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TOP 10 MISTAKES MY CLIENTS MAKE AND HOwW TO FIX
THEM

We all have clients who are using QuickBooks but are they all using it correctly? Many of these
clients have learned to use the software by trial and error. Clients think that since a check looks
like a check and an invoice looks like an invoice; they too can be a bookkeeper. Without
accounting training and the time spent on looking at many of the different reports, quite often they
believe everything is fine. By going through the following 10 issues, and the related “fixes” you
will be better equipped to quickly and easily identify the most common errors and understand the
alternatives to effectively and efficiently correct the situation.

Although it is never fun to tell a client they have been entering information incorrectly, this reality
does provide you a great opportunity to develop a closer relationship with the client as their
QuickBooks expert and to train them how to use the software to provide better business
information for compliance and decision making purposes.

OBJECTIVES

e Determine if your client has done these 10 things wrong

e Obtain a basic understanding of the alternatives available to fix these errors
e Learn methods of working efficiently with QuickBooks client’s data files

e Explore the symptoms and causes of these common mistakes

e Discover the solutions to eliminate the errors in the future
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NOTES ABOUT APPROACH

Because various users choose to use the navigators, or not, and may customize the icon bar, our
instructions will use the menu bar at the top of the software. QUICKBOOKS: PREMIER 2008:
ACCOUNTANT EDITION is the version of the software we will be using. While many of the fixes
will work with other versions, this is the most comprehensive and feature rich product that
includes reports and functionality accountants want and need. We are using the sample data file
included with the software to make it easy for you to test the solutions with your own copy of the
software back in your office.

72 Sample - QuickBooks: Premier Accountant Edition 2008

File Edit %iew Lisks Accountant Company  Cuskomers Wendors Employeess Banking Reports  Window  Help

Also, the majority of these fixes require that you have access to the live data file. Many solutions
cannot be implemented when using the Accountant’s Review Copy of the data. There are many
ways to access the live data including working at the client’s office, obtaining a back up of the
data to use in your office (don't forget to remind the client not to enter any transactions while you
have it or your back up will overwrite their information), utilize the Accountant’s Copy or use
QuickBooks: Premier 2008: Accountant Edition feature of Remote Access. While we cannot get
into the details on all of these methods here, there is a free recorded webcast on remote access
that you may find valuable at

http://accountant.intuit.com/training_cpe/archived webcasts.aspx#sectionl



http://accountant.intuit.com/training_cpe/archived_webcasts.aspx#section1
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BONUS NOTES

One thing you can never do enough is back up the data. Do not overwrite the previous backups.
Back up before you start and at every major step along the way. In most cases you will not need
to restore the back up, but if you do, being able to restore the data to a specific point in time is
critical. Backing up to the client’s hard drive is OK (but make sure you know where you have
saved the files), but it is recommended that you burn a CD or copy the backup files to a USB
drive so you can take them with you. What has worked well for me is to back it up using today’s
date then add a letter to subsequent backups, as the naming convention for the back-up file.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: File > Save Copy or Backup

Save Backup Copy: Options

Local badkup only
Tell us where to save your backup copies (required)

Folder |,"::'|,Dnu:|_|ments and Settings\all Users\Documents), | [ Erowse... ]

Add the date and time of the backup to the file name {recommended)
[] Limit the number of saved on-demand backup copies to per folder

Online and local badkup
Remind me to back up when I dose my company file every times.

Select an option to verify that your company data is OK (e.q., not corrupted)
when you save. Which option should I choose?

(¥) Complete verification {recommended)
() Quicker verification (faster but less thorough)

() Mo verification (not recommended)

[ oK ] [ Cancel ] [ Help
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Within QuickBooks there is no undo, undelete, or any other way to say “Oops, | didn't mean to do
that.” For this reason, in addition to the back ups, it is recommended that you print any
information you may need. This may be a report, it may be the journal entry associated with a
transaction, etc. When you print the report, don't forget to print the report to one page wide,
landscape may increase the font size slightly, and to widen any columns that contain critical data
that may be cut off by moving the diamond to the right at the top of the column.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Invoice > Journal > Print Report

Print Reporis

Settings Margins

IIII X

Prink
Canon imageCLASS D300 on USEOOL W options. .. Cancel
A3CIT ket File W Help
Mote: Toinstall additional printers or ko change port -
assignments, use the Windows Control Panel, Preview
Orientation: Page Range:
{(®) Portrait ® al
() Landscape O Pages:
From: Ta:
Page Breaks:

Mumber of copies: |1

Collate

[] smart page breaks (widoworphan contral)

Fit: report ko |1 pagels) wide [ 1 Print in calar {color printers only)

For major changes, those that will take considerable time, and the situations where information
has been entered incorrectly, have the client sit with you while the changes are made serves
three purposes:

They see the results of the situation they have created which will hopefully help them to do better
in the future.

They understand the changes that have been made in the file which will often eliminate the
subsequent calls about what you did or why things look different than before.

They know firsthand the amount of time it took for you to correct the problem which will hopefully
remove the “surprise factor” when they receive your request for payment.

10
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CHART OF ACCOUNTS ERROR

ERRORS & SYMPTOMS
e Common Errors:

o0 Duplicate accounts
o0 Accounts duplicate the function of customers, vendors, or items
e Primary Indication: Extremely long chart of accounts list

e Supplemental Symptom: The presentation on the Balance Sheet and Profit & Loss
reports looks wrong (i.e. accounts are set up with an incorrect type)

One of the easiest places for most accountants to start is to deal with chart of accounts issues.
Based on experience and training, it is usually quickly apparent if the chart of accounts is too
long, if there are duplicates, or if the accounts have been set up as the wrong type. The account
type controls the presentation for financial reports. In addition it is used for the highest level of
subtotals.

Looking over the chart of accounts list or creating the Balance Sheet and Profit & Loss reports will
provide an indication of the extent of the issue.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Lists > Chart of Accounts

Sample Larry's Landscaping & Garden Supply - QuickBooks: Premier Accountant Edition 2008

File Edit Wiew Lists Accountant Company  Cuskomers  Wendors Emplovees  Banking Reports  Window  Help

@ & & = E¥ & Y i @

Home Customer Center  Vendor Center  Emploves Center | Report Center | Online Banking | Help © Inwoice

"® Chart of Accounts E][E|PX| |

Balance Total

+Cash Expenditures .
+5avings # |Bank. 5,937.50

+Barter Account Bank, 0.00
+Accounts Receivable Accounts Receivable 35,310.02
+Prepaid Insurance Other Current Asset 500,00
+Emploves advances Other Current Asset 100,00
+Inventory Asset Cther Current Asset 6,937.05
¢ Indeposited Funds Other Current Asset 110,00
+Truck, Fixed Asset 12,025.00

+fccumulated Depreciation Fixed Asset -1,725.00

+riginal Purchase Fixed Assek 13,750.00
+Accounts Pavable Accounts Pavable Z,578.69
+Zaldil Card Credit Card 1,403.99
+QuickBooks Credit Card Credit Card 70.00

+QBCC Field OFfice £ |Credit Card 45,00

+QBCC Home Office £ |Credit Card 25.00

+QBCC Sales Dept £ |Credit Card 0,00
+Payroll Liabilities Other Current Liability 4,090,70
«Direct Deposit Liabilities Other Current Liability 0.00
+Payments on Account Other Current Liability -1,520.00

+5ales Tax Pavable Other Current Liability Z.0586,50

11



Top 10 QuickBooks Mistakes Clients Make

12



Top 10 QuickBooks Mistakes Clients Make

CHART OF ACCOUNTS FIXES

EDIT ACCOUNT TYPE

For the chart of accounts, the edit option permits a change of account name or a change of an
account type (except changing to or from Accounts Receivable or Accounts Payable). This
option, when used carefully, can correct data entry errors in total, rather than transaction-by-
transaction. Because this option does change the account in total, prior periods may be affected.
Depending on the timing of the change, and the magnitude, it may be better to edit the individual
transactions or do a journal entry to correctly reclassify the balance to a new account, and then
use the check box option to make the old account inactive. For a new QuickBooks client,
however, this can save countless hours and tedious corrections to correct the existing chart of
accounts.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Lists > Chart of Accounts >
Single click on the account to be changed > Edit > Edit Account

I Edit Account

||"|'|' Account Tvpe | Expense b

Account Name |R

[ 5ubaccount of

Cptional
Description

Moke

Taz-Line Mappind | schedule C: Car and Fruck ... % | How do I choose the right Eax line?

[] Track reimbursed expenses in Income Acck,

[ account is inactkive Save & Close l [ Cancel

MERGE ACCOUNTS

A variation on the edit procedure is to edit the name to match another name on the same list.
When the OK button is clicked, the software states: “This name is already being used. Would you
like to merge them?” If you choose yes, all of the transactions using the name being edited will be
merged into the changed name. Use this option carefully, since there is no easy way to undo a
merge, except transaction-by-transaction.

If accounts have been set up incorrectly, it is possible to edit or merge the information. To edit an
account permits a change of account name or a change of an account type (except changing to
or from Accounts Receivable or Accounts Payable). This option, when used carefully, can correct
data entry errors in total, rather than transaction-by-transaction. Because this option does change
the account in total, prior periods may be affected. Depending on the timing of the change, and

13
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the magnitude, it may be better to edit the individual transactions or do a journal entry to correctly
reclassify the balance, and then use the option to make the account inactive.

A variation on the edit procedure is to edit the name to match another account of the same type.
When the OK button is clicked, the software states: “This name is already being used. Would you
like to merge them?” If you choose yes, all of the transactions in the account being edited will be
merged into the account with the same name. Use this option carefully, since there is no easy
way to undo a merge, except transaction-by-transaction.

PATH: Lists > Chart of Accounts > Single click on the account to be merged > Edit > Edit Account >
Change name or number > OK

TIP: If the two accounts on the chart of accounts list to be merged are different account types,
changing the name and the type cannot be done in one step. First change the account type and then
change the name to merge the accounts together.

NOTE: Be vety careful when metging. The information will remain for the account that the name is
being changed to, not the name that is being changed. For example, if an account has been created
that is called B of A Checking and the account number from the bank has been entered on the edit
account screen, then a new account just called Checking has been created without the account
number. If B of A Checking is merged into Checking, the remaining account will not have the
account number. If Checking is merged into B of A Checking, the account number will remain. The
same is true for the other lists. For example, a customer with the address is merged into a customer
without the address; the previous information will be lost!

TRICK: When the accounting preference for account numbers has been turned on, it is possible to
merge accounts simply by having the same account number. The name will not matter. Again, just
like in the previous example, the account name will remain for the account number that the changed
account will be merged into.

NOTE: When Balance Sheet accounts are merged, any cleared transactions are metged into the new
account as uncleared.

EDIT ACCOUNT DETAILS

In addition to using the edit feature to change the account type and merge accounts together, the
edit feature also controls sub-accounts and inactive status.

Sub-accounts

The advantage of sub-accounts is that the detail can be displayed on financial statement reports
for management purposes. But with the simple click of a button, the sub-accounts can be “rolled
up” into the “main” account for summarized presentation.

PATH: Lists > Chart of Accounts > Single click on the account to be changed > Edit > Edit Account >
Mark checkbox for sub-account of > Choose account > OK

TRICK: In addition to using the edit feature to make the account a sub-account, it is also possible to
use the mouse to click on the diamond to the left of the account name, drag it below the “main”
account and then drag it “under” the main account to have it remain as a sub-account.

14
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QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Reports > Company & Financial >
Profit & Loss Standard

File Edit View Lists Accountant Company ©Customers “endors Employees Banking Reports  ‘Window Help

® 0 & & = F ©:! 6B & H # B & & # B B

Home Customer Center  VYendor Center  Employee Center  Report Center  Help  ©  Rept  Inwoice Return  Estimate Itemn Bill Pay Bills Check Payment Deposit

Dpen Windows

Hide Header || Collapse Refresh

v | From [1201/2007 [H] To |E;1512m? Columns | Tatal only v | Sort By [Default v

10:41 PM Carl's Computer Shop
1215107 Profit & Loss
Acerual Basis December 1 - 15, 2007

+ Dec1-15,01 ¢«
Ordinary Income Expense
Income
Sales
Merchandise P 4291767 L}
Service 32,931.00
Total Sales 7584867

Total Income 7584567

Cost of Goods Seold

Cost of Goods Sold 2015847
Total COGS 20,158.47
Gross Profit 5569020
Expense
Automobile Expense 186.00
Marketing & Advertising 650.00
Merchant Fees 38013
Office Expenses 244.00
Payroll Expenses
Gross Wages 1,360.00
Officer’'s Compensation 1 BEE.ET
PR Tax Expense 342.69
Total Payroll Expenses 3,369.36

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Reports > Company & Financial >
Profit & Loss Standard > Collapse

File Edit Wiew Lists Accountant Company Customers Wendors Employees Banking Reports window  Help

® | & & @ = BF |®@ B & B & | B B

Home: Customer Center  Yendor Center  Emplovee Center  Report Center  Help  © Rept Inwoice  Return  Estimate Tterm Eill Pay Bils Check Payment Deposit

I Profit & Loss

DOpen Wind
Dates From | 12/0142007 (]| To [12/15/2007 [E] columns | Total anly v | sart By [Default v
10:43 PM Carl's Computer Shop
12507 Profit & Loss
Accrual Basis December 1 - 15, 2007

e Dec1-15 07 «
Ordinary IncomeExpense

Income
Sales 75,048 67
Total Income » T554567 4

Cost of Goods Sold

Cost of Goods Sold 20,158 47
Total COGS 20,158.47
Gross Profit 55,600.20
Expense
Automobile Expense 186.00
Marketing & Advertising 650.00
Merchamt Fees 38013
Office Expenses 244.00
Payroll Expenses 3,360.36

15
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INACTIVE ACCOUNTS

Accounts with activity cannot be deleted since those transactions will have “nowhere to go.” The
most important advantage to making an account inactive is that an inactive account no longer
appears on the pull down list when entering transactions. The accounts will still appear on
reports if they are needed.

PATH: Lists > Chart of Accounts > Single click on the account to be changed > Edit > Edit Account >
Mark checkbox for inactive > OK

i2 Sample Carl's Computer Shop - QuickBooks: Premien Accountant Edition 2008

File Edit Wwiew Lists Accountant Company Customers Wendors Emplovees Banking Reports  Window Help

® 0 & & 02 & B ' B @ H & B ®© & =#H B

Home: Customer Center  Wendor Cenker  Employee Center  Repork Center  Help @ Rcpt Inwoice Return  Estimate Item Eill Pay Bills Check Payme

* hart of Accoun 7 Edit Account

Marne ”‘Tr Account Type |Expense hd

E: it +5ales Tax Payable
Chart of Accounts +Opening Bal Equity
+Retainad Earnings
+5ales
sConsignment Sales Account Mame |Charitable Contributions
+Discaunts Given
+Merchandise [ subaccount of
<+ 3ervice
+5hipping and Handling Optional
+Cost of Goods Sold Description | Contributions
«Purchase Discounts
«Purchases
+Automobile Expense
+Bad Debt Expense
«Bank Service Charges Mate |
+Charitable Contributions
+Depreciation Expense Taz-Line Mapping |Schedule Kk-Deductions: ... w | How dolchoose the right bax line?
+Dues and Subscriptions
+Equipment: Rental
+Franchise Fees
+Insurance
#Health Insurance
< Liability Insurance
+Inkerest Expense

“ acrount v [ actjvities .]E

Open Windows

[ Save & Close l ’ Cancel

TIP: In addition to using the edit feature to make an account inactive, the inactive choice is available
by right clicking with the mouse on the account. Also, if all of the inactive accounts are displayed on
the chart of accounts list, clicking in the “X* column is a quick and easy to make accounts inactive.

NOTE: If a memorized transaction has been coded to an account that is subsequently marked as
inactive, that transaction will continue to use the inactive account.
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ACCOUNTS PAYABLE ERROR

ERROR & SYMPTOMS
e Common error: Client enters bills, and then writes checks

e Primary Indication: The AP Aging Reports shows many very old bills
e Supplemental Symptoms:

o0 Accounts Payable balance is very high

0 Expenses seem unreasonably high

0 The bank account balance looks right

The quickest and easiest way to look for this Accounts Payable error is to review the A/P Aging
Summary report.

The Accounts Payable Aging Summary provides a quick snapshot on the outstanding bills as of a
specific date. Most of the amounts should be relatively current. An extremely old amount may
indicate an error or a situation that requires an adjustment. Consistently old amounts due can
indicate a profitability or cash flow situation that should be addressed immediately. Any lines that
have a zero balance in total show that all transactions have not been “linked.” (Credits have not
been applied to the bills in question.)

Excessive amounts in the >90 days column is an indication something is wrong: It is either a
QuickBooks data entry procedural issue, which is what we will address here, or it could be
indicative of a bigger problem with management or going concern issues, which we will not be
addressing.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Reports > Vendors & Payables >
A/P Aging Summary

72 Sample Carl's Computer Shop - QuickBooks: Premier Accountant Edition 2008

File Edit Wiew Lists Accountankt Company Customers Vendors Emplovees Banking Reports  Window  Help

@ @& = o By D | @ BH #&§ B = K # 5
Home Custorner Center  Vendor Center  Employee Center  Repork Cemter  Help @ Reopt Imwoice Reburn  Estimate Item Bill Pay Bills Check Payme

Il A/P Aging Summary r-_|E| El

Open Windows — =
? Modify Report... Memarize... || Print... || E-mail * || Export... Hide Header || Collapse Refresh Cash Advance Services
Dates |Cust0m b ||l33,l'31,l'2l308 Interval (days) Through (days past due) Sark By
10:47 P Carl's Computer Shop
1215001 A/P Aging Summary
As of March 31, 2008
+ Current ¢ 1-30 + ¥M-60 < 61-90 < =90 « TOTAL =+
Bayshore Water » 0.00 4 0.oa 0.00 123.00 0.00 123.00 N
Cal Gas & Electric 0.00 o] .00 0.00 3E3.00 F33.00
Cal Telephone 0.00 o] .00 97200 0.00 975.00
Caldil Company 0.0o 186.00 0.00 0.00 0.0a 186.00
Davis Business Associates .00 o] 0.00 E30.00 .00 E50.00
Hamby Distributors 0.0o 000 0.00 5 443.00 2424.00 §,867.00
Larson Peripherals 0.00 o.on 0.00 454500 -922.00 3623.00
Lucchini Computers 0.00 o.on 0.00 540.00 0.00 540.00
Oliveri Accountants .00 o] 0.00 a53.00 .00 a63.00
Russell Properties .00 _ 0.oa 0.00 000  3556.00 _3556.00
TOTAL 0.00 186,00 0.00  14,139.00 5AH.00 19,766.00 =
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ACCOUNTS PAYABLE FIXES

The most efficient fix will vary based on several factors. Most notable is determining if the client
needs to prepare reports on the cash or accrual basis. The second most important factor will be
if the bank reconciliation has been completed or not.

