as the check number used on
the original check.
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Locate the Amount on Reports
1. Looking at the Profit and Loss, locate the Expense account. The fees will a part of

the account that need to be preserved from the voided check.
A MyEpens DHelp Q (3 & O

= Buildem, Inc.

Reports

ToTAL

i Maintenar 91999

Repairs 2
Total Automobils

817211

10,093.02

Tatal Interast Expanse 135877

2. Looking at the Balance Sheet, shows the bank account ending balance from the

previous year.
o If the following steps are followed properly, the Profit and Loss as well as the

Balance sheet from last year will not change.
Smyepes Duep Q 2 & ©

b giickbooks = Buildem, Inc.

- edittitles ([EN = & B

Buildem, Inc

BALANCE SHEET

ToTAL

000.0

597,195.34

585,606.86
770.0

4,000.0
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Journal Entries

The first step to voiding prior year checks is to create the journal entries that will
maintain the reports. To do this, it is necessary to know accounts and balances the
check currently affects, by a check through the Transaction Journal.

1.
2.
3.

©NOo A

9.

Open the Check

Select More (along the bottom of the screen) > Transaction Journal.

The report will show the Debits and Credits used in the check. Either print this
report out or write down the accounts and amounts of Debits and credits shown.
Select New+> Journal Entry

Enter the date as the date when the check was originally written.

In the first line, enter the Expense Account from the check.

Enter the amount of the check in the Debits column.

For the description on line one, enter a description to let you know why the
journal entry is being created. (e.g. "Voided prior period check #__ - lost in mail.)
In the second line the Account is the bank account used when writing the check.

10.The credit and description will be filled in automatically.
11.Select Save.

The Journal Entry will replace the check.

(2 Journal Entry #1 & (@ Help

L7

& ACCOUNT DEBITS CREDITS DESCRIPTION NAME
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Reversing the Journal Entry

To adjust this year's books to account for the voided check, it is required to reverse

the journal entry which will switch the debits and credits just entered.

12.At the bottom of the Journal Entry, select Reverse.

13. The Journal Entry is the same as the entry previously created, with an additional R.
This is QuickBooks’ way of marking that this entry is just the opposite of the entry it
was made from.

14.Change the date on the Reversed entry to January 1st of the current year.
QuickBooks does the rest by switching the debits and credits.

15.Accounts will also stay the same.

16.Select Save and Close.

(< Journal Entry #1R B @Heb X

Journal no.

& ACCOUNT DEBITS CREDITS DESCRIPTION NAME

a~

Void Check
It is now time to void the check.
1. Locate the check to void.
2. Select More > Void (located at the bottom of the Check window).
(X} Check #80 @ roie X

Payee Bank Accourt

S $100.00

v Category details

®  CATEGORY DESCRIFTION AMOUNT  CUSTOMER

Add lines

» Item details

3. Confirm the selection > select Ok
4. The check balance is now zero, and no longer affects the bank balance. The data

is retained including Vendor, Date, Check number and Accounts involved. The
check has a $) balance.
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View Results: Check Reports

Now that the books have been adjusted with Journal Entries and Voided the toxic

check, check the Profit and Loss and Balance Sheet statements for changes also

made.

1. Select Reports > Profit and Loss

2. Nothing has changed on last years P + L, the used Expense account is the same as
well.

@ gliickbooks = Buildem, Inc. Gmyexpes Drep Q (2 & O

ToTAL

Repairs and Maintenar 19.99

Total Automebile 817211

10,993.02

Total Interest Expanse 1,358.77

Office

Payr

Plants and 5
Rer

R

3. Return to the Reports page > Select Balance Sheet.
"""" = Buildem, Inc. I%w, Experts @He: Q ];' {td} (1]

ToTAL

$19.99

Rep:
Total Automobile 817211

10,993.02

1,358.77

4. Locate the bank account and notice no change as well.
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Close Unpaid Bill

If there are unpaid bills that will never be paid, for one reason or another, they need
to be closed out. To do so, it is necessary to close out the bills and remove associated

Expense and Accounts Payable balances. Record a Vendor Credit that uses the same
Expense account from the original Bill.
@ qlickbooks = Bulldem, Inc. & My Experts

( 4 MNow } Reparts

Ses a chart

Buildem, Inc.

AP AGING DETAIL

DATE TRAMSACTIONTYPE  NUM VENDOR DUE DATE PAST DUE AMOUNT OPEN BALANCE

Total for 1 or more days past due $1,000.00 £1,000.00

Total for 31 - 80 days past dus $12,137.18 s12,137.18

Total for 1. 30 days past dus 51,200.00 51,200.00
TOTAL 514,337.18 514,337.18

1. Select Reports> Accounts Payable Aging Detail.
2. Select to open the Bill.

3. Note the Expense account which was used and for how much.

(< Bill #4516 @ e X

o $1,000.00

Mailing address Terrma Bl dase Due date Bl na.

Permnit re.

v Category details

& CATEGORY DESCRIPFTION AMOUNT

Add lines Ciear all lnes

» Item details

Memo

Total §1,000.00

4. Select New+> Vendor Credit

5. Enter the same vendor name, the same account and the same amount > Click
Save and close.
e This Vendor Credit decreases the expense account and what is owed in

Accounts Payable. That is a good first step because it makes account balances
correct, but the credit and bill will still show as open on AP reports.
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Pay Bills
6. To close the credit and bill, select New+ > Pay Bills.
(X Pay Bills ® X

Payment sccount Paymant dote Starting thack na.

Balunce $457,402.15 Sr24120; 3 Print later B $0 .00

Filter > t 355 Dlay 7 e
PAYEE REF NO. BUE DATE « OPEN BALANCE CREDIT APPLIED PAYMENT TOTAL AMOUNT
v 19 @ $1,000.00 $1.000.00
20 4 $47.80 M $0.00
w0 4 31206938 ¢ 50.00
20 4 §1,200.00 A £0.00
$10,600.00 £0.00
£1,100.00 ¢ £0.00
$2,017.00 50.00
$1,000.00 $1.C $0.C $1,000.00

Total payment (USD)

Cancel Save and close =

7. Locate the bill > Select the check box beside it.
e QuickBooks will attach the credit to this Bill. This records the $0 bill payment
but closes the bill by applying the credit.
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Chapter 9

Projects and
Job Costing




Introduction

Learn about the Projects tab on the navigation bar and how it can be used to track
income and expenses. First a little background on projects...

e Set up a project anytime work is done for a customer and the amount of time
and money spent to complete the work needs to be tracked.

o After setup of the project is complete, anytime enter expenses or hours worked
are entered into QuickBooks, assign those expenses and hours to that project.

e When estimates are sent out, use the project, instead of the customer so that it's
possible to see all expenses and time, minus the income from invoices to see the

total job profitability.

When thinking about how to set up projects there are two scenarios to consider...
e Ifajobis”one and done” for a customer, set up a project to reflect that single
project. Assign all expenses, time and income to that project to measure it's

profitability.

e Ifajob has multiple locations/ rooms/ etc., set up each of the locations (for

example) as a different project.

Note: Starting with the end in mind is the most important part. Consider what reports
need to look like to provide the best data reporting for the project, and set things up

accordingly.

e To use projects, QuickBooks Plus or Advanced subscription types are required.
Lower subscription levels do not include the Projects feature.

Projects

Projects allow the tracking of income, material costs and labor expenses for the work
that is done. To use this feature, it must first be turned on.

1. Selectthe Gear Icon > Account and Settings > Advanced.

Account and Settings

Off
Off

Off

On

©n

United States Dollar

Off

MM/dd/yyyy
123,456.00
Customers
on

off

off

3 hours
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Select the toggle beside Projects to turn them on> Select Save.
To track profitability of a customer job, the next step is to set up a project of the
customer.

e If multiple jobs are done for one customer and it is necessary to track each job
separately, create separate projects for each job. Each project behaves as a
separate customer on transactions in QuickBooks. Both Sales and Purchase
transactions can be linked to Projects. This makes it possible to track the Income,
Cost and total Profit of each Project with reports.

Set up and Use Projects with Payroll

The projects center and payroll can be utilized together through QuickBooks to
accurately track costs for projects.

1. Select Projects > Select New

2. Enter the Project Name > Select Customers

3. Select the Customer associated with the project from your customer list.

4. If you do not see the customer available in your Customer list, select Add New.

5. Record any details about the job in the Notes field, if desired.

6. Select Save.

7. At thistime no transactions have been recorded related to this project but this
information will update as time, expenses and income are recorded.

8. If there are additional projects that need to be set up for this same customer,

select New Project.
9. QuickBooks will start tracking income and expenses for each project separately.

The projects page lists all current projects and provides a profitability snapshot.
Projects can also be viewed by customer name. To view this information
1. Select the Customer’s name

2. Select the Projects tab to see projects associated with that Customer.

It is important to set up the people who will be doing the work, before entering in any
time or expenses for a project. There are two groups of people that might work for a
business

e Employees that receive W2s

0 When you enter an employees time in QuickBooks, or import time from
TSheets, it is possible to include projects that were worked on, as well as what
pay type was related to that work (regular pay, overtime, etc.). QuickBooks
doesn'tinclude this time on project profitability reports right away.

0 Later, when payroll is run and employees are paid, QuickBooks uses payroll
info to calculate their paychecks and automatically updates project
profitability reports with their labor costs.

e Contractors that receive 1099s

0 Expenses, checks and bills are used to track the labor costs of contractors. If
you are only entering payments made to contractors, these will be included
on project profitability reports.
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Projects Center with Payroll

There are two ways to record project related purchases and contractor payments the
QuickBooks Online payroll and the projects center are being utilized.

Option 1: Online Banking

1.
2.

3.
4.
5. If this purchase was directly related to a project, it should be included when

Select Banking / Transactions

Locate the transaction in the Review tab> Select it on screen to fill out additional
details.

Enter the Payee details.

Enter an account in the Category field that best describes what you paid for.

calculating the job's profitability. Select the project name from the dropdown.

®) Categorize

Tags @

BANEK DETAIL Nadia's Nursery

@ Addatschment (D) Crestearsle (D) Exclude Split
Check this billable box if the expense will be applied to a customer through a
future invoice. This is useful if the customer is expected to provide reimbursement
for specific costs. This also depends on how customers are billed, either by fixed
fee or by time and materials.

. Select Add.

Option 2: Manual Entry

b WK =

Select New+

Choose either Bill, Check or Expense

Follow the usual steps to fill out the transaction.

In the Customer/Project dropdown, enter the Projects name.
Enter the amount > Select Save and Close.

Tracking payments for a W2 employee is a little different. The time employees
worked needs to be entered either on a single time activity, or their timesheet which
will allow cost of labor tracking.

1.
2.
3.

4.

Select New+ > Timesheet or Single Time Activity

Select the Employee

Enter the week when the work was completed. Timesheets are automatically set
to the current week until you select a different date range.

