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Introduction

J' Use This Book to Get the Most from QuickBooks

Whether you're a novice or an experienced QuickBooks Desktop version user, the
information in this book is organized and presented in a way that can benefit you. If
you're brand new to QuickBooks Desktop, the chapters that make up Parts One and
Two are required reading. Following the advice and detailed steps outlined in these
chapters will help ensure that your QuickBooks file is set up correctly from the start.
You'll also learn about all the day-to-day bookkeeping chores you'll be performing in
QuickBooks. If you're already a more experienced QuickBooks user or you've mastered
the basics, you’ll find the information in Parts Three through Six relevant. You can refer
to these chapters to confirm that you're on the right track or to learn how to use some
of the more advanced features QuickBooks offers.

When you have an immediate need to know how to do something, both the table of
contents and the index are designed to make it easy for you to identify quickly where in
the book a specific task or feature is covered.

You and Your Accountant

In a number of places throughout this book, you are reminded to talk to your
accountant before making a decision about the best way to enter a beginning balance or
handle a particular transaction in QuickBooks. We encourage you to heed this advice.
Although QuickBooks gives you the tools you need to manage your business’s financial
operations, your accountant can play a vital role in helping you maintain a healthy and
viable business by providing valuable tax and strategic business-planning advice. In
addition, to help your accountant better assist you, throughout the book we identify
information that we think you should share with your accountant because it tells him or
her how QuickBooks handles certain accounting functions—for example, payroll and
inventory.
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If you don’t have an accountant and want to connect with one, there are accountants
in your area who are certified by Intuit as QuickBooks experts. They often provide
on-site assistance with setup and troubleshooting and are a great resource if you get
“stuck” while setting up your QuickBooks file—or just want to have an expert review
the information you’ve entered in your system. To locate a Certified QuickBooks
ProAdvisor in your area, select Find A Local QuickBooks Expert from the QuickBooks
Help menu.
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Part One

Getting Started Using
the Desktop Version
of QuickBooks

elcome to QuickBooks! Whether this is your first version or you've
used the program for years, this guide is for you. QuickBooks is, at
its base, a bookkeeping program. However, when it is properly set up
and maintained, it may become one of your company’s most valuable
assets. Not only will you use it to track your bank balances and

what your customers owe you, but you'll also refer to it as you make
important decisions such as hiring more employees, making a price
change, or even selling your business.

In Part One you’ll learn how to gather the information you need to
get started so you can create and start using your company file. You'll
learn what steps are critical, what you may need to ask someone else,
and what you can do on your own. Part One also includes chapters
containing instructions and hints when you enter all of the important
information for your company into QuickBooks, such as customers,
vendors, and the other lists that contain data to help you track your
finances more accurately.




Preparing Your
QuickBooks Company

n this chapter:

« Preparing for QuickBooks

o Installing the software
¢ Getting around in QuickBooks
o QuickBooks administration

« Setting up accounts
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The first time you open the desktop version of QuickBooks, the QuickBooks Setup
window launches. From here, you can begin the process of either creating a brand-new
company file or working with an existing file. The focus of this chapter is on ensuring
that you have what you need to set up your new QuickBooks company file and to help
you get familiar with basic navigation so that you can begin to work in the program
right away. You’'ll learn how to set up those who will be entering data into your program
(called Users) and how to create the foundation of your financial data, the chart of
accounts.

l What to Do Ahead of Time

Before you purchase software, you need to decide which desktop version of QuickBooks
is best suited for your needs. Once the software is in your hands, you need to gather the
required information so the program has the proper beginning balances, and finally,
determine the best time to start using the software.

Choose Your Version

As you consider moving to QuickBooks 2016, you’ll notice several desktop versions for
small business from which you can choose. In a Windows environment, you can select
QuickBooks Pro, QuickBooks Premier, or QuickBooks Enterprise Solutions. For those
companies using an Apple iOS, Intuit provides QuickBooks for Mac. The QuickBooks
Online version is also available, but not covered in this book.

Note An additional version is QuickBooks Desktop Accountant, a special
version designed for accounting professionals.

Table 1-1 shows just some of the features available in the various versions.

Gather Information

After you have decided which version of QuickBooks Desktop to use as your bookkeeping
program, it is a good time to get out that shoebox, binder, or spreadsheet you've been using
to keep track of your business so far, because you’ll need to have the following handy:

+ Your last tax return for the business
+ Your bank register and statements for the year
« Loan statements and terms

o A list of the customers that owe you money and how much they owe as of the date
you want to start using QuickBooks



CHAPTER 1 PREPARING YOUR QUICKBOOKS COMPANY

QuickBooks
QuickBooks QuickBooks QuickBooks Enterprise
Feature Pro Premier for Mac Solutions
Track sales, customers, and taxes X X X X
Pay bills, track expenses, print checks X X X X
Use e-mail to send estimates, invoices, X X X X
and reports
Use an Inventory Center
Download from banks and credit card X X X
companies
Import data from Excel and Quicken X X X
Track international transactions in
multiple currencies
Use classes (departments), create X X
forecasts and business plans
Use bar coding and other inventory X
tracking, FIFO (first in, first out) costing,
and multiple location inventory

TABLE 1-1 Features of QuickBooks 2016 Desktop Versions

o A list of the suppliers that you owe money to and how much you owe them as of
the date you want to start using QuickBooks

o A list of any special equipment, machinery, or computers you own, including their
current value and amounts previously depreciated

o+ A written tally of the money you've put into your business

You need this information because you want the most accurate and complete
information you have about your business to make its way into your new QuickBooks
file. It’s not that you can’t change things in QuickBooks later on; it’s just that if you start
with incorrect or even incomplete data, you sometimes won’t be able to figure out what
was wrong to begin with. Moreover, if you can’t find the problem’s source, you run the
risk of the problem becoming permanent.

Decide on the Start Date

Your start date is the date that you begin tracking your business in QuickBooks. Even
though activities may have occurred before this date, you enter transactions into your
new file starting on this date.

Choosing a start date is an important decision, because the date you choose can
affect how much work it will take to set up your QuickBooks file. As you are deciding
on your start date, consider the following.
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Do you want every detail since the beginning of the current year to be available in
QuickBooks? If so, you will need to enter every invoice you sent to customers and all
the payments you've received on them, every check you wrote to vendors, every payroll
check issued to an employee, and so on.

If you are not as concerned about each transaction, you can enter summary totals for
each of your company’s transaction types up until the day before your QuickBooks start
date. Entering monthly summary totals will allow you to run valuable reports (such as
the Profit & Loss statement and Balance Sheet) with month-to-month comparisons.

As you can see, the start date and the entry method you choose make a difference in
the reports you can generate with QuickBooks.

Gather Additional Information

Whatever method you choose for entering your information, it’s a good idea to have

all the information together and in one place rather than trying to locate each piece of
information during the setup. You’ll learn how to enter customer and vendor information
and their beginning balances in Chapter 2, so have that data handy along with your last
tax return, bank registers, and the items mentioned in the previous section.

Cash Balances

QuickBooks needs to know the reconciled balance for each of your business bank
accounts, so verify the balances as of your start date. If you haven’t balanced your
checkbooks against the bank statements for a while, do so before you enter data into
QuickBooks. In addition to the reconciled balance and the statement itself, you need
to have a list of the dates and the amounts (both deposits in transit and checks) of the
transactions that haven’t yet cleared.

Customer and Vendor Balances

If any customer owes you money as of your start date, you have to tell QuickBooks
about it. Enter each unpaid customer invoice, using the actual, original dates. Those
dates must be earlier than your QuickBooks start date. This means you have to assemble
all the information about unpaid customer invoices, including such details as how
much of each invoice was for services, items sold, shipping, and sales tax. You'll learn
how to set up a customer in Chapter 2. As you enter the information about each
invoice, QuickBooks automatically creates the accounts receivable balance for you.

The money you owe as of your start date makes up your accounts payable. Similar
to the way you enter your accounts receivable, enter each unpaid bill into QuickBooks
using the bill’s original date. As with your customer information, youll learn how to do
this in Chapter 2.
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Asset and Liability Balances

In addition to knowing your bank account balances, you have to know the balances of
the rest of your business’s assets. For example, you’ll need to know the cost basis of your
fixed assets (such as equipment and furniture) and any accumulated depreciation on
those assets. Ask your tax preparer for this information.

Gather all the information about your company’s liabilities (dollars you owe to
others). If you have not paid your current payroll liabilities, for example, you must
enter those unpaid amounts. Although the open vendor bills you enter determine your
accounts payable balance automatically, you'll need to know the current balance of any
loans or mortgages as well. Check with your lender or tax preparer if youre unsure of
this information.

Payroll Information

If you do the payroll yourself instead of using a payroll service, you'll need to know
everything about each employee: social security number, all the information that

goes into determining tax status (federal, state, and local), and which deductions are
taken for health or pensions. Double-check the information on each employee’s current
W-4 form.

You also need to know which payroll items you have to track: salary, wages,
federal deductions, state deductions (tax, state unemployment insurance (SUT), state
disability insurance SDI), local income tax deductions, benefits, pension, and any other
deductions (garnishments, for example). You also need the name and your account
number for each government department to whom you send these withheld amounts—
some examples are government tax agencies, insurance companies, and so on. You'll
learn to create payroll in Chapter 9.

Inventory Information

If you maintain an inventory, you will need to decide on the names you want to assign
to every inventory item you carry and, most importantly, how much you paid for each
item and how many of each you have in stock as of the start date. QuickBooks needs

these last two key pieces of information to keep an accurate inventory valuation for you.

It is a good time to be thinking about any other information you want to track for each
of the items you carry in inventory. For example, what description do you want your
customers to see on their invoices? Do you have a preferred vendor from which you
purchase an item? Learn more about setting up your inventory in Chapter 13.

You’re now ready to set up and configure your QuickBooks company file! Let’s
get started.

5
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l Install and Launch the Software

Whether you're installing QuickBooks from a CD or using a download link from the Intuit
website, the installation process is quite straightforward. Simply follow the installation
instructions to where you’ll read and accept the software license agreement, and select
where on your computer you want to install the program. Once the installation of the
program is complete, you'll see a QuickBooks 2016 icon on the desktop in either Windows
10 or Windows 7. Also in Windows 10, you can find a link in the Apps Center (look for
“All Apps”) under “Q” for QuickBooks. In either operating system, you can pin QuickBooks
to the taskbar (right-click the icon and select Pin To Taskbar).

Depending on whether you have existing QuickBooks files, you may see the No
Company Open window, as shown next. You see the following options:

No Company Open
Select a company that you've previously opened and click Open
COMPANY MAME i LAST MODIFIED i FILE SIZE
Edit List
LOCATION:
= = —
EL";I] U '_.l] et ]
Create a Open or restore an Open a
new company existing company sample file

o Create A New Company Select this option to begin the process of creating a
company file. See all of the steps involved in this task in the next section.

« Open Or Restore An Existing Company Select this option if you're upgrading
from a previous version of QuickBooks. Go through the windows in the Open
Or Restore Company Wizard to select your company file. QuickBooks offers to
upgrade the file to your new version. Place a check mark in the I Understand That
My Company File Will Be Updated To This New Version Of QuickBooks box to
accept the offer. QuickBooks then requires that you make a backup of your file in
its current version. When the backup is complete, you see a message reminding you
that the file is being converted to a newer version. Click OK to begin working in
your updated file.

o Open A Sample File Click this option to display a list of sample companies you

can use to explore QuickBooks. Depending on your QuickBooks version, you may
see two or more sample companies.

If you choose the Create A New Company option, the QuickBooks Setup window
opens, as shown next. This window provides links to help you get started by using
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either the Express Start or Detailed Start. You can also create a new company file based
on an existing file.

Let’s get your business set up quickly!

Answer some basic questions and we'll do

the rest. You can always make changes later. Express Start
(Recommended for new users)

Control the setup and fine-tune the Create a new company file based Convert data from Quicken or other
company file. on an existing one. accounting software.
Detailed Start Create Other Options

Small Business Tip Asseeninthe earlierillustration, QuickBooks
Accountant offers the option of creating a new QuickBooks file based

on an existing one. When this option is selected, QuickBooks creates a

new company file using the existing company’s chart of accounts, items,
preferences, and sales tax items.

Create Your Company File

Use the following options to create your new company file:

o Express Start  Asks for some very basic information about your business, such
as its name, the type of industry, and how your business is organized. For each
required entry, you see an asterisk and a link to help you make a choice.

o Detailed Start When you use this option, you will move through several screens,
answering questions and providing information so that QuickBooks can fine-tune
your company.

o Create Helps you create a new company based on information from an existing
company.

o Other Options Enables you to create a new file from an existing Quicken file or
from other accounting software information. Select the Convert Other Accounting
Software Data option and follow the onscreen directions to launch the QuickBooks
Conversion Tool.
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Small Business Tip If youre working in a network environment
and you installed QuickBooks Pro 2016 as an upgrade to a previous version,
upgrade QuickBooks on the computer that holds the company data file first.
Then upgrade QuickBooks on the other computers.

Using Express Start

Express Start is a single screen with links designed to get your company file created
quickly. As shown next, only your company name, your industry, and your company
type are required. Although you can enter additional information, such as your address
and telephone number, it is not required at this point.

Glad you're here!

lell us about your business so we can give you the night tools for what you do

* Business Name ﬂ J

* Industry Help me choose
* Business Type ~  Help me choose
Employer Identification Number o

Business Address

City
State £ - Fa i
Country U.S. -

Phone

*Required Back

Intuit's Privacy Statement

Click Preview Your Settings to review what QuickBooks has set up for you. There are
three tabs of information. Do take the time to check what appears in each tab. Although
you can make changes later, verifying this preliminary information can save time. Click
OK to return to the previous window.

Click Create Company. You will see another screen asking if you want to add
customers, vendors, or other information. If you choose to add these later, click Start
Working to begin using your new company file.
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Using Detailed Start

The Detailed Start option opens the EasyStep Interview Wizard, as seen in Figure 1-1.
This gives a step-by-step approach to creating your company file. Click Next to move
through the windows.

Entering Company Information

In the first screen of the interview, you enter basic information about your company.
Notice that the information about your company name has two entry fields. The first
field is for the real company name, the one by which you do business. The second field,
for your company’s legal name, is optional and is used only if the legal name of your
company differs from the company name you use for doing business. For instance, your
company may do business as Win Contracting, but your legal or corporate name might
be Winchester Contracting, Inc.

Enter the company tax ID number. Your federal employer ID number (EIN) is a
nine-digit number in the format XX-YYYYYYY. You need a tax ID number if you have
employees. If you don’t have an EIN, enter your social security number.

¥ Getanawers

Enter your company information

EasyStep’Interview
QuickHooks uses this Information on your tax forms and forms you use to communicate with your
customers and vendors.

Interview Progress * Company name Wildbrooks, Inc.

Legal name Wildbrooks, Inc.
T,

Tax 1D

99-9999999
Your Federal Employer Identification Mumber (EIN) or Sodial Sacurity Number, Used anly on tax
biice
Street address 887 S Brook
Cily Anytown Slale ys - | P [gogg
Country Us. .
Phone 888-555-1212
Use the format you would like displaye
E-mail address  iidbrooks@wildbrksinc

Wb sis ;wildhruuks:;orlslludiull.neﬂ

Need help selling up? * reguired feld Whial il | have more than one business?

it

FindALocal o=
< QuickBooks Expert L
(fees may apply) - Leave... < Back

FIGURE 1-1 Use the EasyStep Interview Wizard to enter details about your company.
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Small Business Tip Ifyouare asole proprietor using your social
security number for business purposes, consider applying for a federal ID
number. This can help you separate your business and personal finances
by using the T/EIN (Taxpayer/Employer Identification Number) for business
transactions and maintaining a separate bank account in your business
name. As your business grows and you hire subcontractors, consultants, or
employees, you'll eventually need an EIN to pay these folks.