ACCRUAL BASIS —NO BANK RECONCILIATION

If the client is on the accrual basis of accounting and the bank reconciliation has not been
completed, the incorrectly entered checks can be simply deleted and you can re-enter them using
the Pay Bills function. One of the beauties of QuickBooks is that you can delete transactions and
re-enter them correctly. Don't forget to back up the data file and print the check register or have
the check copies in hand prior to pressing the delete button. There is no “undo” or “undelete”
available so be careful when using this alternative. Once you delete the checks you must then go
in and Pay Bills to record the payment to the vendor. Having the check register printed up before
you delete the checks will help you assign the correct check numbers and dates to the new bill
payments.

PATHS: Edit > Delete Check > Vendors > Pay Bills

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Lists > Chart of Accounts > Double click on
Bank account > Single click on check to be deleted > Edit from the menu bar > Delete check

i Sample Carl's Computer, Shop - QuickBooks: Premier Accountant Edition 2008

File B=E[# Views Lists Accountant Company Customers Vendors Employees Banking Reports  Window  Help

1 &= ¥ ® |i B =2 & B 2
Hg  Revert Employves Center | Report Center  Help ©  Rept  Inwoice Return  Estimate Ttem il  PavBils Che
- our - [
m £ | Tvpe Balance Total
Chzs  Edit Check Ctrl+E - - u
Mew Check el

Goto.. | & Print,.. 2 Edit Transaction Quickkeport 2] Download Bank Statement

Del .k Chrl+D
Memorize Check, CErlH
vaid Check Date Nurnber Payes Payment | Jf Depasit Balance
Copy Check Ch Type Account Merno
o To Transfer chlpe  lSzo07 ||l23st Keswick Office Supply 244.00 115,253.55 %
Transackion Histary... ChH BILLPMT || Accounts Payable
Change Account Calor... 5l2007 2352 Graham Monitors, Cables and Supplies 2,319.00 112,934.55
IUse Register Ch+R __|[BILLPMT || Accounts Pa able RC 33
1372008 [E]]2115 » |[100.00 112,834.55

Use Caleulator CHE Credit Card 5383 v |
Search... sf2007 =
Find... CtrHF bt
Preferences. .. Splits Ending balance 112,834.55

+Fede .

+0thel| [ L-Line

+5kak

Sort by |DateJ Type, Mumber... % | [ Record ] [ Restore
Accou
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ACCRUAL BASIS — BANK RECONCILIATION COMPLETED

For accrual basis reports, the bill and bill payment dates are critical. If the payment to the vendor
has already been entered as a check and the bank reconciliation has been completed, deleting
the check as described above will change the beginning bank balance and with extensive delete
and re-enter procedures, the likelihood of an error increases. For this reason, the
recommendation is to change the account code on the check to Accounts Payable. This will
create a credit on the Accounts Payable reports, which can then be linked to the bill. The main
trick to know when completing the correction in this way is that the vendor name will be required
on the check detail line that contains the account of Accounts Payable.

Step 1 - Correct Coding of Check

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Lists > Chart of Accounts > Double click on
Bank account > Single click on check to be edited > Click on splits > Edit account to be Accounts
Payable > Enter vendor in name column

= Sample Carl's Computer Shop - QuickBooks: Premier Accountant Edition 2008

File Edit Wiew Lists Accountant Company Customers Yendors Employees Banking Reports  Window  Help

@ & = g B4 D | ® B # B @ =
Home Customer Center  Yendor Center  Employee Center  Report Center  Help  © Rept Inwoice  Return  Estimate Item Eill Pay Bills  Check Payr

Open Windows

Mame Balance Taotal

+Checking Bank. 112,354.55]~
Chart of Accounts +Cash in Drawer 633.00 —
+Reqgister 1 285,00 —
i % Checking
|
¥ : Goko.., @ Print. .. @ Edit Transaction QuickRepart |1"| Download Bank Statement
|
|
4| Date Mumber Payee Payment S Deposit Balance
# Type Account Merno
° 12/1512007 2350 Larson Peripherals 1,444,00 115,497.55
BILLPMT || Accounts Pavable
+Jl12/15/z007 2351 ¥eswick Office Supply 244,00 115,753.55
BILLPMT ||Accounts Payable
L12i15/2007 2352 Graham Monitors, Cables and Supplies 2,319.00 112,934.55
@ __[BILLPMT _[|Accounts Payable RiC 93
: 01/01/2008 2353 Lucchini Computers ¥ |[450.00 112,454.55
CHE Repairs:Computer Repairs
Accounk Arnount Memo Customer:Job Bila... Class |
-Close
Repairs: Computer Repairs 250,00 ~ -
Accounts Payable hd 200,00 Lucchini Computers | % v = Clear
v =
— A
Splits Ending balance 112,384.55
[ 1-Line
Sort by | Date, Type, Mumber/... [ Record ] [ Restare ]

Record the change. Complete this same procedure for all checks that should be linked to a bill.
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Step 2 — Link Check to Bill

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Vendors > Pay Bills >
Single click on the bill to be linked > Set Credits

#: Discount and Credits |
— Eill
Wendor Sergeant Insurance
Ref. Mo. Amount Due 575,00
Date 12/15/2007 Discount Used 0.00
Criginal Amk. 575,00 Credits Used 675.00
Amk. To Pay 0.00
l Discount ] Credits I
Ref. Mo. Credit Ak, Amt, To Lse Credit Balance
0.00 =
-
Totals 575,00 675.00 0.00
Clear |
Done Cancel I Help |

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Vendors > Pay Bills > Single click on the bill
to be linked > Set Credits > Choose credit to be used (note the same check number is in the Ref. No.
column) > Done > Note that the credit used appears and the amount to pay is now zero

Balance Total
[ 112354.55]

Select Bills to be Paid
() Due an or before 1

Shaw bils e el e | S
() show all bills Sort Bills By |Due Date v

&

Drate Due
111

Yendaor Ref. Mo, | Disc. Date Amt, Due Disc, Used Credits Used Amt, To Pay

Larson Peripherals 1) 1) 0,00 [

™ |12j17/2007 |Hamby Distributors 3,425,00 0,00 =
O 12130/2007 |Cal Gas & Electric 353,00 0.00 0.00
[T 123142007 |Russell Propetties 2,026.00 0.00 0.00
[T |12/31/2007 |Russell Propetties 1,530,00 0.00 0.00
™ |otj11f2008 |Hamby Distributars £,443.00 0,00 0.00 v
Totals 23,752.00 0.00 2,063,00 0.00

Clear Selections

Discount & Credit Information For Highlighted Bill

Yendor  Larson Peripherals Tetms Net 30 Mumber of Credits 1
Bill Ref, Mo, 2134 Sugg, Discount 0.00 Total Credits Avaiable 922.00
Go ko Bl Set Discount, | Set Credits
Payment Method Payment Account Payment Date
@ - henage your business
o Tobe printed : | —_— § expenses with the
| Ched ¥ |“hecking | 01012008 [E] Quick Books MasterCard

v
() &ssign check number Ending Balance 112.384 55
 Learn More

[ Pay Selected Bils H Cancel ]

Continue this process for all the bills and checks that need to be linked. When the process is
complete for all the transactions, click on the “Pay & Close” button.
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A warning may appear that can be acknowledged that states in the older versions that no check
will be generated. The message in the newest version is:

Payment Summary &l

Payment Details
Payment D ate 01f01/2008

Payment Account Checking
Papment Method  Check

Pavment has been successfully recorded For the Following bill:

= T

Drake Due Wendor Amount Paid
11/16/2007 |Larson Peripherals 0.00

Tatal 0.00

fl  Bills highlighted in bold were paid by credits or discounts only, and were nat associated
% with a bill payment check.

‘¥ou may want ko inform your vendars that vau paid by credit or discount ko avioid
possible late pavment charges. You can create a Transaction Histary repart ko wiew the
credits and discounts For a bill.

I R ]

[ Pay Maore Eills ]| Dore | I

CASH BASIS — BILLS NOT NEEDED

If the client is on the cash basis and accrual reports will not be needed for management, historical
or any other purpose, it is possible to delete the bills. The easiest way to delete the bills is to go
to the Accounts Payable register and delete them. By doing it in this way, it is easy to make sure
the bill has, in fact, not been completely or partially paid.
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QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Lists > Chart of Accounts > Accounts

Payable > Activities > Use Register > Single click on the bill to be deleted > Edit > Delete Bill

+Accounts Receivable
+Employes Advances

¥ | Type

+Checking Bank. 112,384.55 »
+Cash in Drawer Bank. 658.00 —
+Reqgister 1 Bank. 288,00 —
<+Register 2 Bank. 400,00
+Clearing EBank. 0,00
+5avings Bank, 45,000,00

Accounts Receivable
Other Current Asset

Balance Total

77,042.51

+Invenkary Assek Other Current Asset B6,387.04
+Inventary on Consignment Other Current Asset 0,00
+Indeposited Funds Other Current Asset 3,078.25
+Autos & Trucks Fixed Asset 12,247.00
+iCosk Fixed Asset 40,234.00
+Accumulated Depreciation Fixed Asset -27,987.00
+Furniture & Equiprnent Fixed Asset 16,752.00
+Cosk Fixed Asset 52,300.00
+Accumulated Depreciation Fixed Asset -65,548,00

+Accounts Payable Accounts Payable 19,766,00

% Accounts Payable
: @ Prink... @ Edit Transaction GuickReport

Date | Mumber | Wendor Duebate |  Blled ||  pad Balance
Type | Account | Memo e =
12}15/2007 Cliveri Accountants 01/14}2008 563.00 15,035.00 #
BILL Professional F Monkhly Accol
5235 |
Caloil Company 03(28/2008 186,00 19,766.00
A itnmnhile F-
v

19,766,00

sSplits ’t This kransaction is linked to others. Are you sure you want to delete it? rice:
Ol itine | == =

Sart by [

Record ][ Restare ]

If there has been a complete or partial payment linked to the bill, a different pop up box will
appear:

Delete Transaction
- ] h

This payment has been used to pay same bills. Deleting it may cause some bills ko have
unpaid balances. Do wou want ko delete it anwway?

=

[ ok [Caru:el

Once this process is complete, create the Reports > Vendors & Payables > Unpaid Bills Detail
report to confirm everything looks OK. Note that the checks themselves are still listed in the
Check Register — you may wish to review the expense account coding on the check to ensure
accuracy on the P&L.

22



Top 10 QuickBooks Mistakes Clients Make

23



Top 10 QuickBooks Mistakes Clients Make

ACCOUNTS RECEIVABLE ERROR

ERRORS & SYMPTOMS
e Common Error: Make Deposit feature has been used rather than Receive Payments

e Primary Indication: The A/R Aging report shows many old invoices.
e Supplemental Symptoms:

0 Accounts Receivable is very high

0 Income is unreasonably high

0 The bank account balance looks right

The quickest and easiest way to look for Accounts Receivable errors is to review the A/R Aging
Summary report.

This report shows, at a glance, who owes the business money. It can be collapsed to show the
amounts due by customer, or expanded to show the amounts due by job.

Excessive amounts in the >90 days column is an indication something is wrong: It is either a
QuickBooks data entry procedural issue, which is what we will address here, or it could be
indicative of a bigger problem with management or going concern issues, which we will not be
addressing.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Reports > Customers & Receivables >
A/R Aging Summary

72 Sample Larry's Landscaping & Garden Supply - QuickBooks: Premier Accountant Edition 2008

File Edit Wiew Lists Accountant Company Customers  Wendors Employees Banking Reports  Window  Help

@ & & b ¥ & D | B D &
Home Customer Center  Wendor Center  Emplovee Center  Report Center  Online Banking  Help  ° Inwvoice  Item  MemTx  Check

Il AR Aging Summary

Dates |Cust0m W ||DS,|'29,I'2DDB Interval (davs) Through (days past dug) Sork By e
2:09 PM Larry's Landscaping & Garden Supply
121801 A/R Aging Summary
As of March 29, 2008
- Current <+ 1-30 < 31-60 < 61-%0 < >9%50 < TOTAL «
Adam’s Candy Shop ] noo 4 0.0o 000 0.00 40.00 40,00 -
Balak, Mike 000 0.00 000 180.00 0.00 180,00
Blackwell, Edward 0.00 0.00 0.00 ooo 112500 112500
Crenshaw, Bob 0.00 0.00 0.00 000 159105 159103
Ecker Design 0.00 0.00 o.0a 12300 3,047 96 317086
Golliday Sporting Goods 0.00 0.00 o.0a 300.00 240419 270418
Gregory, Dru 0.00 0.00 o.0a 0.00 TE4.16 75416
Heldt, Bob 000 0.00 000 000 192774 192774
Hermann, Jennifer 0.00 0.00 ono 35.00 0.00 3500
Hughes, David 0.00 0.00 0.00 0.00 35346 35346
Jim's Family Store 0.00 0.00 o.0a 1,833.37 0.00 183337
Julie’s Doll House 0.00 0.00 o.0a 0.00 40.00 40.00
Lee, Laurel 0.00 0.00 o.0a 0.00 1,724.54 1,724 .54
Leon, Richard 000 0.00 000 000 139000 139000
Lochrie, Steven 0.00 0.00 ono 0.00 5728 728
Loomis, Anne 0.00 0.00 000 419020 000 419020
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ACCOUNTS RECEIVABLE FIXES

This fix is a little more complicated than that for Accounts Payable because typically the deposit
includes several customers and there is a limitation within QuickBooks that a single transaction
can only have one A/R or A/P type account. For this reason, using the receive payment feature is
recommended.

NOTE: The only exception would be if a client is so excited every time they receive a payment they
run to the bank immediately. If each amount is deposited separately, similar procedures of changing
the account code to Accounts Receivable would be possible. This, however, is the exception rather
than the general rule.

BANK RECONCILIATION NOT COMPLETED

If the bank reconciliation has not been completed, the easiest way to deal with the issue is to
delete the existing deposits. Re-enter the amount received using Receive Payments and
undeposited funds. And then make the deposit to link all the payments together as one
transaction in the check register, to match what was actually deposited in the bank.

Step 1 - Delete Deposit

This step will remove the incorrect deposit from the QuickBooks data file. As with any other fix,
be sure you know everything there is to know about the transaction prior to deleting it. This
includes the date, amount, check number, customer/job, and any other information that may have
been entered. This information will be needed when the transaction is re-entered correctly.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Lists > Chart of Accounts > Double click on
Bank account > Single click on deposit to be deleted > Edit from the menu bar > Delete deposit

Balance Taotal
112,134.55] A

633,00

Mame

+Checking

+Cash in Drawer
+Register 1

| Delete Transaction

: : Cotta @ PHRE @ Edit Tr A'S ngiitclﬂngzilgt\:; ;n:su?;;gm some payments, Deleting it could change the payments. Do you
i [ak : Tumby .
» ate umber : ;
i LAz [ Type | " L o | [ e
& 113002007 234 Daigle Consul
BILLPMT | |Accounts Pavable 2-9187
<« 11/30/2007 2342 Cal Telephone 245,00 70,270.04
BILLPMT | Accounts Pavable 415-555-9576-5053
J12f03)2007 11,054.19 51,324.23
| DEP Undeposited Funds Deposit
*H1zf03/2007 16,285.72 97,609.95
o DEP -split- Deposit AMEX

12 {0giz007 2,340.53]  129,838.16

DEP -split- Deposit AMER
12,1'08,!'200? 1,012.82 130,850,958 —
DEP -split- Deposit YISAMC ~
Ending balance 112,134,585

[ 1-Line

Sort by [Date, Type, Mumbery... + |

Record ][ Restore
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Step 2 — Receive Payment

This is the step that records the link between the money that was received and the invoice
previously generated for the customer: job. As was mentioned above, the general rule is that all
receive payments should be recorded as grouped with undeposited funds.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Customers > Receive Payments

B Chart of Accounts |- [B]x]

£ Type Balance Total

: Receive Payments E]

Regidl =
oCI;asglg & previous B Mext By History  ~ [£] Journal | 23 et Online Prots

| Customer Payment

<
Received From || v | Customer Balance 0.00 | ‘\:D o
Admount Date 014012008 Offer more ways to
pay. E-mail invoices
and accept online
Pk, Methad | b | Reference # | | credit card
Memo | | ‘where does this payment go? i« Eea:rn;egésr.e
Card Mo, | | Exp. Date ||" l:l
f |:| Process credit card payment when saving [ Find a CustomerfInvoice. .. ]
Eke J | Date Mumber Orig. Amk, Amk, Due Payment |
Select the customer of job in the Receiyed From field sl
{ A
Totals 0.00 0,00 0.00
Amounts for Selected Invoices
Amount Due 0.00
Auto Apply Payment || Applied 0.00
E Discount i credits Discount and Credits 0.00
B S ar applied ¥ L)
Cref
Irrved

[ Save & Close ] [ Save & Mew ] [ Clear J

| V“ e dld
i % -E &% Order checks and

Statemant Statements Refunds 5 0
Charges & Credits irice: Check supplies

Checks  Register &% Recommended Serv
v

| Rl

[
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Step 3 — Make Deposit

This step is the process that combines several payments that have been received from various
customer: jobs into one deposit that will match the amount received by the bank.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Banking > Make Deposit

'Ei Chart of Accounts

M(=1E3
¢ | Tvpe Ealance Total

. Seleck Wiew
fie Homg R )
View pavment method bype | EIRSEEES s | What are pavment method views?
- Select Payments to Deposit
[ R /| Date Time Type Mo, Payment Met...  Mame Amounk
[ 12/15/2007 RCPT 2007-1051  Amex Oliveri, Tom 3,078.25]
]
E
Ente
To
whi
3
IE ELL 0 of 1 payments selected for deposit Payments Subtotal 0.00
Crel Select Al Select Mone »
Invoices
i l O J [ Cancel ] l Help J
8 5 =
u &3 Order checks and
Skatement Statements Refunds Wit Check S
Charges & Credits fhe = 1Ll

Checks Register :g§ Recommended Sery
el

&
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BANK RECONCILIATION HAS BEEN COMPLETED

If the bank reconciliation has been completed, the easiest way to deal with the issue is to enter
the amount received using Receive Payments and undeposited funds. And then edit the deposit
to link all the payments together as one transaction in the check register.

Step 1— Receive Payment
Follow the same procedures as Step 2 above.