Enter the project the employee worked in the Project dropdown. Leave it blank if
there was no associated project.
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5. Choose the payroll item that represents the time the employee worked. These
items are created when Employees are set up and QuickBooks calculate the cost
for the employee’s work. If there is no detail available that matches what they
should be paid, edit their Pay information. Most of the time this will be Regular
Pay.

6. Check the box to mark this time as billable, to charge a customer for the time on a
future invoice.

7. Enter the hours worked each day.

8. If other projects were worked on during the week, add those details to another

line.
9. Select Save and Close.
© weekly Temesheet x  + o x
Weekly Timesheet 6 @ Hee X

e SUN MoN TUE WED THY FRI SAT
*  DETALS 20 21 22 23 24 25 26 T

Note: Timesheets are non-posting transactions, which means they will not update
project profitability reports. QuickBooks uses the time entered to calculate the
employee’s next paycheck. Once the employees are paid for the time by running
payroll, project profitability reports include the payroll costs.

The time activity tab on the Project page, tracks how much time employees have
worked on a project.

Collecting Income from Billable Time and Expenses

Now that expenses and time have been entered for a project, it is time to collect

income for it from a customer. Invoicing for a project is no different than invoicing for

a project name.

1. Select New+> Invoice

2. Enter the Projects name in the Customer dropdown.

3. Enter the rest of the invoice details. QuickBooks uses everything entered to
update the project profitability report’'s income section.

4. If a previously entered invoice is now being updated to include the project, any
connected transactions need to be updated as well, such as invoice payments.

5. Select Save and Close.
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Review the Updates

1.

Select Projects. This page lists all current projects and provides a snapshot of each
job's profitability.

2. Select a project to view more details.

The project profit margin and income versus costs graphs are available at the
top of the page.

Income comes from sales, like invoices and sales receipts. When starting a new
project, before entering sales, the income will be zero. Costs come from
expenses, checks, bills and time entered for a job.

3. Select the Overview section to view a summary of income and costs.

5.

Overview Transactions Time Activity Project Reports

$9,000.00 $3,420.02 $5,579.98

INCOME PROFIT

¥ INCOME 5%,000.00 v COST OF GOODS 50LD 51,500.00

# w EXPENSE §1,920.02

View how much the customer was charged for the project in the income section.
QuickBooks breaks up the income account, which comes from the products and
services sold. To see data that makes up these amounts, simply click on the
amount to see the individual transactions.

In the Cost section, view all costs for the project.

Note: Payroll expenses only appear after employees who worked on the project have
been paid. Entering type alone, will not make it appear as a Cost here.

6.
7.

8.

Select any of the numbers to see details about which transactions make them up.
Finally, view the profit for the project, which is the income from a project minus
the costs.

Select Add to project, if you notice something is missing, or if you need to record
additional transactions for this project.

Page 181



Review the Changes
9. Select Reports > Project Profitability Report

Collapse Sortw Addnotes Edit titles M a B {é}

Buildem, Inc.

PROJECT PROFITABILITY FOR DIEGO RODRIGUEZ'S DECK

All Dates
TOTAL
- Income

Sales 3,000.00
Sales of Product Income 6,000.00
Total Income $9,000.00

~ Cost of Goods Sold
Construction Labor 1,500.00

10. Another report that can be run is the Time Cost by Employee or Time Cost by
Vendor report which shows all the time the team has spent working on a project.

11. If time or expenses were marked as billable, keep track of what still needs an
invoice, by using this report, Unbilled Time and Expenses.

Overview Transactions Time Activity Pro]@,gt Reports

@ Project profitability

1] Time cost by employee or vendor
fﬂ\
ol '

Unbilled time and expenses

)

Transaction Tab
QuickBooks shows every transaction which has been entered for this project except
for non-billable time.

Overview Transgclions Time Activity Project Reports
PO oy A—
Filter =
DATE = TYPE NO. DUE DATE BALANCE TOTAL STATUS ACTION
23/2021 waice 1002 $9,000,00 Receive payment
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Time Activity tab

By default, time is listed by Month and Employee.

1. Select the date range arrow, select show all time, to see details of each
employee’s time for the project.

2. You can change how QuickBooks organizes time using the Month and Employee
menus.

Viow by: Group by:

Manth ~ | o Employee v

DATE EMPLOYEE/VENDOR SERVICE TOTALTIME 0 ToTAL COST BILLABLE TIME BILLABLE AM(

¥ 09/01/2020 - 09/30/2020 72:00 $0.00 0:00

At

Cost Tab

3. Inthe Cost column, QuickBooks show the cost of time.

4. The Cost of an employees time per hour comes from a special list on the Projects
page. Select Hourly Rates at the top of the Project page. Then you can assign the
costs of employee’s hourly rates.

Note: Rates listed here are not used on project profitability reports and only appear
on special time reports, or in the Time Activity tab for a project.

Finishing a Project

Once a project has finished, it is a good idea to mark it as completed. When the
Project page is open in the future, all completed project data will no longer be in
progress. It is possible to review old projects by changing from In Progress to All
Projects, then selecting Completed, in the status menu.

Set Up and Use Projects without Payroll

Even if payroll isn't used through QuickBooks, the projects center allows accurate
tracking of project costs.

Select Projects > Select New

Enter the Project Name > Select Customers

Select the Customer associated with the project from your customer list.

If you do not see the customer available in your Customer list, select Add New.
Record any details about the job in the Notes field, if desired.

Select Save.

ok W=

Information will update as time, expenses and income are recorded.

If there are additional projects that need to be set up for this same customer, select
New Project.

QuickBooks will start tracking income and expenses for each project separately.
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The projects page lists all current projects and provides a profitability snapshot.
Projects can also be viewed by customer name. To view this information

1. Select the Customer’s name

2. Select the Projects tab to see projects associated with that Customer.

New project
Project name *

Customer *

Notes

It is important to set up the people who will be doing the work, before entering in any
time or expenses for a project. There are two groups of people that might work for a
business
e Employees that receive W2s
0 When you enter an employees time in QuickBooks, or import time from
TSheets, it is possible to include projects that were worked on, as well as what
pay type was related to that work (regular pay, overtime, etc.). QuickBooks
doesn'tinclude this time on project profitability reports right away. These are
found on a special list on the Projects page.

e Contractors that receive 1099s
0 Expenses, checks and bills are used to track the labor costs of contractors. If
you are only entering payments made to contractors, these will be included
on project profitability reports.

If an employee is not listed, select Add Employee to set them up. Owners can also be
set up as an employee to track the cost of time.

Even if Payroll is not being used in the account, Employees can still be added to the
Employee list to track the cost of time.

1. Locate the Employees name, and select Add.

2. To add in the employees time cost for the company, if that is known, enter the rate
in the Rate field. Otherwise, use the calculator to break down the details.

QuickBooks calculates the employer portion of the taxes automatically.

3. Enter any additional details for taxes, workers comp, etc.

4. QuickBooks adds up all of the costs and shows the hourly total in the bottom right.

5. Select Add, and Save.

6. To make edits, you can select the pencil icon to change data at any time.
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Projects Center without Payroll

There are two ways to record project related purchases and contractor payments:
Option 1: Manual Entry

1. Select New+

2. Choose either Bill, Check or Expense

3. Follow the usual steps to fill out the transaction.

4. In the Customer/Project dropdown, enter the Projects name.

5. Enter the amount > Select Save and Close.
O Boper x  + o x
(» Expense Rlokestowr B @ Help K
'ayee ayment account [ oy TSR $0'00
Tags (D

v Category details

f CATEGORY (7 DESCRIPTION AMOUN

+]

Add ires Clenr sil Fres

» ltem details
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Option 2: Online Banking

1. Select Banking or Transactions > Locate the transaction
2. The Payee is who was paid.

3. Enter the Category to describe what was paid for.

4

If the purchase was directly related to a project, include it in the Customer field.
Choose a related customer or project from the dropdown list.

Bo
@
e
[}
{s}
0]

DATE = DESCRIPTION PAYEE CATEGORY OR MATCH  SPENT RECEIVED ACTION

Add

BANK DETAR Nacha's Nursery

il Addetachment (3) Crestearule (2) Exclude Split m

5. Select the billable box to include the expense on a future invoice to the customer.
Follow these steps any time to be reimbursed for specific costs.

6. Select Add when all information has been entered about the transaction
Note: Accounting for contractor labor is as easy as recording an expense, check or
bill using the methods mentioned above It is a little different however for W2

employees. Enter the time employees worked with a single-time activity or a
timesheet to track the cost of their labor.

7. Select New+ > Timesheet or Single Time Activity

8. Select the Employee

9. Enter the week when the work was completed. Timesheets are automatically set to
the current week until you select a different date range.

10.Enter the project the employee worked in the Project dropdown. Leave it blank if
there was no associated project.

11.Choose the payroll item that represents the time the employee worked. These
items are created when Employees are set up and QuickBooks calculate the cost
for the employee’s work. If there is no detail available that matches what they

should be paid, edit their Pay information. Most of the time this will be Regular
Pay.
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Weekly Timesheet & @ Hele X

SUN MON TUE WED THU FRI SAT
& DETAILS 13 14 15 16 17 TOTAL

Copy last timeshect

12. Check the box to mark this time as billable, to charge a customer for the time on
a future invoice.

13. Enter the hours worked each day.

14. If other projects were worked on during the week, add those details to another
line.

Select Save and Close.

Note: Timesheets are non-posting transactions, which means they will not update
project profitability reports. QuickBooks uses the time entered to calculate the
employee’s next paycheck. Once the employees are paid for the time by running
payroll, project profitability reports include the payroll costs.

The time activity tab on the Project page, tracks how much time employees have
worked on a project.
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Collecting Income from Billable Time and Expenses

Now that expenses and time have been entered for a project, it is time to collect
income for it from a customer. Invoicing for a project is no different than invoicing for
a project name.

1. Select New+> Invoice

2. Enter the Projects name in the Customer dropdown.
@ - x4 = a
(%2 Invoice B Tokea @& @re X

Custemer Custamer email
\ RALANCE DUT
T — RALANCE DU

$0.00

®  PRODUCT/SERVICE (7 DESCRIPFTION ary RATE AMOUNT

Add fines. Claar all Fines. Add biotal
Add sales tax

Total 50.00

3. Enter the rest of the invoice details. QuickBooks uses everything entered to
update the project profitability report’s income section.

4. If a previously entered invoice is now being updated to include the project, any
connected transactions need to be updated as well, such as invoice payments.

6. Select Save and Close.

Review the Updates
1. Select Projects. This page lists all current projects and provides a snapshot of each
job's profitability.
2. Select a project to view more details.
e The project profit margin and income versus costs graphs are available at the
top of the page.
e Income comes from sales, like invoices and sales receipts. When starting a new
project, before entering sales, the income will be zero. Costs come from
expenses, checks, bills and time entered for a job.
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Bo

456%
Overview Transactions Tirma Activity Project Reports
$9,000.00 $4,896.98 $4,103.02

w INCOME $2.000.00 * HOURLY TIME COST 5147656

o

v COSTOF GOODS SOLD 51,500.00

Select the Overview section to view a summary of income and costs.