Enter the contact information (address, telephone number, and so on). QuickBooks
uses this on the transactions you print (such as invoices), so enter this information as
you want it to appear on printed documents. After you have entered the information on
this screen, click Next to continue.

Selecting the Industry

In the next window, select the industry that matches the type of business you have.
Scroll up or down to see the options. If you don’t see an exact match for your business
type, choose one that comes close. Alternatively, you can simply select either of the
General Product/Service-based Business options located at the bottom of the industry
list. Click Next to continue.

How Is Your Company Organized?

The next window displays the various types of legal entities for businesses, such as
proprietorship, partnership, corporation, and so on. Select the one that matches the way
your business is organized.

If you're not sure, ask your accountant or find a copy of the business income tax you
filed last year (unless this is your first year in business) and match the form number
to the list in the window. If you can’t find the information, select Other/None. You
can change it later via the My Company screen accessed from the Company menu.
QuickBooks uses this information to attach tax-line information to all accounts that
affect your taxes. If you use an Intuit tax preparation program, this information can
then be used to prepare a tax return for your business. Click Next to continue.

Configuring Your Fiscal Year

In the next window, enter the first month of your fiscal year. QuickBooks enters January
as the default entry, but if you're not using a calendar year, select the appropriate month
from the drop-down list. The month you choose here will automatically set the default
year-to-date ranges for many QuickBooks reports, including the Profit & Loss report.
Click Next to continue.

Setting Up the Administrator Password

The next window asks you for an administrator password. It’s a good idea to create
a password to limit access to your company file and to prevent unauthorized access
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to your business’s financial information, especially if you plan on storing customer
credit card information. PCI DSS (Payment Card Industry Data Security Standard)
compliance standards also require a complex password if you are storing customer
credit card information in QuickBooks.

Creating user logins and passwords lets you place restrictions on what users can do
and see in QuickBooks. See “Setting Up Users and Permissions” later in this chapter.
Click Next to continue.

Creating Your Company File

The next window explains that youre about to save your company file. Click Next

to see the Filename For New Company dialog, as seen next. This saves the company
information using a filename based on the company name you've entered. Just click
Save to use that filename. If you prefer, you can change the name of the file. It takes
a few seconds for QuickBooks to save the company file and set up all the files for the
company. By default, QuickBooks saves your company file in a subfolder under the
Documents folder.

Filename for Mev
Savein: Documents - @F e mr
l MName " Date modified Type Size
I Custom Office Templates 1/6/2015 6:18 AM File folder
Cliickiareess My Data Sources 7/22/20159:54 AM  File folder
- Outlook Files 8/5/2015 3:28 PM File folder
Snagit 8/7/2015 215 PM File folder
Desktop
g |
Libraries
This PC
g File name: Wildbrooks, Inc. QBW = Save
Network | ;]
Save as type: |QuickBook5 Files (" QBW," QBA) - Cancel
Help ]

Small Business Tip Consider creating a folder on your hard drive
for your QuickBooks data (for instance, C:\QBDataFiles). This makes it easier to
find and back up your data.

Customizing QuickBooks for Your Business

The remaining EasyStep Interview windows provide a series of choices and options
about the way you do business. For example, you're asked what you sell (services,

11
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products, or both), whether you charge sales tax, whether you use estimates, and so
on. The questions are clearly stated and easy to answer, and you won't necessarily have
to perform any setup tasks right away if you answer Yes. For example, if you answer
Yes when you're asked if you have employees, you don't have to create employee
information immediately—you can do all of that later.

Essentially, QuickBooks is setting configuration options for you, but you can set any
of those options for yourself at any time. Find information about the options you need
to perform certain tasks in the appropriate chapters throughout this book.

Selecting a Start Date and Creating the Chart of Accounts

Before you begin creating your chart of accounts, you'll be asked to choose a
QuickBooks start date. Before filling in your answer, be sure to read the section “Decide
on the Start Date,” earlier in this chapter. Click Next after you've completed this page to
review the income and expense accounts that QuickBooks suggests you use.

QuickBooks displays the income and expense accounts it has established for your

company, based on your responses to the interview question regarding your type of
business. Figure 1-2 shows the review page for your chart of accounts.

yStep Inteniew
¥ Getanawers
Review income and expense accounts
EasyStep’Interview
Income and exp accounts « money your eams from, or spenads on, normal
business operations.
L]
Interview Progress J Recommend COoUnts for your industry are typically all vou need
for income tax purposes. Explain
P 1 accoum = L TYPE
e e
Sales Discounts Income l
Merchant Account Fees Cost of Goods Sold
Subcontracted Senvices Cost of Goods Sold
J |Advertising and Promation Fipense
4 |Automobile Expense Expense
< |Bank Service Charges Expense
Business Licenses and Permils Expense
Charitable Confributions Expense
v
Restore Recommendations
e YOU can modify your chart of accounts anytime aner completing this interview.
Need help selling up? .
infurt
FindALocal e
+ QuickBooks Expert L.
(fees may apply) - Leave... < Back

FIGURE 1-2 You can select or deselect items for your chart of accounts on this screen, or wait until you
begin using QuickBooks.
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You can select or deselect specific accounts if you know you need or don't need any
of them. However, it may be easier to go through that process later. You'll likely need
additional accounts in your chart of accounts, but it’s easier to add them after you've
finished this company setup task. Learn more about setting up your chart of accounts in
the section “Create Your Company’s Chart of Accounts” later in this chapter.

Click Next to finish with the basics of creating your QuickBooks company file. You
can now continue building your file by clicking the Go To Setup button and launching
the QuickBooks Setup window.

The QuickBooks Setup Wizard

The QuickBooks Setup Wizard (which launches after either a Detailed or Express
Startup) gives you three important options designed to help simplify the task of getting
information into your new company file, as shown in the following illustration.

No data to enter right now? No problem. You can always add it later.

Get all the details into QuickBooks

Add the people you do business with

Why do this? Imporl or enler your conlacls so you can bill your wuslomers, pay
your vendors, and track your employces. B Ses how i works

Add

Add the products and services you sell

Why do this? So your customers know what they're getting billed for when you
send invoices or receipts. BSce how it works

Add your bank accounts
P Why do this? So you can track deposits, payments and how much money you Add

have. DonT worry we won'T connect to your hank. esas how it works

Start Working

Click the Add button next to the list type that you want to enter. You may enter
the information manually or import the data from Excel and even several e-mail
applications. QuickBooks will tell you any fixes that need to be made to the information
prior to importing it.

If you prefer to start exploring your file now and work on your lists later, click the
Start Working button at the bottom of the window to open the QuickBooks Home page.

13



]4 * PARTONE GETTING STARTED USING THE DESKTOP VERSION OF QUICKBOOKS

l Navigate in QuickBooks

With your new file created, let’s take a look at how you get around in the software.
The Home page, as seen in Figure 1-3, shows the following elements:

o Title Bar Located at the top of the QuickBooks window, this displays the name of

your QuickBooks company file.
o Menu Bar Gives you access to all areas in QuickBooks.
o IconBar Contains buttons for quick access to frequently used functions. By default,
it appears at the left side of the Home page. Learn how to change the location and

functions on the Icon Bar in the section “Customize the Icon Bar;” later in this chapter.

Home Page

The heart of the Home page includes links and icons you can use to access the features and
functions you need to run your business in QuickBooks. Its divided into sections to make it
easy to find icons and see the workflow those icons represent. Take a moment to review the
Home page and identify the Vendor, Customer, Employees, Company, and Banking areas.

L] ne. -Q [Home |
= File Edil View Lists Faworles Accountanl Cuompany Cyslomers Vendprs §=pUTRER Banking Reporls Window Help Bela

- |- & %
¢ | Home Page Insights
VENDORS COMPANY
Char of
@ & Arcounts
Enter Bilts PayBms
Eh =
Items & Order
A tome Seraces Checks
P =]
CUSTOMERS
Calendar
- 2
Accepl HANSING =
Credit Cargs l‘:
g B & G
Creale Rocuhve Rucord Recongle i
Invoices Payments Deposits Bt
Statement Statements Refunds Wil Chock
Charges %0 Checks Register
EMPLOYEES
& )
g
Prnt
Eriter Checks
Time
24 >

FIGURE 1-3 The QuickBooks Home page makes navigation easy.
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The Home page is dynamic—that is, the icons and workflow arrows it contains

change as you enable the various features available in QuickBooks. For example, if you
enable inventory tracking, QuickBooks adds icons in the Vendors section for inventory-
related tasks

QuickBooks Centers

QuickBooks centers are windows in which information is displayed about specific areas
of your company. Most centers have a dedicated button on the Icon Bar or directly in
the middle of the Home page; other centers are accessible from the menu bar. You can
see current data, analyze that data, and perform tasks. QuickBooks centers are shown in

Table 1-2.
Center What It Contains
Customer Open the Customer Center by selecting it from the Customers menu at the top of the QuickBooks
Center window. Here you find everything you'd ever need to know about your customers, including your

list of customers and all the information about each. You can also perform routine customer-
related tasks using the buttons at the top of the Customer Center window. Information about
using and customizing the Customer Center is in Chapter 2.

Vendor Center

The Vendor Center makes it easy to view detailed information about your vendors and to enter
transactions into QuickBooks related to them. Select Vendor Center from the Vendors menu on the
menu bar to open this center. Learn how to use and customize the Vendor Center in Chapter 2.

Employee Whether you process your own payroll or use a QuickBooks payroll service, you can find detailed

Center information about each employee, your payroll liabilities, and the payroll transactions for each
employee in the Employee Center, accessed from the Employees menu. Refer to Chapter 9 to learn
more about the ways you can process payroll in QuickBooks.

Report Center The Report Center can be opened directly from the Icon Bar and includes three views: Carousel
view, List view, and Grid view. For each view, the major category of reports displays in the left pane.
Learn more about reports in Chapter 11.

Bank Feeds From the Icon Bar, you can also launch the Bank Feeds Center, where you can go to download and

Center enter transactions directly from your credit card and bank accounts into QuickBooks. Do consider

taking advantage of this useful and time-saving feature. Learn more in Chapter 8.

Docs Center

The Docs Center holds documents and files on your computer that you can then “attach”to or
associate with a specific transaction or record in QuickBooks. Learn how in Chapter 14.

App Center

The App Center shows other software programs that interface with QuickBooks.

Lead Center

Unlike the other centers, the (Customer) Lead Center doesn’t have a button of its own on the lcon
Bar (although you can add it if you want by customizing the Icon Bar, as explained in the next
section). Access the Lead Center from the Customers menu.

Calendar

Although not a “center” per se, the QuickBooks Calendar can give you a unique view of all the
important transactions and reminders you need to monitor to keep your business running
smoothly. Click the Calendar button on the Icon Bar to open your calendar for the first time. If you
haven't yet entered any transactions into your QuickBooks file, your calendar will be empty. Check
back in once you've entered some bills or invoices, and your calendar will show the dates that
these bills or invoices were created and are due.

TABLE 1-2 QuickBooks Centers
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Customize the Icon Bar

To customize the Icon Bar, choose View from the menu. You’'ll see options that let you
move the default location of the Icon Bar from the left side of the window to the top of
the window, or you can hide it altogether.

QuickBooks put icons on the Icon Bar, but the icons QuickBooks includes may
not match the features you use most frequently. Choose View | Customize Icon Bar to
display a list of the icons currently occupying your Icon Bar, as shown next. From here,
you can add, remove, or reorder the icons to suit you.

Customize lcon Bar

ICON BAR CONTENT

+ (space) Add...

- >

+Home -
Edit...

+ My Company

+ Income Tracker Delete

+ Bill Tracker

Calendar
“ Add Separator
+ (space)

v

= To reorder the icons, drag an icon's diamond up or
down to the position you want.

ICOH BAR DISFLAY OFTIONS

Show icons and text

Show jcons anly

SEARCH BOX DISFLAY OPTIONS

Show Search Boxin lcon Bar

Small Business Tip When you loginto QuickBooks with your own
login name, the Icon Bar settings you establish are linked to your login name
only. You are not changing the Icon Bar for other users.

Changing the Order of Icons and Their Display

You can change the order in which icons appear on the Icon Bar. To move an icon, click
the small diamond to the left of the icons listing, hold down the left mouse button, and
drag the listing to a new position.
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You can also change the way the icons display:

Display icons without title text By default, icons and text display on the Icon Bar
when it’s positioned at the top of the window. You can select Show Icons Only to
remove the title text under the icons. As a result, the icons are much smaller (and
you can fit more icons on the Icon Bar). Positioning your mouse pointer over a
small icon displays the icon’s description as a Tool Tip.

Change the icon’s graphic, text, or description To change an individual icon’s
appearance, select the icon’s listing and click Edit. Then choose a different graphic
(the currently selected graphic is enclosed in a box), change the Label (the title), or
change the Description (the Tool Tip text).

Separate icons  You can insert a separator between two icons, which is an
effective way to create groups of icons after you move icons into logical groups.
The separator is a black vertical line. In the Customize Icon Bar dialog, select the
icon that should appear to the left of the separator bar and click Add Separator.
QuickBooks inserts the separator on the Icon Bar and “(space)” in the listing to
indicate the location of the separator.

Adding and Removing Icons

You can remove any icons you never use or use infrequently and fill the space they
took up with icons representing features you use a lot. Select the unwanted icon in the
Customize Icon Bar dialog and click Delete. QuickBooks does not ask you to confirm
the deletion; the icon is just removed from the Icon Bar. The icon is not gone for good,
though. You can add it back at any time from the Customize Icon Bar dialog.

be

If you're currently working in a QuickBooks window and it strikes you that it would
handy to have an icon for fast access to this window, while the window is active,

choose View | Add “Name Of Window” To Icon Bar. A dialog appears so you can choose
a graphic, name, and description for the new icon.

L s

You can add an icon to the Icon Bar in either of two ways:

Choose Add in the Customize Icon Bar dialog.
Automatically add an icon for a window (transaction or report) you're currently using.

To add an icon from the Customize Icon Bar dialog, follow these steps:

Click Add to display the Add Icon Bar Item dialog.
Scroll through the list and select the task you want to add to the Icon Bar.
Choose a graphic to represent the new icon.

If you want, change the label and/or the description (the text that appears in the
Tool Tip when you hold your mouse pointer over the icon).

Click OK to close this dialog when you’re done.
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The Favorites Menu

The Favorites menu (located on the menu bar) gives you the flexibility to list up to 30
of the QuickBooks tasks and lists that you use most often, saving you from having to
navigate to other areas of the program to complete your most common QuickBooks
tasks. To add menu items to your Favorites menu, do the following:

1. Select Favorites | Customize Favorites from the menu bar. The Customize Your
Menus window opens, as shown next.

Customize Your Menus

Ayailable Menu ltems Chosen Menu ltems
Home Page - Chart of Accounts
Company Snapshot l Add > Sales Rep List
Calendar < Remove
Documents
Doc Center
Clean Up Attachment Links Move Up

Repair Attached Document Li...

My Company

Move Down

Advanced Service Administratio...
v

2. Select a menu item, and then click the Add button to add it to your Favorites menu.
3. Click OK when you're finished.

Closing QuickBooks

To exit QuickBooks, click the X in the top-right corner of the QuickBooks window, or
choose File | Exit from the menu bar. QuickBooks will ask you if you're sure you want

to exit. If you choose Yes, the company file open at the time you exit the software is the
file that opens the next time you launch QuickBooks.

l Setting Up Users and Permissions

If several users access your QuickBooks file, either at different times or at the same
time, each user should have an individual user name and password. In this way, you
can track who is making what changes to your company file. Even if you're the only one
using QuickBooks, you should make sure that you log in with a password to ensure the
security of the company file.
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When multiple users can access a company file from other computers on the network,
QuickBooks requires user logins. Although it is tempting to avoid the extra step of
logging in and remembering a password, don’t yield to that temptation. If anyone else
wanders into your office and accesses your computer, without passwords, it is possible
for him or her to open QuickBooks and view your financial information.