Step 2 — Edit Deposit

With the deposit on the screen, note the deposit total amount. This is critical to keeping the
beginning bank balance amount on the reconciliation unchanged.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Lists > Chart of Accounts >
Single Click on the deposit > Edit > Edit Deposit

= Sample Carl's Computer Shop - QuickBooks: Premier Accountant Edition 2008
File Edit Wiew Lists Accountant Company Customers Yendors Employees Banking Reports  Window  Help

® | & & & & o' & B # B & & # 8§

Home Customer Center  Yendor Center  Employee Center  Report Center  Help  © Rept Inwoice  Return  Estimate Item Eill Pay Bills  Check Payr

Open Windows

Checking i '] 7 Make Deposits

& previous [ Hext

Chart of Azcounts
Home

SHprint

-Payments Ett. Histary J Journal

|
|
% Deposit To | S0 v | Date [1zf03j2007 Mema | Deposit
2|
: Click Payments to select customer payments that wou have received, Lisk any other amounts to deposit below,
|
¥ Received From From Account Memao Chk Mo, Pt Meth, Class Amount E.04
Marris, Katherine Undeposited Funds 4366 iy 11,054.19 [l
# = 04
a .23
|
9 p.o5
. v
Deposit Subtotal 11,054.19 F.63
To get cash back From this deposit, enter the amount below, Indicate the account
I|E where you want this money ko go, such as your Petty Cash account, 16
™ Cash back goes ko Cash back memo Cash back amount
o] | 7 | | | | =0
| &8
Deposit Total 11,054.19
E B .55
[ 1Y S2vetime usin tintable or manual deposit slips. [ Save & Close ] [ Save & MNew ] [ Revert ]
Sart by re

@ Accept credit cards

|
E‘ = @ @ @ ‘% \g Order checks and

Staternent Statements Refunds

Charges & Credits c\v'\:ritEs RChz_ectk supplies
= Egister q‘}_§ Recommended Serv
b
< 13

Next, click on the payments button (at the top of the “Make Deposit” pop-up screen) to permit
including payments that should be included on the deposit.
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QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Lists > Chart of Accounts >
Single Click on the deposit > Edit > Edit Deposit > Click on Payments Button

Sample Carl's Computer, Shop - QuickBooks: Premier Accountant Edition 2008

ile Edit Wiew Lsts Accountant Company  Customers  Wendors Emplovees Banking Reports  Window Help

® | & & @ & F (@B @ B &# B @ & & # B

Home Cuskomer Cenker  Vendaor Center  Employee Center  Report Center  Help Rept  Invaoice Return  Estimate Item Bl  PayBils Check Payme

'Ea_(:harl of Accounts

Open Windows

Checking Rl B Make Deposits
Chart of Accounts éegl
Home P W rrevious [ Next @ print ~ & Paymerts Qh Histary =] Journal
+
4 Deposit To |Checking v | Date |Dl.|’15f2008 :| Mermo |Deposit
s
: h Click Payments to select customer payments that wou have received. List any other amounts to depaosit below,
»
* 11{30/}f | Received From From Account Memo Chk Mo, Pt Meth. Class Amount
Undeposited Funds “heck . 11,054, 19 el
+fl11/304] =
+l12i03
+
*H12/03,
1203y a
12103 Deposit Subkatal 11,054.19
To get cash back from this deposit, enter the amount below, Indicate the account
I’E 12f0&])| where vou want this money to go, such as vour Petty Cash account,
™ Cash back goes to Cash back memo Cash back amount
i | | | || |
Deposit Tokal 11,054.19
Q14 2avetime usin tinkable or manual deposit slips. [ Save & Close ] [ Save & New ] [ Revert ]
| || Sert H
! 4 Acceot credit cards
EB— % 2 e
& Order checks and
Statement Staternents Refunds - i
= Wik Check. supplies
Charges & Credits Chacks Regiet
=t Sgister q’:ﬁ Recommended Sery
bd
< B3
A L2
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This next step will “pull” the receive payment onto the deposit slip.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Lists > Chart of Accounts >
Single Click on the deposit > Edit > Edit Deposit > Click on Payments Button >
Select payments to be included on deposit > OK

= [E]X]

JEu Chart of Accounts

| Mame ¥ | Tvpe EBalance Tokal
[« Checking Bark 117,134.55] &
#+Cash in Drawer Bank 688.00 —
+Register 1 Bank. 288,00 —

& Checking

-

R AR I7 Make Deposits

Date I\I & previous [ Next ﬁ print = B Payments Qh History E Journal
1
| 1
|12{15/2007 2i Deposit To | checking v | Dats |o1jo1/z008[E]  Memo |Deposit
5]
[12/15/z007 = Click Payvments to select customer payments that vou have received. List any other amounts to deposit belaw,
| 5]
(12/15/2007 2 Received From From Account IMema Chk Mo, Prnt Meth, Class Anount
gdlll | Dliveri, Tom Undeposited Funds Amex Bavsh... 3,078.25 ™
|01/01/2008 2 =
| i
|01/01/2008 2
5]
|03/13/z008 2i
w
| | =
[ 01/01/2005 [E]] 1| Deposit Subtotal 3,078.25
To get cash back fram this deposit, enter the amount below, Indicate the account
where you want this money to go, such as your Petty Cash account,
: Cash back goes to Cash back memo Cash back amount
Splits
: | v | | | |
|:| 1-line
Deposit Total 3,078.25
Sortby |Date, Ty
: | Save time using prinkable or manual deposit slips. I_ Save & Close J [ Save & Mew ] [ Clear J

Note that the deposit is now listed twice.
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This next procedure will clean up the deposit slip and delete the previous incorrect entries. Single
click on the deposit to be deleted, and from the edit menu, choose delete line.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Lists > Chart of Accounts > Single Click on
the deposit > Edit > Edit Deposit > Click on Payments Button > Select payments to be included on
deposit > OK > single click on the incorrect line > Edit > Delete Line (repeat if there are multiple
detail lines to be deleted), confirm the deposit total agrees with the starting deposit

'Ea_ Chart of Accounts

| Mame £ | Type Balance Total
+Checking Bank. 115,312,860 ~
+Cash in Drawer 633,00 =
+Register 1 258,00 —

rerione e

2 Checking
3 £ Make Deposits : : :
& previous [ Next ﬁ Print =

& Payments Qh Hiskary El Journal

., Problem ks to deposit below,
‘\?) You have no payvments to deposit,

Solution

Class Amount |
Baysh... 3,075.25 A

Before vou can deposit income For vour company, you must either receive a pavment or
enter a sales receipt.

Fot other tyvpes of income, such as vendor refunds or loan checks, you need to add a manual
entry ko the Make Deposits Form,

Click Cancel ta return ko the Make Deposits Form,

]
posit Subtatal 3,178.25
[ Receive Payments ] [ Enter Sales Receipts J E Cancel ﬂ
Cash back goes ko Cash back memo Cash back amount
[ t-ire | v | | | |
Sork by
Date, T Deposit Total 3,178.25
Save time using printable or manual deposit slips, [ Save & Close ] L Save & Mew ] [ Revert ]

NOTE: Be sure only to delete the deposit that does nothave a “Received From” name associated with
it! Otherwise you will be deleting the deposit you just entered in the prior “Receive Payments” step.
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DEPOSIT DATA ENTRY CASE STUDY

Q — My accountant just informed me that | have been doing my deposits all wrong. | had been
entering an invoice to send to the customer then receiving the payment to show the invoice was
paid. | looked in the check register and did not see the money, so | entered a deposit which
agrees to the bank statement. Now | have a big mess because the income has been recorded
twice (once from the invoice and once from the deposit). What can | do now to fix the problem?

A — There are two alternatives, depending on the volume of transactions. One is to "reconcile”
the deposits as of specific dates; the other is to fix the detail.

The fastest solution is to make a deposit each month by checking off all the receive payments for
the month. Then say OK to "pull" these transactions onto the deposit slip, and then enter one line
as a negative amount coded to the general ledger account where the previous deposits have
been recorded. This will, in effect, reclassify the undeposited funds amount against the incorrectly
recorded income.

The solution that will provide a clean trail of what has actually happened would be to "pull” the
receive payments onto the deposit slips. This can be done by editing the deposit, click on the
payments button at the top, place a check mark next to each receive payment that should be
included for the deposit, say OK to return to the deposit slip, delete the incorrect detail line (note
that the deposit amount should still be the same as when the process began). The disadvantage
is that this process can be time consuming. However, if the deposit total does not change, it will
not affect any of the bank reconciliation work already completed. That is the reason for changing
the deposit as opposed to deleting it.

NOTE: If the receive payment option had not been used (i.e., the invoices were entered and the
deposits entered directly onto a deposit slip or into the register) and there was only one payment per
deposit slip, the most efficient correction may be to change the general ledger account code to
Accounts Receivable. This method would require the customer: job in the name column. If multiple
payments were deposited together, one of the options above would be needed. A second step of
"linking" the invoice to the credit/payment would be required through the receive payments form.
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ACCOUNTS RECEIVABLE /BANKING BONUS TIP

Since the 2007 version, there have been additional receive payment preferences. In addition to
some layout changes, the most significant change is the ability to automatically calculate
payments and use undeposited funds as a default deposit account. This is a company
preference, so in order to make any changes; the user must be logged in with the “Admin”
password.

PATH: QUICKBOOKS: PREMIER 2008: ACCOUNTANT EDITION Edit > Preferences > Sales &
Customers > Company Preferences

Select to “Use Undeposited Funds as a default deposit to account. Previously the choice to
group with undeposited funds or deposit directly into the bank account was on each receive
payment and sales receipt form.

Preferences | |
B Arcounting My Preferences | Company Preferences |
[j’ Checking Usual Shipping | v | se price levels
bl h

U Desktop Yiew Usual FOB | | Sales Orders

Finance Charge ] Default
% Warn about duplicate invoice numbers Enable Sales Orders —
®a General wharn about duplicate
:ri Integrated applications Miscellaneous Sales Order numbers Also See:

Items & Inventory Choose template For invoice Don't print ikems with zero
ﬁ Tobs B E<tinat packing slip: amounts when converting General

oDs & Estimates to Inwoice
; ; " Finance Charges
-

l;__EI Payroll & Employees Inituit Packing Siip Choose kemplate for:
i ; ) ) Time & Expenses
Ty Reminders Packing Sip: | Intuit 5.0, Pac... "
M Reports & Graphs o Jaobs and

: = pr— 8 Inkuit 5.2, Pic,,.  » Estimates
5] Sales Tax Receive Payments Bills
[ send Farms
- dutarnatically apply Autarnatically Ise Undeposited Funds as a Ttems and
& Service Connection payments calculate pavments default deposit ko account Imventory
FZI Spelling

22| Taw: 1099
[ Time & Expenses
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BANK DEPOSIT ERRORS

ERRORS & SYMPTOMS

e Common Error: User has followed an incorrect procedure, or simply is not familiar with
QuickBooks.

e Primary Indication: Deposits do not match bank statement

o0 Individual amounts appear in QuickBooks versus total deposit amount on bank
statement

0 Net credit card deposits appear on the bank statement but gross deposits appear
in QuickBooks

0 Miscellaneous deposit information is missing (i.e., vendor refund, loan proceeds,
etc.)

Most of the bank deposit related errors are the result of incorrect procedures or users who are
unfamiliar with QuickBooks features. The more closely the deposits in the bank account register
match the statement that is received from the bank, the more efficient the bank reconciliation
process becomes.

Some typical reasons why deposits do not match bank statement:
¢ Individual amounts appear in QuickBooks versus total deposit amount on bank statement

¢ Net credit card deposits appear on the bank statement but gross deposits appear in
QuickBooks

e Miscellaneous deposit information is missing (i.e., vendor refund, loan proceeds, etc)

Simple changes such as calling the bank to request month end cut off (the bank statement cycles
on the final day of the month) and the statement in check number order can greatly enhance the
ease of using QuickBooks to reconcile the data with the bank’s reports.

Other differences, such as those listed above, require a little training for the client, but the result is
a much more effective use of QuickBooks in the long term.
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BANK DEPOSIT FIXES

Most clients arrive at the right answer (assuming they are completing the bank reconciliation
process with a difference of zero) even if they do not follow the procedures below. For this
reason, the “fix” should only be used for correcting the information since the last bank
reconciliation. This serves as a training exercise so the client follows the correct procedures
going forward and will make the next bank reconciliation easier. The importance of this approach
is that it is much easier to record deposits that match the bank statement amounts as the
information is entered, rather than trying to go back and “guess” what is included when
completing the bank reconciliation.

To implement these fixes, first edit Receive Payments and Sales Receipts transactions to group
with undeposited funds for the time period that has not yet been reconciled then complete the
Make Deposit procedures, and finally, reconcile the bank statement.

PATH: Banking > Make Deposits

Once payment detail, if any, has been “pulled” onto a deposit slip, enter additional money
deposited from non-customer sources and/or credit card fees to be deducted to arrive at the net
deposit amount received by the bank. You can use the cash-back area to deduct any money the
business owner took form the deposit when he/she was at the bank.

CORRECT CODING ON RECEIVE PAYMENT OR SALES RECEIPT FORM

The easiest way to correct the previous receive payments and sales receipts forms is to start at
the end of the register and double click on the amount in the deposit column. This will “drill down
to the actual transaction which can then be re-coded by clicking on the pull down list and
choosing undeposited funds. At that point, the amount has been removed from the register and
is now available on the Make Deposit screen.

”
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QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Home Page > Use Register > Choose
correct bank account > Find deposit in question > Click on Deposit > Choose Edit Transaction” >
Choose Undeposited Funds for the “Deposit To” account.

3 sample Rock Castle Construction - QuickBooks Premier: Accountant Edition 2005 [ 3]

Ele Edt Yjew Lists Accountant Company Customers Vendors Employees Barking Reports Window Help

B B & & B BB A4 & » @B % 4 &G 7 &

Invoice  Cust Item  Fixed Asset MemTx  Vend  Check Eill Reg Accnk Rmnd Find - Backup  Support  Feedback

&: Receive Payments Type a help question | Ask = How Do I7 [ [0 X 1 ] 1]

previous Plext | TyHistory - (2] Jounal | 29t Online Prts | Balance Total
0.00 =
Customer Payment 0.00
100,877,431

Received From [ahercrombie, kristy:Remodel Bathroom = | Customer Balance 7.633.28

i
X
Amount 7,633.28 Date 12[31j2007 @ papments

dawnload right into

QuickBooks
P, Method  [Check =l Check # post | salnce |
Mema [ Deposit to R
< Add New > 1]
Barter Account Bark N
Cash Expenditures Bark
COrig_Amt ¢ Checking Bank
: @ Petty Cash Funds Bank g
- Petty Cash - Joe Bank
12f30j2007 |81 Savings ol
Accounts Receivable Accounts Receivable =
Employee Loans Other Current Asset -
Totals eTaos Inventary Asset Other Current dsset
Retainage Other Current dsset
ipment

Un-Apply Payment
Discount & Credits. .

Applied

ity 50,162,385
403,590.82
19,000.00
25,000,00
-6,000,00

Discount: and Credits
Applied 0.00

Sgretiose | Save &New izt

T T
Account ~ Ackivities ¥ | Reports '||_Inc|udeina;twa

TIP: This procedure is only used if the “Use Undeposited Funds as “Deposit To”
bank account is not checked. If this selection is not checked, there is an option on
the “Receive Payment” window. In addition, do not follow these procedures if the
bank reconciliation has already been completed or there will be a beginning balance
variance with the next reconciliation.
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MAKE DEPOSIT PROCEDURE

This function is for depositing checks received from customers or for recording miscellaneous
amounts received from sources other than customers, such as loan proceeds, rebates, etc. The
latter can be added to a deposit slip that has been created from undeposited funds or as a
separate transaction.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Home Page > Make Deposit

0 - - Company ]
i = gh > =
= | rd + T F
G - - =
= | Purchase Receive Enter Eills Manage
Orders Inventary Angainst Sales Chart of Build
s Invenkary Tax Accounts. Assemblies
{ = ga
Ca ’ Items &  Adjust
Enter Eills Pavy Bills Services  Quantity o |
on Hand
: &
E =] farketing
5 L@ Tools
& Sales Create Sales
! Orders Receipts z
Banking
=) "* b |
1 -
a— 85 8 | 2
Estimates Create Receive Record  JReconcile
Irvvnices Payments [Deposits

Payments to Deposit

Select View
Wiew payment method type | EUNSTEES + | What are payment method wiews?

Select Payments to Deposit

& Date Tirne: Tvpe Mo, Payment Met. .. MName Arnount
[ 12f15/2007 RCPT 2007-1051  Amex Oliveri, Tom 3,075.25]

NOTE: The “Payments to Deposit” screen appear only if there are payments that have been entered
and posted to undeposited funds; once the appropriate amounts have been marked for the deposit slip
and OK has been chosen the “Make Deposits” screen will appear.
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QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Banking > Make Deposit

1 Sample Carl's Computer Shop - QuickBooks: Premier Accountant Edition 2008
File Edit Wiew Lists Accountant Company Custorers  Wendors Emplovess Banking Reports  Window  Help

® | & & 2 B @ B @ H & B @& &

Home Custormer Center  Wendor Center  Emploves Center  Report Center  Help  © Rept Inwoice Return  Estimake Item Eill Pay EBills  Check

Open Windows & Make Deposits
& previous [ mext @ prine ~ & Payments E‘:h Histary Journial

Deposit To | Checking v | Date [0301z005[E] Memo |Deposit

Click Payments ko seleck customer payments that you have received. List any other amounts ko deposit below,

Received From Fraom Account Mema Chk Mo, Prot Meth, | Class Amount

Deposit Subtatal

Ta get cash back fram this deposit, enter the amount below, Indicate the account
where you wank this money ko go, such as your Petty Cash account,

Cash back goes to Cash back memo Cash back amount

| | | | |

Deposit Total

Save time using printable or manual deposit slips. [ Save & Close ] [ Save & Mew ] [ Clear

NOTE: If the screen is empty, it means there are no undeposited funds waiting to be deposited. If you
have in fact received payments from customers, and are expecting to see deposits here, it probably
means you have invoked a bank account or the Receive Payments screen. Go to the Register for that
bank account and drill down to cortrect the deposit to Undeposited Funds, then Make Deposits.