View how much the customer was charged for the project in the income section.
QuickBooks breaks up the income account, which comes from the products and
services sold. To see data that makes up these amounts, simply click on the
amount to see the individual transactions.

In the Cost section, view all costs for the project.

Select any of the numbers to see details about which transactions make them up.
Finally, view the profit for the project, which is the income from a project minus
the costs.

Select Add to project, if you notice something is missing, or if you need to record
additional transactions for this project.

Review the Changes

11.
12.

13.
~_invoice, by using this report, Unbilled Time and Expenses.

Select Reports > Project Profitability Report

Another report that can be run is the Time Cost by Employee or Time Cost by
Vendor report which shows all the time the team has spent working on a project.
If time or expenses were marked as billable, keep track of what still needs an

Overview Transactions Time Activity Project Reports

@ Praject prefitability (without time costs)
a Time cost by employee or vendor
)
Unbkilled time and expenzes
~)
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Transaction Tab

QuickBooks shows every transaction which has been entered for this project except
for non-billable time. That will be listed under the Time Activity tab. By default, time is

listed by Month and Employee.
© cuscxtoon x  +

Cverview Tran: ?_cticms
J

8 O Geen

Buwesrs @we QA O & ©

Time Activity

NO.

Project Reports

DUE DATE

BALANCE TOTAL STATUS ACTION

Receive payment -

14. Select the date range arrow, select show all time, to see details of each
employee’s time for the project.

15. You can change how QuickBooks organizes time using the Month and Employee

menus.

16. In the Cost column, QuickBooks show the cost of time.

17. The Cost of an employees time per hour comes from a special list on the Projects
page. Select Hourly Rates at the top of the Project page. Then you can assign the

costs of employee’s hourly rates.

Note: Rates listed here are not used on project profitability reports and only appear
on special time reports, or in the Time Activity tab for a project.
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Account for Owner’s Time

Often, owners or partners are not paid directly for their time. They might receive a
share of the company’s income instead of a standard paycheck. This presents a
reporting project if they spend lots of time working on a job. Their time will not
appear on Job Costs reports.

Scenario: The owner of the company worked several hours last month on a job that
the company completed last month. The job looks very profitable for that reason. A
second job has no owner time, only work from the employees. The employees get
their paychecks, which applied their cost to the job cost report for that second job.
On paper, the second job was much less profitable. This may or may not be accurate,
because there was a great deal of unreported time on the first job.

It is necessary to get the owners cost on the report, even if they do not receive a
paycheck.

Account

Account Type

Goods Sold

*Detail Type

Use Cost of labor - COS to track the cost
of payi
pradu

e Be sureto have a Cost of Goods Sold account in the Chart of Accounts, name
this account Owner Time.
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Owners Time Account

1. Select Accounting> Chart of Accounts

2. In the Account Type dropdown, select Cost of Goods Sold.

3. In the Detail Type, select Cost of Labor.

4. The name will be Owner’'s Time. This account shows the time an owner worked on
a project.

Owners Contribution Account

Select Accounting> Chart of Accounts

In the Account Type dropdown, select Equity.

In the Detail Type, select Owners Equity.

The name will be Owner’s Contribution. There might already be an account set up
like this on the Chart of Accounts.

PoNO O

New Expense Transaction
1. Select New+> Expense

Note: The transaction will not affect the checking or bank type account associated,
but will increase Cost of Goods sold to show the cost of time on the project, and
increase the Owner’s Equity to show investment of the owner’s time into the
company.

(*: Expense D ok g @ meip X

v Category details

" CATEGORY DESERIPTION AMOUNT  CUSTOMER

» ltam details

Total $0.00

2. Enter the Owner’'s Name at the top, along with the date.

3. Enterthe Cost of Goods Sold account Owner’s Time in the Category section.

4. Enter the number of hours worked times the amount charged per hour, and
QuickBooks will figure out the cost of the owner’s time.

5. On the next line, enter the Equity account for that owner.

6. Inthe amount field enter a negative amount equal to the cost of time they
worked. Now the two lines balance each other out to create a $0 Expense.
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7. Select Save and Close to finish.

Dashboard

= Buildem, Inc. 0 My Experts

Profit and Loss Report

Repert period

Q ¢ & e

Run report

Buildem, Inc

PROFIT AND LOSS
snuary 1 - September 18

Total Income

Total Cost of Goods Seld §5,000.00
S $-5,000.00
Expenses
Total Expenses

JETINCOME $-5,000.00

Review the Changes

8. Select Reports > Profit and Loss by Customer

9. Filter the report for the Project the owner worked on.
10.Cost of Owner’s Time appears in the Cost

Estimate Cost vs. Actual Cost

Knowing the profit for each of your jobs or projects is useful, but QuickBooks can be
used to track estimated costs and income versus what really happened. Most project-
based companies already use Estimates. Estimates can be beneficial for

e Helping to communicate expectations with customers or perform progress

invoicing.

e Determining if you reach expected profit levels for a job.
While there is no report in QuickBooks to quickly compare estimated profit to the
actual profit, there is a report that compares actual income and expenses to
Budgeted amounts. You learn how to make a budget specifically for a project, and
then use that information to generate the Budget vs Actual report.
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This may not be as automated as some other features of QBO, but it is still a great
tool for tracking data on specific jobs.

Create a Budget for a Customer or Project

1. Selectthe Gear lcon> Budgeting.
2. Select Add Budget

Budgets are typically used for your entire company’s yearly budget, but that's not the
only thing they can do.

3. Selectthe Name

4. Use the Subdivide by Drop down menu to set this budget to only track one
customer.

5. Select Next to begin filling in your new Budget.

6. Select the correct month when entering in your data which allows for the best
reporting later.

7. Select the Income account.

Note: Budget information will not import from an Estimate, so it might be helpful to

have the Estimate open on another tab.

8. Enter the details for each desired category on the budget line.

9. Inthe Cost of Goods sold area, enter amounts that are expected to be spend on
the project. Typically, these budgets are created right after estimates are
accepted and finalized.

10. This is a simple budget for a simple job, but if there are multiple expense or
Income accounts involved, enter all of their values into the budget as well.

11. Select Save and Close to finish the Budget.
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Budget vs. Actual Report

It is now time to run a Budget vs. Actuals report.

@ gilickbooks = sulldem, Inc. 8 @ an o o
(_+New ) Budget vs. Actuals: Abraham Pimson's Kitchen - FY20 P&L Customers Report
Ruge pasod
” = = Run regart
e . .
- =86 ®

Buildem, Inc. &

BUBGET V5. ACTUALS: ABRAHAM PIMSON'S KITCHEN - FY20 PAL CUSTOMERS

ABRAHAM FIMSOHT KITCHEM REMODEL TOTAL ABRAHAM PIMSONS
ACTUAL  RUDGET  OWER BUDGET % OF AUBGET AcTuay BUDGET  OVER BUDGET  OF BUDGET ACTUAL BUDGET  OVER BUDGET
Total Income 50,00 50.00 50.00 0.00%  $500000 5500000 5000 10000 % 55.000.00 55.000.00 50.00
Tatal Coet of Goods Sald 5000 50.00 S0.00 0.00% 575000 5500.00 525000 15000 % ST50.00 $500.00 $250.00
FT 000 .00 .00 00% S4Z5000 450000 $-250.00 FhAd % S4.230.00 S4.500.00 §-250.00
Totel Expenses 50.00 0.00% 50.00 0.00% 50.00 50.00 S0.00
T INCOM $0.00 £0.00 £0.00 000%  $428000  £4.500.00 £.280.00 9484%  §228000  $4.500.00 £-280.00

e If there is more than one budget, select the Budget dropdown menu and choose
the budget to measure.

e The column titled Actual shows amounts directly from transactions. This is the
amount actually made or spent for the project.

e The next column shows data from Budgeted amounts, and the third column shows
how much over budget the actual expense or income was.

e The % of Budget column shows how much of the budget has been used so far.
This can be helpful for monitoring the progress of spending throughout the
project.

e The Over Budget column can be used to find how well a Project performs against
the Budget.

e The NetIncome line provides totals for each column.
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Chapter 10

Payroll




Introduction

QuickBooks Online Payroll does most things for you. Federal and state taxes are
automatically calculated. Those same Federal and State taxes paid automatically.
QuickBooks even files the paperwork for your taxes. Because QuickBooks automates
so much, there’s not much need for workarounds.

There are some things that are payroll related though...like employee pay advances
and reimbursements to pay those advances back...that can be a little tricky, and that's
what we'll focus on in this chapter.

Employee Loans and Advanced

If an employee needs an advance of their regular pay, it's important to know all the
steps needed from the very beginning.

Create an Asset Account
The first thing needed is an Asset account to track the balance of employees cash
advances.

1. Select Accounting > Chart of Accounts > New

Account

When do you want to start tracking your
fi a

inances from this account in QuickBooks?
S - '

Select Other Current Asset as the Account type
Enter Employee Cash Advance from the dropdown as the Detail Type.
Either enter in a new name or use the one QuickBooks provides.

e Anytime an advance is issued, this account’s balance goes up. When money is
deducted from an employees pay, the balance goes back down.

Page 197



Record the Loan to an Employee

1. Select New
2. If the employee is paid with a physical check, select Check. Choose an expense if
they are paid in any other way.

(% Check #1031 @ ree X

AMOUNT

| o T $800.00

Malling addrass Payment date Chack no.

Print latsr

Location

¥ Category details

¥ CATEGORY DESCRIPTION AMOUNT BILLABLE TAX  CUSTOMER CLASS

Add lines Clear all lines

» ltem details

Memo Total §800.00

Print check Order chocks Make recurring More

3. Enter the employees name, the correct date and if you are writing the check by
hand enter the check number too.

4. In the Category Details section, use the Employee Cash Advance account you
created earlier.

5. Enter a description to explain the situation. Enter the amount of the advance.

6. Save and Close.

- ey ; &
@ giiickbooks = Buildem, Inc. Amyepes @Hep Q N & O
T N, Chart of Accounts e
Chart of Accounts rnrerer ) (D
€Al sts
NAME TYPE DETAILTYPE QUICKBOOKS BALANCE  BANK BALANCE ACTION
View register v
View register v
0
42
her C Emg 00
her Cu 0 View ragister v
i = s
Other Current Assets R 0 View ragister v
urrent Assets Other Current Asset o0 View ragister v
Raw Materials Inventory Other Current Assets Other Current Assets 750.00 View register v
her Cu A 0,724.50 View register v
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Review the Changes
7. Select Accounting> Chart of Accounts

8. To see the effect of the check, locate the Employee Cash Advance account
balance.

Set Up a Loan Deduction

Eventually the employee pays back the advance you gave them, and the best way to
do this is to set up a payroll deduction.

1. Select Payroll > Employees

2. Select the Employees name > select the pencil next to Pay.

= Buildem, Inc. Bmyepers @Drp Q [ & O

T

James Kent

Edit employes

Emplayss details

3. Select Add to set up a new deduction.
4. Select Deduction/Contribution> Other Deduction> Cash Advance Repayment
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What deductions or contributions does James have?