User names are linked to permission levels. This means if you choose, you can limit
the parts of QuickBooks that certain users can access to create or view transactions and
reports. For example, you can keep users from seeing payroll information or sensitive
reports that contain information about your company’s profits, debts, and so on.

The QuickBooks Audit Trail report tracks activities with a time and date stamp and
displays the name of the logged-in user for every transaction it tracks, but if you and
your staff are all using “Admin” as the login name each time you use QuickBooks, the
practice diminishes the value of this report. Learn more about the Audit Trail report in
Chapter 11.

Working with User Names and Passwords

Most of us who use computers and the Internet on a regular basis know that passwords
are very important when it comes to protecting our personal and business information.
Remember not to use passwords that are based on information that someone else may
know, such as your child’s name, your dog’s name, your nickname, your license plate, or
your birth date, because many computers are attacked by hackers who have successfully
guessed such passwords.

If you've enabled the credit card protection feature in QuickBooks (covered in
Chapter 2), you must create a complex password (also sometimes called a strong
password) if you're the Admin user or a user who has permission to view customer
credit card information. A complex password contains a minimum of eight characters,
comprising uppercase and lowercase letters, numbers, and symbols. Even if you do not
use the credit card protection feature, you should still consider using a complex password.

Of course, the longer the password and the more complicated it is, the harder it is for
someone else to guess; but complicated passwords can also be difficult to remember. For
example, Xyyu86RDa is a great password, but it would be very difficult to remember.
Try to strike a balance between complexity and your ability to remember the password.

Small Business Tip Whatever your password, do not affix it to your
computer monitor on a sticky note.
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The QuickBooks Admin

The first person to open the company file (usually the person who creates it) becomes the
Admin (administrator) user automatically. The Admin user is in charge of all QuickBooks
users and is the only user who can set up additional users, set period closing dates, and
complete other sensitive activities in the company file. QuickBooks lets you change the
name “Admin” to any other name without losing the administrator power.

As previously mentioned, it is never a good idea to use QuickBooks without the
security of having users log in to a company file with a unique user name and a password.
Even if you are the only person who works in QuickBooks, and therefore you are
automatically the administrator, be sure the user named Admin has a password.

Small Business Tip The administrator’s (Admin) privileges in
QuickBooks are totally unrelated to your Windows login name and privileges.
Even if you're an ordinary user in Windows and can't install software or
manage users on the computer, you can be the QuickBooks administrator.

You can create the Admin password when you first create a QuickBooks file or
at any time later. If you did create a password and you think someone else may have
discovered it, you can create a new password.

To add or change the password for the user named Admin, follow these steps:

1. Log in to QuickBooks as Admin and choose Company | Set Up Users And Passwords |
Change Your Password to open the Change QuickBooks Password dialog shown in
Figure 1-4.

2. Ifthe Admin account is already password-protected and you're merely changing
the password, you'll need to enter the current password to complete the process.

3. Enter the new password, enter it again in the Confirm New Password field, and
select a challenge question and the answer. You cannot see what you're typing in
the Answer field, so type carefully. QuickBooks treats this the same way it treats
password entry; you see bullet characters instead of the characters you're typing.
(Keep reading for more information about this question and answer.)

4. Click OK when you're finished.

If you don’t remember your Admin password, you can’t get into your company file.
If Admin is the only user, that means you can’t use QuickBooks. If there are other users,
they can open the company file, but they can't perform administrative tasks in the file
(many QuickBooks functions can be performed only by the Admin user). Essentially,
forgetting your Admin password brings your QuickBooks work to a screeching halt.
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Change QuickBooks

To better protect the information in this company file, we encourage you to create a complex
password and change it every 90 days. Explain

A complex password is harder to guess and requires atleast 7 characters, including one
number and one uppercase letter (e.g. coMpiex, Xample2).

User Name Admin
Mew Password e
Confirm New Password e

Set Up Password Reset
Select a challenge question and enter answer. How will this help me reset my password?

Challenge Question City where you went to high school =

Answer [.uun|

Answer is not case sensitive

FIGURE 1-4 You can easily add or change the Admin password.

To prevent this inconvenience, QuickBooks gives the Admin user the opportunity
to create a reminder about the password. Select a question from the drop-down list in
the Challenge Question field and then enter the answer to that question in the Answer
field. If you forget your Admin password, you can reset it using the challenge question
you created. In the QuickBooks Login dialog, click the I Forgot My Password link. The
challenge question shows in the Reset QuickBooks Administrator Password dialog.
Enter the answer you recorded in the Answer field (this time you can see what you're
typing). When you answer the question correctly, all of your password information is
removed from the company file and you can start all over with a new password (and a
new challenge question and answer).

If you can’t remember your challenge question, click the I Forgot My Answer link.
The Reset QuickBooks Administrator Password window opens, where you’ll have to
enter your QuickBooks license number, your name, address, and e-mail address. Once
this information is completely filled in, click OK. The Reset QuickBooks Administrator
Password window opens, notifying you that a password reset code was sent to the
e-mail address provided. Enter the reset code sent to you and click OK. In the next
window, you'll be asked to enter and confirm your new password and create a challenge
question with the appropriate answer. Click OK, and your password will be reset.
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Working with QuickBooks Users

The Admin user can add, delete, or edit a user in QuickBooks. To add a new user to
your company file, follow these steps:

1. Choose Company | Set Up Users And Passwords | Set Up Users. QuickBooks asks
you to enter your Admin password to proceed and then opens the User List dialog.

2. Click Add User to open the Set Up User Password And Access Wizard that assists
you in setting up the new user.

When creating a new user, remember the following:

o The user name is the name this user must type to log in to QuickBooks.

o A password is optional, but it's much less secure to omit passwords. Enter the same
password in both password fields. (Later, the user can change the password—see
the section “Users Can Change Their Own Passwords” later in the chapter.)

 Assign permissions for this user to access QuickBooks features.

Deleting a User

To remove a user from the User list, select the user name and then click the Delete User
button. QuickBooks asks you to confirm your decision. Note that you are not able to
delete the Admin user.

Editing User Information

To change the user settings for any user, select the user name in the User List window
and click Edit User. You see a screen similar to the Set Up User Password And Access
Wizard, with which you can change the user name, password, and permissions.

The Edit User feature is handy when one of your QuickBooks users comes to you
because he cannot remember his password—and you don’t have it handy either. You
can create a new password for the user, who then has the option to change the password
to something of his own liking. See “Users Can Change Their Own Passwords” later in
this chapter for more details.

Setting User Permissions

When you're adding a new user or editing an existing user, the wizard walks you
through the steps for configuring the user’s permissions. Click Next on each wizard
window after you've supplied the necessary information.

The first permissions window, shown next, asks if you want this user to have access
to selected areas of QuickBooks or all areas. If you give the user access to all areas of
QuickBooks, or you select the option to make this user an External Accountant, when
you click Next you're asked to confirm your decision, and there’s no further work to do
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in the wizard. Click Finish to return to the User List window. (See Chapter 11 to learn
about the External Accountant user type.)

Set up user

Access for user: nikki

. Banking

Reports  What do you want this user to have access to?

PASSWOR]
¥k ke

1 All areas of QuickBooks

[ ]
@® Selected areas of QuickBooks:
(You will make the selections in the screens that follow)

) External Accountant

(Access to all areas of QuickBooks except sensitive customer data, such as
credit card numbers)

Back m Finish Help Cancel

If you want to limit the user’s access to selected areas of QuickBooks, select that option
and click Next. The windows that follow take you through all the QuickBooks features
(Sales And Accounts Receivable, Check Writing, Payroll, and so on) so you can establish
permissions on a feature-by-feature basis for this user. You should configure permissions
for every component of QuickBooks. Any component not configured is set as No Access
for this user (which means the user cannot work in that part of QuickBooks). For each
QuickBooks component, you can select one of the following permission options:

o No Access The user is denied permission to open any windows in that section of
QuickBooks.

o Full Access The user can open all windows and perform all tasks in that section
of QuickBooks.

o Selective Access The user will be permitted to perform the tasks that you choose.

If you choose to give selective access permissions, you're asked to specify what tasks
this user can perform. Those rights vary slightly from component to component, but
generally you're asked to choose one of these permission levels:

o Create transactions only
o Create and print transactions
o Create transactions and create reports

23
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You can select only one of the three levels, so if you need to give the user rights to
more than one of these choices, you must select Full Access instead of Selective Access.

Special Permissions Needed for Customer Credit Card Data

If you provide Full or Selective Access permissions to a user for the Sales And Accounts
Receivable area, by default, the user is not able to view customer credit card data. A
separate option for this permission appears on the wizard window.

Sales and Accounts Receivable Page 10f9

Access to this area includes activities such as: entering invoices, sales
receipts and sales orders, receiving payments, and writing estimates and
statements. It also includes access to the Customer Center and accounts
receivable reports.

What level of access to Sales and Accounts Receivable activities do you
want to give this user?

) NoAccess

) Full Access
@® Selective Access
@® Create transactions only
() Create and printtransactions

) Create transactions and create reports

7] View complete customer credit card numbers:
Tell me about customer credit card protection.

Back m Finish Help Cancel

« Ifyou've enabled the Customer Credit Card Security feature (explained in Chapter 2),
the next time this user logs in to the company file, he or she will be asked to create
a strong password.

o Ifyou haven't enabled the Customer Credit Card Security feature, this user, and any
other user you configure to have access to customer credit card information, does
not have to set up a strong password and can view credit card numbers you store in
your customers’ records.

Configuring Special Areas of QuickBooks
You’'ll use two wizard windows for setting permissions that are not directly related to
any specific area of the software: sensitive accounting activities and sensitive accounting
reports.

Sensitive accounting activities are tasks that aren’t directly related to QuickBooks
transactions, and sensitive financial reporting provides important financial information
about your company, such as those described in Table 1-3.
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Sensitive Accounting Activities Sensitive Financial Reporting

Making changes to the chart of accounts Financial statements, such as the Profit & Loss reports
and the Balance Sheet

Manipulating the register for any balance sheet account Budget reports

Using online banking and transferring funds between Cash flow reports

banks or accounts

Reconciling bank accounts Trial balance reports
Creating journal entries Income tax reports
Working with budgets Audit Trail reports

TABLE 1-3 Sensitive Areas in QuickBooks

Configuring Rights for Existing Transactions

You can limit a user’s ability to delete or change existing transactions, even in areas for
which the user has been granted permissions and for a user that originally created the
transaction.

When you have finished configuring user permissions, the last wizard page presents
a list of the permissions you've granted and refused. If everything is correct, click
Finish. If there’s something you want to change, click the Back button to return to the
appropriate page.

Users Can Change Their Own Passwords

Any user can change his or her own password by choosing Company | Set Up Users
And Passwords | Change Your Password to open the Change QuickBooks Password
dialog. The dialog opens with the name of the currently logged-in user in the User
Name field, and that text cannot be changed.

To change the password, the user must enter the old password and then enter the
new password twice. That’s an excellent security device, because it prevents other users
from changing a user’s password (which can happen if a user leaves the computer
without logging out of QuickBooks).

Small Business Tip Although theoretically it’s a good idea for

the QuickBooks administrator to know all user passwords and to ask users

to notify the administrator when a password is changed, tracking passwords
can be burdensome if more than one or two users are involved. It is perfectly
acceptable to decide that you don’t want to know user passwords, because if
a user forgets a password, you can edit the user’s record to create a new one
(as described earlier in this chapter) and tell the user his or her new password.
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l Create Your Company’s Chart of Accounts

QuickBooks uses accounts to categorize the many different transactions that occur as you
operate your business, and the list where all these accounts live is called the chart of accounts.
In addition, these accounts are further categorized by type. Assets, liabilities, income,
and expenses, for example, are the account types most frequently used. (See Table 1-4 for
more explanation of each account type.) As you enter a transaction, QuickBooks takes
care of all the “behind-the-scenes” entries needed for the affected accounts.

for resale if you

are a distributor or
manufacturer (called
inventory assets)

loan balances
(QuickBooks
account type:
Long Term
Liability)

Assets Liabilities Equity Income Expenses
Something your Something your Net worth of Also called Funds you spend to operate your business.
company owns company owes your business revenue Generally, expenses are divided into two
to someone else main categories: cost of goods sold (COGS)
and general and administrative expenses.
Cost of Goods General and
Sold Administrative
Expenses
Money in your Money you owe Capital Money Cost of raw Overhead (utilities,
bank accounts your vendors invested in you collect materials for rent, insurance,
(sometimes called and suppliers your business when manufacturing office supplies, and
cash on hand) (QuickBooks (called capital) you sell so on)
account type: products
Accounts Payable)
Money owed to you Sales tax you Capital you've Fees you Cost of goods Services you
by your customers have collected withdrawn collect for youresellina purchase
(called accounts and must turn from the services wholesale or
receivable) over to the state business (if retail business
(QuickBooks your business
account type: isn'ta
Current Liability) corporation)
Equipment, Money withheld Profit (or loss), Income Cost of materials Payroll
furniture, and so on from employees’ including derived consumed/
(called fixed assets) pay that you accumulated from sold in a service
must turn over earnings in interest business
to government prior years
agencies (called retained
(QuickBooks earnings)
account type:
Current Liability)
Inventory you stock Outstanding Taxes

TABLE 1-4 Account Types in QuickBooks
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For example, when you sell goods or services to a customer and send them an
invoice, you enter the name of the customer, the product or service you sold, and the
amount you charge. QuickBooks posts the amounts related to the transaction to the
accounts you specify and records that transaction in the customer’s account. Later,
when the customer pays the invoice, QuickBooks shows that the invoice has been paid
and increases your Undeposited Funds account by the amount of the payment When
you deposit the funds, the Undeposited Funds account is decreased by the amount of
the payment and the bank account is increased. QuickBooks created some accounts for
you during the initial setup of your company, but you’ll likely need to create additional
accounts to ensure that your chart of accounts reflects your unique business. You create
the chart of accounts first because some of the other QuickBooks lists you create require
you to link the items in those lists to your accounts.

Use Account Numbers

By default, the chart of accounts in QuickBooks uses account names only. However, you
can change this setting so that your accounts show numbers in addition to the names.

The advantage of using numbers is that you can arrange each section of the chart of
accounts by category and subcategory because within each type of account, QuickBooks
displays your chart of accounts in alphanumeric order. Without numbers, QuickBooks
displays each section of your chart of accounts in alphabetical order, which can cause
confusion when running reports. You can also use numbered subaccounts (see the
section “Use Subaccounts” later in this chapter) to provide subtotals for accounts on
many QuickBooks reports and to make it easier to enter transactions.

To switch to a number format for your accounts, you have to enable the account
number feature. Choose Edit | Preferences from the menu bar to open the Preferences
dialog, and select the Accounting icon in the left pane. Click the Company Preferences
tab, and select the Use Account Numbers check box as shown in Figure 1-5. (Learn
more about Preferences in Chapter 14.)

» Small Business Recommendation

As convenient as it is for you (and your accountant) to have numbered accounts so you can track
your finances by category and subcategory, you may have to produce reports for an outside
stakeholder (such as your bank). They may have certain financial categories that they’ll want to
look at first, and sometimes it is easier for them if your accounts, especially your expenses, are in
alphabetical order.