TIP: As an internal control procedute, print the deposit slip from within QuickBooks and attach the
bank receipt to the printout of the deposit slip. This also makes investigation of any bank
discrepancies much easier.
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NON-CUSTOMER DEPOSITS

Non-customer deposits are relatively rare in most QuickBooks files, but for some businesses they
are common. The main trick to remember is that the amounts can be subsequently included on a
deposit slip with customer receipts.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Banking > Make Deposits > Check the
customer payments to be deposited together > OK > Click on the first blank line of the deposit slip
(may require scrolling down and/or clicking on the last undeposited funds line then using the down
arrow) > Enter the non-customer deposit information

#3 Sample Carl's Computer Shop - QuickBooks: Premier Accountant Edition 2008

File Edit “iew Lists Accountant Company  Customers  Vendors Employees  Banking  Reports  Window  Help

@ & & e & D | & H & = &
Home: Customer Center  Yendor Center  Emploves Center  Report Center  Help . PRcpt  Inwoice Return  Estimate Item Bill Payv E

% Make Deposits

Open Windows

Make Deposits erevious [ next  ghpint ~ EApayments By History 5] Journal

Deposit To | Checking v | Date |03jo3/zo0s (@] Memo | Deposit

Click Payments to select customer payments that vou have received, List any other amounts to deposit below,

Received From Fram Accounk Temo Chk Mo, Prat Meth. Class Amournt
Cliveri, Tom Undeposited Funds Ame Baysh... 3,078.25 &

Sales:Service

v

Deposit Subkaotal 3,178.25
To get cash back from this depaosit, enter the amount below, Indicate the account
where wou want this money ko go, such as wour Petty Cash account,

Cash back goes to Cash back memo Cash back amount
b
Deposit Tokal 3,178.25

Save kime using printable or manual deposit slips. Save & Close ] [ Save & Mew l [ Clear

BONUS INFORMATION: VENDOR REFUND OF OVERPAYMENT

Depending on how the original payment was made will dictate how the refund will need to be
recorded.

A) If the bill/bill payment method was used, the vendor should currently show an overpayment on
the account. To record the return of the overpayment, the amount can be entered on a deposit
slip with the vendor name and coded to Accounts Payable.

B) If the amount was originally paid with the write check method, the deposit will still be recorded
on a deposit slip. The change will be that the code should be to the same expense account as
the original overpayment. The two amounts will then “net” leaving the remaining true expenditure
balance in the affected GL expense account.

BONUS INFORMATION: REFUND FROM VENDOR FOR RETURN

Return of an item — First enter a credit for the item(s) to be returned by placing the mark next to
credit at the top of the bill form and complete the bottom of the form based on the details of what
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was returned. Typically this will be the same information as the original transaction. Then enter
the refund as detailed in part A above.

Return other than items — If the return was for something other than an item, part B above will
provide the steps necessary to correctly record the refund.

NET CREDIT CARD DEPOSITS

As you process the credit cards as either sales receipts or through the receive payment function,
be sure to mark the radial circle to “group with other undeposited funds.” Entering the payment
method is helpful since different credit card types are typically transferred to the bank account in
total.

The next step is to choose to make deposit from the banking pull down. All the customer
payments will appear and those to be deposited together can be chosen by placing a check mark
next to each one, or by choosing the select all button towards the bottom of the screen. New with
version 2004 is the ability to only show payments of a certain type. This helps to streamline the
process of choosing those payments that are included in one deposit into the bank account.

If the amount is received from the credit card company net (i.e., the credit card company keeps
their fee from each deposit) it is possible to enter the fee directly onto the deposit slip with a
negative amount. There is a calculator function built in, so if the fee is a percentage of the total
deposit, press — then type the number, then press the * key to multiply and then the percentage
as a decimal (i.e., 3.45% is .0345) and then enter to have the computer calculate the fee. The
fee will appear as a negative number to reduce the total deposit amount. The result is a total
deposit that should match the bank statement.

TIP: If there is a discount fee and a transaction fee, it may be easier to sign up for on-line banking and
complete the make deposit function once the deposit is actually received into the bank account if the
day to day balance is important. With most credit card processing companies they also have an online
reporting function to see the actual deposit detail information in real time.

TIP: If the business does not need an “up to minute” accurate bank balance, it may be acceptable to
enter the deposit at gross (amount received from the customer in total) and then enter the credit card
processing fees monthly (keeping in mind that QuickBooks will always be a little higher than the
bank until the adjustment is entered). Each credit card company supplies a statement either on-line
or through the mail that will show the individual charges less the fee for each deposit that can be used
to reconcile the deposits manually.
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NET CREDIT CARD DEPOSIT CASE STUDY

Customer ABC owes invoice 123 in the amount of $1,000.00. They call and say they would like
to pay for the invoice using their American Express Credit Card. The business accepts American
Express as a form of payment and receives the amount net of an American Express fee of
3.45%. The credit card number and related information is obtained from Customer ABC and a
Receive Payment is entered into QuickBooks for $1,000.00 with the payment method of
American Express.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Home Page> Receive Payment

i Sample Carl's Computer Shop - QuickBooks: Premier Accountant Edition 2008

File Edit View Lists Accountant Company Customers Wendors Employees Banking Reports  Window Help

® & &6 0 = F ® B @ H & & @ © & £ & @

Haome: Customer Center  Wendor Center  Employee Center  Report Center  Help Rept  Inwoice Return  Estimate Item Bill Pay Bils Check Payment Deposit
x
Open Windows
n "™ Company =
il

«: Receive Payments

itk wour new

ﬂl Prewvious B Mext Qh Histary = J Journal E_é] et Online Prts
any File now

l B vendors
o

Customer Payment

Received From | v | Customer Balance 0.00 3 s Coach

=]
Amount Date 12/15/2007 Dffer mare ways to

pay. E-mail invoices

and accept online
P ethod Rerences [ | Mgitan

payments.
+ Learn mare

hat's New

| Where does this payment go?

Memo

HHH

w
bl ‘Working
% Card Mo, ‘ | Exp. Date l:lnll l:l
]
] m [] Process credit card payment when saving [ Find a Customer/Invoice, ., ]
3 e Coach
@ J  Date MNumber Orig. Amt, Amt. Due Payment |
' | 1 v
=| palances
EBalance
¥ e
5 Tatals 0,00 0.00 oo |
Amaunts For Selecked Invaices
< Amount Due 0.00
Applied 0.00
Discount and Credits 0.00
Applied .
[ Save & Close l [ Save & Mew } [ Clear ]

NOTE: If the Merchant Service is provided by QuickBooks, the payment will be automatically
processed when saving the transaction by marking the checkbox. Otherwise, the appropriate method
of processing will need to be completed (for some businesses it is processing the charge through a
machine, for others there is an on-line alternative).

In this case the deposit will be received net, but the discount is known (keep in mind there may be
a transaction fee or other fees in addition to the discount fee for some credit card merchant
accounts). In this type of circumstance (or if the deposit was received gross and the fees taken
out separately) it would possible to process the deposit immediately in QuickBooks. First choose
the Receive Payment that was just entered — this will “pull” the amount onto the deposit slip —
then click on the line below the Receive Payment and enter the account (typically bank service
charges, credit card processing fees, or something similar), optionally enter American Express as
the payment method and -34.50 in the amount column. Tab or click to the next line and the net
deposit amount should be $965.50.
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QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Banking > Make Deposits > Click on
Payment to be deposited > Click on line below undeposited funds > Enter credit card fee information
> Click on the next line > Confirm the deposit total that will be received by the bank

i Sample Carl's Computer Shop - QuickBooks: Premier Accountant Edition 2008

Fle Edit Wiew Lists Accounkant Company Customers endors Employees Banking Reports  Window Help

® & & 2« B @B & B & B ©  # 5 B @B

Home Customer Center  Wendor Center Employee Center  Report Center  Help @ Rept  Invoice Reburm  Estimate Item Bill Pay Bils Check Payment Deposit  MemRp
B Make Deposits |L| ‘Elrgl —E]@EJ

Open Windows

- -~
" . " ¥ou are using a sample =
W previous [ Next @ Print & rayments Qb History =] Journal company file

Deposit To [Checking v | Date [03/02/z008 [B]  Memo |Deposit

. Stark your new
Click Payments ko seleck customer payments that you have received. List any other amounts to deposit below, company file now

Received From From Account Memo ChkMNo, | PmtMeth,  Class Amount |
Qliveri, Tam Undeposited Funds AMmes Baysh. .. 3,076.25

Credit Card Proces,.. -146,22 =
® See what's New

= QuickBooks Coach

@ Skart wworking
v L

Deposit Subtatal 2,932.03

To get cash back from this deposit, enter the amount below, Indicate the account
where vou want this money to ga, such as vour Petty Cash account,

Cash back goes to Cash back memo (Cash back amount. = Account Balances
A | | ‘ | | Mame «
jCash in Drawer

Deposit Total 2,932.03 Fleqister 1
Feqister 2
K hecking

Save time using printable or manual deposit slips. [ Save & Close ] [ Save & New ] [ Clear

This process will correctly show the customer balance paid in full (i.e., the customer paid $1000 in
full using their American Express), the discount is correctly reflected as a business expense, and

the deposit into the bank account is also correctly reflected. The only other issue to keep in mind
is that typically the deposit will take several days to “clear” the bank from the credit card company
(so don't spend the money too quickly).
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PAYROLL LIABILITIES ERROR

Payroll (and inventory which we will discuss later) are the two areas where QuickBooks is less
forgiving and clients are more likely to make mistakes.

Most often the errors are the result of incorrect or inconsistent procedures.

The most common error in this area is that the “Pay Payroll Liabilities” feature was not used,;
rather payroll tax payments were entered using “Write Checks.”

Common Symptoms are:
e Payroll Liabilities are higher than expected
e Payroll Tax Expense are higher than expected
e Bank account balance is OK

o Payroll tax returns have been prepared and filed showing no balance due (and no notices
to the contrary have been received)
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PAYROLL LIABILITIES FIXES

PAYROLL LIABILITY PAYMENT

Following proper procedures for the payment of payroll tax liabilities is imperative. If the
procedures are not followed, the payroll liability report, as well as the payroll tax returns, will not
be accurate. There is no way on the bill or check screens to tell the software which specific
payroll items are being paid. The Pay Payroll liabilities feature must be used to correctly
designate the payroll items that are being paid.

Other liabilities, such as garnishments, union dues, health insurance, 401K, etc. should also be
paid regularly using the pay payroll liabilities option shown below. If these amounts are not paid
in this way, it is possible to do a payroll liability adjustment and not affect the accounts (update
the items but not the general ledger).

The steps to follow are:

e Correctly process the payroll liability check payments using the dates and marking the
liabilities for amount actually paid.

e Assign the appropriate check number in the register
e Delete the incorrect check

NOTE: It may be necessaty to clear the liability checks with the next bank reconciliation
(i.e., beginning balance will be off by the amount of these checks)

The date range for the liabilities is important for the payroll liability reports and subsequent payroll
tax returns. This is the way that QuickBooks knows which period the payment should be applied
to. (Bonus Tip: Clients often do not understand the “period end” versus “check date” concept)

The second critical date is the check date. This is the date the payment is generated and will be
recorded as a reduction in the liability and reduction in the bank account balance.

QuickBooks will accept alpha-numeric check numbers so EFT, for example, is acceptable if the
payment was made electronically.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Employees > Payroll Taxes and Liabilities >
Create Custom Liability Payments > Choose date range

iR Franklin Country Gardens, LLC - QuickBooks: Premier Accountant Edition 2008
Fie Edit View Lists Accountant Company Customers Vendors Employees Banking Reports Window Help

@ i@ o
@ @& & &= E4 ) L B &
Home | Customer Center Wendor Center Employee Center  Report Center  Help | Search Reminders — Feechack Services

x

|t

=. Pay Liabilities

Open Windows
Hi enter expenses/penaltiss
Payroll Accourt BNt STt s
Create liahilty check without
Payroll Account 8 O e Payroll Liabilties Report
04292003 Show PayrcllLiabities
Sort By |Payable Ta Dates | Custom ~ | From  [o1jo1/z008 [E] Through [o3yay/zooe
o Payroll Ttem Payable To Balance Ak, To Pay
CT - Unemployment Company |Administratar, Unemployment Compensation 235.23 000 A
CT - Withholding Department: of Revenue Services 252,47 0.00
Federal Unemployment Uniked States Treasury 47.47 0.00
Federal Withholding Uniked States Treasury 975.00 0.00
Medicare Company United States Treasury 117.62 0.00
Medicare Employes United States Treasury 117.62 0.00
Social Security Company — |United States Treasury 502.90 0.00
Social Security Employes |Uniked States Treasry 502.90 0.00

NOTE: If the QuickBooks Standard Setvice (previously the Do It Yourself Payroll Tax Setvice) is
used, the software will show the amounts due for the time period, but will not remind the user to
actually pay the payroll taxes and liabilities. Use the look back period test to see if the client needs to
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change their payroll tax liability payment frequency. The state agencies also have their own
guidelines. If the business bookkeeper or owner is unsure as to when the taxes should be paid, a call
to the accountant or governmental agency should clarify the situation. Penalties and interest add up
fast, so tax payments become very expensive if they are paid late.

TIP: To make sure everything is in balance with the payroll, compare the general ledger liability
balances, the payroll liability summary for the year to date, and the payroll liability summary with the
date changed to “All”. All three reports should be the same.

NOTE: Electronic Tax Payments and Electronic Returns — If the Assisted Payroll Tax Setvice
(previously Deluxe) is being used, the service pays the Federal and State taxes electronically on behalf
of the company. If other liability checks need to be issued, the same procedures as detailed earlier
should be followed. When the Employee > Pay Payroll Liabilities option is chosen; the federal and
state amounts will not appear. Only any additional liabilities will be available for payment (such as
health insurance, 401K, etc).

TIP: New with version 2008 is a new payroll service called Enhanced Payroll Service. There is also an
edition available to Accountants knows as Enhanced Payroll Plus for Accountants. The expanded
functionality of this service includes net-to-gross calculations, workers compensation tracking, state
payroll returns for approximately 40 states, and processing payroll for up to 50 clients when done on
the same registered copy of QuickBooks. For a comparison of all the Intuit Payroll Services, visit
http://www.payroll.com/compatisonchart.html

CORRECTING THE BANK REGISTER

When the payroll liability check was entered correctly, the result was two payments in the bank
register. When deleting the previous entry, the double entered check is that has the “CHK” type
payment should be deleted; the “LIAB CHK” type payment is the correct payroll liability payment
and should remain.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Home Page > Check Register

i@ Sample Carl's Computer Shop - QuickBooks: Premier Accountant Edition 2008

File Edit Wiew Lists Accountant Company Customers Vendors Emplovees Banking Reports  Window Help

@ & = = E¥ )] B B2 & & |®
Hame Customer Center  Vendor Center  Employes Center  Report Center  Help Rept  Invoice Return  Estimate Item Bl Pay Bills ¢

Open Windows
B
Receive
= Checking
2 Goto..  E@Print.. (2 Edi Transaction QuickReport [ ¥] Download Bark Statement
Date Mumber Payee Payment < Deposit EBalance
Type Account Memo
12f08/2007 2343 State Board of Equalization 4,375.54 126,475.44
TASZPMT _ [I-split- ABCD 11-234567
12/06/2007 2344 MciCarthy B McCarthey, Attorneys at Law 6,200.00 120,275.44
BILLPMT [[Accounts Payable 85-93117
12/10f2007 2345 Oliveri Accountants 563.00 119,712.44
BILLPMT [lAccounts Pavable Monthly Accounting Fe|
12/15(2007 2346 Damon Lewy 1,202.50 118,509.94
PAY CHE [ -split-
12f15fz007 2347 Favi T, Belur 994,39 117,515.55
PAY CHE_ [-split-
12f15fz007 2348 Cal Gas & Electric 385.00 117,127.55
BILLPMT  [lAaccounts Pavable 560-52645-99C
12{15f2007 2349 Caloil Company 186,00 116,941.55 =
BILLPMT  [lAaccounts Pavable 95-4567-432 ~
Splits Ending balance 112,134.55
[ t-Line
sert b [Date, Type, Number]..
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Although the bank reconciliation beginning balance may be off if the erroneous checks were
already marked as cleared, there is not any way to avoid this. The beginning balance should be
too high for the amount of the liability checks, mark those liability checks as cleared as part of the

reconciliation, and the difference at the end of the process should be zero. Your next bank
reconciliation should be fine.
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LOAN BALANCE ERRORS

Loan related transactions are always more challenging for clients, and as a result, errors are quite
common. Often the loan was not recorded to begin with so the payments are simply expensed as
they are paid. Or, the entire payment is assigned to the liability if the loan has been recorded
(typically by the Accountant).

Some indications may be:
¢ loan balance or interest expenses do not look reasonable

e loan balance or interest expenses are too high for both if entire payment coded to the
expense account

e loan balance or interest expenses are too low for both if the entire payment was coded to
the liability account

The existence of the loan may be discovered because of an increase in an expense account such
as Automobile expense or Office expense.

Some accountants choose to handle this issue themselves each time they do the work, others
choose to provide the loan amortization schedule to the client (or have the client obtain it from the
lender or from loan statements) and train them to correctly split the transactions going forward.
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LOAN BAILANCE FIXES

JOURNAL ENTRY

General journal entries have long been the accountant’s “domain.” Although many of the
adjustments that need to be made are handled more effectively by using a QuickBooks form (i.e.,
payroll, inventory, information for sales reports, etc), there are certain instances when creating a
journal entry is the only way to enter the transaction. This includes Accountants who are using
the Accountant’s Review Copy with their clients, loan adjustments, depreciation, fixed asset
correcting entries, etc. Assuming entering the transaction as a journal entry does not have any
reporting or feature implications; the adjusting journal entry feature expands the reporting
capability for work paper preparation for the accountant:

e Adjusting Journal Entries Report
e Adjusted Trial Balance, and

e Working Trial Balance.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Company > Make General Journal Entries
wm sample Carl's Computer Shop - QuickBooks: Premier Accountant Edition 2008

File Edit Miew Lists Accountant Company Customers  Wendors Emplovees Banking Reports  Window  Help

@ & & g F @ | & BH & &
Home Customer Cenker  Yendor Center Emplovee Center  Report Center  Help . PRept Inwvoice Returm  Eskimate Item Eill

Open Windows E@ Make General Journal Entries

< Previous & [i[=54 @ Pring. .. %‘l Find Qh Histary ﬁ Reverse Reports
Date 03/10/2005 Entry Mo. | 2008-10 Adjusting Entry

Account Dbk Credit Mo Marne: B... Class

N N N N N N

take Gerneral Joumal E. .

b/
Totals 0.00 . |

Save & Close ] I Save & hew ] [ Clear ]

TIP: The ability to set a pteference to have the software automatically, sequentially number the
journal entries was new with version 2002. New with version 2003 was the ability to see a specific date
range of journal entries on the screen below the journal entry input screen.
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The new addition for QuickBooks: Premier — Accountant Edition version 2004 is the ability to
mark a journal entry as an adjusting entry by clicking on the check box. This small change has
large implications to increase the flexibility of reports. For example, the adjusting column (a
check mark in this column designates the entry was an adjusting entry) has been added to the
default format for the following reports:

General Ledger
e Journal Reports
e Profit & Loss Detall
e Balance Sheet Detall
e Transaction Detail by Account
e Transaction List by Date
e Audit Trail
e Income Tax Detall
NOTE: The ability to filter a teport for only the adjusting journal entries is not available.