Deduction/contribution or gamishment
Deduction/contribution  w

Deduction/contribution type

5. The Description is important, because this is what the employee sees on their

paycheck or pay stub. Enter, “Repayment of cash advance.” If the employee

agreed to a set amount to be deducted during each payroll enter that amount. If

the amount varies, or it will be set for each payroll, enter zero.

Deduct Loan Repayment from an Employee

First, look at the employee cash advance balance. The employee owes funds due

to cash advances, and because it's payday, some of their funds will be used to pay

back the advance and reduce the paycheck balance.

8. When Payroll is run, there is no payroll deduction field. To tell QuickBooks about
money coming out of the employees pay, click the pencil button.

N o

Run Payroll: Every Other Friday X

James Kent 51 ,{)2485

TOTAL 550.00 5100.00

9. Then open the Employee Deductions section. This will show the deductions set
up earlier. Before entering in anything, notice the Net Pay up at the top right.
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6. Enter the amount being repaid by the employee to reduce their net pay by that

amount.
Run Payroll: Every Other Friday

James Kent $1 424 85
2 g
Employes Address Pay pariod Pay date
Pay from Paid by
» Pay

» Employee taxes

TOTAL £250,00 £300.00

Cancel oK

7. Select submit payroll, to see what the employee will see on their paystub. You will
be able to also see what amount is taken out of the total pay, so there is no
question about why the pay for the employee is lower.

Linking the Deduction to the Asset Account

Now that you have created the deduction, you need to link the deduction you just set
up to the asset account you set up earlier so that QuickBooks reduces the Employee
Cash Advance balance with each deduction.

8. Click the Gear Icon> Payroll Settings

9. Scroll down to the pencil in Accounting section.

10. Select the pencil beside Other liabilities and assets.

11. Select Employee Cash Advances asset account from the drop-down menu.

12. Select continue > click Done.

Page 201



Chapter 11

Reports
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Introduction
QuickBooks Online has a lot of reports! In this chapter learn about specialty reports
and advanced options to create endless reports from your data.
You will learn
e How to use QuickBooks to create Budgets that will help track your financial
goals for the year.
e Budgets also let allow comparison of current income or expenses to year-to-date
budget. This feature allows active monitoring of all accounts.
e For QuickBooks Advanced users, Budgets can be directly important from Excel
spreadsheets.
e QuickBooks also reports to be exported to Excel or Google Sheets for further
data management.

Budgets

Through budgets, keep an eye on various business aspects by comparing projected
income, cost of goods sold and expenses to actual income, cost of goods sold, and
expenses. QuickBooks provides multiple ways to build and split Budgets for your
company. Learn how to
e Make Budgets for the whole company, specific customers, or even split your
budget into classes or locations.
e Run reports like the Budget Overview and the Budget vs Actual report to track
how much is spent against the set budget.

Create a Budget for the Company

1. To start entering a budget, click on the Gear icon...and select Budgeting.
2. Add Budget

3. QuickBooks assumes the budget being created is for the current fiscal year. To
create a budget for future or previous years, select the dropdown arrow and
select the proper date range.

4. Enter the desired name for the budget.
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Note: It's worth mentioning that you can enter as many budgets as desired, even
multiple budgets for the same year. Unique names are a recommendation for
keeping them separate and easy to find.

5. When entering a budget, QuickBooks assumes the projected values for the month
will be entered. That's why QuickBooks displays each month on the top column.

6. Enter in budgeted amount for each income, cost of goods sold and expense
accounts for an individual month.

7. When you eventually run a budget versus actual report, which compares actual
income and expenses to the budgeted amounts, monthly data will be available as
on the report as well as budget vs. actuals for the entire year.

8. Budgets do not have to be broken down by month, select the Interval dropdown
to select either quarterly or yearly if desired. The choice is entirely yours. If you've
been using QuickBooks Online for a long time, you can also have QuickBooks
pre-fill the budget for you based upon previous years’ data.

9. Select the Pre-Fill data dropdown arrow and select the year that includes budget
data for QuickBooks to use when filling in the budgeted income, cost of goods
sold and expenses.

10.Select Sub-Divide to divide the budget by additional criteria, such as customers,
classes and locations.

O s T = Ty

New Budget X

Nama * Fiscal Yoar Intorva Pra-fill data? Subdivide by

ACCOUNTS JAN FERB MaR APR MaY um i ' ocT MOV DFC TOTAL

Note: If desired class or location options aren’t available here, turn those options on
in Account and Settings.

e Selecting Customer allows you to create a budget for specific customers and
sub customers, and then compare the actual income, costs of goods sold, and
expenses.

o Classes or Locations allow the same thing. Selecting one of these options
creates a budget for just specific classes or locations.
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e Infact, you could even create individual budgets for each customer or job
through this budget window.

Select the Customer option.

. Then click the Add subdivided budget for drop down arrow...

3. Choose all of the customers or sub-customers you want to include on a budget
you're creating, or you could choose one name.

4. Fillin all of the budgeted income, costs of goods sold and expenses, then the

actual financial transactions with this customer can be compared against the

budgeted amounts at a later date. This is tremendously useful if you work in the

construction trade and need to build separate budgets for each project.

Once all of your options are selected, click Next.

6. QuickBooks displays fields where income forecasts and cost of good sold or

expense budgets can be entered.

B x [+ = O oK

M —

8]

< c # app.gbontut.com G H
2020 Budget X

Name *

ACCOUNTS JAN FLo MAR APR MAY JUN JuL AUG s ocT HOV DIC TOTAL

=D
7. To forecast income, enter the numbers here and then run a Budget vs. Actual
report that shows if those forecasts were met or not. To enter an amount, click in
the field and enter the budget or forecast amount.
8. Continue to enter amounts in each field as necessary.
9. If all amounts are budgeted or projected to be the same, click the blue arrow
button. QuickBooks copies the same number across all of the interval fields.
10.The column furthest to the right also displays a Total for the entire period.

e The currently selected account stays in place even when scrolling further down
the budget. This makes that line available for reference while looking at other
parts of the budget. When a new account is selected, the previously selected
account disappears from view and goes back to its original location.
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Entering budgeted expenses is the same as entering a projected income amount.

1. Select the expense or cost of goods sold that you want to budget and then enter
the budgeted amount for the interval.

2. Subtotals are displayed and totals just like it would on a Profit and Loss, for
example a projected Total Income, and a projected Net Income, which is all of the
projected income, minus the budgeted Costs of Goods Sold and Expenses.

e To change the interval period, select the Gear Icon, and choose a different
interval.

e Blank rows can be hidden by selecting “Hide Blank Rows,” but doing so also
makes it impossible for to alter the budgeted and forecasted amounts of
accounts that don't have any information entered yet.

3. Atany time, save progress by clicking Save. It's good to do this regularly because
filling out an entire budget can take some time, and if QBO is inactive for too long
it can log out; potentially losing unsaved progress.

Once the budget has been fully entered, select Save and Close.

The new budget will be available in the budget list.

To edit existing budgets, select the dropdown and select Edit.

To delete the existing budgets, select the dropdown and select Delete.

To run related reports for these budgets, select Reports.

Budgets Import budget Add budget

0 Budgets Redesign VWe made budgets even easier 1o use with more options and bemer customization. Lea

©NO A

BUDGETS PERIOD CREATED ON LAST UPDATED ACTION

an 2020 - Dec 2020 2020-09-14 2020-09-14 E'-'“‘E]

Budget Vs. Actual Report
The benefit of creating a budget is twofold.
e Use a budget to help you make better decisions and plan for purchases or sales
in the future.
e Use the budget to run budget versus actuals reports to compare what you want
to happen to what really happens. QuickBooks offers reports to fulfill both of
these benefits.
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Total Job Expenses

Total Unilities

IAN 2020

100.0

500.00

£00.0

900.00

FEB 2020

1.000.00

500.00
$4,600.00

$-4.900.00

MAR 2020

$300.00

$-300.00

1,000.00

$4,600.00

5490000

APR 2020

$300.00

$-300.00

1,000.00
500.00

$4,600.0

5-4.900.00

B

lildem, Inc

BUDGET OVERVIEW: FY2020 - FY20 P&L

MAY 2020

$300.00

500.00
$4,600.00

5.4.900.00

JUN 2020

5-4.900.00

JuLz020

$300.00

$-300.00

1,000.00

500.00

$4,600.00

5490000 S

AUG 2020 s£P 2020 ocT2020
$300.00 $300.00 $300.00
$-300.00 s !
0.00

1,000.00 o 1,000.00

500.00 500.00 500.00
$4,60000  $4,600.00  $4,600.00
490000 $-4900.00 $-4:900.00

NOV 2020

$300.00

$.300.00

DEC 2020

$300.00

1,000.00

$12.000.00

The first report is the Budget Overview report that details one of your existing
budgets, displaying all of the projected and budgeted amounts by account and by
the chosen interval when the budget was created. To see other budgets on the
account, click the Budget drop down arrow to see other options.

The other benefit to budgets is the ability to compare projection to the business’

actual performance with a Budget versus Actuals report.

This report lists eac

Total Cost of Goods Sold

Total Job Expenses

s

Total Unilities
Total Expenses

PERATING INCON

ACTUAL
$21,000.00
$400.00
$20,600.00
00.00
400.00
$4,550.00
$1605000 5
$1605000

Craig's Design and Landscaping Services &

JAN 2020

BUDGET  OVER BUDGET

$0.00

5300.00

$-300.00

1,000.00

500.00
$4,600.00
-4,900.00

4,900.00

$21,000.00

5100.00

$20,900.00

00,00

-200.00

100.00
$-50.00
520,950.00

520,950.00

% OF BUDGET

133.33%

6,866.67 %

80.00 %
98.91 %
327.55%

327.55 %

ACTUAL
$18,000.00
5500.00

§17,500.00

2,000.00

400.00
$6,800.00
510,700.00

$10,700.00

BUDGET VS. ACTUALS: FY2020 - FY20 P&L

BUDGET

5300.00

$-300.00

00.0

500.00
$4,600.00
$ -4,900.00

$ -4,900.00

FEB 2020
OVER BUDGET

5200.00

$17,800.00

100.00
$2,200.00
$15,600.00

$15,600.00

% OF BUDGET

166.67 %

5,833.33 %

200.00 %

£80.00 %
147.83 %
218.37 %

218.37 %

ACTUAL

$2,000.00

$23,000.00

400.00

$7,500.00

$15,500.00

MAR 2020

BUDGET  OVER BUDGET

$0.00

$300.00

$ -300.00

1,000.00

500.00
54,600.00
5-4,900.00

$ -4,900.00

$25,000.00

51,700.00

$23,300.00

2,000.00

100.00
52,900.00
$20,400.00

$20,400.00

h accountincluded in the budget.