To produce reports without account numbers, putting each account type list back into alphabetical
order, turn off the account number feature by deselecting the option in Accounting Preferences
(Edit | Preferences | Accounting). Print the reports, and then turn the feature on again. QuickBooks
stores account numbers as part of the account name, so when you re-enable account numbers,
all your numbers appear exactly as you created them.
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% Multiple Currencies
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7! Use class tracking for transactions
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Search
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¥ Warn ifransactions are |30 | day(s) in the future

CLOSING DATE

FIGURE1- 5 Use QuickBooks Preferences to enable numbers for your chart of accounts.

When you set up your company file and chose a preset chart of accounts, those
accounts were switched to numbered accounts automatically. However, the QuickBooks
numbering scheme is designed to keep accounts in alphabetical order, especially in
the Expenses section. This costs you some of the advantages and efficiencies that well-
planned numbers bring, but all you have to do is create your own plan and then edit the
accounts to change the numbers (see “Edit and Delete Accounts” later in this chapter).

Small Business Tip Accounts you added to the preset accounts set
up when you created your company file have to be edited to add numbers.
QuickBooks doesn’t automatically number them.

When you select the option to use account numbers, the option Show Lowest
Subaccount Only (refer to Figure 1-5) becomes accessible. This option tells QuickBooks
to display only the subaccount on transaction windows instead of both the parent
account and the subaccount, making it easier for you to see precisely which account is
receiving the posting.
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Creating a Numbering System

After you've set up numbered accounts, you have a more efficient chart of accounts,

so you, your bookkeeper, and your accountant will have an easier time managing your
chart of accounts. Numbers give you a quick clue about the type and category of the
account you're working with. As you create accounts, be sure to maintain the logic of
your numbering system, assigning ranges of numbers to account types. The example
shown next, a common approach to account numbering, uses five-digit numbers
because QuickBooks uses five-digit account numbers. QuickBooks permits account
numbers of up to seven digits, so you're not going to run out of numbers no matter how
many accounts you need for your business.

o lxxxx Assets

o 2xxxx Liabilities

o 3xxxx Equity

o 4xxxx Income

» Sxxxx Expenses

o 6xxxx Expenses

o 7xxxx Expenses

» 8xxxx Non-operating Income

« 9xxxx Non-operating Expenses

Creating Ranges of Numbers

Account types have subtypes, and you need to assign ranges of account numbers to
match those subtypes. The starting number of each range has to be the same as the
starting number for the account type. That means that if you use numbers starting with
a 1 for assets, all of the number ranges for different subtypes of assets must start with a 1.

When numbering assets, you can use 10000 through 10999 for bank accounts, 11000
through 11999 for receivables and other current assets, and 12000 through 12999 for
tracking fixed assets such as equipment, furniture, and so on. Follow the same pattern
for liabilities, starting with current liabilities and moving to long term. It’s also a good
idea to keep all payroll withholding liability accounts together.

If you have inventory and you track cost of goods, you can reserve a section of the
chart of accounts for those account types. Some businesses dedicate the numbers in the
S5xxxx range to that purpose.

Usually, you should create new accounts by increasing the previous account number
by 10 or 20 (or even 100 if you don’t have a lot of accounts), so you have room to insert
more accounts that belong in the same general area of your chart of accounts when
needed.
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» Small Business Recommendation

When you first set up your chart of accounts, your accounts are sorted by type and then by
number. Because the order of these accounts can be changed manually, you may, over time, find
it more difficult to find and work with some accounts in your list. You can fix this by re-sorting the
list. Open your chart of accounts, click the Account button, and select the Re-Sort List command to
return the list fo its original order.

Name Conventions

Whether or not you choose to enable account numbers, you have to give each account
a name. What’s more, you should take steps to ensure that your account naming
convention is consistent. Why is this important? Because it’s not uncommon to find
accounts with names such as these:

o Telephone Exp
» Exps-Telephone
o Tele Expense

o Telephone

o Tele

The problem here is that every one of those accounts had amounts posted to them.
That’s because users “guess” at account names when they see a drop-down list, and
they point and click whatever they see that seems remotely related. If they don’t find an
account named the way they would have entered the name, they create a new account
using a name that is logical to them. You can avoid all of those errors by establishing
rules about creating account names, limiting which users have authority to create new
accounts, and then making sure your users search the account list before applying an
account to a transaction.

Here are a few suggestions. You can adjust them to meet your own needs or create
different rules with which you are more comfortable. However, the important thing is
consistency!

« Avoid apostrophes and quotes.
o Set the number of characters for abbreviations. For example, if you permit four
characters, telephone is abbreviated “tele”; a three-character rule produces “tel”

o Make a rule about whether spaces are allowed. For example, would you rather have
“Repairs & Maintenance” or “Repairs&Maintenance”?
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Create Accounts

After you've done your homework and decided on a naming and numbering scheme,
creating accounts is a piece of cake:

1. Press CTRL-A to open the Chart Of Accounts window.
2. Press CTRL-N to enter a new account.

3. Inthe Add New Account: Choose Account Type dialog, as shown next, select the
type of account you're creating. If the account type you need doesn’t appear in
the major category list on the dialog, select Other Account Types and choose an
account type from the drop-down list.

4. Click Continue to create the account.

Chart of Accounts

MAME P g TYPE ! BALANCE TOTAL ! ATTACH
- Furniture and Equipment FixedA-s.-s.et =
+ 17000 - Accumulated Depreciation Fixed Asset 0.00 ll
+ 30000 - Opening Balance Equity Equity 0.00
+ 30100 - Capital Stock Equity 0.00
+ 31400 - Shareholder Distributions Equity 0.00
+ 32000 - Retained Earnings Equity
+ 41000 - Accounting Services Income Income
+ 42700 - Consulting Income Income
+ 48400 - Tax Preparation Services Income Income
+ 50500 - Contracted Sernvices Cost of Goods Sold
+ 60000 - Advertising and Promotion Expense
+ 60200 - Automobile Expense Expense
+ 60400 - Bank Senice Charges Expense -
Account ¥ || Activities |v || Reporis |v || Attach Include inactive

The dialog you see when you fill out account information varies depending on
the account type you chose because different types of accounts require different
information. In addition, if you've opted to use numbers for your accounts, there’s a
field for the account number. Figure 1-6 shows a blank Add New Account dialog for an
Expense account.

Small Business Tip If you created your company file in QuickBooks
2016 and you selected an industry type during the setup, a button labeled
Select From Examples in the Add New Account dialog will display for

certain account types. Clicking the button produces a list of accounts that
QuickBooks thinks you might want to consider adding to your chart of
accounts. The list of accounts matches the account type you selected when
you started the process of adding an account.
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% Choose one account type and click Continue.

Help me choose the right account type. Cancel

Add MNew

Categorize money your business earns or spends

© Income Expense Account
Categorizes money spentin the
course of normal business

Or, track the value of your assets and liabilities operations, such as:

© Fixed Asset (major purchases) + Advertising and promotion

+ Office supplies

-

) Bank +Insurance

-~ +Legal fees

- Loan + Charitable contributions

@ Credit Card *Rent

© Equity

More...
© Other Account Types =<select> -

FIGURE 1-6 The only required entry for an account is a name.

The Description field in the Add New Account dialog is optional, as is the Note field
(which appears only on some account types). You can assign a Tax-Line Mapping to
your accounts, which can be a huge timesaver if you do your own taxes or if your tax
preparer is using one of Intuit’s tax preparation software programs. QuickBooks exports
data for each account to the appropriate tax line if you use TurboTax to do your taxes,
for example. In order to do this, QuickBooks has to know which tax form you use, and
you probably provided that information when you set up your company file. In fact, if
you selected a tax form when you set up the company file, QuickBooks automatically
inserts a tax-line assignment for Income, Cost of Goods Sold, and Expense Accounts.

If you didn’t select a tax form, the Tax-Line Mapping field doesn’t appear. But you
can add the tax-line information in the Company Information window. You get to this
window by opening the Company menu, selecting My Company, and then clicking the
Edit icon (the small pencil) on the top-right side of the My Company window. You’ll
find the Income Tax Form Used drop-down list located on the Report Information tab.

Small Business Tip You can use QuickBooks without assigning

a tax line. Knowing which tax line to assign to an account is not always
apparent, so if you're unsure about assigning a tax-line mapping, consult with
your accountant or a tax professional first.
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As you finish creating each account, click Save & New to move to another blank Add
New Account dialog. By default, the new dialog is configured for the same account
type as the account you just created, but you can change the account type by selecting
another type from the drop-down list at the top of the dialog.

When you're finished creating accounts, click Save & Close, and then close the Chart
Of Accounts window by clicking the X in the upper-right corner.

» Small Business Recommendation

Unless you start your business the day you start using QuickBooks, many of your accounts
already have an existing balance. For example, you probably have money in your business bank
account, either because your business has been operating for a long time and you're just getfting
around to using QuickBooks, or because you provided startup money for your new business.

It is best not to enter any figures in the Opening Balance field of any account that has this
option, because QuickBooks (which is a true double-entry accounting application) needs to make
an entry of the same amount you entered into an offsetting account. Of course, QuickBooks has
no way of knowing the source of that money, so the offsetting account it uses is called Opening
Bal Equity, which is an account QuickBooks invented for just this purpose. In actuality, the money
in your bank account may be the result of a loan you made to your business, capital you invested
in your business, or sales you made before you started keeping records in QuickBooks.

Chapter 3 details the easy-to-follow process you can use to enter opening balances and
historical data correctly and efficiently. Be sure to ask your accountant to help you create the
transactions that provide the details behind the opening balances for your accounts.

Use Subaccounts

Subaccounts provide a way to post transactions more precisely by using subcategories
for main account categories, while also giving you the ability to view key reports at both
the subaccount and parent account levels. To create a subaccount, you must first create
the parent account.

For example, suppose you have the following parent account:
o 60100 Automobile

You can create the following subaccounts:
o :60110 Fuel

e :60120 Insurance
o :60130 Repairs and Maintenance

(The colon in the account names listed here is added automatically by QuickBooks
on some reports to indicate a parent account:subaccount relationship.)



34

PART ONE

GETTING STARTED USING THE DESKTOP VERSION OF QUICKBOOKS

Creating Subaccounts

To create a subaccount, you must have already created the parent account. Then take
these steps:

Open the Chart of Accounts list and press CTRL-N to create a new account.
Select the appropriate account type and click Continue.

Enter a number (if you're using numbered accounts).

Name the account.

Click the Subaccount Of check box to place a check mark in it.

In the drop-down box next to the check box, select the parent account.

NS e =

Click Save & New to create another account or Save & Close if you're finished
creating accounts.

Small Business Tip To getthe most out of using subaccounts
when viewing reports, once you create subaccounts, ensure you post
transactions to the correct subaccount. When you post directly to a parent
account that has subaccounts attached to it, reports that include transactions
to this account will appear as if they were posted to a subaccount called
“Other.”

Viewing Subaccounts

When you have subaccounts, the Chart Of Accounts window displays them indented
under their parent accounts, as seen next, when you’ve configured the window to
display accounts in Hierarchical view.

Chart of Accounts
MAME P g TYPE ! BALAMCE TOTAL | ATTACH
+ 50500 - Contracted Sernvices Cost of Goods Sold —
+ 60000 - Advertising and Promotion Expense
+ 60200 - Automobile Expense Expense
+B0210 - Fuel Expense ll
+B0230 - License/Reqgistration Expense
+B0250 - Repairs & Mice Expense
+ 60400 - Bank Senvice Charges Expense
+ 61000 - Business Licenses and Permits Expense
+ 61700 - Computer and Internet Expenses Expense o
Account - || Activities | ¥ | Reports v || Attach Include inactive

If you know you created subaccounts but you don’t see any indented listings, your
Chart Of Accounts window has been configured to display accounts in Flat view, which
is a simple listing of accounts. To remedy this, click the Account button at the bottom of
the window and select Hierarchical View.
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Showing Lowest Subaccounts Only

When you view accounts in the Chart Of Accounts window, subaccounts appear under their
parent accounts, and they’re indented. However, when you view a subaccount in the drop-
down list of a transaction window, it appears in this format: ParentAccount:Subaccount. (If
you're using three levels, the list appears as ParentAccount:Subaccount:Sub-subaccount.)

For example, if you create a parent account named Income with a subaccount
Consulting, the Account field drop-down list in transaction windows shows
Income:Consulting. If you've used numbers, remember that the number is part
of the account name, so the Account field shows something like the following:
40000-Income:40010-Consulting.

Because many of the fields or columns in transaction windows are narrow, you may
not be able to see the subaccount names without scrolling through each account. This
can be annoying, and it's much easier to work if only the subaccount name is displayed.
That's the point of enabling the preference Show Lowest Subaccount Only, discussed
earlier in this chapter. When you enable that option, you see only the subaccounts in
the drop-down list when you’re working in a transaction window, which makes it much
easier to select the account you need.

Edit and Delete Accounts

If you need to make changes to any account information (including adding a number
after you enable numbered accounts), select the account’s listing in the Chart Of
Accounts window and press cTRL-E. (You can also right-click on the name of the
account and choose Edit Account from the resulting context menu.) In either case, the
Edit Account dialog appears, which looks like the account card you just filled out. Make
your changes and click Save & Close to save them.

To delete an account, right-click its listing in the Chart Of Accounts window, and
choose Delete Account or press CTRL-D. QuickBooks asks you to confirm the fact that
you want to delete the account. Click OK to remove it.

You can delete any account that is not in use, which means the account has never
been used in a transaction or linked to a sales or payroll item. You don’t have to search
all your transactions to find out whether an account has been used in your system; you
can just try to delete it, and if it’s been assigned to a transaction or item, QuickBooks
issues an error message explaining why you can't delete it.

Also, you cannot delete an account that has subaccounts unless you first delete the
subaccounts, which can be accomplished only if the subaccounts have never been used in
a transaction. However, a workaround for saving the subaccounts and getting rid of the
parent account is first to turn the subaccounts into parent accounts. To accomplish this,
either drag the subaccount listing to the left in the Chart Of Accounts window (be sure
the window is displaying accounts in Hierarchical view and the list is in its original sort
order), or edit the subaccount to remove the check mark in the Subaccount Of check box.

If you can’t delete an account but you don’t want anyone to use it, you can hide it—

QuickBooks calls this making it inactive. If you have a duplicate account, you can merge
it with the other account. Those topics are covered next.
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Make Accounts Inactive (Hiding Accounts)

When you make an account inactive, you're hiding it from users. When an account

is inactive, it doesn’'t appear in drop-down lists in transaction windows, so it can’t be
selected. The account continues to exist “behind the scenes” and its history remains in
the system; it just doesn’t appear in drop-down lists during transaction entry.

To make an account inactive, right-click its listing in the Chart Of Accounts window
and select Make Account Inactive. QuickBooks doesn't ask you to confirm your action.
You can also make an account inactive by selecting it and pressing CTRL-E to open the
account record in Edit mode; then select the check box labeled Account Is Inactive to
enter a check mark.

By default, inactive accounts aren’t displayed in the Chart Of Accounts window, but
if you've made any accounts inactive, the Include Inactive check box at the bottom of
the window becomes accessible (if it's grayed out that means no inactive accounts exist).
Select the check box to insert a check mark, and you can see your inactive accounts,
which are displayed with an “X” to the left of the listing.

To return an inactive account to active status, be sure that the Chart Of Accounts
window is displaying inactive accounts, and then click the “X” to toggle the account’s
status to Active.

Merge Accounts

Sometimes you see two accounts that should be one. For instance, you may have
accidentally created two accounts for the same purpose, such as Telephone and Tele,
with transactions posted to both accounts. Those accounts are definitely candidates
for merging. You can merge accounts only when the following conditions exist:

o Both accounts are of the same account type (for example, you cannot merge an
Expense account with an Other Expense account).

» Both accounts are at the same level (you cannot merge a subaccount with a parent
account).