With Version 2003, there are also two new reports designed specifically to streamline the process
for accountants: the adjusted trial balance that includes the unadjusted balance, adjustments, and
adjusted balance columns; and the adjusting journal entries report which is a report of only the
entries for the time period that have been designated as adjusting journal entries.

New with version 2008 is the ability to have the adjusting entries appear on a working trial
balance report.

CORRECT PREVIOUS ERRORS

Alternative: Correct bills and/or checks to split each payment to the liability and expense as
necessary

Correcting the previous errors will provide a clean historical record. Correcting coding errors with
subsequent journal entries will result in a more complicated audit trail. Plus the client is more
likely to continue to make the same mistakes if they go back and look at a previous transaction,
so ideally each transaction would be corrected individually and properly coded. There are several
ways to find the previous transactions to make the corrections when using QuickBooks.

Find Feature

The find feature is so easy to use compared to many other software packages. The “Ctrl+F" is
the key stroke for the feature. The advanced tab is for general look ups (and is the only option
available in older versions) whereas the simple tab is to find specific types of transactions. With
either tab, enter what you know and QuickBooks will find the transactions that match the criteria.

New with Version 2008 the find feature will default to tab that was used last. With 2008 the Detall
Level default was changed back to “All” rather than “Summary” as was the case in a few of the
previous versions.
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Besides the find feature, there are several ways to find a transaction that has already been
entered.

e On all of the forms there is a previous and next button that can be useful. This is not
usually the most efficient method since QuickBooks places all the transactions in date
order as they are entered. This is not in the order entered, so if bills have been entered
through 8/31/03 and a bill is entered dated 7/30/03, to find it would require pressing
previous through all the August transactions.

o A more efficient method may be to use the register. This is also in date order, but it is
easier to scroll up and down through the list. If a form is open on the screen (a bill for
example) pressing CtrI>R will open the appropriate register (in our example the Accounts
Payable register). Once you find the transaction, double click to open the specific
transactional form. The register can also be entered from the chart of accounts list.

e If you see a transaction on a report and would like to see detail about it, place the cursor
on the line of the transaction. It will change into a magnifying glass. Double click and you
will zoom to the detail.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Edit > Find > Advanced

ple Ca ompute pp () (Books: Pre ar A 0 3 ditio 08
File: Wiew Lists Accountant Company  Customers Wendors Employees Banking Reports  Window  Help
Lo iz |2 = B | ® ; B B & & | &
H Revert or Certer Emploves Center | Report Cemter  Help  ©  Rept  Inwoice Reburn  Estimate Ttem Bl PayBills ¢
Cut Chrl
Op Copy Chrl+C d -
Paste Chrlw
Simple: Advanced
Use Reqgister  Cer+R 4"
ol Chaose Filter Current Choices [—d]
Use Calculakar Accounk Find
Search... Filter Sef ko
Al accounts w i i Reset
Find... ChrlLF E] - . Pasting Status |Either
Preferences. ., Include split detail? :
o Mo Close
Y&s
For detail accounts matching
TransackionType 2l accounts
Dake Type Murn Marme Account Memao Anaunk G0 To
Report
Export...

NOTE: It may be necessary to click on the history to drill down to the bill from the bill payment check
to correct the coding.
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QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Home Page> Check Register > Find Bill
Payment > Edit Transaction> History

| Transaction History - Bill Pmt -Check

| Bill Payment Information ’ cancel l
4 ‘endor kKeswick Office Supply
Date Paid 121542007 Pavment From  Checking ’ Help l
Check Mo, 2351 Payment dmount 244,00 ’ Print l
Mermo —
Bills Paid
Twpe Diake Murnber Arnaunk | Pk Balance : ’ Edit Bill P, l
-244.,00
[ GoTo ] -

The benefit of finding the incorrectly recorded transaction and fixing it is that with the automatic
recall preference turned on, the change in account and coding will automatically appear when the
next payment is entered. By default this preference is not checked so to use the feature will
require turning it on.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Edit > Preferences> General >
Automatically recall last transaction for this name or Pre-fill accounts for vendor based on past
entries

Preferences

B Accounting | _ﬂr Preferences |L Comparry Preferences
3 Bill=
% - [] Pressing Enter moves between fields  [] Bring back all one time messages
Checkin
et g ] futomatically open drop-down lists F Turn off pop-up messages for
=4 Deckhop View when byping products and services
%5 Finance Charge Beep when recording a transaction Show ToolTips For clipped text Default
[] Automatically place decimal paint Wwarn when deleting a transaction or
f{i Inteqrated Applications " . unused list item Also See:
[ warn when editing a transaction
. Iterms & Inventory e
f=f Jobs & Estimates Aukamatically recall information
Payrall & Employess Automatically remember account o transaction information
Reminders (%) Aukomatically recall last transaction For this name
Reports & Graphs () Pre-fill accaunts for vendor based on past entries

Sales & Cust
SR LIS Default Date ko Use for Mew Transactions

Sales T o
Ales T ") Use today's date as default (2} Use the last entered date as default
Send Forms
Service Conneckion Keep custom item information when changing item in kransactions
Spelling &) psk O Bhways ) Mever
Tax: 1099

B EE R &S @t

Tirme & Expenses

Bonus Fix — Use the Loan Manager (2004 - Pro and higher) in the future to automatically
amortize the loan payments (Banking > Loan Manager)
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FIXED ASSET ERRORS

e Common Errors:

0 Expense has been recorded for the loan payments but the asset and liability
have not been recorded

0 The loan account was created with an opening balance on the new account set
up screen

e Primary Indications:
o0 Review Accumulated Depreciation for appropriate balance and entries
0 Balance Sheet figures are incorrect in Fixed Asset area
e Supplementary Symptom: Consider operating versus capital leases
e Bonus Errors:
o0 Purchases that should be capitalized are expensed
0 Purchases that should be expensed are recorded to the fixed asset account

Recording the fixed asset purchase is not usually a transaction that the client thinks about, or, if
they do, they do not know how to record it correctly. Due to the infrequent nature of this type of
activity, do not assume consistency on the part of your client.

The first step is to figure out what has and has not been recorded

The next step is to determine if the accounts that will be needed exist on the chart of accounts
(i.e., fixed asset, other current liability, long term liability, loan interest)

Then you can begin to figure out how to fix it.
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FIXED ASSET FIXES

JOURNAL ENTRY

As was described in the previous section, a journal entry is an effective way to deal with
reclassifying and/or recording a fixed asset transaction. To record the transaction correctly,
obtain the bill of sale or other paperwork that supports the purchase. This paperwork should
detail any additional costs that should be capitalized (such as delivery and/or installation), as well
as any amounts that can be expensed in the current period (for example the license fee for a
vehicle purchase). Prior to making the entry, it is also important to discover what has been
already recorded in QuickBooks: was there a down payment, if so, how was it recorded; have
there been loan payments made already, how were they recorded; has the fixed asset and/or
loan accounts been created on the chart of accounts, if so, was any activity already entered onto
the register? Once the determination has been made as to what was recorded, it is simply a
matter of creating a journal entry to reclassify everything correctly.

PATH: Company > Make Journal Entries; see also Loan Errors

FIXED ASSETS CAPITALIZATION POLICY

Although this question is primarily accounting policy in nature, the answer is important when
determining if the fixed asset section has been handled properly. A capitalization policy is a
materiality threshold for when a purchase is recorded as an asset versus expensed in the current
period.

The general rule is: If an asset has a life that exceeds one year, it is an asset. For example, a
computer or a garbage can has a life of greater than one year where as a pad of paper does not.
The capitalization policy is determined based on the size of the company and the typical size of
expenditures. In our previous example, capitalizing a $10 garbage can (and depreciating it $2 a
year for the next five years) does not make sense from the standpoint of keeping track of it,
placing it on the schedule for tax return purposes, and making the entry each year to depreciate
it. A $2,500 computer system, on the other hand, should be handled properly. For most small
businesses, the limit is usually around $500, but this can vary depending on the type of business,
typical expenditures, etc.

FIXED ASSET MANAGER

In QuickBooks: Premier 2004 (and higher): Accountant Edition, there is a built-in Fixed Asset
Manager that you can use to easily track your clients’ fixed assets and generate automatic
depreciation journal entries into their books each month.
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PRIOR PERIOD CHANGES

One of the most frustrating things for Accountants using any software is when they begin the
work for the new period and the prior period balances have changed.

In QuickBooks this is part of the double edged sword of easy to use and correct, but incorrect use
of the safeguards and good accounting controls can be problematic.

The solution involves a more active role by the accountant to ensure that their entries have been
processed and recorded correctly. More extensive client training might be needed. Next use the
tools available within the software to discover what has been done, and then fix it.
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PRIOR PERIOD FIXES

VOIDED/DELETED TRANSACTIONS

With version 2007 (Pro and higher) is the Voided/Transactions Report. This is an easier way to
see which transactions have been voided or deleted for a specific time period. This is a summary
report so it is possible to double click on the specific entries to drill down to the transactional
history report to see the detail.

REPORT PATH: Reports > Accountant & Taxes > Voided/Deleted Transactions Summary or Detail

When the report is opened for the first time, a warning pop up box appears:

“This version of QuickBooks tracks transactions that you void or delete and displays them in this
report. It does not display transactions that you voided or deleted using any QuickBooks version
prior to QuickBooks 2008. . . “

Yoided/Deleted transactions x|

This wersion of QuickBooks tracks transactions that you void or delete and

@ displaws them in this report, Ik does not display transactions that oo
woided or deleted using any QuickBooks wersion prior ko QuickBooks 2005,
Far more information, choose QuickBoaoks Help From the Help menu. In
the Index, enter the kewvwords "woided transactions,"

[ Do not display this message in the Futureé

0K |

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Reports > Voided/Deleted Transactions

2 Sample Carl's Computer Shop - QuickBooks: Premier Accountant Edition 2008

File Edit Yiew Lists Accountant Company Customers Vendors Emplovess Banking Reports  Window Help

- . P o

® & & = & |® @ 3 # B | ® g & B 4 4 &

Home: Customer Center  Vendor Center  Employee Center  Report Center  Help Rept  Invoice Return  Estimate Item Bill Pay Bils Check Payment Deposit  MemRpts  Find  Backup Feedback
gl Fidl Voided/Deleted Transactions Detail _HE|E|

Open Windows

Modify Report... Memotize... || Print... || E-mail * || Export... Hide Header Refresh
Date EnterediLast Modifisd | Custom | From [01jo1 /2007 [ 1o | 12/15/2007
10:03PM Carl's Computer Shop
12ns0t Voided/Deleted Transactions Detail
Entered/Last Modified January 1 through December 15, 2007
Hum_ Action + EnteredLast Modified = Date = Hame ¢ Memo o Account @ Split @ Debit @ Credit @

Transactions entered or madified by Admin

Deposit
4 Deleted Transaction 120572007 20:53:23 oo 4
Added Transaction 121502007 20:42:32 121 552007 Deposit Checking -SPUIT- 317825

Cliveti, Tam Undeposted Funcds Checking 307825
Sales:Consignmen...  Checking 100.00

Internal Control Note: This report does show transactions that were voided or deleted in the same
session.
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AUDIT TRAIL

Although QuickBooks does not have the same enter, print, and post routine as many other
software packages, it does have an audit trail report. For versions 2007 and higher, the audit trail
is automatically turned on. In the past, you needed to turn on the audit trail. This is no longer
necessary.

TIP: In order to make this report efficient and effective, it is imperative to set up users for all
individuals working in the data file.

Establish a user name and password unique to each person who will be using the software. In
addition to the date and time, the user is also tracked.

TIP: The audit trail function wotks well for supervising data entry by others since it is possible to do a
report of all the transactions enteted/modified for a specific date range.

Comparison of the Financial Statement reports as prepared by the Accountant and the current
balances as of the same date in QuickBooks will often provide clues as to what transactions may
have been changed: For example, is cash significantly lower in QuickBooks? Was an old
outstanding check deleted or voided? Was a bank fee subsequently recorded in the previous
period and manually cleared?

CLOSING DATE

It is recommended that the closing date be assigned regularly, usually after the bank
reconciliation and financial statements have been prepared for the previous month. Because this
information is on the company preference, only the Admin password can change it, another
reason to not allow any other user to know the Admin user.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Edit > Preferences > Accounting > Set
Date/Password

Home | Customer Center Vendor Center Employes Center JEARAERLEECEUTEN LT

x [ Orly the Admin user can set the closing date and passward.
Open Windows L T keep your Financial data secure, QuickBiooks recommends assigning al other users their own
R username and password, in Company = Set Up Users.

- Date

gy Eills GuickBooks will display a warning, or require a passward, when saving a transaction dated on
# checkng or before the closing date. More debai. .

24 Desktop View closngpate | [E)
Fey Finance Charge

Ba General Passwiord

: Quickbooks strangly recommends setting a password ko protect transactions dated on or
38 Inteqrated Applcations befare the dlosing date.

@b Items & Invertary i —

B Y s Clasing Date Password [ il

|

q Payrol & Employess Confirm Passward \_

Ty Reminders
@ To ses changes mads on or before the closing date, visw the Report in
Wl Reports & Graphs Reports > Accauntant & Taxes.

lg| Sales Tax
Q S Dl [rough wWith DOOKS are Closed; [GE XS]

& Service Connection
[¥ Speling

[ Tax: 1089

T Time & Expenses

NOTE: Since this change is a preference, the Admin is the only user who can change this password.
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In a perfect world, transactions would be entered, accounts would be reconciled, and financial
statements would be issued at which time the closing date would be updated. In reality, most
small businesses do not use the reports available as often as they should and therefore do not
institute the procedure of closing the period. Instead, they take the approach that corrections and
reclassifications can be made throughout the year until the time when the accounting records are
sent off to the accountant. It is the opinion of this author that that type of business management
may be acceptable when there is only the owner, who is also the bookkeeper, who is also the
sole decision maker. Once that situation changes, it is important to review reports timely and to
revise the closing date so that reports that have been reviewed in prior months do not change.

PASSWORDS

As QuickBooks becomes more widely used as a bookkeeping tool by small business owners, the
concerns and issues raised by accounting professionals deserve some attention. Although the
computer operating system itself may have passwords, the additional level of security of
password protecting the data itself is usually prudent. Based on the experience of this author, the
most common concern relates to the audit trail: the ability to change entries after they have been
recorded. Using passwords and permissions in QuickBooks is required to reduce the likelihood of
this happening. There is a double edged sword in QuickBooks because the data can be quickly
and easily corrected when mistakes happen, but it can also be easily changed after the books
have been reconciled, financial statements issued, and/or the tax returns have been filed. The
password protection feature and related closing date helps to reduce the likelihood of such
problems when used consistently. In addition, the 2002 version and higher of QuickBooks:
Premier also has several new reports to assist in finding such changes.

Each firm that is going to provide bookkeeping services will need to determine what the password
procedures and protocol will be. For example, is the Admin password going to be the same for all
clients, what about the user names? And who has access to the Admin password?

Each person should be setup individually. The designation of the specific areas of the software
that the user is allowed to work in, as well as limiting the activities a user can perform, offers
improved flexibility by releasing certain functions to permit effective and efficient use of the
program. The password feature within QuickBooks continues to serve several functions:

e Protection of prior period data from accidental changes by setting the closing date
e Restricted access to confidential information by creating individual user passwords
e Protection of data from changes by unauthorized users

e Tracking data entry of various users
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Password Set Up

The following set up instructions is for QuickBooks products versions 6 and higher as well as
Enterprise Solution through version 4. For Enterprise version 5, the set up process has been
completely changed, allowing over 100 different levels of customizable permissions per user.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Company > Setup Users and Passwords >
Set up Users

File  Edit View Lists Accoduntant Company Customers Vendors Employess Banking Reporks
® & & & B |@
Home Customer Center  Vendor Cenber  Employes Center | Report Center  Help @ Ropt I

Open Windows

Set the closing date: | Closing Date. ..

For each new user, selected areas of QuickBooks should be chosen to permit limiting access to
adding, deleting, or changing transactions in a closed period.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Company > Setup Users > Add User >
Selected Areas of QuickBooks

Ip

e & & & F @ B @ 5 & &

Home Customer Cenber  Wendor Center  Employee Center  Report Center  Help  © Rept  Invoice Return  Estimate Ikem

User List @
|Pedrmim floqged on) | | adduser...

Set up user password and access
256

Q@M’- What do you want this user to have access to?
# \5 (%) Belected areas of QuickBooks

Open Windows

Access for user: Mike

{ou will make the selections in the screens that Follow)
) all areas of QuickBooks
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Each user should be set up individually. If there are multiple QuickBooks data files the
passwords will need to be set up for each one. The specific areas that are available for no
access, full access, or selective access (i.e., create transactions, create and print transactions, or
create transactions and generate reports) are as follows:

Sales and Accounts Receivable
Purchases and Accounts Payable
e Checking and Credit Cards
e Inventory
e Time Tracking
e Payroll

e Sensitive Accounting Activities (includes online banking, transfer funds,
and journal entries)

e Sensitive Financial Reporting
e Changing and deleting transactions in A) permitted areas and/or B) closed periods

The first areas are determined based on the functions that the user will perform or need access
to. The last two options, however, deserve additional clarification.

A) is a choice to let the user change or delete transactions in the areas that they have
been given access. This, like so many issues in QuickBooks can be a blessing and a curse. For
example, if User A creates an invoice and prints it (which automatically will save the transaction)
and then realizes that a typographical error has been made in the description section, should this
person be able to go back and correct it, save it, and reprint it? From an operational standpoint,
the answer is probably yes, it happened right then and the hassle of explaining the change to
User B (with the Admin password) and User B making the change can be cumbersome.
However, from an internal control standpoint, providing User A with the ability to change
transactions in specific areas means that an invoice could be created, printed and sent, then
subsequently voided, changing the accounting data.

B) for all users should be No, do not permit changing or deleting transactions in a closed
period. If a change does need to be made, for example final adjusting journal entries from the tax
accountant, the Admin user can make those changes. The reason that it is important that no one
else have that ability pertains to users who do not understand the software or do not have enough
accounting knowledge to understand the potential problems of changing prior period data. For
example, a check has been outstanding for several years and the bookkeeper is assuming it
should be voided. If the check is simply voided, the accounting history will change from the date
of the original check because this transaction is now zero. When the accountant begins the year
end work the Retained Earnings balance has changed. This creates the challenge of finding out
what happened. Saying No to this choice is very cheap insurance to force well-meaning
individuals (with access to the Admin password) to go through a few additional steps to change
history. To make the process of discovering the changes easier, new with QuickBooks: Premier
Version 2008 is an additional report to track these changes. The Closing Date Exception Report
is located on the Report menu under Accountant and Taxes.