For each account, QuickBooks displays the actual income and expenses
recorded for each interval, the budgeted amount, and the over budget amount.
If the over budget amount is a positive, that means more money was made than
projected for an income account you made more money than projected for an
income account or spent more money than projected for an expense account.
And finally, there is a bottom line, which is your projected net income versus the
actual amount.
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e If there are multiple budgets, choose between the various budgets by selecting
the Budget dropdown list. Change the report’s date range if desired to alter the
transactions that the report includes.

Budget vs. Actuals: FY2020 - FY20 P&L Report
<E ort list
Customize Save customization

Budget Show non.zer

Run repert

- (=N A

Craig's Design and Landscaping Services

BUDGET VS. ACTUALS: FY2020 - FY20 P&L
anuary - March, 2020

JAN 2020 FEB 2020 MAR 2020
ACTUAL BUDGET  OVER BUDGET % OF BUDGET ACTUAL BUDGET  OVER BUDGET % OF BUDGET ACTUAL BUDGET  OVER BUDGET % OF
000.00 21,000.00 18,000.00 8,000.00 25,000.00
Total Income $21,000.00 $0.00 $21,000.00 0.00%  $18,000.00 s0.00 $18,000.00 0.00%  $25,000.00 50.00 $25,000.00
t of Goo: I
Clntriction Labi 400.00 300.00 100.00 33.33% 500.00 300.00 200.00 66.67% 2,000.00 3
Total Cost of Goods Seld $400.00 $300.00 $100.00 133.33% $500.00 $300.00 $200.00 166.67 % $2,000.00 $300.00 $1,700.00 &
$20,600.00 5 -300.00 $20,900.00 -6,866.67 %  $17,500.00 5 -300.00 517,800.00 5833.33%  $23,000.00 5 -300.00 523,300.00 7.6
400.00 300.00 100.00 £00.00 300.00 300.00 200.00 % 200.00 300.00 100.00
150.00 200.00 50.00 75.00% 000.00 200,00 800.00 500.00 % 900.00 200.00
500.00 500.00 0.00 00.00% 500.00 500.00 0.00 00.00 % 500.00 500.00
C 00 200.0 50, 2 00 000.01 000.0 200.00 3,000.00 2
800.00 1,000.00 -200.00 80.00 % 2,000.00 1,000.00 1,000.00 200.00 % 3,000.00 1,000.00 2,000.00 3

QBO Advanced: Import Budgets from Excel

Many businesses that start using QuickBooks have already developed a budget in
Excel. It makes sense that they want to use that data to quickly build out their budget
in QuickBooks. If you have QuickBooks Online Advanced you can do just that.

= Buildern Inc 8 My Experts @ Halp Q L\' @ ]

BUDGETS PERIOD CREATED ON LAST UPDATED ACTION

1. Save the Excel document to your computer, and then use the Import Budget
button on the Budgeting screen to directly import the Excel file into QuickBooks.
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Import Budget X

Now you can import your Budget from
outside of Quickbooks

2. QuickBooks then provides a customized Excel template to build your Budget
Import. If necessary, download the sample to see the layout and paste in your
existing data.

3. When the information has been entered in the template, save the document, and
select that file in the Import window.

Import Budget X

Namas *

ACCOUNTS JAN FEB MAR APR MAY Jun Jur AUG SEP ocT NOV BEC TOTAL

4. The next window shows your information imported into the normal Budget setup
window. Give the budget a name, then Save.

Note: When the import feature is used, it is not possible to subdivide the Imported
budget for classes, locations or sub-customers.

Intro to Excel and Sheets
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QuickBooks Online is ready-built with great reporting features. For more detail about
the standard reporting options, check out our Mastering QuickBooks Online Level 1
chapter on Reporting.

However, while QuickBooks can meet many of your reporting needs, there are still a
few extra things beyond those features that might be useful, such as how Excel or
Google Sheets can expand reporting options.

e Everyreportin QuickBooks can be emailed, printed, or exported to allow for
greater access to your data.
e Once you export your data to Microsoft Excel or Google Sheets, you can do
anything with it!
You'll learn how to track commissions for your team by exporting data to Excel,
through the use of Custom

Track Commissions on Excel Spreadsheet

Turn on Custom Fields

1. Select Gear icon> Select Custom Fields
Using the Custom Field creator, enter the field details, (e.g. Sales Rep) and enter in
details pertaining to where this will appear on various forms (e.g. invoices, sales
receipts, etc.)

View Custom Fields on Reports

After using the custom field on transactions, it will be available for viewing on reports.

Scenario: Track Sales Reps on Sales Forms to track their commissions.

1. Select Reports> Sales by Customer Detail

2. Select Group By > Sales Rep> Refresh / rerun the report.

3. Now detailed information is available for the sales that each Rep makes. This is
valuable information, but there is no way to view commissions on this report. This
is not something that QuickBooks can do, but Excel has the ability.

Click the exporticon and select Export to Excel.

Locate and open the downloaded file. The report should be similar to the one in
QuickBooks. Excel is a vast and powerful program that is part database and part
calculator.

e Each Excel cell can be used to track specific numbers, words or mathematical

formulas.

@A

e In this case you want to use the information from QuickBooks to help you figure
out how much to pay your sales reps.

Calculating Sales Rep Commission
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Locate the total sales amount for your rep.

6. Choose a cell near the Total and enter the equals sign, to start the formula. This
lets Excel know you are not just entering numbers, but you are crafting a
mathematical formula.

7. While the cursor is still blinking in the formula cell, click another cell to use its
amount as part of your formula. Choose the total amount of sales.

e Scenario: You want to provide 15% of the total for commission.

8. Enter the asterisk sign to represent a multiplication operation, and enter .15 for
15 percent. Then select Enter.

If the column shows up as a series of number signs, the column is too narrow. Just
expand it at the top of the column by double clicking the right border and the column
will resize to fit the full amount.

The result of the formula shows in the cell, but the math is still in the formula bar.
Now that you have a correct formula, you can copy it and paste it for the other reps.

o Selectthe cell, right click, and choose copy.

Then choose the cell where this column meets the row with the next Sales Rep’s total
and right click, then select paste.
e The formula pastes into this cell. Excel is smart enough to know that we wanted
to use the total for the new Sales Rep.
e Since the original formula is still selected you can repeat this on the next Sales
Rep.
e Right click the cell in this column that lines up with the total for the final rep.
e Now you have your commissions for each rep.

Management Reports
QuickBooks can run a vast assortment of reports. When you need information like

e Sales details

e Payroll updates

e Sales tax information
You can run a report in QuickBooks. These reports are easy to find and run, but they
can lack details you might want to share with, for example your bank or an investor.
When you share data outside of your company, you want to provide good detailed
data that looks its best. This is where Management Reports come into play.
Management reports allow

e The look and feel of financial data to be adjusted.

e The additional of cover pages and/or letters.

e Combining of multiple reports into a single document with an integrated table
of contents.
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Run and Edit a Management Report

1. On the Reports page choose the Management Reports tab to see the default
report choices.
B mybxpets @DHp Q (3 B O

Management reports

CREATED BY LAST MODIFIED REPORT PERIOD ACTION

his Yea v View Vi,

Send

Payroll

Reports

2. Use these as they are, or select edit from the Action column, to create exactly what

you need.

Editing a Report
1. Select a report, then select the appropriate report period.

Management Report ® X
Template name
thhy Chver Repertpared oo Momh =
===
Cover styls Lega
@ Management Report

- -

Cowver title

Subtitle
Repart pariod
Prepared by

Propared date

Cancal Print cr Preview Advanced Save Sawe and close

2. All management reports are made up of different sections. Select any of these
sections on the left to make adjustments in the main screen.

3. A Cover Page allows you to start a report with basic information about what the
reports contain such as the business name and the report period. Change the look
and feel of the cover page by choosing one of the cover style templates.
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Management Report ® X

Template name
Repart pariod

Page title

Fage content

Table of Contents

4. QuickBooks also creates a table of contents for Management Report. The table of
contents will automatically update depending on the pages or reports that are
added.

Management Report ® X

Template name
Report period

Pags title

Page content

@ | BiD I M EIE EEE A

5. Use the Preliminary pages to pique the interest of investors or plead your case to
the bank. Create a page from scratch with basic tools found in most word
processors or paste a document from another program.

Note: There is not a one page limit, add additional pages by selecting the Add New
Page link.
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Management Report @ X

Tomplate name

Report pariod

Profit and Loss rofit and Loss &

e Next, the Reports tab allows any report to be added from QuickBooks, including
Custom Reports to be added. Remember, whichever reports are added here will
show up in the Table of Contents automatically.

Every good presentation needs a strong finish. Use the End Notes to emphasize
your point and establish a lasting impression!

Once you finish setting up your Management Report use the Print or Preview
button to view the finished product.

= Buildem Ine. 8 myespes P Help Q [ @B O

Management raports

NAME CREATED DY LAST MODIFIED REPORT PERIOD ACTION

Last Mont W view )

e After you save the report you can use the drop down arrow to continue editing, or to
send or export your report.
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Introduction

In this chapter you will learn some of the rarely used utilities that are helpful to know

about if you ever encounter the problems they solve. Learn how to

e Getrid of unbilled time and costs that doesn’t need to be passed along to
customers.

e Utilize options and limitations of importing and exporting company data.

e Learn how to purge data in QuickBooks online.
0 Note: There is no way to recover data once it is purged.

Remove All Billable Time and Costs

@ gliickbooks = Buildem, Inc. Guyexpen: @rep O (3 B
() CRID

$5,940 $1,001,156

2 ESTIMATES 92 UNBILLED ACTVITY.

s Batch actions v

CUSTOMER / PROJECT & / COMPANY  PHONE EMAIL CUSTOMER TYPE OPEN BALANCE ACTION

Abercrom! bie, Kristy 115.555.6579 risty@samplename.com  Govermment Croste invoice v
Bathroom Remods! kst ename. $0.0 Creats invoice v
Family Room-1 risty@samplaname.com 50,00 Crasta invoice -
Kitchen-1 rist 1, $0.00 Create invoice v

Allard, Robert 3! 42, allard@myemail. 0 Creote invoice v

At the top of the Customer list is a list for viewing Unbilled Activity. If there is a
balance there, it means that at some point an expense, check or bill was marked as
being billable to a customer... or maybe some time was marked as billable.

That means the customer will be invoiced for that expense or time on a future invoice.
Unbilled Activity can be very helpful if used correctly, but if the feature was used by
accident, or are unsure of how to use it, that list of unbilled transactions can be
frustrating.
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(Y} Expense

Payes Payment account

¥ | Balance $471,578.9

Payment date Payment method

v Category details

ATEGORY DESCRIPTION

Add lines

» Item details

& @ne X

$15.00

AMOUNT  BILLABLE TAX  CUSTOMER / PRI

Total $15.00

If billable checkboxes on transactions and time have been used to increase the
balance it is ok. But if these have been entered accidentally or incorrectly, it is
necessary to remove these charges. It would be possible, but not efficient to open
each transaction and uncheck the box.. OR use this little trick.

Log into QuickBooks Online company just like normal.
Then, click in the URL bar at the top of the browser. Highlight the portion that
reads homepage...and enter managebillableexpense instead.