Take the following steps to merge two accounts:

1. Open the Chart Of Accounts window and select the account that has the name you
do not want to use.

Press CTRL-E to open the Edit Account dialog.
Change the account name to match the account you want to keep.
Click Save & Close.

QuickBooks displays a dialog telling you that the account number or name you've
entered already exists for another account and asks if you want to merge the accounts.
Click Yes to confirm that you want to merge the two accounts.

AN

Remember, the way to do this is to start with the “bad” account and rename it to match
the “good” account—the one you want to keep.
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Two groups help your company succeed: your customers who provide the income, and
vendors, those from whom you purchase goods and services. With QuickBooks, it is
easiest to enter the names of both groups before you start entering transactions. For
both, you can store basic information such as addresses, phone numbers, and e-mail
addresses, but you can also track and manage nearly everything and anything you need
to know about your customers and your vendors in their respective centers. Let’s start
with your customers. Note the small icons at the right of each customer and vendor
data window. The small paper clip is used to attach information, the small pencil to edit
information, and the pushpin shows notes pertaining to that customer or vendor, as
seen here.

# NOTE

l Build Your Customer List

You can add your customers to QuickBooks in several ways. You can add them one by
one, you can use the Add/Edit Multiple List Entries window; or, if you've stored this
information in an Excel sheet or a comma-separated values (.csv) file, consider using

a special QuickBooks utility designed to import this information. This import utility
offers a step-by-step wizard you access by choosing File | Utilities | Import | Excel Files.
Use the utility to import your vendors, inventory items, and your chart of accounts.

To create a new customer manually, click the Customers button on either the Icon
Bar or the Home page to open the Customer Center. Next, click the New Customer &
Job drop-down arrow at the top of the Customer Center window and select New
Customer from the submenu. This action opens the New Customer window with
the Address Info tab in the foreground, as shown in Figure 2-1. Fill in the appropriate
information.

Customer Information

Start with the Customer Name field at the top. The text you enter here doesnt appear
on printed transactions. You could consider this as an internal code, because what you
enter in the Company Name/Full Name fields appears as the customer name in printed
sales transactions.

Create a customer name system so that you’ll enter every customer in the same way
and avoid the risk of entering the same customer multiple times. For example, if your
customer is a business, you can simply enter the name of the business; if your customer
is an individual, it's good practice to enter the last name first in the Customer Name
field for sorting purposes. Use the name by which you and your employees refer to the
customer.
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cUSTOMER MauvE | Samuels, Royce

OPENING BALANCE

Address Info

ENTERING CUSTOMERS AND VENDORS

asofF 07/31/2015 B How do | determine the opening balance?

ADDRESS DETAILS

comrPany MamE | Auto Design and More
Bayment Settings FULL NaME  |Mr/Ms /.| | Royce M1 Samuels
7 JOBTITLE | Owner

Sales Tax Settings

Main Phone = | 206-444-1212 Main Email ~ | autosnmore@moreautodesign.net
Additional Info =

Work Phone - | | 206-555-1212 CC Email b
Job Info Mobile - Website -

Fax i Other 1 -

INVOICE/BILL TO sHIF To | Ship To 1
Auto Design and More & Auto Design and More +
Royce Samuels Royce Samuels
PO Box 123457 Copy => 887 Main Street &
Langbank WA 98222 Langbank, WA 98222
il
[ Default shipping address
(7] Customer is inactive “ Cancel Help

FIGURE 2-1 Use the New Customer window to enter basic customer information.

Small Business Tip Eachentryin the Customer Name field must be
unique. For example, if you have several customers named Johnson, be sure
to enter them so it is easy to determine which Johnson each listing represents. Since
this field can contain up to 41 characters, you should be able to create a workable
naming scheme.

» Small Business Recommendation

Although QuickBooks makes an Opening Balance field available in the New Customer setup using
today’s date, it's best not to use the Opening Balance field. When you enter an amount here, it
may include the balance from more than one outstanding invoice, and you'll have no detailed
records for what makes up that balance. This makes it difficult to match payments against specific
invoices. Since QuickBooks posts the amount you enter in this field to Accounts Receivable and
makes an offsetting entry into an account named Opening Balance Equity, at some point you will
need to zero-out the balance in Opening Balance Equity. Entering individual transactions that total
the beginning balance is far more accurate than entering a total using the Opening Balance field.
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In the Company Name, Full Name, and Address Details fields, enter the company
name, a contact name if you choose, and the billing address. Add any other contact
information you want to track. If you plan to e-mail statements or invoices to this
customer, be sure to enter the e-mail address.

If your customer has multiple shipping addresses, choose a name for each Ship
To address that you’ll later choose from a drop-down list when you're entering sales
transactions. If the shipping address isn’t different from the billing address (or if you
never ship products), you can ignore the Ship To field or click the Copy button to copy
the data from the Bill To field.

To create a shipping address, click the plus sign button next to the Ship To address
area to open the Add Shipping Address Information dialog. QuickBooks automatically
enters the address name “Ship To 1. Enter the address information and specify whether
this address should be the default Ship To address, and then click OK. If needed, enter
another Ship To address for this customer; it will have a default name of “Ship To 2”

Payment Settings

The Payment Settings tab puts all the important information about customer finances in
one place, as shown in Table 2-1.

Enable Online Payment

You need to enable online payment to use this feature.
Would you like to continue?

Yes No

ONLINE PAYMENTS

Let this customer pay you by:
[ creditcard |visal B0 [ ==

[7) Bank Transfer (ACH) [Ban]

Sales Tax Settings

If you collect sales tax, complete the fields on this tab. Select the appropriate sales tax
code and item for this customer, or create a new sales tax item or code here if needed.
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Payment

Setting Field What to Enter

Account No. Use this field if you assign account numbers to your customers.

Credit Limit Set a“credit limit”to establish the total amount a customer can owe you for purchases. When a
new order, combined with any unpaid invoices, exceeds the limit, QuickBooks displays a warning.
Although the warning doesn't prevent you from selling to the customer, consider shipping the order
COD (cash on delivery). Also, leaving the Credit Limit field blank is not the same as entering a zero.
Zero indicates you do not want to sell to this customer on credit.

Payment Terms Click the arrow to the right of the Payment Terms field to see the list of predefined QuickBooks
terms, or choose <Add New> to define a new one. The terms in the Payment Terms List are
for both customers and vendors, and you may need additional terms to meet your needs. See
Chapter 3 to learn how to create different types of terms.

Price Level Use Price Levels to customize your prices on a customer level. Select an existing price level, or

Ccreate a new one.

Preferred Delivery This field stores the default value for the way you want to send sales transaction information to this

Method customer, not how you send products. Choose None for no special method, E-Mail, or Mail.
Preferred Choose from the drop-down list to indicate how this customer prefers to pay, or add a new
Payment Method method.

Credit Card Record this customer’s credit card information in these fields. If you opt to store this information,
Information be sure to enable QuickBooks Customer Credit Card Protection as discussed in the section “Secure

Customer Credit Card Information” later in this chapter.

Online Payments In the Online Payments option shown at the right side of the Payment Settings window, click
either Credit Card or Bank Transfer to see the Enable Online Payment dialog, shown in the
illustration. Click Yes to subscribe to this for-fee service, as seen in Figure 2-2.

TABLE 2-1 Customer Payment Settings Options

If the customer does not pay sales tax, select Non from the Tax Code drop-down list,
and enter the customer’s resale certificate number in the Resale No. field. See Chapter 3
to learn about setting up sales tax codes.

Additional Info

Use the Additional Info tab to enter more information about your customers, as shown
in the following list. Here, you can use the available fields or create custom fields of your
own to design reports based on the data captured in these fields.

o Customer Type Use this field to sort your customers by a type you choose, such
as wholesale and retail customers. Click the arrow to select a type from the list, or
create a new type.

o Rep This field is the place to track a sales representative. Sales reps can be employees,
vendors, or “other names” as entered in the Other Names list. Select a rep from the list
of reps, or add a new rep by choosing <Add New> from the drop-down list.
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Get paid more ways, fast Step 10f 3
= Emall involces for faster payment O Low monthly rates $19 D5mantn
S x E.)ET ln\ro_lc?s wrlhl a ul-"ay MNow” but;on S0 Bank arseACH 504

cuslomers can instantly pay you online ek Tl s0¢
Card - Swiped 1.75% + 25¢
Accept payments on the go card  Keyed 3.15% + 25¢

K Accept credit card payments and bank transfers =
through QuickBooks and your mobile devices ® Pay as you go $0imontn
Bank bansfki/ACH 50¢
ﬁ Enjoy automatic updates Check lansaclions S04
‘t QuickBooks updates your books when Al S oviped R
Cand - Keyed 3.4% + 25¢

the money's deposited in your bank
MNn contract - No termination fres

Imponant discloeures Questions? Call 800 601-3707

FIGURE 2-2 QuickBooks offers several methods by which you can accept online payments from your
customers.

o Custom Fields Custom fields enable you to create fields for tracking special
information about your customers (such as contract renewal date, for example). See
how to use these fields in “Use Custom Fields” later in this chapter.

Job Info Tab

You can enter jobs for this customer by selecting the Job Info tab at the left of the New
Customer information window. Use the fields on this tab to help you keep track of the
status of your work with this customer. See the “Use Jobs” section later in this chapter.
When you have finished filling out the fields, click OK.

Adding Multiple Customer Records

Use the Add/Edit Multiple List Entries window to add multiple customers at once (or
to make changes to the information for existing customer records). From the Customer
Center, from the New Customer & Job drop-down menu, choose Add Multiple
Customer:Jobs.
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The Add/Edit Multiple List Entries window opens with the Customers list already
selected. As shown in Figure 2-3, you can add new customers and jobs, change customer
information, or fill in additional data. You can even copy and paste customers from an
Excel sheet into the Add/Edit Multiple List Entries window.

To get the most benefit from using the Add/Edit Multiple List Entries window, notice
the following important features and functions:

o Listand View filters Select the List or View drop-down arrow to display only
those records with which you want to work.

» Find field Use this field to quickly locate and work with a specific customer record.

o Customize Columns button Click to open the Customize Columns window,
where you can add columns for the fields within the customer record that you want
to modify.

o CopyDown Right-click within any field, except the Name field, and select Copy
Down to copy the contents of a selected field to all the remaining records in the list.

o Duplicate Row Place your cursor on any row in the table, right-click, and from
the resulting menu, select Duplicate Row to duplicate the selected record in the row
below. The new duplicate record name will start with “DUP”

Add/Edil Multiple Lrst Entrivs

@ seledalist @  Customize columns to display. ©  Paste from Fxcel or type to add to or modify your list Customize Columns
Ligt View Hina
Customers + | Acive Customers - n 3 | [ search within results
Currently Cditing: | I
AN ! oomeany Hame s HIHST MAME LT ELast manme f
Dunning's Pool Dapat, ... Cunning's Pool Depot, Inc. A
Big Cily Slore #002 '

Littleton Store #445

Las Wages Store #554 |

Angel City Store #147

Midaleton Store 954

Kem Slore #208 .Fuul Depol, Inc.
Miaaville Store #1041 Paal Depat, Ine
Cattieton Store 1608 Pool Uepot, Inc.
Peacock Home Builders .Pl.-auu:x Home Builders.

Daster Street Peacock Home Duilder Dave Permy
EIm Wood Drive [ LJulle [ INorton
Arroyn Road .F'ear.m'k Home Ruilders | | |
Pete Harbin Contractor  Pete Haroin W [Glenn [ Low
| | ﬁ ﬁ ﬁ v
« >

FIGURE 2-3 The Add/Edit Multiple List Entries window can save you time when entering more than one
item.
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l The Customer Center

QuickBooks stores all of your customer detail information in the QuickBooks Customer
Center. From here, you can create, edit, and get reports about customers and jobs. Click
the Customers button on either the Icon Bar or the Home page to open the Customer
Center.

Shown in Figure 2-4, the left pane of the Customer Center has two tabs: Customers &
Jobs and Transactions. The list opens to a customer in the Customers & Jobs List,
and the right pane of the Customer Center displays information about that selected
customer or job.

All of your customer transactions are shown by transaction type in the Transactions
tab. Selecting a transaction type displays the current transactions of that type in the
right pane. You can manipulate and filter the display by choosing categories and sorting
by column.

o ante -0Ox
&y Hew Customer&dob *  [5| Wew Transactions ¥ & Print v [ Exeol v [
. A
Dl € S04 Customer Information ¢ ¢ _
ALt Castomers b Company Hame  Dunming's Pool Dep_. Mo nole available
2 ENen REPORTS FOR THIS CUSTOMEF
Customer Type  Retall
_"'"'E £EELAGE Tiat jerms Met20 QuickReport
s D::,:lfﬂ:. :::“ — T:;::: - Price Level Wholesale - 25% Di.. ::“" Balance
0iTa Nunning's Paol Depol oW Estimates
Ll LT 200 1111 Blasl Avenug Customer Snapshot
+Las Wages L. 34.500.00) Unptawn, Ml 55562
+Angel Gy sto.. o0 v
+Middieton Stor.. 0.00 - — — —
+Kem Store #7 29 625 00| Transactions Jupse ks Sho ksl
+Rlissville Ror T 0 nn' sHow Al Trans.. » riER ey Al - vaie  This Fisc. = 04042020 - 12042000
= Caltfeton Stor. | D_un' TYPC & HUM ! DATE = t ACCOUNT + AMOUNT
ls Peacock Home ., | 0_00. Invoice 1103 121152020 Accounts [Hecewable 34.500.00 X
oBarler Stoal | 0.00 Invoice 71087 121002020 Areounts Recaivale 2962500
SEIm Wood Dl 0.00 Zales Order |a790 120302020 Sales Drders 30,000 00
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FIGURE 2-4 Use the Customer Center to perform many tasks.
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Customizing the Customers & Jobs List

You can customize the information shown in the Customers & Jobs List. By default,
the list has three columns: Name, Balance Total, and Attach. (Learn about attaching
documents in Chapter 14). Customer balances display next to their names. If you have
enabled the multiple currencies feature, the Currency column will also be visible.

To add more columns to the Customers & Jobs List, right-click anywhere in the list
and choose Customize Columns to open the Customize Columns dialog, seen next.
To add a column, select its label in the left pane and click Add. Alternatively, if you
want to eliminate a column from your list, highlight its label in the right pane and click
Remove.

Customize Columns

Ayailable Columns Chosen Columns
MNotes = Active Status
Other 1 Add > |Name

Other 2 Balance Total

< Remove

Projected End l Move Up

R
bt Move Down

Resale Mum

Sales Tax Code
Default
Secondary Contact

i |
ECEE -

Some users add an Overdue column so they know which customers have an overdue
or almost due invoice. Learn more about this feature and the Collections Center in
Chapter 5.

To rearrange the left-to-right order of the columns, select a column you want to move,
and then choose Move Up to move a column to the left or Move Down to move it to
the right. The order of columns displayed in the Chosen Columns pane of the dialog
translates as top to bottom = left to right.

If you add columns to the Customers & Jobs List, you won't be able to see all the
information unless you widen the lists pane and widen each column. To maximize this
pane, click the Show Full List Only button, the right-pointing arrow located on the
top-right corner of the Customers & Jobs List.
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Small Business Tip Usethe Manage Notes to add a note about
a customer or job. You can pin any note to your customer record, and that
pinned note becomes the default note on any report about that customer
and will appear in the Customer Information pane in the Customers list.

Working in the Customer Information Pane

The Customer Information pane is where QuickBooks keeps all of the customer
information you've entered, as well as each sales-related transaction. You can quickly
see the details behind a customer’s past due balance, add or update important notes or
To Do’s that relate to a specific job, and even run key customer reports.