With this enhancement, real time user tracking is available, and the audit report has been
modified to include the user responsible for entering/modifying specific transactions.
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NOTE: It is not possible to give a user access to only view reports but not enter new transactions. It is
possible to remove the ability for a user to change or delete existing transactions. Setting a closing
date can remove the ability for the user to enter transactions prior to the closing date. But with all the
alternatives, if they can view reports, they can enter new transactions with dates from the closing date
into the future.

TIP: The first time you setup passwords, you will be asked to entet a passwotd for the user name of
“Admin”. Do not change this name to someone’s actual name: leave it as Admin. This provides an
extra level of security and protection for the data. There ate certain functions that only the Admin
user can perform, so be sure to write down in a safe place (or several) what this password is.

TIP: Change passwords regularly and definitely when an employee has been terminated.
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PASSWORD SET UP CHECKLIST

User Name: Password: Selected/Full
Features None Full Selective/Create | Selective/Create &
Reports
Sales/A/R
Purchases/A/P
Checking/CCd
Inventory
Time Tracking
Payroll
Acc’tg Activity
Financial Rept
Change/Delete | Areas they Yes Closed Periods: | Yes
have access: | No No
User Name: Password: Selected/Full
Features None Full Selective/Create | Selective/Create &
Reports
Sales/A/R
Purchases/A/P
Checking/CCd
Inventory
Time Tracking
Payroll
Acc'tg Activity
Financial Rept
Change/Delete | Areas they Yes Closed Periods: | Yes
have access: | No No
User Name: Password: Selected/Full
Features None Full Selective/Create | Selective/Create &
Reports
Sales/A/IR
Purchases/A/P
Checking/CCd
Inventory
Time Tracking
Payroll
Acc’tg Activity
Financial Rept
Change/Delete | Areas they Yes Closed Periods: | Yes
have access: | No No
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INVENTORY ERRORS

ERRORS & SYMPTOMS
e Common Error: Incorrect and/or inconsistent inventory procedures

e Primary Indication: Inventory Valuation Summary report does not look right
0 Inventory quantity is negative to too high
0 Average cost looks too high, too low or zero
e Supplemental Symptom: Asset Value does not agree with the General Ledger
e Bonus Errors:
o Inventory is sold before it is purchased
0 Unit of measure is not used consistently
o0 Products that are used by the business or given as samples are not recorded

Inventory, along with payroll, is consistently one of the most problematic areas for clients who are
doing the bookkeeping themselves. While the process seems straight forward, incorrect and/or
inconsistent procedures create errors that can be more challenging to correct.

The first issue, before any work is done on the file, should be to determine if inventory type parts
are appropriate for the client or if their needs be better served with non-inventory parts where the
perpetual count and average cost is not an issue.

Assuming inventory is appropriate for the client, the quickest way to get an overview of the extent
of the situation is to compare the inventory valuation summary report to the Balance Sheet
inventory asset balance as of the same date. The detail on the report itself such as negative
inventory balances or average cost amounts that do not look reasonable provide some key
indicators, a difference between the Asset Value total on the report and the inventory asset
balance in the general ledger is another tell tale sign that some work will be needed in this area.

As part of the reconciliation and cleanup process, it may be necessary to deal with additional
issues such as correct procedures, what is the unit of measure, and how use tax, samples, etc.
are being recorded.
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INVENTORY FIXES

ITEMS OVERVIEW

An item is anything that a business will sell. The easiest way to think about an item is to
understand that it is the link between the information entered into a form and the transaction that
is recorded to the various accounts in the general ledger. Any line that will have a corresponding
dollar amount with it will require an item. The list can be as simple or as complicated as you
choose. For example, if the business sells pizzas, one item is all that is required. As each invoice
is created, the description and price could be revised as needed. The other alternative would be

to create items for each of the different kinds of pizzas sold. This approach would eliminate the
need for revisions as the invoice is created since the description and price would come up
automatically. More sophisticated sales reports would also be possible in the latter example.

There are many judgment calls and different ways to achieve accurate general ledger results.
Review of the item list is critical to A) confirm that the items have been set up correctly and B)
that the decisions made are appropriate for the business based on the flow of paperwork,

accounting knowledge, QuickBooks experience, etc.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Lists > Item List

7 Sample Carl's Computer Shop - QuickBooks: Premier Accountant Edition 2008

File Edit ‘Miew Lists Accountant Compary  Customers  Mendors  Emplovees  Banking  Reporks  Window  Help
B 3 & ) & 2 & B & e &
Harne Customer Center  Yendor Cenker  Emploves Center  Report Center Help Rcpt  Invoice Returm  Eskimate Ikern

Dpen Windows

Itern List

Item Types

B. Item List

+Cable Installation
+Consulting & Training
+Delivery

+Diagnostic Service
+Install Hardware
+Repair Service

+150 GB Hard Drive
+180 GB Hard Drive
+200 GB Hard Drive
+CORMW Drive
+Campuker Case
+CPU-4,0ghz
+CPU-5,0ghz
+CPU-8,0ghz

+DWD Plawver
+Keyboard

+Laptop on Consign. ..
+Monitar-15
+Maonitar-17

Description

Install computer cables
Consulting and Training
Deliver Swstems and Set up
Diagnose Computer Problem
Install Peripheral

Computer Repairs and Har. ..
Hard Drive - 150 GE

Hard Drive - 130 GB

Hard Drive - 200 GB

CORW Drive 24x12x24
Cornputer Case - Model #...
4,0 Gigahertz processor
5.0 Gigahertz processor
8.0 Gigahertz processor
WD RaCM Plawer

standard Kevboard

Laptop on consignment - ..,
15 inch Monikar

17 Inch Monitor

SErvice

Service

Service

Service

Inwentory Park
Irreentory Park
Irventory Park
Inwentory Park
Irreentory Park
Irrventory Park
Inwentory Park
Irreentory Park
Irventory Park
Inwentory Park
Irreentory Park
Irrventory Park
Inwentory Park

Accaunt

53l S =]
Sales:Service
Sales:Service
Sales:Service
Sales:Service
Sales:Service
Sales:Merch...
Sales:Merch...
Sales:Merch...
Sales:Merch...
Sales:Merch...
Sales:Merch...
Sales:Merch...
Sales:Merch...
Sales:Merch...
Sales:Merch...
Sales:Cansig. ..
Sales:Merch...
Sales:Merch...

©n Hand

o e e e s e g e B

el = == fall 09 el 0= [l © Il = Bl G gl 1) L £

Eill

| E
i
>

Ikem '|[ Ackivities '][ Reports '][ Excel =+

When creating an item list, there are several choices of item type to choose from. The type is
important for subtotals on reports and for some function options.
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Below is a list of the types and the typical use for each:

Service - most commonly used for items such as labor, consulting, hourly fees, etc. This
type of item is required for use on timesheets.

Inventory part - items that are normally carried in stock until sold. This item type will keep
a running balance of quantity on hand and moving average cost. This item type will
record purchases into an Other Current Asset account when purchased and reclassify
the appropriate amount to cost of goods sold when an invoice or cash sale receipt is
created. Detailed discussion of this type of item is beyond the scope of these materials.

Inventory assembly - items that are created from other inventory items (i.e., assembled)
then carried in stock until sold. This is a new item type with version 2003 and above,
Premier only. This item type will keep a running balance of quantity on hand and moving
average cost. This item type will record purchases into an Other Current Asset account
when purchased and reclassify the appropriate amount to cost of goods sold when an
invoice or cash sale receipt is created. Detailed discussion of this type of item is beyond
the scope of these materials.

Non-inventory part - items that are not kept in stock. This could include items such as
custom or special orders. This item type is also used if the average cost method of
valuing inventory is unacceptable or perpetual inventory counts are not necessary. As
items are purchased, they are simply expensed.

Other charge - freight, gift-wrapping services, expenses that are passed through to the
customer are all examples of other charge type items. If an “opening bal” item is to be
created for entering the beginning balances for a new set up for Accounts Receivable
and Accounts Payable, this is usually the type that is used.

Subtotal - a special item type that permits a subtotal line on an invoice to accumulate the
amount due of all lines entered previously.

Group - this item type is used when several items are sold at the same time. There is the
flexibility of printing all of the individual components on the customer’s copy of the
invoice, or showing the detail only on the screen with one line on the printed copy of the
invoice that merges the detail together. The primary drawback to this item is, although
inventory and any other items are correctly reflected as a group is sold, there is not a way
to run reports on the group itself. For example, if an installed door set is sold that
includes a door, the hardware, and labor, a sales report will show the appropriate amount
of revenue for each component but will not show how much revenue was generated from
the sale of the door set group, only how many doors were sold, installed or not.

Discount - this is a reduction on the invoice that can be either a flat dollar amount or a
percentage of the line immediately preceding it. If a discount is to be given off of each
item, the discount will be entered either after each item, or once after a subtotal of all
items.

Payment - if a payment is received at the time of the invoice, this is item type to be used.
Keep in mind, however, that a statement shows only the totals from transactions, i.e., the
invoice on the statement will show the net amount due on the statement after the sale
and payment have both been entered. If it is important to show the payment on the
statement, entering an invoice then creating a receive payment transaction may be
preferred.

Sales Tax - based on the customer being taxable, and the item being taxable, this item
will calculate the tax liability due based on the tax percentage entered.
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e Sales Tax Group - in California, it is the recommendation of this author that the sales tax
for each county be each created as a unique sales tax item, rather than entering the
individual jurisdictions and grouping them together. The resulting sales tax liability report
will be easier to reconcile using this method.

Inventory versus Non-inventory type parts

Inventory in QuickBooks is based on average cost. If this is an acceptable method for the
business, QuickBooks works well when set up correctly and proper procedures are followed
consistently for buying, selling and adjusting the inventory item balances. With that being said,
when are inventory type items appropriate and when are non-inventory type items a better
alternative?

Let us start with the definition of inventory parts versus non-inventory parts.

With inventory, the same item is coded to an asset, a cost of goods sold, and an income type
account. As the items are purchased (on the items tab of a bill, check, credit card charge, etc) the
inventory balance is increased for the quantity and cost of the item on the balance sheet.

Non-inventory parts, however, only have one account and both the purchases and sales are
recorded to the one account. To modify this, it is possible to edit the item and check the box in the
middle of the item (Pro and higher only) to use the advanced job costing features. What the box
says on the item is not important, what is important is that by checking the box the item now has
"two sides:" One account for purchases and one for sales. With non-inventory type parts, the
purchase is expensed and the sale is recorded as income. There is no matching of the timing
between the two.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Lists > Item List > Item (at the bottom of the
list) > New Item

2 Sample Carl's Computer Shop, - QuickBooks: Premier Accountant Edition 2008

File Edit “iew Lists Accountant Company  Customers  Wendors Employess Banking Reports  Window  Help

2 @& & &3 F |® B & B & & @ &
Horne Customer Center  Vendor Center  Emplovee Center  Report Center  Help - Rept Invoice Return  Estimake Ikermn Eill Pay E

E. Item List
Open Windows

Description Account ... | OnHand
Mew [tem = cacu o —El - T

Itern List New Item

+Install H ) )

+Repair 3 Use for services you charge For or purchase, like

+150 GB specialized labor, consulting hours, or professional Cancel

+180 GB fees,

2200 GB Next
CORW [

:Comput Itern Mame/Mumnber [ subitem of

s CPU-4 | | |

+CPU-5,

+CPU-8, Unit of Measure

Custom Fields

Speling

+DWD Plal
<Laptap
+Maonitar

+Monitar

Ikem is inackive
[ This service is used in assemblies ot is performed by a subcontrackar or partner 0

Description Rate

Tax Code

Hiow can I set rates by customers or employess?
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Items can be changed for coding corrections, or to change a non-inventory part to inventory.
There is not any way to change the items from inventory to non-inventory (short of starting a new
file or making the inventory items inactive). Make any changes carefully, because it is possible
that depending on what you all the history could change as well.

The most important aspect of using inventory is to always buy it before you sell it. And do not
ignore warning messages that state that you do not have enough in inventory to sell. This
message is indicative of the way you are using inventory in QuickBooks.

INVENTORY PURCHASES VERSUS SALES

By virtue of being a perpetual inventory system proper procedures are critical. One of these is
using the same item for purchases (i.e., bills, checks, item receipts) as well as for sales (i.e.,
invoices, cash sales receipts). The quickest way to confirm the item is used when buying the
product as well as when the product is sold is to do a quick report.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Lists > Item List > Reports
(at bottom of the list) > QuickReport

ample Carl's Computer Shop - QuickBooks: Premier Accountant Edition 2008

File Edit Yiew Lists Accountant Company Customers Wendors Emplovees Barnking Reports  Window  Help

® | & & 2@ & E ®:!:B@ @ B & B | @& &

Home Customer Center  Wendor Center  Emploves Center  Report Center  Help  © Rept Inwoice Return  Estimate Item Eil Pay Eills  Chec

E. ltem List
Open Windows S
4 | Mame Description Account ... | OnHand
+Cable Installation Install computer cables i Sales: SEI'\-'ICE

+Consulting & Training [Consulting and Training

+Delivery Delwer Systems and Set up

+Diagnostic Service o

«Install Hardware

+Repair Service

150 GB Hard Drive ] Hide Header Refresh

+180 GE Hard Drive
+200 G Hard Drive || b ate | From |o1ru1;2t|u? j To [1z/15j2007 (@]
+CORMW Drive

+Computer Case 10:20 PM Carl's Computer Shop
+(CPU-4,0ghz

+CPU-5.0ghe 12115107 Inventory Item QuickReport
:gsg_glfygehrz As of December 15, 2007

+Keyboard . % Type @ Date + Hum =« Hame
+Laptop on Consign, I "

+Mornitor-15 nventory
+Monitar-17 CDRW Drive

On Hand As Of 127312006
Check 0 022007 Lucchini Computers  CORW Drive...
Credit Memo o1 042007 horriz, Katherine CORW Drive...
Invoice 01 e 2007 .. Chidester, Jim CORW Drive...
il 1 M 72007 Latzon Petipherals CORW Drive...
Build &zsembly M M 72007 Build Povwyer ..
Build Azzembly 2001 72007 Build Micrange
Build Azzembly 2001 72007 Build Poweer ..
il 2M 72007 Latzon Petipherals CORW Drive...
Bil 03M 712007 ... Larson Peripherals CORMWY Drive...
Build Azzembly 03M 752007 - Build Micrange
Build Azzembly O3M 772007 - Build High End
il 04472007 Latzon Petipherals CORW Drive...
Bil 054712007 ... Larson Peripherals CORMWY Drive...
Build Azzembly 0503172007 - Build Poweer ..
Bil O&M 72007 ... Larzon Peripherals CORW Drive...
il 0772007 ... Latson Peripherals CORW Drive...
Creit a7 M 72007 Larzon Petipherals CORMWY Drive...
Build Azzembly 073172007 - Build Poweer ..

Sl @ mmmardal AT EOnT il hdicdemmean

Item List

Inventony Ikemn OuickRe...
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ITEM RECEIPTS

If an item has been received, but the bill has not arrived, create an item receipt. An item receipt
will not age in Accounts Payable until the form is edited to confirm that the bill has been received
(i.e., it does not show on the pay bills window). The item receipt will increase the Inventory and
Accounts Payable balances. This information can be linked to a purchase order either when the
vendor name is entered, or from the Select PO button at the bottom of the items tab.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Vendors > Receive Items (with or without a
bill — use checkbox to indicate)

=/ Sample Carl's Computer Shop - QuickBooks: Premier, Accountant Edition 2008

Flle Edit Wiew Lists Accountant Company  Customers  Yendors Employees Banking Reports  Window  Help

@ & & e B |® @ B & & @ €&
Home Customer Centet  Vendor Center  Emplovee Cemter  Report Cenmter  Help  © Rept Inwoice Returm  Estimate Item Eill Pay

Open Windows ‘B Create Item Receipts
L Previous & Texk %‘ Find Qb History J Journal

il Credit I [ il Received I
wendor Hamby Distributors w Date 121152007 .
Item Ref. Ha,
L]
Recelpt Tatal 3,087.00

Memo  Received ikems (bill to Follow)

Expenses $0.00 || Items $3,087.00

Ikemn Descripkion 0, | Cosk Arnounk Custome... | B...| Class PC Mo,
Cornpuker Case |Computer Case, ., 5 9,00 445,00 San T |200.
Motherboard | Computer . 5 119.00 595,00 San T |200. =
Power Supply | Computer Pow... | 10 29,00 290,00 San T... |20...
CZPU-4.0ghz 4.0 Gigahertz .. S} a7.00 455,00 SanT... |20...

CPU-5.0ghz 5.0 Gigahertz ... g 159.00 | 1,272.00 San T... |20...

s

[ selectro | [ cleartys | [ showpo |

[ Clear Splits ] [ Recalculate ] [ Save & Close ] [ Save & Mew ] [ Clear ]

If no Purchase Order exists, simply enter the information manually on the item tab of the form.

TIP: When the bill is received, click on the box in the upper right hand corner and the terms and due
date fields will appear. This will activate proper aging and permit bill payment procedures. This step
is important, if a new bill is entered rather than the item receipt being edited, the Inventory and
Accounts Payable balances will be inflated.
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ADJUST QUANTITY/VALUE ON HAND

Once the actual count has been completed, the inventory quantities can be adjusted through
QuickBooks by using the adjust gty/value on hand option. Keep in mind the ending count is being
entered as of the date at the top of the screen and the software will compute the difference with
the value adjustment based on the average cost of the item. That average cost is calculated
based on the running average cost from any prior adjustments to the value and any actual
purchases of the items. If the items do not have an average cost, the cost entered in the item set
up will be used. If no cost was entered when the item was set up, the cost adjustment will be
zero. If an adjustment needs to be made to the value, check the value adjustment box to enter
the total value of the item based on the quantity of the items on hand (i.e., enter the total for the
item, not the cost of each item).

TIP: The standard form appeats to change the quantity. If the value needs to be adjusted as well,
click on the value adjustment box to the bottom left of the screen to view current value and new value.

NOTE: that the new quantity and value should be for the entire extended total for the item (not each).