1.
2.

3.
4.

Then press Enter.

This page helps to remove that billable tag from multiple transactions at the same
time. Enter a date in the Date field and click Save.

Note: Every transaction that happened before the date entered will have its billable
status unchecked and that unsightly unbilled activity balance will no longer exist.
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Export Company
There is no one button that Exports all QuickBooks Online Data, but it's possible to
get really close.

1. Selectthe Gear icon> Export Data. This allows data to be quickly exported. Export
important reports and list either one at a time, or individually.

- S -

2. This screen provides the option to export important reports such as the general
ledger and your financial statements for specific date ranges.

3. The Lists tab allows you to export your customer, vendor and employee list.
Choose to export all of it or only select the desired lists or reports. This feature is
useful to move information to another QBO company file, or if moving to
QuickBooks desktop.

Exporting data is an option, but it doesn’t work as a backup. Exporting these lists and

reports does not export individual transactions or a copy of the file but having these

reports and lists saved can be a big help to start a new company tile with the same
bas information as the current file.

Import Information from Other QBO Company

There is an option to move all data when switching from QuickBooks Desktop to
QuickBooks Online, but there is no such option to move data from one QBO file into
another. There is another way that things will have to be handled to copy information
from between two QBO accounts.

1. Select the Gear Icon > Export Data. Export each of important list from one
company.

2. Once the lists are exported from one account, switch to the other company, and
select the Gear Icon > Import Data. This allows customer, vendor, product and
service lists as well as the chart of accounts to be moved into the new account.
However, transactions will not be moved over.
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Note: Chapter 2 of this class has highly details instructions on importing these lists.
Watch those before importing these lists into the new account. It may not be a one-
click trick, but the import feature can be used to successfully move the most
important information from one company to another.

Purge Company

If your QuickBooks Online account is 60 days or newer you can choose to purge all of
the data you've entered and start over.

1. Login to your QuickBooks account

In the URL bar click, and remove "homepage”
2. Replace it with “purgecompany”

@ QuickBooks X +

&  httpsi//c11.gbo.intuit.com/app/purgecompany
t https://c11.qbo.intuit.com,
qb E“'Il.‘.ilcl(bu @ ps://c11.qbo.in com/app/purgecompany

Q  httpsy//c11.gbo.intuit.com/app/purgecompany - Google

@ Buildem, Inc.

3. Press Enter
4. Complete the steps as QuickBooks instructs you on the process of cleaning out
your data.
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Introduction
In this chapter you'll learn accounting tasks like

e Closing the books.
e You'll also learn about journal entries, including special considerations for
entering them into QuickBooks, as well as how to reverse a journal entry.
e This chapter is also very helpful for accounting professionals!
e How QuickBooks accounts for Retained Earnings...or enters the “Closing Entry”.
e How to work with your accountant in QuickBooks.
0 How to give your accountant access. How to exchange messages and
information with your accountant through QuickBooks online.
0 How to see the types of activities accountants can do with accounting records.

Journal Entry Rules

There are three reasons why general journal entries are entered into QuickBooks.

1. Entering transactions that can’t be entered using a built-in form like an invoice or
check.

2. To correct errors.

3. To make year-end adjustments.

e Journal entries can be a challenge, especially for those without an accounting
background. To fully understand journal entries, it is necessary to understand
debits, credits...and how each affects different types of accounts.

Note: If you do not fully understand journal entries, do not create them without first
consulting with your accountant to provide you the right information.
If you happen to be an accountant, or someone who does understands journal
entries, it is important to know the following journal entry “rules”.
e A name must be specified for entries to accounts receivable, accounts payable,
and sales tax payable. This lets QuickBooks assign the entry to the correct name
in the subledger.

Journal entries to accounts payable or accounts receivable DO affect the sub-ledgers
balance...but they still need to be applied to individual transactions. If they are not,
they will just remain open and can cause problems on your aging reports.

Journal entries to accounts payable do not affect 1099 tax forms. To correct any
amount being reported for a vendor on a 1099, make sure to use an Expense or Cost
of Goods Sold account, which will appear properly.

Journal entries to accounts receivable do appear on customer statements.

Journal entries made to payroll liability accounts do not affect the built-in payroll
system and payroll reports

Note: Be careful with journal entries, because even though they work pretty well
when you're trying to update a Profit & Loss or Balance Sheet statement, they won't
alter your sales or purchases reports. So they're good for fixing errors, but in terms of
everyday use, try to minimize your use of journal entries as much as you can and use
the built-in forms like an invoice, credit memo, bill or check.
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Reversing a Journal Entry

Accountants occasionally enter a General Journal Entry in one accounting period and
then reverse the journal entry in the following period. Whatever the reason, reversing
a journal entry keeps the original journal entry and simply adds another exact
opposite to your books, that way they both offset or zero each other out.

(<} Journal Entry #11 B @ rele X

B ACCOUNT DEBITS CREDITS  DESCRIPTION MAME

1. To create a reverse journal entry, just open the entry that needs to be reversed.
2. Select the Reverse button at the bottom.

@
X

(< Journal Entry #11R

®  ACCOUNT DEBITS CREDITS DESCRIFTION NAME

QuickBooks enters the reversal as a new journal entry. It takes the amounts from the
original journal entry and moves them to the other column, making the original
Debits...Credits, and making the original Credits...Debits.
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The date of the reverse journal entry is always the first of the next month, and
QuickBooks numbers the new journal entry as the same on, but adds an R.

Year-End Procedures

As an advanced user, you might take an active role working with your accountant
throughout the year but especially at year-end. You'll learn

e How QuickBooks calculates your Net Income and Retained Earnings based on
the date of your reports. A lot of people think there is a specific year-end journal
entry you have to perform to move those two numbers around, but in
QuickBooks, you don't have to do anything special at all.

e About a journal entry that can zero out equity balances at the beginning of the
new fiscal year. This is not a requirement, but a lot of businesses like to see
these numbers folded into retained earnings each year.

e How easy itis to invite your accountant to your QuickBooks file. This means they
can see your numbers to do the work they need to do.

Closing Entries

It's a common belief among new QuickBooks users that there’s something special
they need to do at the beginning or end of the year to move one year's profit into
retained earnings, or to close things out so that they can start the next year fresh.
There is nothing special that has to be done between one year and another.

@ quickbooks = Suildemine. 8 Myexpens  (B) He Q H & o

( + MNow ) Yom

Tatal Repaire 281500

Total Taxes 935282

Tosal Travel 6,570.00

Tatal Usilities 7,350.00
5290002464
£181,600.90

$181,600.90

On a Profit and Loss statement for a fiscal year, QuickBooks shows the Net Income
for the entire year. Net Income is the total income minus cost of goods sold and
expenses for your business, so it's the profit the business took in over that
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period. When the date is changed to the beginning of the next year it goes to zero
automatically. Nothing special needs to be done to make this happen, it's all about
the dates on the reports.

@ giiickbooks = Buildem ne. 8 Wwepes @ Q O © O
TOTAL B
Total Credit Cords $657.12

FICA/MED Payable
Withheld
Total Payroll Liabilities 1.671.64

Total Other Current Lisbilities 56,671.64
Total Current Liabilities $§7,928.76

Total Lon; $149,342.88

Total Liabilities $157,271.64

Total Owner's Equity 50,000.00

Hatlvconia 81,6009
Total Equity $357,397.74
TOTAL LIABILITIES AND EQUITY $514,669.38

On the bottom of the Balance sheet, QuickBooks keeps track of the profit from
previous years in the balance called Retained Earnings. This balance comes from all
of the previous year’s net incomes added up together. This happens automatically
without any journal entries. QuickBooks just gives one number or the other based
entirely on the date range you enter for the report.

This method works great in nearly every situation. But there are some other balances
that businesses sometimes like to “reset” when a new year starts. In particular, Owner
Draws and Contributions. The reason some businesses like to reset these to zero at
the start of each year is that these balances tend to increase or decrease forever and
business owners often like to just see how much they've taken as draws over the
course of a single year, and also have those draws factored into retained earnings.

Reset Equity at the Beginning of the Year

1. Select New+> Journal Entry

2. SelectJan. 1t as the date range.

3. On the first line, enter the Equity account to zero out.

e Ifitis necessary to increase the balance of the account to have it zero out, enter
the amount to increase it by as a Credit. This is usually the case with equity Draw
accounts.

e Ifthereis a need to decrease the balance down to zero, enter the amount to
decrease by as a Debit.

4. On the second line, enter the Retained Earnings account. QuickBooks fills in the
appropriate amount in the Credit or Debit.
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5. Select Save and Close.

Revisit the Balance Sheet

6. Select Reports > Search for the Balance Sheet

7. The Owners Draw balance is zero.

8. The Retained Earnings will lower by the amount of the Owners Draw.

Review the Effects on Last Year

1. Change the date on the Balance sheet to the last day of the previous year (e.g.
12/31/2019)

2. The Owners Draw is still here, now you can see exactly how much was draw each
year without it affecting the next year.

Note: This procedure doesn’t need to happen for every company, but it does help to
explain retained earnings a little and it makes the equity section much cleaner.

Invite Accountant

1. Click the Gear menu and select Manage Users.
2. Click the Accountants tab.
3. Enter your accountant’'s email address, and click Invite.

ab a’a’;ckbooks = Buildem, Inc. 0 % @ Help O\ G é:_é}

Dashboard

Banking

Expenses \ °
Sales
it An accountant can be your best business partner

Workers Make it easy to work together. Invite yours to your QuickBooks.

Invite

Your accountant and members of their firm will have admin
access to your company data.

Reports

Taxes

Mileage

Accounting
My Accountant

Apps {'1] No accountant? No worries.
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QBO Accountant

There's a special version of QuickBooks Online built specifically for accountants and
bookkeepers who work with multiple clients. QuickBooks Online Accountant works
as a hub for all clients by helping accountants keep track of the firm’s bookkeeping
and also connects them to all of their clients.

As soon as a client invites their accountant to be the accountant for the company, a
free QuickBooks Accountant account is created. This can be accessed at
https://quickbooks.intuit.com/accountants/products-solutions/accounting/online/ or
just go to the website where you can sign up for a QuickBooks Online Accountant
account.