You will see two tabs at the left of your screen in the Customer Center. One is the
Customers & Jobs List, and the second is the Transactions list. At the right of these two
tabs is the Customer Information pane. If you do not see this pane, the Customer list
may be expanded. In this case, click the left-pointing arrow at the far right of the list to
display the Customer Information pane.

The top half of the Customer Information pane displays basic contact information,
along with links to maps, directions, and key reports. The bottom half of the pane has
five tabs that contain transaction details, contact information, To Do’s, notes, and sent
e-mail information. When working in any of these tabs, click the Manage <tab name>
button at the bottom of the window to add, edit, or delete the information contained
therein.

o Transactions Use the Transactions tab to filter for information about a particular
customer. Choose from several categories in the Show field drop-down lists. You
can add and remove columns of information by right-clicking anywhere on or
below the column headings and choosing Customize Columns.

o Contacts Use the Contacts tab to store all the ways that you can keep in touch
with your customers. Click the drop-down arrows in the available fields, and you'll
see that there’s a place for several types of phone and e-mail information and even
for social media sites.

o ToDos From the To Do’ tab, click the Manage To Do’s button and select Create
New to compose a specific reminder for this customer. This can be very useful,
because you get to specify the date on which you want to be reminded (the Due
field) and categorize your new To Do as a call or meeting in the Type field, for
example. You can then view your To Do note in the calendar or directly in the
Customer Center. When the task is complete, open the reminder and change its
status to Done. Click the Run Reports button on the To Do’s tab to see a detailed
listing of all your To Do, including those for vendors and employees.

o Notes From the Notes tab, click the Manage Notes button to add, edit, or delete a
note. The Date/Time Stamp button inserts the current date and time automatically
when you add text to the notepad.
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o Sent Email This is the best way to keep track of all the sales transactions you've
e-mailed to a customer. In a single list, you can see the e-mail addressee, the date it
was sent, and the form that was sent, including the reference number and amount.

» Small Business Recommendation

If you want to edit a customer record individually, use the Customer Center. Locate and double-
click the customer’s listing in the Customers & Jobs List to open the customer record in Edit mode
to change or add any information.

Take care when making changes to the Customer Name field, as it may result in some
unintended consequences, such as changing the order in which that name appears in the
Customers list and customer reports and causing a refroactive change to the customer’s name on
all past transactions. Also, changes in the Customer Name field do not automatically change the
name as it appears in the Bill To or Ship To address field—you need to update that manually.

Small Business Tip Youcan add a purchase order number column
(or several other columns) to the options in the Transactions tab. Right-

click anywhere in the Transactions list (at the right side of the Customers

& Jobs tab), choose Customize Columns, and select P.O. Number. You can

add additional columns in both the Transactions list and in the Transactions
section of either the Job Information or Customer Information sections.

Use Jobs

QuickBooks handles customers and jobs together so you have the option of creating a
single customer and posting all the invoices to that customer, or creating multiple jobs
for that customer and job-level invoices. Some businesses track only the customer, but if
youre a building contractor or subcontractor, or a service provider who sends invoices
based on a project, you should track jobs. Jobs dont stand alone; they are always attached
to customers, and you can attach as many jobs to a single customer as you need.

When you track jobs, you can enter any current jobs during your QuickBooks setup
phase or as you start them. Because jobs are attached to the customer, the customer has
to exist in your QuickBooks Customers & Jobs List before you can create a job. Once
the job is created, you can track its progress and keep an eye on the promised end date.
If you think this will be the only job you perform for this customer, you can do the
same thing for a customer without creating a job, because the customer record also has
a Job Info tab. When you get another project from the customer, you can always add
that new job.
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Creating Jobs

To create a job, open the Customer Center and right-click the listing of the customer
for whom you’re creating a job. Choose Add Job to open the New Job window. Create

a name for the job (you can use up to 41 characters) and make it descriptive enough

for both you and your customer to understand. Make any appropriate changes in the
jobs Address Info tab. QuickBooks maintains this information only for this job and
won't change the original shipping address in the customer record. Update the Payment
Settings and Additional Info tabs as required. The sales tax settings relate to the customer
rather than the job, so you won't see the Sales Tax Setting tab.

Fill in the details of this job in the Job Info tab. All of the information on the Job Info
tab is optional. The Job Status drop-down list offers choices that you can change as the
progress of the job moves along. You can change the default text to reflect the way you
refer to each progress level, but the changes you make for the text are system-wide and
affect every job. To change the text you use to track job status, follow these steps:

1. Choose Edit | Preferences to open the Preferences dialog.

2. Click the Jobs & Estimates icon in the left pane, and then open the Company
Preferences tab in the right pane to see the current descriptive text for each status
level.

3. Change the text of any status levels if you have a descriptive phrase you like better,
such as “Working” instead of “In Progress.”

4. Click OK to save your changes, and this new text is used on every existing and new
job in your system.

5. When you finish entering all the data about this job, click OK to close the New
Job window and return to the Customers & Jobs List. The jobs you create for a
customer become part of the customer listing.

Deleting and Hiding Customers and Jobs

From time to time, you may need to delete a customer or a job that you've created.
Deleting a job is a bit more common than deleting customers, because sometimes
QuickBooks users add a job when they prepare an estimate for a client for a new project
and then delete the job if the project doesn’t materialize.

You can delete a customer (or a job) only if it has never been used in a transaction.
Although many users complain that they can’t remove a customer that is essentially
“dead wood” on their Customers & Jobs List, unfortunately, a zero balance doesn’t matter;
the rule in QuickBooks is that you can delete a customer or a job only if it has never
been used in a transaction. Moreover, you cannot delete a customer that has at least
one job attached to it. Instead, you must first delete the jobs (if they can be deleted) and
then delete the customer.

To delete a customer or job, select it on the Customers & Jobs List and press CTRL-D.
QuickBooks asks you to confirm that you want to delete this customer or job. Click OK
to remove the customer or job.
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If you have a customer that can’t be deleted but is no longer active, you can prevent
users from selecting it in transaction windows by making the customer inactive (hiding
the customer so it doesn't appear in drop-down lists). To make a customer or job inactive,
right-click its listing in the Customers & Jobs List and choose Make Customer: Job
Inactive. If you make a customer inactive, all of the jobs associated with that customer
are automatically made inactive. You cannot hide a customer without hiding all the jobs
associated with it.

Active and Inactive Customers and Jobs

Your Customers & Jobs List is configured to show Active Customers (the default view),
so inactive customers and jobs don’t appear on the list. To see which customers and jobs
are inactive, select All Customers from the drop-down list at the top of the Customers &
Jobs List, shown next. Inactive customers and jobs will appear with an “X” to the left of
their name in the listing of All Customers.

Customers & Jobs
All Customers ot >

All Customers

Active Customers

_ Customers with Open Balances
Customers with Overdue Invoices
Customers with Almost Due Invoices

Custom Filter...

To make a customer or job active again, select All Customers as the view, and click
the “X” next to the hidden customer or job to toggle the setting back to active. If you're
reactivating a customer with jobs, QuickBooks asks if you also want to make all the
jobs active. If you click Yes, the customer and all jobs are activated. If you click No, the
customer is activated and all the jobs remain inactive; you can activate any of the jobs
individually.

Merging Customers or Jobs

Suppose you create a customer or job and enter at least one transaction before you realize
its a duplicate of an existing customer or an existing job for the same customer. The best
thing to do in this case is to merge the two customer entries or two job entries and move
all the transaction history into one customer record. Follow these steps to do this:

1. Double-click thelisting of the customer or job you do not want to keep to put it in
Edit mode.

2. Change the customer or job name to match the name of the customer or job you
want to keep.

3. Click OK. QuickBooks displays a message telling you that the name is in use and
asks if you want to merge the names. Click Yes to complete the merge.
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Merging customers works only when neither customer entry has any jobs associated
with it or when the customer name you want to delete has no jobs attached (it's OK if
the customer name you want to keep has jobs). Merging jobs works only when both
jobs are linked to the same customer.

l Use Custom Fields

You can add your own fields to the Customer, Vendor, Employee, and Item records.
Custom fields are useful if you want to track particular information but QuickBooks
doesn’t provide a field for it. For example, if you want to track customer birthdays or
annual renewals for a contract, you can add fields to track that information. Custom
fields for names are added to all Names lists, but you can configure each field you create
to limit its appearance to specific lists. For example, you might create a custom field that
you want to use in only the Customers & Jobs List or in both the Customers & Jobs and
Vendors lists.

Adding a Custom Field

Do the following to add one or more custom fields to names:

1. Open a center (Customers & Jobs, Vendors, or Employees) and double-click any
name on the list to put the record in Edit mode.

2. Move to the Additional Info tab.

3. Click the Define Fields button to open the Set Up Custom Fields For Names dialog,
where you can name the field and indicate the list(s) in which you want to use the
new field.

4. Click OK to save the information. QuickBooks displays a message indicating that
you can add these fields to any customized templates. (See Chapter 16 for more
information about templates.)

As with other fields, be sure you enter data in a consistent manner, or the information
you retrieve might not be useful to you when you customize a report to include this
information.

l Secure Customer Credit Card Information

If you store customer credit card data, QuickBooks provides security features. These
features are designed to help you meet the requirements set by the payment card
industry that are known as the Payment Card Industry Data Security Standard (PCI
DSS). When you log in to your company file as Admin, you may see a reminder about
enabling credit card protection when you open the file. The first chore you face is
changing your own Admin password so it matches the standards for complex passwords
required by the credit card protection feature.
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If you store customer credit card data, enable the credit card protection feature as
soon as possible. You can perform the task by choosing Company | Customer Credit
Card Protection and selecting Enable Protection as long as you are logged in as the user
named Admin.

The Challenge Question section is mandatory. If you forget your password, you can
click the Reset Password button on the Login dialog. When you answer the challenge
question correctly, QuickBooks lets you change your password to a new complex
password. When you complete the dialog and click OK, QuickBooks confirms the fact
that you've changed your password and informs you that you’ll have to repeat this task
every 90 days.

Although you can disable the customer credit card protection feature, it is not
recommended that you do so if you store any customer credit card information. To
disable this feature, reopen the Customer Credit Card Protection window, select
Disable Protection, and answer Yes to the dialog asking if you want to disable it.

QuickBooks Customer Credit Card Protection

Here are some important points to keep in mind when you enable Credit Card Protection:

o All users who have permission to view full credit card detail in the customer record
must set up a complex password.

o The password must be changed every 90 days. Users who don’t change their passwords
cannot open the file. If, as the Admin user, you fail to change your password, the credit
card protection feature is disabled and you see messages about your failure to comply
with the rules set for businesses that accept credit cards.

 You cannot reuse any of your last four passwords.

o Ifa user enters an incorrect password three times (users sometimes guess different
passwords when they can’t remember their passwords), the company file closes for
that user.

 Only the Admin user can configure the functions in this feature.

o The QuickBooks credit card security audit log tracks all actions that involve credit
cards (including viewing customer credit card information).

» Small Business Recommendation

Complex passwords (sometimes called strong passwords) are passwords not easily discovered

by hacker software that uses permutations and combinations of lefters and numbers to break

into password-protected files. The more complex a password is, the higher the odds are against
breaking it. For example, a password that contains eight characters and includes one uppercase
letter and several lowercase letters, symbols, and numbers is harder to break than a password that
is entirely uppercase or lowercase (the odds are somewhere in the range of one in many millions).
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User Permissions for Viewing Credit Card Information

With credit card protection enabled, when you set up users and give them full access

to the Sales and Accounts Receivable area, those users are not given permission to view
customer credit card information unless you specifically select that option. Users who
do not have permission to view credit card information see only the last four numbers
of the customer’s credit card when they open the Payment Info tab of a customer’s
record. Users who have permission to view customer information are also forced to
create a complex password during their next login.

When you set up new users and give them permission to access customer information,
it’s not necessary to set up a complex password for them. Provide an easy- to-enter
password, and QuickBooks will force a password change when they first log in.

Viewing the Security Log

When credit card protection is enabled, QuickBooks maintains a security log called

the Customer Credit Card Audit Trail. This is a special report that can be viewed only
by the QuickBooks Admin user. To open the report, choose Reports | Accountant &
Taxes | Customer Credit Card Audit Trail. This report is updated each time a customer’s
credit card information is entered, displayed, edited, or deleted. The most recent activity
always shows at the top of the report.

J' Create Your Vendors List

You have the same options when building your list of vendors in QuickBooks that you
have when creating your Customers list. To create a vendor, open the Vendor Center
from the Vendors menu or the Home page. Click the New Vendor icon above the
Vendors list and select New Vendor. As you saw when entering your customers, the
New Vendor dialog opens to the Address Info tab.

Vendor Information

Start by filling in the Vendor Name field at the top of the window; and fill in as much
information as you think you'll need, including contacts, telephone numbers, and so
on. The Billed From address block is important if you plan to print and mail checks,

as this is the mailing address. If you use window envelopes, when you insert the check
in the envelope, the vendor name and address block is located to show through the
window. Use the Shipped From address if your vendor ships from a place different from
their billing location.

As with the Customer Center, don't enter anything in the Opening Balance field.

Instead, separately enter the existing open vendor bills that represent the current open
(unpaid) balances. See Chapter 6 to learn how to enter vendor history.
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Payment Settings

Use the Payment Settings tab to store useful information:

o Account No. If you have an account number with this vendor, enter it here. The
number appears in the memo field of printed checks.

o Payment Terms The terms you enter here apply to all bills entered for this vendor.

o Credit Limit QuickBooks warns you if you enter a bill that, when added to your
existing balance, exceeds your credit limit with this vendor.

o Billing Rate Level (Available only in the Premier and Enterprise versions.) If
you plan on billing your customers for the work performed by this vendor, you can
enter either a standard hourly or custom rate here. Each time you create an invoice
with billable time, QuickBooks fills in the correct rate for each service item based
on the vendor that did the work.

o Print Name On Check As Fill in this field if the Payee name is different from the
Vendor name you entered. For example, the Vendor name for Greater State Electric
may be “GSE”

Small Business Tip If youreimburse employees for expenses
they incuronyourbehalf, create a Vendor Name for those employees to use
reimbursements. Since QuickBooks does not allow duplicate names, you'll
have to change the name you use in the Employee list slightly to create the
Vendor Name listing (for instance, you might add a “-V"to the end of their
names). Even though QuickBooks allows it, reimbursing employee expenses
through payroll is not a good practice.

Tax Settings

If you send this vendor a Form 1099 at the end of the year, enter the tax ID number for
this vendor and select the Vendor Eligible For 1099 check box. You'll learn more about
the 1099 tracking feature later in this chapter and in Chapter 17.

Account Settings

When you select accounts in this window for this vendor, they’ll appear automatically
when you enter a bill or a check for the vendor. You can always change the pre-filled
account before saving the bill or check, if necessary. You can pre-fill up to three
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accounts for a vendor, as shown next. This feature can be very useful for making loan
payments, which require postings to principal and interest.

= Edit Vendor —

VENDOR Mame  Jeff's Janitorial

CURRENT BALANCE 0.00 How do | adjust the current balance?
Address Info
Tell us which expense accounts to prefill when you enter bills for this vendor.
Payment Settings Spending a little time here can save you time later on.
Accounts you select here show up automatically in the accounts field when you enter a bill for this vendor.
Tax Settings Example: Bills from the phone company would be igned to the p Utilities exp account.
6236 - Maintenance/Janitorial  ~
Account Settings - -
6300 - Repairs:6304 - Equip... -

Additional Info “

-

Clear All

How do Account Prefills work with Bank Feeds?

("] Vendor is inactive “ Cancel Help

Small Business Tip Ifavendorneedsonly one account but you
split the amount to assign parts of the bill to customers, enter the same
account in all three fields of the Account Settings tab. QuickBooks lists all
the accounts in the transaction window. For example, long-distance phone
charges may be charged to multiple clients as reimbursable expenses.