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Vendors > Inventory Activities > Adjust
Quantity/Value on Hand > Value Adjustment

7= Sample Carl's Computer Shop - QuickBooks: Premier Accountant Edition 2008

File Edit Wiews Lists Accountant Company Customers Wendors Employees Banking Reports  Window Help

® & & 4es) =4 @ i @ BH & | &
Home Customer Center  Wendor Center  Emplovee Center  Report Center Help - PRcpt  Inwoice Return  Estimate Ikem

Open Windows = Adjust Quantity/Value on Hand |Z i|r>__<|
<l Previous = MNexk

Adjust Quantityalue o,

adjustment Date | 03/02f2008

Ref. Mo. Customer: Job |

Adjuskment Account || w | Class |

Itemm Description Current Ciky M Ciby Gty Difference

180 GEB Hard ... |Hard Drive - 180 GE
200 GB Hard ... |Hard Drive - 200 GB
CORW Drive CDRMW Drive 24x12x24
Computer Case |Computet Case - Ma..,
CPLU-4.0ghz 4,0 Gigahertz proces., ..
CPU-5.0ghz 5.0 Gigahertz praces. ..
CPU-8.0ghz 8.0 Gigahertz proces. ..
DYD Flayer DYD ROM Player
Keyboard Standard Keyboard

Tokal Value of Adjustment 0.00

[ Save & Close ] [ Save & New ] [ Cancel ]
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CREDIT CARD USE ERRORS

ERRORS & SYMPTOMS
e Common Errors:

0 Only the amount to be paid is entered into QuickBooks with some type of
“guesstimate” of how the payment should be allocated

0 Accounts Payable features used to enter bills for revolving debt balances
0 Balance is a single entry in expense account
0 Credit card balances not recorded in QuickBooks at all

e Primary Indication: Financial Statements are significantly suspect due to missing or
misclassified spending

First there is the confusion of the term credit card: are you accepting credit cards as a form of
payment or are you using a credit card to pay someone else. Then there is the discussion on
how the information should be entered into QuickBooks properly.

If the business carries a credit card revolving balance, even occasionally, then the easiest
method of tracking the amount due is using a credit card type account.

If the business uses a credit card but pays the balance in full each month like any other vendor,
using the Accounts Payable feature to enter a bill each month when the statement arrives is
probably acceptable. The transactions can be split on the expense and item tab of the bill to
reflect accurately in the general ledger. The only potential problem with this method is any timing
differences based on the date of the bill versus the date of the transactions.

A common error is that only the amount to be paid is entered into QuickBooks with some type of
“guesstimate” of how the payment should be allocated. Or to eliminate guessing and the time
consuming process of actually entering the detail of the charges incurred on the credit card one
expense account is used for all credit card charges. Both of these errors create significant
distortion of the financial statements due to missing or misclassified expenditures.
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CREDIT CARD USE FIXES

UsSING BUSINESS CREDIT CARDS OVERVIEW

Revolving debt is a way of life for many small businesses. This additional leverage permits
growth that would not otherwise be possible. Keeping track of the balances and related charges
can be a challenge.

CREDIT CARD TYPE ACCOUNT

Although QuickBooks has Accounts Payable features that could be used, typically using the
feature specifically designed for entering and reconciling credit card charges from paying for
goods and services is much more efficient. The reasons include:

¢ A reconciliation process that includes balancing QuickBooks to the statement from the
credit card company and automatically generating a check or bill to pay all or a portion of
amount due.

e Accounts Payable Aging Reports and due dates are distorted when the entire balance is
not paid in full.

e Credit card charges are typically deductible for income tax purposes whether the credit
card company has been paid or not. When creating reports on the cash basis Accounts
Payable transactions coded to Profit and Loss accounts will automatically reverse.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Lists > Chart of Accounts > highlight the

credit card account

= Sample Carl's Computer Shop - QuickBooks: Premier Accountant Edition 2008

File Edit View Lisks Accountant Company Customers Vendors Emplovees Banking Reports  Window  Help

@ @ & o~ O, @ H
Horme: Customer Center  Wendor Center  Emplovee Center  Report Center  Help Rcpt  Imvoice Return  Estimate

"® Chart of Accounts
Open Windows
Mame
+Checking
#Cash in Drawer
+Reqister 1
+Reqister 2
+Clearing
+Savings
+Accounts Receivable
+Employee Advances
<Inventory Asset
<Inventory on Consignment
¢lndeposited Funds
wAutos & Trucks
st
eAccumulated Depreciation
+Furniture & Equipment
+Cost
eAccumulated Depreciation
+Accounts Payable
s Credit Car
+Gift Certificates
+Pavyrall Liabilities
¢Federal PR Liabilities
+Other PR Lisbilities
#Skake PR Liabilities
+35ales Tax Payable
+Cpening Bal Equity
+Retained Earnings
+5ales
+Consignment Sales
+Discounts Given

¢ | Type

Bank

Bank

Eiank

Bank

Bank

EBank

Accounts Receivables
Other Current Asset
Cther Current Asset
Cther Current Asset
Cther Current Asset
Fixed Asset

Fixed Asset

Fixed Asset

Fixed Asset

Fixed Asset

Fixed Asset

Cther Current Liabi. ..
Cther Current Liabi, .,
Other Current Liabi...
Cther Current Liabi. ..
Cther Current Liabi, .,
Other Current Liabi...
Equity

Equity

Incame

Income

Income

Balance Tokal
112,134.55 A
633.00 —
255,00 —
400,00
0.00
45,000.00
77,042,531
0.00
66,387.04
0.00
3,078.25
12,247.00
40,234,00
-27,957.00
16,752.00
§2,300,00
-65,545.00
19,516,00

Accounts Pavable
S Credt card 600

12,550.00
1,172.47
940,63
0.00
231.84
9,319.85
0,00

[ Account '” Activities '” Reports =

Include inactive
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CREDIT CARD TRANSACTION ENTRY - ONE ENTRY OR MANY?

The first step in using the credit card feature is to enter the charges and credits as the credit card
is used to pay for the purchase of goods and services.

Entering the charges as the credit card is used will eliminate the need to do it when the statement
comes each month, plus recording the transactions throughout the month will result in more
accurate interim financial information. In many situations, for a variety of reasons, this is not
practical for some businesses.

There are other alternatives. You could:

o Enter one charge for the month for the total amount purchased using the credit card and
manually reconcile the receipts to the statement. The detail lines can be entered as splits
so the general ledger remains accurate; or

o Enter one charge for the month for the total amount purchased and code it to a credit
card clearing account that will be reclassified based on the receipts. This method can be
more cumbersome; or

¢ Enter the detail transactions individually when the statement arrives and any transactions
without a receipt are noted as such in the memo field (so a report can be generated and
cleared as receipts are obtained) or coded to a credit card clearing account pending
reconciliation with the receipts.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Home Page > Enter Credit Card Charges

i#2Sample Carl's Computer Shop - QuickBooks: Premier, Accountant Edition 2008

File Edit Wiew Lists Accountant Company Customers Vendors Employees Banking Reports  Window Help

® & & @& | 0 B @ 5 & B 9 L & B B

Home: Customer Center  Yendor Center  Employee Center  Report Center  Help  © Recpt  Inwoice Return  Estimate Item Eill Pay Bils  Check Payment Deposit R

-
m P Enter Credit Card Charges - Credit Card B3BB
@ previous [P Mext Y Find 59 Download Card Charges =] Journal

Open Windows
¥ file

Enter Credit Card Charge.. |

Credit Card Ending Balance
Skark your new
(®) Purchasefcharge () Refund/Credit companty file now

Credit Cand Purchase/Chamge Warage your business

expenzes with GuickBooks | kBooks Coach

Purchased From hd Drate 12/15/2007 . Platinum Plus for Business
MasterCard

Ref Mo, See 'What's New

amount 0,00 7 Learn Maore

Memo

Start Working

Are you ready o pay a bill From this credit card company?
Expenses $0.00 | Items $0.00

Maximize Coach

[ £ Customers

Account Amount Memo Customer:Job | Billa...  Class
jount Balances

Balance
EEE... [ A
288... (=
400.., —
112... &S

fn About Servic...

W Pavroll Options

Clear Splits ] [ Recalculate Save & Close ] [ Save & New ] [

merricent credit cards

_ ;g Order checks and
l—i supplies

9 = —
@ 5' u— % d& - i Enter Credit q‘}f Pocomendeds

Payraol Enter Pay Pay Process E Card Charges ervices
Center Time Employees Liabilities Payroll

Farms Bl Reminders & Alerts

[ & Employees
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The most important issue with any of these methods is that the procedures are documented and
followed exactly each time. This will eliminate reconciliation nightmares in the future. It is also
important as documentation when receipts are difficult to obtain.

NOTE: Many credit card companies also have the credit card statements available in a
downloadable format that may be able to be imported into QuickBooks. In fact QuickBooks even
has its own downloadable credit card that clients can apply for. Choose Banking > Online
Banking Services > QuickBooks Credit Card or call 1-800-900-6708 for more information.

CREDIT CARD RECONCILIATION

When the statement arrives, it should be reconciled. This process is very similar to the bank
account reconciliation process.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Home Page > Reconcile > Choose credit
card you are reconciling

® | & & y © B @ B # B | ® & @ & B

Horme Customer Center  VYendor Center  Employee Center | Repork Center  Help  © Rept  Inwaoice Return  Estimate Item Bil PayBils Chedk Payment Deposit Me
b4

Begin Reco atio

DOpen Windows UeE ! =

e, : : T

Select an account to reconcie, and then enter the ending balance from your account statement, company file ”~
Account Credit Card 8388 + | laf reconciled on 03/31/2008,

\ ol Stark your new

Statement Date 03(31/2005 < companty file now
Beginning Balance 15.00 shat if my beinning balance doesn't makch my statement?
DR ‘—365_0_01 E QuickBooks Coach

Enter any finance charge,
@ See What's New
Finance Charge  Date Account Class
0.00 | [izfarjzo0r [E] | ~| -
m

[ Lacate Discrepancies ] [ Unda Last Reconciliztion ] [ Continue ] [ Cancel ] [ Help ]

El Account Balances

-\ \ Mame ~ Balance
@ é‘[ﬁ @ % [Cashin Drawer [685...] A
Estimates Create Receive Recor: Reconcile Register 1 268,
Invnices Payments Deposi Reqgister 2 400.., —
Checking 117,
Efl— ?ﬁ = Bl Learn About Servic...
o & - &
Statement Statements Refunds " ¥ NEW Pavroll Options
Charges & Credis ‘Write Cht_ack &f
Checks  Register
ﬂ Accept credit cards
n
b A= ;.g Order checks and
e (= supplies
! @ 3 = T
E &l X A & Print  Enter Credit ﬂ‘# ReomiEnHE -
4 Payrall Enter Pay Pa Process Checks Card Charges aervices
ﬁ Center Tirme Employees Ligbilities Payrol
A Bl Reminders & alerts

[

The main difference between reconciling a checking account and reconciling a credit card
account is that at the end of the reconciliation process when the “Reconcile Now” button has
been clicked, a screen will appear to provide an alternative to enter a check to pay the credit card
now or a bill to pay the credit card later. Either choice is acceptable. The most important
decision to make is the amount that will be paid. By default the amount is to pay the balance in
full. The amount should be overridden based on what will be paid to permit reconciliation with the
next statement. If this amount changes prior to the check printing process, the bill or check should
be changed to reflect the actual payment.
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EXTRA PAYMENTS

Making extra payments is an excellent way for businesses to reduce expensive revolving credit
card debt. With the ease of online payments for most cards, and the fact that even a few days of
less interest can result in notable savings, many business have begun using this as a profit
increasing strategy.

For example, an outstanding balance of $10,000 at 15.99% interest is $133.25/month. Making
the minimum payment (typically 2%) of $200 barely covers the interest charge. The small
amount that goes to reduce the debt will only result in about $1 reduction in the next month’s
interest charge. However, making the minimum on the due date, and paying an additional
payment will make a significant difference in reducing the principal balance of the debt and
therefore reducing the interest charges that continue to accrue.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Home Page > Write Checks

73 Sample Carl's Computer Shop - QuickBooks: Premier, Accountant Edition 2008

File Edit ‘iew Lists Accountant Company Customers Wendors Emplovees Banking Reports  window  Help

® @& = = E4 ) @ B & & B # 8
Home: Customer Center  Vendor Center  Employee Center  Report Center  Help ¢ Rept Invoice Return  Estimate Ttem Eill Pay Bills Check Payr

Open Windows

& Write Checks - Checking |Z||E|rz| :

]
3
E previous [P pext @frint - ELFnd = Journal
[:_ Biank Account |Checkjng v | Ending Balance 112,134.55 c;:f;:\
Mo, 2354
Date 03j01/2008 (&) ooks C
Pay to the Order of | v 4 0,00
Dollars e what
n Address
E o _ okart W
S @
b
5 Mema . Order Checks wimize C
@_ Expenses $0.00 | Ttems $0.00 [ online Payment  [] Ta be printed
Account Arnount IMemo Customer:Job | Billa...  Class | Int Bala
~
= awer {1
v About !
Payroll ¢
Clear Splits ] [ Recalculate Save & Close ] [ Save & New ] [ Clear ]
b credit

Al | L TR S

Since the check or bill will not be created as part of the reconciliation process, it will be necessary
to manually enter it. The trick to entering the transaction correctly is to code the payment on the
expense tab to the credit card type (liability GL) account. This will reduce the credit card liability
and record the payment for the next reconciliation.
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MOST IMPORTANT FIX OF ALL!

Train your clients to use QuickBooks properly
to eliminate these errors in the future.
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APPENDIX A
INVENTORY OVERVIEW

According to GAAP, inventory (i.e., personal tangible property) can be defined in one of three
ways:

1. Held for sale in the ordinary course of business;
2. Inthe process of production for sale; or
3. Consumed in the production of goods or services to be available for sale.

For the latter two options, managing inventory within QuickBooks is not an appropriate solution.
For manufacturing, work in process, and/or consumables, another inventory management
software package should be explored. You can still use QuickBooks for the rest of the
accounting and just journal in the inventory changes on a daily or monthly basis. You may also
find a solution that works in conjunction with QuickBooks from one of the many Intuit developers.
For more information, go to: accountant.intuit.com

QuickBooks does work well when inventory is purchased and then sold without changes to it.
The only exception may be light manufacturing that simply groups items together for sale without
the need to add labor or other burden amounts into inventory. New with Premier Version 2003 is
the added type of inventory assembly.

After determining that the type of inventory matches the capabilities of QuickBooks, the next
factor to be addressed is the basis that the inventory will have on the Balance Sheet. Inventory is
a Current Asset type of account, which is set up as part of the chart of accounts in QuickBooks.
The inventory, according to GAAP, should be recorded at cost, which includes all direct and
indirect costs incurred to prepare it for sale. Inventory is being purchased and then immediately
being sold, therefore, this is usually not an issue. Assuming that as the inventory is purchased all
costs are included (i.e., any packaging, freight, etc.) in the amount recorded in QuickBooks for
each item. There are several exceptions to this general rule, such as including indirect costs, the
lower of cost or market, certain conditions that may make an amount in excess of cost
acceptable, etc. Those alternatives are beyond the scope of these materials. Assuming that the
cost will be the basis for valuing the inventory, the next decision is which method will be used.

Average Cost

The method of inventory valuation to be used for GAAP should be the one that most accurately
matches the cost of goods sold with the related sales. QuickBooks uses a perpetual inventory
system with a moving average cost. After each purchase or sale, a new average cost is
computed, as opposed to the calculation at the end of the period (periodic inventory system). As
an item is sold, the average cost at that point is used for the amount to be charged to cost of
goods sold. According to GAAP this is an approved method; however, it is not the best method
for all business entities. If average cost is an appropriate method, and the inventory procedures
are applied consistently (i.e., a purchase of the item is recorded prior to sale, and subsequent
purchases and sales are recorded in the order they occurred), no additional adjustments may be
needed prior to issuing the financial statements. There are several reports that will aid in the
preparation of work papers and in performing analytical procedures. If another method is to be
used, such as first-in, first-out or last-in, first-out, there is not an automated solution from
QuickBooks but a manual valuation adjustment can be entered. The same is true if the business
is required to capitalize warehousing costs.
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QuickBooks has an inventory feature that will track the quantity on hand for inventory parts in the
item list. Once the items have been set up, QuickBooks will do the following:

Assist in completing ordering information on purchase orders for vendors

For Premier Version 2003 and higher permit building assembly units

Assist in completing sales information on sales receipts and invoices for customers
Record sales and cost of goods sold in the general ledger as items are sold
Compute the value of the inventory balance as items are received and sold

Show the average cost by item

Warn when a sale is being created for a higher quantity that what is calculated to be on
hand

QuickBooks inventory is a powerful tool which, when used correctly, can provide valuable
financial and management information to the business owner and Accountant. Some examples

include:

trends in items sold to better manage inventory levels
sales detail to analyze items needed for seasonal fluctuations

gross profit results to determine which items should be expanded, decreased, or require
price changes

inventory valuation to determine if the levels of inventory on hand are reasonable

more accurate financial results for management and planning purposes
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APPENDIX B
JOURNAL ENTRIES OVERVIEW

In traditional accounting, the journal entry is a record of a transaction in which the total amount in
the Debit column equals the total amount in the Credit column, and each amount is assigned to
an account on the chart of accounts. For the day-to-day transaction entry, QuickBooks uses
familiar forms (invoices, bills, checks, etc.) and the back-end journal entries are created
automatically. When you enter a transaction directly into a non-bank balance sheet account
register, QuickBooks automatically labels the transaction GENJRNL in the register and General
Journal on reports that list transactions.

In traditional accounting systems you must perform various closing procedures. QuickBooks
automates this process by automatically transferring net income into the Retained Earning
account at the beginning of a new fiscal year when Balance Sheet reports are created. You
cannot view a journal entry to see this process, it occurs automatically.

TIP: If the net profit or loss each year should be “closed” into an account other than Retained
Earnings, there are two ways to handle this issue. One is to change the name of the account (i.e., for
a sole proprietorship change the name of Retained Earnings to Owner’s Equity). The second
alternative is to create a journal entry to reclassify the amount correctly (i.e., reclassify retained
earnings to various partner accounts). To protect the integrity of the data for the future, use the
password protection feature of closing dates as described in an earlier chapter.

On the company pull down menu you can choose to make manual journal entries. In traditional
accounting systems, to “post” is to transfer data from the book of original entry to a ledger. In
QuickBooks, the original entry is on a form (invoice, bill, check, and so on), and the equivalent of
a ledger is a report. QuickBooks handles all posting automatically and immediately when you
record the form.

QuickBooks also allows you to correct mistakes by editing and recording the original form again
at any time. To protect previous records from accidental change, use a QuickBooks password
and closing date.

Entries for depreciation, tax provisions, etc. must be made in the more traditional fashion. For
clients using job costing reports, there are several places which do not permit you to assign a
customer to the amounts, so a journal entry is required to reclassify the amount within the same
account from no name (i.e., blank) customer to the correct customer: job.