@A-..-'.ou-':n-'-: =  GOTOOUICKBOOKS « E Accountant Te @ Q, [';! @ @ O
Ruvaldt and Associates Feedback?
YOUR PRACTICE

Ovorview | Baokies ) aQ Voo

CLIENT / CONTACT EMAIL 7 PHONE BANKING FREF FOR TAXES TAX RETURNS LEAD ACTIONS

@ Cralg's Design a gboshooting30«10@,,, Croate tax reterm R
Clionts
YOUR BOOKS ) Rock Castls Can. Croato L3 rotur " Edit dliont |+

QBO Accountant looks and feels like QuickBooks Online but it has a few extra
features. The Navbar on the left is divided into two sections:

e Your Practice helps keep track of clients and the work that needs to be
completed for them. This section also provides some training and certification
options. Some features can also be used communicate with clients and request
documents.

e The Your Books section works just like any other version of QuickBooks. It's in
this section, can track the firm’s finances, invoice clients, record purchases, and
the things taught in this manual and the accompanying video training.
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https://quickbooks.intuit.com/accountants/products-solutions/accounting/online/

ALLCUENTS

Craig's Design and Landscaping

Jason Ruvaldt's Company
Miflennium Insurance Solutions, Inc,

Rock Castle Construstion and
Landscaping

e Afew extra buttons in are available in QuickBooks Online Accountant.

e There is a button towards the top that acts as a drop-down menu to move back
and forth between different clients’ books. Select the button and choose which
the company to view.

e Done working with that company? Select the button again and move over to
another client. This eliminates the need to log in and out of a bunch of different
companies with separate usernames and passwords, saving you time.

QUICK LINKS TOoOLS

Chart of accounts Reclassify transactions
Journal entrias Reports options
Reconcile Write off invoices

Reports Prep for taxes

Voided/deleted transactions ProConnect Tax Online (3

Close books

New window 3

The Accountants Tools button provides access in clients files to frequently used tools,
as features exclusive to QuickBooks Online Accountant.

e From this menu you can reclassify transactions in a batch if there are lots of

things to fix and also write off batches of old invoices that will never be
collected.

Accountant Client Dashboard
The Your Practice section of the Navbar helps organize the work related to clients.

@Accountant = GOTOQUKKBOOKS v  [5J Accountant Tools @) Help Search Qa Q0 8 @ o
Ruvaldt and Associates Feedback? (NEII
Jason's clients.
'YOUR PRACTICE
Team -
o A v m °
ProAdvisor
Work CLIENT / CONTACT EMAIL/ PHONE BANKING PREP FOR TAXES TAX RETURNS LEAD ACTIONS
g @ Cuaig'sDesigna... gboshooting30=108... Create tax roturn R Edit client| v
Clients. Real Werld Train... Create tax return Edit client| v
YOUR BOOKS @ Rock Castle Con... Create tax return R Edit client | =
Overview
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e The clients screen lists all of the businesses that have invited you to be their
accountant from within their QBO accounts. Click Add Client at the top right to
create a new QBO account for a client.

e This screen lists your client’s contact information as well as how up to date they

are on their downloaded transactions in the banking center.

Select Create tax return to export their information to Proconnect Tax. This makes tax
filing much more efficient since you're just transferring the adjusted and confirmed
financial information from your client’s books right to Proconnect Tax. And since
Intuit designs and updates both of these products, you can be sure that they know
how to communicate with each other.

There's more to the Your Practice section than just the Clients page though.

@ Accountant =  GOTOQUICKBOOKS v

T Team

B Accountant Tools @ Help

JOBTITLE EMAIL ACCESS

Master Adm

A0S @ o

Feedback?

=

=@ ©

STATUS ACTION

1. Selectthe Team tab...to see a list of people that have been given access to the

QBO Accountant account.

2. Select Add Users, which allows users to be added and certifications to be tracked.
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@ Accountant = GOTOQUICKBOOKS v [ Accountant Tools @ Help Qa N 8 e o
( + New ) Benefits  Training
YOUR PRACTICE Ruvaldt and Associates Firm 1D 1231 4573 8351 652 AQ :
Prafavisor 4 1 75 POINTS
0 200 800 1601

Work History SILVER Gold Pttty Bl
Apps
Clients > EARN POINTS
YOUR BOOKS
- YOUR BENEFITS " —
Overview CURRENT TIER
Dashboard GOLD @ PLATINUM @ cuTE
Expe

COVID-19 accountant resources

[ ] L
o
Reports Goto
playbook

Cash flow planner A ® [ ]
Mileage

Create a forecast to help your clisuts with Luportant

3. The ProAdvisor section provides access to special marketing tools that help with
growth and advertisement of services to other QuickBooks Online users. There is

ok

also some training available in this section.

@Accountam = GOTOQUICKBOOKS + 5] AccountantTools @ Help Q 0 & & ©
Ruvaldt and Associates Feedback? | Notifications CManageiemp‘MﬂS) (c@mchent retlu-est) Create project
Friday, August 28
YOUR PRACTICE
All ~ All types v From QuickBook oo
P om QuickBooks @) g9
i ToDAY: 1 THIS WEEK: 0 NEXTWEEK: 2 NEXT 30 DAYS: 0
Work u N AN = -- i
App: Documents @ You have 19 unaccepted @)
e you to send m e transactions )
Clie Ecsipes 4
YOUR BOOKS SEP
4
Ove You have 17 unaccepted
transactions
Dashboard
Expe
Reports
fileage

The Work tab allows organization of the tasks that are left to perform for clients.
QuickBooks lists tasks to do today...this week...next week...or in the next thirty

days.

The Create client request section automatically updates some tasks, but tasks can
also be added with the Create Client Request button.

Just enter a name for the request, the client you want to send it to, and some
more details. The request will appear on the Work page, and it's also sent to the

client.
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Undo a Reconciliation

Normally once a reconciliation is complete, there is no way to undo it. It is possible to
open the account’s register and un-reconcile individual transactions, but this takes a
lot of time and it's also prone to error. As the accountant for a company though, you
can do something very special...undo an entire reconciliation.

1. Select the Gear menu > select Reconcile

2. From the reconciliation window, select History by account.

e This window displays every reconciliation that meets parameters selected at the
top of the screen.

= Bulldemlnc. v =] Accountant Tools B MyExperts (D) Help Q G @

Reconcile

History by account
Account Repert period
b

STATEMENT ENDING DATE  RECONCILED ON ENDING BALANCE CHANGES AUTO ADJUSTMENT ACTION

View report ¥

View report v

Payroll

Reports

Mileage

ting

3. Inthe Changes column, any time a cleared transaction has been changed or
deleted, the changes appear in this column.

e Seeing a number in this column is a bad thing because as long as the
reconciliation was performed correctly, there should be no change in the
amounts of cleared transaction or for the transaction to be deleted.
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4. Select Report to view a reconciliation report and view the individual transactions
involved in the reconciliation.
= Buildemlne [ Accountant Tecls 8 Myexpens @) Help o [ @

Raconcile

History by account
Agcount Roport pariod

w

STATEMENT ENDING DATE  RECONCILED ON ENDING BALANCE CHANGES AUTO ADJUSTMENT  ACTION
/29202 0R/25/203 0,000.00 5,000.0 600000 View report W

42019 02252020 1,00 5,14 17, 185,06 View report ¥

5. To use the special Accountant feature to undo the reconciliation entirely, select

the Action drop-down arrow and choose Undo.

e Choosing this option deletes the reconciliation report, deletes any auto-
adjustments that were made due to performing a reconciliation with a difference,
and it also unclears all of the transactions that were cleared in that
reconciliation. But, if a reconciliation was performed in error, or just want to start
over again, it really is the best option.
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Reclassify Transactions

For accountants, there is a Reclassify Transactions feature available, which allows lots
of changes to be made quickly.

1. To access this feature, select Accountant Tools along.
2. Inthe tools column, select Reclassify Transactions.

QUICK LINKS TOOLS

Chart of accounts Month-end review (Bookkeeping review)

Journal entries Notes

Reconcile Reclassify transactions
Reports Reports options
Voided/deleted transactions Write off invaices
Close books Prep for taxes

New window % ProConnect Tax Online (3

3. In the Reclassify Transactions window, locate the transactions that need to be
changed. Search for the desired criteria using the filter options available.

= BuidemInc. v [ Accountant Tools 8 MyExperts  (?) Help Q 0B

<} i i Feedback?
A G Reclassify Transactions eedbac
3 From: To:
Profit and loss v
X 07/01/2020 07/31/2020 Less filters

Profit and loss

Type Customer/Vendor Modify
Balance sheet

Al v All v All v
Account: Al

ACCOUNT AMOUNT
Find transactions
Construction Income

Income
Labor Income
Income
Sales.
Income §19.525.00

Sales of Product Income.

Income $36.45
+ '
Sales Price of Property i +
Income 200,000.00
Shipping Income
Income $0.00 . ’ ¢

Do a quick cleanup
Reclassify the account, class on a bunch of transactions at ance, Select a
date range to find the transactions you want te change.
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4. QuickBooks organizes this window so that you can search for transactions based
on whether they affected a specific Profit and Loss account...or a Balance Sheet
account. It divides it this way because usually when the feature is needed, it will

be necessary to correct a lot of that have to do with a specific account and this is
just the easiest way to find them.

Account types

Basis

® Acerual

ACCOUNT

Unilities

Buildem, Inc. ~

é Accounta

{

AMOUNT

Reclassify Transactions
From: To

72020
Type CustomerVandar Madify

Account: Utilities

Find transactions

0 vransaction lines selected: $0.00

DATE TYPE DOC HUM ACCOUNT MEMO/DESCRIP...

CUSTOMER/VEN...

NET AMOUNT
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Scenario: A company uses a parent account such as utilities, when it should have
been subaccount of that account to get more detail on their reports. To do so, it
would be necessary to search for the parent account in order to see all of the

transactions associated with it.
Locate the filters at the top right. These can be used to narrow down the search

1.

2
3.
4.
5

even further. Look for transactions within a selected range of dates.
Of a specific type you're searching for.

With a specific class currently assigned to it.

Based on what customer or vendor name currently appears on it.
Based on how you want to modify it.

QuickBooks, by default organizing the transaction by date with the earliest
transaction appearing first, but the list can be resorted by clicking any of the column

= Buildem Inc. v [ Accountant Tools 8 MyExpers  (2) Help
< Reclassify Transactions

Account types
- From: To:
Profit and loss v

01/01/2020 07/31/2020 Less filters
Pas's Type Customar/Vendor Modify
® Accrual Cash

Al v Cal Telephone v Al v
utilities

Account: Uilities
ACCOUNT AMOUNT

Find transactions

Urilities

Expenses $605.00

3 transaction lines selected: $387.00

03/14/2020  Expense Urilities Cal Telephor

02/08/2020  Expense Urilities

~| 01/04/2020 Expense Unilities Cal Telephone

|v| Date TYPE DOCNUM ACCOUNT MEMO/DESCRIP...  CUSTOMER/VEN...

e @

Feedback?

NET AMOUNT
$130.00
$85.00

$172.00

Select the boxes of the transaction that need to be changed, or select the top left

checkbox to change them all.
Select Reclassi

Reclassify transactions

Change account to

Select a new account for the selected transactions, or change the desired class,

then select Apply.
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Chapter 14

Multicurrency
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Introduction

If you work with customers, vendors, employees or bank accounts in other countries it
adds another layer of complexity to bookkeeping because you have to deal with
exchange rates. In this chapter you'll learn how to turn on multicurrency, how
multicurrency works with customers and vendors as well as how to deal with Realized
and Unrealized gains and losses.

e It'simportant to note that once you turn on multicurrency there is no way to turn it off.