Additional Info

Use the Additional Info tab to record other details about your vendor for enhanced
tracking and reporting:

« Vendor Type Select a vendor type or create one. This field is handy if you want to
sort vendors by type, which makes reports more efficient.

o Custom Fields You can create custom fields for vendors just as you can for
customers.
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Adding and Editing Multiple Vendor Records

If you want to add information to many or all of your vendor records at once, or you
want to find an easy way to enter new vendors in a more streamlined way, use the
Add/Edit Multiple List Entries window.

From the Vendor Center, select New Vendor | Add Multiple Vendors. (You can also
access this window by selecting Lists | Add/Edit Multiple List Entries and selecting
Vendors as the list type.) The Add/Edit Multiple List Entries window opens, and you can
add new vendors, update key information, or fill in data you perhaps didnt have when
you first created the vendor. You can even copy and paste vendor information from an
Excel worksheet into the Add/Edit Multiple List Entries window to create a new vendor
record quickly:.

Here are some of the important features and functions in the Add/Edit Multiple List
Entries window:

o List and view filters Select the List or View drop-down arrow to display only
those records in your list with which you want to work.

o Customize Columns button Use this button to open the Customize Columns
window. Here, you can add the columns to the vendor record that you want to
modify or add columns to match those in a spreadsheet that you want to copy and
paste from into QuickBooks.

o CopyDown Right-click any field in the table, except the Name field, and select
the Copy Down command to copy the contents of the selected field to all the
remaining records in the list.

o Duplicate Row Right-click any row in the table and choose Duplicate Row from
the context menu that appears to duplicate the selected record in the row below.
The new duplicate record name will start with “DUP”

l The Vendor Center

Your list of vendors is stored in the Vendor Center, along with information about each
vendor’s transactions. To open the Vendor Center, choose Vendors | Vendor Center
from the menu bar or click the Vendors icon on the Icon Bar. The Vendor Center
displays your Vendors list, gives you quick access to key reports, and makes it easy to
enter vendor transactions.

As with the Customer Center, the left pane of the Vendor Center has two tabs:
Vendors (your Vendors list) and Transactions. A vendor is always selected in the list
(by default, the first vendor in the list when you first open the Vendor Center), and
the right pane of the Vendor Center displays both the details and transactions for the
selected vendor. See Figure 2-5 for an example of the Vendor Center with the Vendor
Information pane.
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FIGURE 2-5 Use the Vendor Center to see information about an individual vendor.

Customizing the Vendors List

You can customize the information displayed in the Vendors list (the left pane shown
in Figure 2-5) as well as the Vendor Information pane on the right side of the window.
By default, the Vendors list has three columns: Name, Balance Total, and Attach. The
Attach column displays a paper clip icon next to the vendor name if you've attached a
scanned or other document to that record using the Doc Center. Use the scroll bar to
find the vendor you want to see.

Small Business Tip Use your TWAIN-compliant scanner to add
documents to the Doc Center. Click the Docs icon on the Icon Bar and click
Scan. Follow the onscreen directions. See more about attaching documents
in Chapter 14. (TWAIN is the system used by your computer to communicate
with scanners and other digital devices.)
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Use the drop-down list at the top of the Vendors tab to display your vendors in any
of following ways:

o All Vendors

o Active Vendors

o Vendors With Open Balances
o Custom Filter

Use Custom Filter to display only vendors that match the criteria you set in the
Custom Filter dialog. The options in the dialog are easy to understand and use.

Add more columns to the list by right-clicking anywhere in the list and choosing
Customize Columns to open the Customize Columns dialog. To add a column, select
its label in the left pane and click Add. The information the column describes displays
for each vendor in the list. As long as the vendor you're interested in is displayed on the
portion of the list that’s visible, the information is available—you don’t have to select the
listing or open the record.

You can rearrange the left-to-right order of the columns by opening the Customize
Columns dialog and selecting a column you want to move. Choose Move Up to move a
column to the left or Move Down to move it to the right. The order of columns displayed
in the Chosen Columns pane of the dialog translates as top to bottom = left to right.

If you add columns to the Vendors list, you wont be able to see all the information
unless you widen the lists pane and adjust the width of each column. To maximize this
pane, click the Show Full List Only button as shown here

Hl New Vendor... ¥ New Transactions ¥ 3 Print v

Vendors

Active Vendors > F

Show full list only

Working in the Vendor Information Pane

You can view all the information you've entered for each vendor as well as every
purchasing-related transaction. Figure 2-5 shows five tabs in the middle of the Vendor
Information pane. Each of these tabs contains detailed information about this vendor.
Use the Manage <tab name> button at the bottom of the window to create a new entry,
edit, or delete the information on any tab. If you do not see the Vendor Information
Pane, click the Show List And Details arrow (the small right-pointing arrow) at the side
of the vendor pane as shown here:

i

Show list and details
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Using the Tabs and the Filters

Most of the five tabs have one or more filters by which you can view your data:

Transactions The Transactions tab lists all types of vendor transactions. There
are three filters by which you can organize the information. You can sort by any of
the five columns by clicking the small arrow to the right of the column heading. Add,
remove, or change columns by right-clicking anywhere on or below the column
headings and choosing Customize Columns.

o Use the Show filter to see All Transactions, Balance Details, and several other choices.

» Depending on your choice in the Show filter, you can use the Filter By option to
narrow down the results that are displayed. For example, in following illustration,
Bills was chosen in the Show Filter, and you can choose from All Bills, Open Bills,
or Overdue Bills.

Transactions Contacts To Do's Motes Sent Email
sHow  |Bills * | rFurerey (IR - oate Al
TYPE £ NUM H Al Bills AG

Bill L98526 Open Bills
Bill 9098 Overdue Bills

o The Date filter lets you choose the time period for the selected information,
Contacts  Use this tab to add more detail about who to contact. There are no
filters for this option.

ToDos Click the Manage To Do’s button and select Create New to compose a
reminder for a specific vendor in the Add To Do dialog. View your To Do note in
the calendar or directly in the Vendor Center, or click the Run Reports button to
see a detailed listing of all your To Do’s. There are three filters for this tab: Type,
Status, and Date.

Notes Click the Manage Notes button to add, edit, or delete a note in the Notepad
dialog. Click the Date/Time Stamp button to insert the current date automatically
when youre adding text to the notepad. The only available filter is Date.

Sent Email Use the Sent Email tab to view and keep track of the purchase orders
that you've e-mailed a vendor. As with the Notes option, the only available filter
is Date.

Edit Vendor Information

Edit a vendor’s information by double-clicking the vendor’s listing in the Vendors list
to open the vendor’s record in Edit mode or click the small pencil icon in the Vendor
Information pane. Fill in any additional data details you need. You can change any data
you've previously entered. Be careful about changes in the Vendor Name field, however,
since any changes will change the way the name appears in your Vendors list and
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vendor reports. Changing the Vendor Name field can also change the name associated
with past transactions that you have cleared in QuickBooks. For example, if your phone
company changes from AT&T to Verizon and you change the vendor name, all past
checks and bill payments written to AT&T will show as having been written to Verizon.

To open a menu of actions you can take in the Vendors list, right-click anywhere
within the list to open the menu shown here.

Find...
Use Citrl+U

Refresh

Edit Vendor

MNew Vendor

Delete Vendor

Add/Edit Multiple Suppliers

Make Vendor Inactive
Customize Columns...
Show Full Viendor List Only

Write Checks

Enter Bills

Pay Bills

Enter Credit Card Charges

Create Purchase Orders
Receive ltems & Enter Bill
Receive ltems

Enter Bill for Received ltems

QuickReport: Frans Fasteners
Open Balance: Fran's Fasteners
Attach

Delete or Inactivate a Vendor

You can remove a vendor from the list only if that vendor has never been involved in a
transaction. To delete a vendor, select its listing in the Vendors tab of the Vendor Center
and press CTRL-D, or right-click its listing to choose Delete Vendor from the context
menu. QuickBooks asks you to confirm that you want to delete the vendor; just click
OK to finish the task. If the vendor has ever been involved in a transaction, QuickBooks
issues an error message saying you can’t delete this vendor.

If you can’t delete a vendor but you don’t want this vendor used in transactions, you
can hide the vendor’s listing by making it inactive. To do this, right-click its listing in
the Vendors list and choose Make Vendor Inactive.

If your Vendors list is configured to show Active Vendors (the default view), inactive
vendors don’t appear on the list. To see which vendors are inactive, click the small down
arrow to the right of the View field at the top of the list and select All Vendors from the
drop-down list. Inactive vendors have an “X” to the left of their listings. To make a vendor
active again, select All Vendors as the view and click the “X” next to the hidden vendor
or job to toggle the setting back to active. Inactive vendors are included in reports, so you
can continue to get accurate reports on purchases and other vendor activity.
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Merge Vendors

If you have inadvertently created a duplicate vendor and entered a transaction, you can
merge the two vendors and move all the transaction history into one vendor record.
Follow these steps:

1. Double-click the listing of the vendor you do not want to keep, which opens its
record in Edit mode.

2. Change the data in the Vendor Name field to match exactly the name of the vendor
you want to keep.

3. Click OK. QuickBooks displays a message telling you that the name is in use and
asks if you want to merge the names. Click Yes.

Remember that the trick to merging is to start with the vendor name you don’t want
and merge into the vendor name you do want.

Use Custom Fields in Vendor Records

As with the Customers list, QuickBooks has the ability to create custom fields for only
the Vendors list. For example, you might create a custom field that you want to use in
only the Vendors list or in both the Customers & Jobs and Vendors lists.

Adding a Custom Field for Vendors

To add one or more custom fields to the Vendors list, follow these steps:

1. Open the Vendor Center, select any name on the Vendors list, and then press CTRL-E
to put the record in Edit mode.

2. Move to the Additional Info tab.

3. Click the Define Fields button to open the Set Up Custom Fields For Names dialog,
where you can create a field name and choose the list(s) that will use this new field.

4. Click OK to save the information. You’'ll see a message reminding you that you can
add this new field to any customized templates.

5. The Additional Info tab for every name in the list(s) you selected shows the field,
and you can add data to any name for which the field has relevance. Enter data in
a consistent manner so you get accurate information when you customize reports
that include this information.

J' Create 1099 Vendors

QuickBooks supports only the 1099-MISC form. If any vendors are eligible for 1099
reporting, enter that information when setting them up. See Chapter 17 for the process
of verifying and filing 1099 forms in QuickBooks.
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Ensure that your QuickBooks file is set up to track and process 1099 forms. Choose
Edit | Preferences, click the Tax: 1099 icon, and move to the Company Preferences tab to
see your settings. Click Yes next to the question Do You File 1099-MISC Forms? You are
required to issue Form 1099-MISC at the end of the calendar year for a vendor to whom
you've paid $600 or more for services and whose business operates as an individual or
partnership.

To issue Form 1099, you must have the vendor’s federal Tax Identification Number
(TIN), which can be a social security number or an employer identification number
(EIN). Open each appropriate vendor listing and open the Sales Tax Settings tab. Select
the option labeled Vendor Eligible For 1099, and fill in the Vendor Tax ID number.

Small Business Tip Because 1099 reporting rules are becoming
more complex each year, check in with your tax professional about the latest
IRS rules regarding 1099s.
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This chapter introduces you to additional lists and items you may use in your transactions.
QuickBooks uses itemns to list the things you sell in sales-related transactions. You can also
use items on a bill to tell QuickBooks about the things you buy from a vendor. An item
can be a product (that you may or may not be tracking as inventory), a service, or any
necessary entry on a sales or purchase transaction. You'll learn about many of the different
items you can use in QuickBooks, except for payroll items (covered in Chapter 9) and
inventory items (covered in Chapter 13).

In addition, in earlier chapters, you learned how to set up the chart of accounts and
the Customers and Vendors lists used in nearly every QuickBooks transaction. In this
chapter, you'll learn about additional lists that don't require extensive amounts of data
or time to set up, but that can help make your work in QuickBooks more efficient and
make it easier to generate more meaningful reports.

l Understand How Items Are Used

What other items do you use in a transaction besides products and services? Well, think
about all the different elements you see on an invoice. If you charge sales tax, that’s

an item. If you accept prepayments or give discounts, both are items. If you subtotal
sections of your invoices to apply discounts or taxes, that subtotal is also an item. If you
charge for shipping or restocking fees, these, too, are items.

QuickBooks uses items in sales-related transactions. Each line in an invoice, for
example, includes an item that represents a product or service that you sell. Every
item you create is linked to an income account in your chart of accounts. When
you're creating a transaction, you don’t have to worry about the account to which any
individual line item on an invoice or sales receipt is posted—your item takes care of all
that behind-the-scenes accounting for you.

Most items are linked to an income account because items are often things you’re
selling to the customer. You can link all of your items to one income account in your
chart of accounts (called “Income” or “Sales™), or you can track different types of items
by linking them to different income accounts. For example, you might want to link all
product sales to an income account named Product Sales and link the services you sell
to an income account named Service Sales. The advantage of linking certain types of
items to certain income accounts is that when you look at a standard Profit & Loss
report, you can tell at a glance what your sales totals are for each group of item types.
QuickBooks also offers several item reports that give you insight into details such as
your best sellers and your most profitable and least profitable items.

Some items are not linked to income accounts because they’re not considered income.
For example, sales tax isn't income to you; it's money you collect for a government agency,
and you have to turn that money over to them. Because these funds are someone else’s
money;, sales tax items link to a liability account.

Discounts you give your customers are also items, and you should link them to
accounts designed for that purpose to help you see in your reports the savings and
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incentives that you've passed on to your customers. Items are a bit more varied than
you may have thought, but creating and configuring them is not complicated when you
follow the steps outlined here.

Understand Item Types

QuickBooks needs to categorize the items that you add to your Item List, and it does
this by using item types. Because it sometimes may not be obvious which type you
should use, the following item examples may help you make the right choices:

Service You can charge service items by the job or by the hour for services
performed by either employees or outside contractors.

Inventory Part This item type is a product you buy to resell. Learn more
in Chapter 13.

Non-inventory Part This item type is a product you buy and sell but don’t track
as inventory, such as merchandise drop-shipped to a customer or products you buy.

Other Charge This is used for shipping charges or other line items that don’t fit
as a Service or Inventory item.

Subtotal This item type automatically adds up the line items that come
immediately before it on a sales transaction. It provides a subtotal before you add
other charges or subtract discounts.

Group Group items save time because you can enter a group of individual items
that you typically sell together. Each item that you want to make a Group item must
first exist separately in your Item List.

Discount Discount items apply either a percentage or dollar discount to the

item immediately preceding it. You can create more than one, such as a discount
percentage for wholesale customers and a discount amount for a volume purchase.
Payment This item type shows on an invoice when you receive either advance
payments or deposits.

Sales Tax Create one of these item types for each sales tax authority for which
you collect sales tax. This item type is available only if you have enabled sales tax in
Preferences.

Sales Tax Group This item enables you to create one sales tax rate out of several
sales tax items.

l Build Your Item List

The information that QuickBooks needs to create an item depends on the type of item
you create. Service items are relatively simple to create, but inventory items require a bit
more planning, which is why Chapter 14 goes into more detail.
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Create a Service Item

The process of building your item starts by choosing Lists | Item List from the menu bar
and selecting New (as shown next to the word “New;” the keyboard shortcut is CTRL-N)
to open the New Item window. The Type field at the top has a drop-down menu that

displays a list of available item types, as shown here. Select Service as the type.

e [P
- | Usefor senvices you charge for or purchase, like
specialized labor, consulting hours, or professional cancel
Inventory Part Hext
lE Mon-inventory Part subitem ol Notes
Other Charge =
Custom Fields
U Subtotal
Group - Edit... Spelling
Discount
& Payment amblies oris performed by a subcontractor or partner

Description Rate 75.00

Installation Services

Account | 4200 - Revenue.. - | - ltemis inactive

Insert a unique identifying code in the Item Name/Number field. This Item Name/
Number can simply be the service that’s being offered. When you fill out sales or
purchase transactions, you see this name or number in the drop-down list.