With many traditional software packages, any adjustments are handled through journal entries in
the general ledger. In QuickBooks, however, the creation of journal entries, and their impact on
the financial statements, may not achieve the desired results, and are better handled through the
use of the appropriate form or transaction entry page.
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QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Company > Make Journal Entries

Sample Carl's Computer Shop - QuickBooks: Premier Accountant Edition 2008

File Edit Wiew Lists Accountant Company Customers MWendors Employees Banking Reports  Window  Help

® & &4 = B |(® | R H & q
Home: Customer Center  Vendor Center Employes Center  Report Center  Help . Rept Inwvoice Return  Eskimate Item E
Open Windows EZ Make General Journal Entries = E|E|
<« Previous = Mexk @ Print... a Find Eth History m Reverse Reports =

Date 037102008 Entry Mo, | 2006-4 [] adjusting Entry

Account Debit Credit Memo MName
Clearing Depreciation
Depreciat. .. 9,877.00 Depreciation

& General Journal E...

Totals  9,577.00 9,877.00

List of Selected General Journal Entries: | [EEREEREET

Date Entry, Ma, Adj Account Memo Cebit/Credit!...
Lafz1/2006 2006-4 Clearing Depreciation
093002006 2006-3 Clearing Close CBE
09/30/20086  |2008-1 Clearing 0,00

’ Save & Close ] [ Save & MNew l [ Rewert ]

Each transaction is recorded in the general ledger via journal entries. It is possible to create a
report that presents the details for each transaction. This report, by default, in QuickBooks
Premier Version 2003 includes the feature of collapsing the detail lines for the same account into
one line. This is indicated by the notation of “multiple“in the memo column. To see the individual
detail lines, click on the expand button at the top of the report. This report can also be filtered for
a specific transaction type (for example, journal), by date entered/modified, by a specific memo,
etc.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Reports > Accountant & Taxes > Journal

i Sample Carl's Computer Shop. - QuickBooks: Premier Accountant Edition 2008

File Edit Wiew Lists Accountant Company Customers Vendors Employees Barking Reports Window Help

@ & = 62 E4 @ @ =5 & & | #
Home | Customer Center Wendor Center Employee Center Report Center Help  ©  Rept Invoice Retum Estimate  Trem Bl PayBils Check Payment Depost  MemRpts |

Tl Journal ‘:”Elg‘

Open Windows
Hodfy Report... | [ Memorize... || Print... | E-mal » | Export... | [ Hids Header | Expand | [ Refresh |
=R Dates |Custom v | From To | 12/15/2007 [B] Sort By |Default |
10:37 PM Carl's Computer Shop
2715/
tansior Journal
December 1 - 15, 2007
Trans = © Type o Date = Hum_ ¢ Adj o Hame ® Memo < Account * Debit * Credit *
» 120 Bil 1200172007 Russell Properties Accourts Payahle 202600 4 A
Russell Properties  Rert-SanTo.. Rent 226,00 ]
2026.00 2,026.00
121 Bil 12001/2007 Fussell Properties Accourts Payable 1,530.00
Russell Properties Rert-Baysh. Rert 1,530.00
1,550.00 1,550.00
333 Bil 12152007 Cal Gas & Electric Accourts Payable 368.00
Cal Gas & Electric Ltilties Lttilties 368.00
368.00 368.00
4 Bil 1252007 Cal Gas & Electric Accounts Payakle 383.00
Col Gas a Bectric Utities Utilties 383.00
383.00 383.00
335 Bl 12152007 Cal Telephone Accourts Payable 415.00
Cal Telephone Telephone Telephone 41500
415.00 415.00
336 Bil 12452007 Cal Telephone Accourts Payable 560.00 v
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JOURNAL ENTRY RULES

Typical journal entries for QuickBooks include booking depreciation entries, income tax
provisions, and loan interest adjustments. If it has been determined that a journal entry is in fact
needed, keep in mind the following rules:

e Only one Accounts Receivable or Accounts Payable type account per entry.

e Any entry to an Accounts Receivable or Accounts Payable type account will require a
customer or vendor, respectively.

e If QuickBooks is used as a write up program and Accounts Receivable or Accounts
Payable detail is provided from another system, it is usually more efficient to create the
accounts using the other current asset or other current liability type accounts.

¢ Alljournal entries may be considered to be cash basis, regardless of the accounts
affected based on where the Accounts Receivable and Accounts Payable accounts are
placed in the journal entry.

e Journal entries should not be made to inventory or payroll accounts. To do so may
create subsidiary reports that do not agree with the general ledger.

e Entries can be made to correct class entries by choosing the same account for the debit
and credit and only making the class designation different. This will re-allocate between
classes, while leaving the GL account the same.

e As each journal entry is saved, the general ledger is automatically updated.

e To create a report of just the journal entries, filter the Transaction Detail by Account
report or the Audit Trail report for the transaction type of journal. If only the accountant
journal entries are to be printed, choose the entered/modified date from the point that the
financial statement reconciliation work began to the current date.

Adjusting Entry Progress:

New with version 2002 is the ability to turn on the preference to automatically number journal
entries.

New with version 2003 are several additional journal entry options that include a feature to
reverse a journal entry, to view a list of journal entries on the bottom of the screen while entering
a journal entry, etc.

New with version 2004 is the ability to make an entry as an adjusting entry and then create an
adjusting trial balance report.

New with version 2008 is the ability to have the adjusting entries appears on a working trial
balance report, as well as the ability to reverse an entry.
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APPENDIX C
FIXED ASSET LIST & FIXED ASSET MANAGER

FIXED ASSET LIST

This feature was new with version 2004 for Pro and higher products (the Basic product only
permits viewing and editing fixed asset items, not creating new ones). The purpose is for
capturing the details of the asset in a way that was not available previously. These fixed asset
items can then also be used on purchase and sales forms (although this use will probably be
quite rare). The most significant reason for this new list is for the integration with the Fixed Asset
Manager available with QuickBooks: Premier Accountant Edition or the Enterprise Solution. This
will streamline the process for the accountant because the information will already be entered into
QuickBooks with the details needed to accurately calculate book value and depreciation amounts.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Lists > Fixed Asset Item List > Item > New

i Sample Carl's Computer Shop - QuickBooks: Premier, Accountant Edition 2008

Fil= Edit Wiew Lists Accountant Company Cusktomers Wendors Employees Banking Reports  Window  Help

® @ = 6= B |® @ @ B # & | @ &
Horme Customer Center Wendor Center Employee Center  Report Center  Help  ©  Rept Inwoice Return  Estimate Item Eill Pay Bills  Chet

Open Windows

Mew ltem
Fixed Asszet ltem List

l:l Use Far property vou purchase, track, and maw eventually sell. Ficed
assets are long-lived assets, such as land, buildings, furniture,
equipment, and vehicles,

Cancel

ek
Assek Mame/Mumber Asset Account

| | | v | Custom Fields

Purchase Information Sales Information Spelling

Purchase Description Itemis (%) new () used — Sales Description [ ttem is sold

| ||| | |
Date Sales Date I:I |:| Item is inactive

Asset Information

Asset Descripkion

Location PO Number Serial Number ‘Warranty Expires

| I

Motes

Asset Name/Number: designates how the fixed asset item will appear on the item listing on
sales and purchase forms. Keep in mind that this item will be included in with the item list.
Consider, for example, adding a FA before the name or some other way to designate that it is
from the Fixed Asset Item List.

Asset Account: the general ledger account that will be used for purchase and sales
transactions.

Purchase Information: the default information that will be used when this item is purchased.
Enter the description, new or used (important for the depreciation calculation), date, cost, and
vendor for when the asset was purchased.
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Sales Information: Once the check box is marked that the item has been sold, the additional
fields become available to enter the sales date, sales price, and sales expense.

Asset Information: The additional fields here permit the asset description, location, PO number,
and Serial number, a date for the expiration of the warranty and a field for notes.

NOTE: Until this item is actually used on a purchase ot sale transaction, the general ledger does not
reflect the acquisition or sale of the asset.

TIP: The Fixed Asset list can integrate with the Fixed Asset Manager that is included in the
QuickBooks: Premier Accountant Edition product to calculate depreciation.

NOTE: On the list itself, the FAM Number is the number that the Fixed Asset Manager uses for
tracking this asset if the Accountant uses it to calculate the depreciation.

TIP: It is also possible to create a new item as you ate entering a transaction by using the item field.
If the fixed asset type item has not been set up, it will appear as a choice when set up is chosen.

FIXED ASSET ENTRY

To record the transaction correctly, obtain the bill of sale or other paperwork that supports the
purchase. This paperwork should detail any additional costs that should be capitalized (such as
delivery and/or installation), as well as any amounts that can be expensed in the current period
(for example the license fee for a vehicle purchase).

Prior to making the entry, it is also important to discover what has been recorded in QuickBooks:
was there a down payment, if so, how was it recorded; have there been loan payments made
already, how were they recorded; has the fixed asset and/or loan accounts been created on the
chart of accounts, if so, was any activity already entered onto the register?

Once the determination has been made as to what was recorded, it is simply a matter of creating
a journal entry to reclassify everything correctly.
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FIXED ASSET MANAGER

This tool is an integrated application available in QuickBooks: Premier Accountant Edition and
Enterprise Solution Products. This integrated product adds another option to the Accountant pull
down menu and will automatically launch the program from within QuickBooks. The fixed asset
list is then used to determine depreciation which can post a journal entry back to QuickBooks

automatically.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Accountant > Manage Fixed Asset >

Apply Query Criteria
B3 QuickBooks Fixed Asset Manager - [Rock Castle Construction]

File Edit Wiew OQuickBooks Asset Reports Tools Help

=101 x|

o 5= | SE- (B | 4 By A | G7jAdd  PSDelete  TEAsset Tooks + ] £Find | GEFrey fsset s Nexk Asset | >

[ Schedule |

View column set: Sort azzets by Apply query criteria;
Azzet Listing vl E Agzet Mumber vl $
&8 Asset @ Date Aszset Description &)l Azzets Dispozed Is Section
Humber Acquired Agsets Disposed in Current Tear Allowable
1 091221995 Office Building Mic-hant ’éifgﬁﬁ;g';igi?: in Curent ' &g 0.00
2 097221995 Office Land Mone f= upuin ) =0,000.00 0.00 Mo
3 107291 995 Metal filling cabinets Half-*ear 1,250.00 1,250.00 0.00 Yes
4 04/09,2000 1999 utility truck Half-*ear 15,250.00 15,250.00 0.00 Yes
E 024 4,2000 2000 pickup Half-*ear 18,602 .51 18,602 .51 0.00 Yes
5] 05401 2001 Desktop computer .. Half-'ear 2,000.00 2,000.00 0.00 Yes
T 0601 2001 Laser Printer Half-*ear 2,001.00 2,001.00 0.00 Yes
g 0201 2005 Chairs (100 Half-*ear 4735.00 4735.00 0.00 Yes
g 0501 /2005 Conference Takle Half-*ear 350000 350000 0.00 es
10 0601 2007 Desks (T) Half-*ear 210000 210000 0.00 Yes
11 0501 2007 Desktop PC () Half-'ear 5,000.00 5,000.00 0.00 Yes
12 0501 2007 Desktop PC (5) Half-*ear 13,000.00 13,000.00 0.00 Yes
13 0501 L2007 Server Half-*ear 5,500.00 5,500.00 0.00 Yes
454 5759 454,675 .91 0.00
| ]
Federal 4 AMT A ACE A Book 4 State A Other f
For Help, press F1 [1of13 [Federal  [SOLD [NO™ 2

The features include:
e Tight integration with QuickBooks Data
e A detailed, customizable asset entry screen
e Six depreciation bases (Book, State, Federal, Other, AMT, ACE)
e Projected depreciation calculations
¢ Disposition tracking
e Custom queries and sorting
e Full calculation overrides
¢ A wide variety of built in depreciation reports and forms
e Multiple ways to export and import data

e Integration with ProSeries tax products
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APPENDIX D
LOAN MANAGER

In prior versions of QuickBooks, creating amortization schedules required Excel or some other

product to calculate loan repayment schedules. New with version 2004, a loan manager is built in
with the Pro and higher products.

To use this integrated product, first obtain all loan-related information. The actual loan document
is preferred, but at a minimum the liability account will need to be set up on the chart of accounts,

origination date, the loan amount, payment amount, interest rate, term of loan, payee, loan
number, etc. Next, choose Banking > Loan Manager.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Banking > Loan Manager

iR Sample Carl's Computer Shop - QuickBooks: Premier, Accountant Edition 2008

File Edit Wiew Lists Accountant Company Customers Vendors Employees Banking Reports  ‘Window Help

® | & & & | F |(O®:6FE B 4 g B & & g @ B B oY oG & K| F”
Home Customer Center Wendor Centet Employee Center  Report Center  Help  ©  Rept  Invoice Return  Estimate Item Bill Pay Bills Check Payment Deposit  MemRpts Find Backup Feedback Search

Loan Manager

Servic
Dpen Windows

“w'hat vou need to do before you add 2 lean

Loan List

Narme

Balance MNext Payment Amount |

L Add a Loan... J

Set Up Payment...

Edit Loan Details

Remove Loan,

Summary Payment 5 chedule T Contact Info

[Whal\FScenarms } [ Cloze ] [ Help J

‘5 Start

ADD A LOAN

The Account Name is available from the other current liability and long term liability type
accounts.

The lender is available from the vendor or other names list.

The origination date is the date the loan was funded.

The original amount is the amount that was borrowed when the loan was obtained.
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e The terms should be entered as a number of months (for example, a 5 year loan is 60
months). It is important that all this information is entered accurately to ensure an
accurate schedule of principal and interest payments.

TIP: Be sure that both the account name and lender name are set up on the appropriate list prior to
opening the loan manager. If the loan manager is already open and then the names are added, the
pull down lists within the loan manager will not be updated.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Banking > Loan Manager > Add a Loan

x

Enter account information For thig loan

bocount Name I ~ |

Current B alance:

Lender I j
Origination D ate I ﬁ "Wy should | enter an angination date’?

Original Armount 0.00

Term IU I Fanths j

Erevious | Hest I Eirzhy Cancel Help

Enter the required information, and then click the next button to proceed to the payment screen.

On this screen, the date of the next payment is entered; the amount of the payment; payment
frequency, and the loan payment number that is optional. If the loan also has an escrow
payment, it can be entered on this screen too. By default the check box is marked to show a
reminder 10 days before the payment will be due.
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QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Banking > Loan Manager >
Add a Loan > Next

x

Enter payment information for thiz loan

e D ate of Mext Payment I ﬂ

Payment Amaunt 0.00 Next Payment Mumber I‘I [optional]
[Principal + Interest]

Fayment Period IMnntth 'I

Does thiz loan have an escrow payment? & ez ¢ Mo

Egcrow Payment Amount {000

Egcrow Payment Account | j

Tatal Paprent: 000

¥ Alert e 10 days befare a payment is due

Previouz | MHest I FEirizhy Cancel Help

The next screen is the interest information.

The interest rate is entered as a percentage. The compounding choices are either monthly or
based on the actual days. If the latter is chosen it is possible to designate 365/365 for the period
or 365/360. The payment account is chosen from the bank accounts. On this screen enter the
interest expense account and the fees/charges expense account from the chart of accounts.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Banking > Loan Manager >
Add a Loan > Next > Next

x

Enter interest information for thiz loan

Interest Rate Im o

Compounding Period IMDHW}' vI Wwhat iz an exact days compounding period’?

Compute Period I IE5/IEE > I

FPayment Account I

Interest Expense Account I

L L L

Feesz/Charges Expensze Account IBank Service Charges

Previous et | Finizh I Cancel Help

Once everything has been entered, click the finish button.
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Once the loan is set up, clicking on the payment schedule will display the principal and interest
portions of each payment of the loan.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Banking > Loan Manager > Payment
Schedule

{7 sample Rock Castle Construction - QuickBooks Premier: Accountant Edition 2005 - (o] I

Eile Edit Wiew Lists Accountant Company Customers Vendors Employees Banking Reports  window Help

B B B B B H £ @ v B % Q O 7 o

Invoice  Cust Item  Fixed Asset MemTx  Wend  Check Eill Rea Accnt Rmnd Find  Backup  Suppart  Feedback

Loan Manager [~ How Do 7 []_ [T]
—____

Wwihat vou need to do before you add & loan

r~ Loan Li

Hame Balance Nest Payment | Amount | fidd a Loan..
E quipment Loan 391132 12/22/2007 24413‘
Set Lp Papment
Edit Loan Details
Remaove Loar...

Sunmary | Fayment Schedule | Cantact Infa 1

Payment# | Date | Principal (P) [ Interest (1] | Pagment [P+] | Balance
12/22/2007 21805 2608 24413 363327
01422/2008 21351 2462 24413 347376
D222/2008 22097 2318 24413 325279
03/22/2008 22244 2163 24412 303035
D4/22/2008 22393 020 24413 230642
05/22/2008 22542 1871 24413 2581.00
O6f22/2008 22692 17.21 24413 2,354.08

‘what If Scenarios. .

With the loan manager open it is possible to have the software enter a check or bill for the
payment. It is also possible to enter a regular payment or an extra payment. The principal and
interest amounts are filled in based on the payment schedule, but can be overridden as needed.
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QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Banking > Loan Manager > Set Up Payment

Set Up Payment ﬁl

Wiy should | pay my loans from the Loan Manager?

This papment iz IA regular payment j
Wihat is the difference between a reqular and an extra

payment?

rAccount [nformation
Account Mame:  Equipment Loan
Lender: Bank of Anycity
Bank dccount:  Checking

— Payment Infarmation

Principal [P] |218.05 Feez & Charges  |0.00 Payment Mumber I'I
Interest (1] |2E.DB Esrow 0.00

Tatal P+l 24413 Total Papment: 24413

— Payment Method

| want to wite a check j

Cancel Help
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The “what if scenario” button will permit evaluating the loan based on the following choices:
What if | change the payment amount?

What if | change my interest rate?

How much will | pay with a new loan?

What if | refinance my loan?

a  w nNpoE

Evaluate two new loans.

Enter the new information and click on calculate to see the results.

QUICKBOOKS: PREMIER ACCOUNTANT EDITION 2008: Banking > Loan Manager > What if Scenario

What If Scenarios x|

Choose & scenario IWhat if | change my payment amount? j

Chooze a loan IEquipment Loan j
— Equipment Loan — Mew Loan

Current Balance: 391132

Amaount Borrowed: 10,000.00

Origination Date: 04/22/42005

bd aturity O ate: 04/22/42009

Payment Amount: 24413 Fapment Armount
Payment Period: bd onthily

Interest FRate: B.000%

Mext Payment Date:  12/22/2007

Calculate

Total Payments: $4.150.16 Total Payments: $0.00
Total Interest: $238.84 Total Interest: $0.00
B alloon Payment: MNfA B alloon Payment: [
Print... |
ak. | Cancel | Help
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