Test Drive - Try out Multicurrency

1. If interested in multicurrency, it is possible to turn it on in the QuickBooks Test
Drive to see how it would look once turned on in your own QuickBooks Online
file.

Search for the url gbo.intuit.com/redir/testdrive

In the test drive, follow steps 1 and 2 below to turn it on and try it out.

w N

Multicurrency Introduction

1. The first step is to turn on the multicurrency setting.
2. Select the Gear Icon > Account and Settings > Advanced Tab

Account and Settings @ nep X

Automation

¢ g2

On

Cithar preforencos Date format MM/dd/iyyyy

123,456.00

3. Inthe Advanced Tab, toggle on Multicurrency.
4. Once itisturned on, be sure to choose the currencies that are commonly dealt
with in the QuickBooks file.

Note: Check up on the currencies by selecting Gear > Currencies.
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& Giiickbooks = sampls Company B, wy txq @ur Q (2 F @

Currencies

Home currency: USD - United States Dollar

CURRENCY uso LAST UPDATED ACTION

Roprts

5. Here you can view a list of currently active currencies. To add a New currency,
select New to add additional currencies from the drop-down list.

6. Currency exchange rates change all the time, and QuickBooks updates them
automatically. You can see the current rate here or you could choose to update
the rate yourself with the Edit Currency Exchange option.

Set Up Foreign Currency Bank Account

If your company has bank accounts in multiple countries, you may need to track your
cash in currencies other than your home currency. Fortunately, when you set up a
bank account in QuickBooks you can choose the currency that you deposit and
withdraw from it.

1. Select Accounting > Chart of Accounts > New

2. Choose Bank as the type

3. Select Checking as the detail type

4. Select the Currency for the account.

Note: Once you set the currency for the account, you are not able to change it later.
5. Select Save and Close.

Foreign Currency Vendor and Bills

Currencies must be applied to Vendors and Customers. A currency cannot be
recorded when a transaction is created, QuickBooks will assign the currency based
on the account used, vendor you're paying or customer you're charging. This is why it
is important to assign a currency anytime a vendor or customer is added to your
QuickBooks account.

One Vendor Paying with Multiple Currencies

If you have a vendor that you pay with multiple currencies then you need to set up

separate vendors to represent the different currencies you use to pay them.

6. Select Expenses> Vendors > New

7. Enter the Vendor name

8. Enter the Currency they are paid with

Note: Just like bank accounts, it is not possible to change currency once this has

been chosen.

9. Once Multicurrency is turned on, QuickBooks assigns home currency to all of your
existing Vendors.
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Review the Changes by Creating a Bill
3. Select New+ > Bill
4. Enter the Vendor name
5. QuickBooks shows the currency they charged by that vendor, as well as the
current exchange rate with your home currency.
 gill @ e

Vendor

$0.00

Mailing address Termna Bill dote. Due date Bill no.

& CATEGORY DESCRIPTION AMOUNT (CAD)

Add lines Clear all lines

Memo Total (CAD) 0.00

Total (USD) 0.00

6. When you start using multicurrency with Bills QuickBooks sets up separate
Accounts Payable accounts for each currency.

7. Enter the Category and Amount owed.

8. Select Save and Close.

9. You now owe money to the Vendor.

Pay Foreign Currency Vendor and Bills

If a bill has been entered into the account for the Vendor, but a change has taken
place since on the exchange rate, this will affect Accounts Payable.

Scenario: A bill is owed in Canadian funds, but the US dollar has since lost it's value
against the Canadian dollar. This bill will still be for the same amount in Canadian
dollars, but will cost you more US dollars to pay it off.

1. Select Expenses > Vendor > Select the Vendor name to view the transaction.

2. Select the bill transaction to open it.

3. Look atthe amount for the US dollar value. At the time the bill was created, this

line shows what the amount in US dollars would have been to pay off the bill. The
difference between this number and what you eventually pay it for is what's called

a realized gain or loss.
4. Close the transaction by selecting Save.
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Currency Exchange Rates
e Selectthe Gearicon > Currencies
= Buildem, Inc. & My Experts ® Help Q Q ‘I—O.-} @

Currencies

Home currency: USD - United States Dollar

CURRENCY usp LAST UPDATED ACTION

49  D8/20/2020 at 08:00 AM C Edit eurrancy exchange v

EUR - Euro 1.184631 ":%"20:2020 at 08:00 AM Central Daylight Time Edit currency exchange »

Note: This is not something that will be done routinely on the account. Currency
exchange rates update automatically. The rate of exchange can be updated manually,
but QuickBooks by default takes care of this for you. If for any reason the rate needed
to be manually updated, this is where you would do so. After selecting Save, the
exchange rate would be updated.

Paying the Bill

1. Select New+> Pay Bills

2. QuickBooks separates your bills between currencies. The First window shows your
home currency bills.

3. Select the drop-down menu, and select the currency to pay the Vendor with.

B Cononcie x|+ - a8 x
« ~ & cogbalniuitcom/apnpaytl B 6 cun i
= .
(' Pay Bills @ X
Paymenteecoun: Pa ymen: date Starting chek no. Ahigliatity i
Bilancs S737500 | carznizn: 5 Pt ot $0.00
Cumeney
E’\
USD United States Dollar
IF NO. DUL DATE = OPLN BALANCE CRLDIT APPLILD PAYMINT TOTALAMOUNT
0.0 S0.00
Total payment (USD] 0.00
Cancal Schadula payments online

Select the Bill to Pay.

Select the bank account where the funds are coming out of to be able to pay the
bill, and the exchange rate will update.

6. Select Save and Close.

@~
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Review the Changes

1. Select Expenses > Vendors

2. Locate the Vendor that was just paid. The balance should lower based on the
amount paid to the vendor for the original amount listed on the bill.

3. Select Reports > Profit and Loss.

4. The accounts affected by the bill on this report include the Account category
chosen on the original bill, as well as the bank account where the funds were
taken out of. A third account affected on this report is an Exchange Gain or Loss
account. This account will show the difference between the original bill’s cost to
the actual cost when it is paid.

Bank Fees 25.00
Car Repairs 300.00
Charitable Contributions 300.00
Closing Fees 5,000.00
Interest Expense 400.00
Landscaping 500.00
Office Supplies 783.26
Rent & Lease 4,900.00
Total Expenses $12,208.26
NET OPERATING INCOME $791.74
~ Other Income
NSF Check Fee Income 50.00
Total Other Income $50.00

- Other Expenses

Unrealized Gain or Loss 0.00

I Exchange Gain or Loss 242.65
Total Other Expenses $242.65

NET OTHER INCOME $-192.65

NET INCOME $599.09

Accrual basis Thursday, August 20,2020 11:58 AM GMT-05:00

Note: When rates change in favor of your home currency this account goes down,
and when rates change unfavorably, this account goes up.
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Foreign Currency Customer and Invoices

You also need to assign currencies to customers. QuickBooks uses the Customers List

to keep track of which currency each customer pays you with.

1. Select Sales > Customer > New

2. Enter the Customer Name and desired details.
3. Select the Payments and Billing tab along the bottom of the screen.
4

This is where you select the currency the customer uses when they pay you.

Customer information

Title  First name Middle name Lastname

Company

* Display name as

Print on check as || Use disg

fo | Payment and billing
Preferred payment method

Preferred delivery method

Email

Phone Mobile Fax

Other Wabsite

Terms

This customer pays me with

R

Note: This is important because after you save the customer you can’t go back and
change it.
5. Once you have entered all details for the customer, select Save and Close.

Create a New Invoice

6. Select New+ > Enter the Customer from the drop-down.

7. The customer currency appears on the invoice along with the exchange rate.

8. Enter sales, with the product or service and amount as usual.

Note: QuickBooks show both the customer’s currency and it's conversion into the

home currency on the account.

9. Select Save and Close.

10.Visit the Customer transaction list to see that the customer owes you for the
invoice, and the amount is in their desired currency.
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®  PRODUCT/SERVICE (7 DESCRIFTION aTty RATE AMOUNT (CAD) TAX

Badd lires Clear all lines Addd substets Subtotal 1,000.00

Message an inveice Taxsble subtotsl $0.00

$0.00
See the math

Based on location w

Total 1cam) 1,000.00

Total (USD) 1,000.00

Balance due (CAD) 1,000.00

Receive Payment for Foreign Currency Customer

If you or your customer’s currency changes in value between when you sent them an
invoice and when they pay you, QuickBooks reflects that change on your financial
statements.

Select Sales > Customer

The Customers list shows what the customer are invoiced.

Select the Customer

From the Customer Transaction list, select the invoice.

Notice the amount listed in your currency at the bottom of the screen. At the time
you sent the invoice, the total here is the amount you would have received. The
difference between this number and the number you eventually receive is called a
realized gain or loss.

b wh =

Currency Exchange Rates

e Select the Gear icon > Currencies

Note: This is not something that will be done routinely on the account. Currency
exchange rates update automatically. The rate of exchange can be updated manually,
but QuickBooks by default takes care of this for you. If for any reason the rate needed
to be manually updated, this is where you would do so. After selecting Save, the
exchange rate would be updated.

Receiving the Payment

1. Select New+> Receive Payment

2. Select the drop-down menu, and select Customer. The currency the customer is
paying you in, and the rate will appear.

3. Enter the amount being paid.

The amount will be available in both the customers currency and your currency on the

payment transaction. Notice the difference based on the exchange rate.

Select Save and Close.
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Payment dote

Payment methed Reference na. Depatitto

Outstanding Transactions

Filter >

J DESCRIPTION DUE DATE

Review the Changes

4.
5.

N

Select Sales > Customers

ORIGINAL AMOUNT

Amount received

OPEN BALANCE PAYMENT
Tatal (CAD] 000.0¢
Tatal (USD) 200,00

Amount to Apply

Amount to Credit

Locate the Customer that just paid off their invoice. The balance should lower

based on the amount paid from the customer for the amount listed on the invoice.

Select Reports > Profit and Loss.
The accounts affected by the bill on this report include the Income account

associated with the product/ service purchased, as well as the bank account
where the funds were added through the deposit. A third account affected on this
report is an Exchange Gain or Loss account. This account will show the difference

between the original invoice amount to the actual funds that were received.

@ Buildem, inc. - QuickBooks Onlir X | 4

&« C @ chgbo.intuitcom/app/reportv2ftoken=PANDL &show logo=falseidate macro=tt

= Buildem, Inc.

Dashboard

Payroll
Raports

Taxes

Mileage

Accounting

Apps

isyeartodate&low date=01/01/2020&high_date=08/20/20208&

lumn=total&show

o x

wrows=activedishowcols=activedi.. &

f_% My Experts @ Help O\ [3 {(é} e

ToTAL

$14,000.00

25.00

$12,208.26
$1.791.74

$50.00

0.00

42.65

Total Other Expanses
NET OTHER INCOME
NETINCOME

$42.65
§7.35
$1,799.09

20,2020 12:44 PM GMT-05:00

Note: When rates change in favor of your home currency this account goes down,

and when rates change unfavorably, this account goes up.
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