If you want to make your item a subitem of another item, check the Subitem Of check
box. Subitems enable you to track the sales and purchases of an item at either a summary
or detail level. Use subitems to organize a complex Item List and to create lists in a way
that makes sense to you and others in your company.

Small Business Tip Most QuickBooks Premier editions and all
QuickBooks Enterprise editions offer the option to define the unit of measure
for an item. This option is not available in QuickBooks Pro.

Next, you see the check box option to tell QuickBooks whether this service is used
in assemblies (only QuickBooks Premier and Enterprise Editions offer the assembly
feature) or is performed by a subcontractor or partner. When you check this box,
the item record expands (as shown next) to include fields that allow you to link both
the expense side of this item and the income side to different accounts in your chart
of accounts. If you use this feature, use the drop-down arrow next to the Expense
Account field to select an appropriate expense account from your chart of accounts.
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You can fill in the Cost field here or leave it at zero if you pay more than one rate for
that service to different subcontractors. Later, when you pay the vendor you've hired as
a subcontractor for this service, you'll select this item (using the Items tab in either the
Write Checks or Enter Bills window) and fill in a cost.

= “
Use for services you charge for or purchase, like

Service = st : p
specialized labor, consulting hours, or professional
fees.

Cancel

Notes
Itern Name/Mumber [ Subitem of

Installation Labor - Custom Fields

UNIT OF MEASURE =5
UiM Set | Hourhr > Edit...
¥ This service is used in assemblies oris performed by a subcontractor or partner
PURCHASE INFORMATION SALES INFORMATION
Description on Purchase Transactions Description on Sales Transactions [ ltem is inactive
Installation Laborl A Installation, Initial Labor
v
Cost 185.00 perhr Sales Price 400.00| perhr

Expense Account 5100 - Labor-Installati...

4

Preferred Vendor - Income Account | 4200 - Revenue - Insta...

In the Sales Price field, enter the amount or hourly rate you charge for this service.
You can leave this field at zero if you don’t have a standard rate for this service and
you want to fill in the price when you create a sales transaction. Be sure to use the Tax
Code drop-down arrow to indicate whether this service is taxable, and then choose
the income account to which it is linked. Click the Notes button to open a notepad to
record and store any special information that you want to keep track of about this item.
When you're done, click OK to return to the Item List or click Next to create another
new item.

Create Custom Fields for Items

Using custom fields, you can record unique information about the products and
services you sell, such as information about the size or color of an item you stock or
noting the location in your warehouse where a particular part is stored. You can create
up to five fields in Items:

1. Open the Item List, select an item, and choose Edit Item. (Alternatively, press CTRL-E
to edit the item.)

2. Click the Custom Fields button. (The first time you create a custom field, a message
appears telling you that there are no custom fields yet defined; click Define Fields
to create a new custom field.)
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3. Inthe Set Up Custom Fields For Items dialog, enter a name for each field you
want to add.

4. Place a check mark in the Use column to use the field, and click OK.

As you create your fields, keep in mind that all fields are shared among all the items
in your Item List (except for subtotals, sale tax items, and sales tax groups), including
inventory, non-inventory, or service items. There is a maximum of five fields available in
QuickBooks Premier and Pro. See Chapter 14 to learn how to add these fields to your
invoice and other forms. New in QuickBooks 2016, you can include these custom fields
when you filter for specific information.

Note Ifyouupgrade to QuickBooks Enterprise, you can create up to
30 custom fields.

Creating the Other Items in Your Item List

Although many of the fields in the New Item window are similar, regardless of the type
of item you're creating, some fields are particular to the type of item you're creating. The
following section covers these other item types while also pointing out any unique fields
you need to understand, as shown in the following list:

o Non-inventory items Make a Non-inventory item “two-sided” (that is, check the
This Item Is Used In Assemblies Or Is Purchased For A Specific Customer:Job box)
to designate both an income and expense account. If you purchase an item from a
vendor that references this non-inventory part using their own unique number, use
the unique number in the Manufacturer’s Part Number field so it is available when
you make purchases from that vendor.

o Other Charge items Use this item type for shipping or other charges that you
want to show on a sales transaction.

o+ Subtotal items This useful item type enables you to add and total groups of
items within the body of an invoice or sales receipt. Simply list the subtotal item
immediately after the list of items for which you want to show a subtotal.

o Discountitems A Discount item affects the line item immediately before it.
Indicate either a flat dollar rate or a percentage discount when you create this
item type.

o Paymentitems Use a Payment item to record the receipt of a partial payment.
When listed on an invoice, a Payment item reduces the balance due.
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Group Items

Use a Group item to list items that you typically sell together on an invoice or sales
receipt. Before you create a Group item, be sure you have entered each of the individual
items into your Item List. Then follow these steps:

1.

2.
3.

From the Item List, select New (or press CTRL-N) to open the New Item window,
and select Group from the Type drop-down list.

Create a name for the new group in the Group Name/Number field.

Enter a description if you choose. Note that whether or not you select the Print
Items In Group option (which ensures that individual items in the group will
appear in the transaction), your entry in the Description field appears on the
printed sales transaction unless you decide to change it.

Select each item that is to be part of this group and enter the quantity (if applicable)
for each item. Click OK when you are finished.

Changing Item Prices

If you want to create a price increase or decrease for one or more of the services or
products you sell, use the Change Item Prices window.

1.
2.

From the Customers menu, select Change Item Prices.

In the Change Item Prices window, use the Item Type filter to list only those items
of a particular type (Service, Inventory Part, Inventory Assembly, Non-inventory
Part, or Other Charge).

Place a check mark next to the items subject to a price change, and tell QuickBooks
if the price change should be calculated as an amount or as a percentage of the
item’s cost or its current price.

If youd like QuickBooks to round up the adjustment, use the Round Up To Nearest
drop-down menu to choose a rounding option. Otherwise, you can leave this
option at its default of No Rounding.

Click the Adjust button to effect the change, and then click OK.

Using Sales Tax Items

If you collect and remit sales tax, you need to configure your Sales Tax Preferences and
set up tax codes to link to your customers so you know whether a customer is liable for
sales tax. You also need to set up tax items for the sales tax to be collected and link the
item(s) to the taxing authority to which you remit the collected sales tax.

Start your sales tax setup by choosing Edit | Preferences from the menu bar. Click the

Sales Tax icon in the left pane and select the Company Preferences tab. Select Yes for
the option Do You Charge Sales Tax?
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Sales Tax Items

A sales tax item is really just a collection of data about a sales tax, including the rate
and the agency to which the sales tax is remitted. QuickBooks uses sales tax items to
calculate the Tax field at the bottom of sales forms and to prepare reports you can send
to your local taxing authority. You can create your first sales tax item in the Sales Tax
Preferences or directly in your Item List.

Note: If you do not see Sales Tax Item or Sales Tax Group on your list of available
items, select Edit | Preferences | Sales Tax | Company Preferences and answer Yes to
Do You Charge Sales Tax? The Sales Tax Company Preferences dialog includes a field
named Your Most Common Sales Tax Item, and you must enter a sales tax item in that
field. To do that, you must first create at least one sales tax item. This item becomes the
default sales tax item for any customers you create hereafter, but you can change any
customer’s default sales tax item at any time.

Creating Sales Tax Items in the Item List

Once you've set the Sales Tax Preference, follow these steps to create an item in your
Item List:

1. Select Lists | Item List from the main menu to open the Item List.

2. Press CTRL-N to open the New Item dialog, and select Sales Tax Item as the
item type.

3. Enter a name for the item. You can use the state’s code for the specific sales tax
rate and taxing authority. You can also enter an optional description.

4. Enter the tax rate.

5. Select the tax agency (a vendor) to which you pay the tax from the drop-down list,
or add a new vendor by choosing <Add New>.

6. Click OK.

Create and Use Tax Groups

A tax group is a collection of two or more individual tax items that are displayed as
one tax to a customer on a sales transaction. For example, you might be required to
collect 7.2 percent state sales tax in addition to 4.2 percent county sales tax because
of the county your business operates from or the location at which you perform your
services or deliver your products. This is especially important in some states where city,
county/parish, and state portions are paid to different tax entities. When you use a sales
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tax group, QuickBooks keeps track behind the scenes of each taxing authority to whom

the tax is due, as shown next. The customer sees only the total sales tax rate.

= MNew ltem

TYFPE

Use to calculate and individually track two or more
Sales Tax Grou =
B sales tax items that apply to the same sale. The
customer sees only the total sales tax.

Group Name/Mumber
County Sales Tax

Description

Bayshore County Sales Tax

Enter each individual sales tax you need to charge in this district. QuickBooks will
collect tax for these items as a group, but will report on each one individually.

=

Cancel
Hext
Notes

Spelling

[T Item is inactive

TAX ITEM i RATE i TAXAGENCY i DESCRIPTION
Bayshore Tax 4.2% State Sales Tax Board Basher County Sale... &
State Tax 7.2% State Sales Tax Board Our State Sales Tax l
v
Group Rate 11.4%
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o

the group item. Follow these steps to create a tax group:

1.

bl

Sales Tax Codes

QuickBooks uses sales tax codes to designate an item as taxable or nontaxable on a sales
transaction. You can create codes to track sales tax status with more detail than taxable
and nontaxable. To do so, just add new sales tax codes to fit your needs. To add a new

sales tax code, follow these steps:

1. Select Lists | Sales Tax Code List.
2. Press CTRL-N to open the New Sales Tax Code window.

Select Sales Tax Group as the Type, and enter a name for the group.
Enter a Description that will appear on your sales forms.

To create a tax group, first create the individual tax items and then add those items to

Open the Item List by choosing Lists | Item List, and press CTRL-N to open the
New Item dialog.

In the Tax Item column, choose the individual tax code items you need to create
this group. (QuickBooks fills in the rate, tax agency, and description of each tax

you already selected.) Notice that the calculated total (the group rate) appears at
the bottom of the dialog.

When all the required tax code items have been added, click OK.

/1
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3. Enter the name of the new code (up to three characters in length).

4. Enter a description.

5. Select Taxable if you're entering a code to track taxable sales, or select Non-taxable
if you're entering a code to track nontaxable sales.

6. Click Next to set up another tax code.

7. Click OK when you've finished adding tax codes.

Although you can always use the default nontaxable code that QuickBooks provides,
called “Non,” depending on your state sales tax agency, you may be required to provide
further definition of your nontaxable sales such as nonprofit organizations, government
agencies, and so on. The same logic may apply to taxable customers as well; some
agencies require that you provide a breakdown of your company’s taxable sales. Use the
Sales Tax Codes (an example is shown next) to make this process easier.

Sales Tax Code List

4 | CODE i DESCRIPTION < i TAXABLE
GOV Government Sale

GTX Government Taxable Sale J
NON Mon-Taxable Sales

NFP Mot-For-Profit

003 Out of State Sale

ADJ 5Sls Tax Adjustment

TAX Taxable Sales -

Sales Tax Code ¥ || Activities |v | Reporis |+ Include inactive

Small Business Tip Checkyourlocal taxing authority or your tax

professional before setting up your sales tax codes and items to ensure that
you're recording the correct sales tax amounts and that the sales tax reports
you run in QuickBooks are accurate.

Sales Tax Payments

There are two ways to remit sales tax to the taxing authorities, and they’re listed in the
When Do You Owe Sales Tax section of the Sales Tax Preferences dialog:

+ As Of Invoice Date, which is accrual-based tax reporting
o Upon Receipt Of Payment, which is cash-based tax reporting

Check with your accountant and the local taxing authority to determine the method
you need to select. Each state has its own reporting rules. You must indicate the frequency
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of your remittance to the taxing authority in the When Do You Pay Sales Tax section of
the Preferences dialog using the schedule set by your sales tax agency.

Assigning Sales Tax Codes and Items to Customers

When you turn on the Sales Tax preference and create your first Sales Tax item, QuickBooks
asks if you want to make all of your customers as well as your inventory and non-inventory
parts taxable. If you do not deselect either of these options, QuickBooks will apply the
“taxable” tax code to all customers and inventory parts. You can modify this setting at
the customer level in the Sales Tax Settings tab of a customer’s record.

If your Customers list is large, opening several records one at a time to make this
change can be time consuming. Instead, use the Add/Edit Multiple List Entries window
to edit the tax items or codes for multiple customers in a single view. From the Customer
Center, point your mouse anywhere on the Customers & Jobs list and right-click. Select
Add/Edit Multiple Customers: Jobs to open the Add/Edit Multiple List Entries window.
You may have to customize the columns in this window to bring these fields into view.

You can use the Add/Edit Multiple List Entries window to modify the tax code setting

for your items as well. With your Item List open, right-click anywhere in the list and
select Add/Edit Multiple Items to open this window.

l Use the Other QuickBooks Lists

Click Lists from your menu bar to see the other lists available to you, as shown next.
Depending on your company and the options you have chosen, the list you see may be
different from the one shown here. Although you may not use all (or any) of these lists,
review them to see if they might be of use to you and your company.

BN Favorites Company Customers  Ven

Chart of Accounts Cirl+A
Item List

Fixed Asset Item List

Price Level List

Sales Tax Code List

Payroll ltem List

Payroll Schedule List

Class List

Other Names List
Customer & Vendor Profile Lists 3
Templates

Memorized Transaction List Ctrl+T

Add/Edit Multiple List Entries

73



74

* PARTONE GETTING STARTED USING THE DESKTOP VERSION OF QUICKBOOKS

Fixed Asset Item List

Use the Fixed Asset Item list to store information about the fixed assets your business
owns. Choose Lists | Fixed Asset Item List to open the list that provides a way to track
data about the assets you purchase and depreciate. Remember that this is not like your
Item List in that it doesn’t provide links to any financial data in your QuickBooks
company file, nor does it interact with the chart of accounts, so any values you enter in
this list have to be entered in your Fixed Asset accounts separately. This list is intended
to be a way to use QuickBooks to catalog your fixed assets instead of the list you're
keeping elsewhere.

» Small Business Recommendation

ltems added to the Fixed Asset ltem list are visible in the drop-down list you see when you create
a transaction that involves your regular items such as an invoice, a cash sale, or a purchase
order. If you accidentally select a Fixed Asset item while creating a sales transaction, for example,
your financial records can become confusing. If you use the Fixed Asset Item list, consider making
all the items in the list inactive to suppress their display in drop-down lists.

However, using the Fixed Asset ltem list to track your businesses assets can assist your
accountant in the year-end tax-related chores he or she performs for you. If your accountant uses
the Premier Accountant Edition version of QuickBooks, he or she can open your company file and
read from your Fixed Asset ltem list using a program call the Fixed Asset Manager (FAM). FAM
works by pulling the information it needs from your QuickBooks company file to calculate the
depreciation for a given period and then posting a journal entry back to your company file.

U/M Set List

If you are using QuickBooks Enterprise or QuickBooks Premier (other than QuickBooks

Premier Retail), you can designate different units of measure (U/M) to price services or
items you sell. Once you have established units of measure, this list shows each different
option you have set for selling your products, as shown in Figure 3-1. To enable this option:

1. Choose Edit | Preferences | Items & Inventory | Company Preferences.

2. In the Unit of Measure section, click Enable. (If the option is greyed out, you'll see
a “Learn More” link that explains your QuickBooks version does not support units
of measure.) After the option is selected, you can select one of two options:

a. Multiple U/M Per Item to have more than one type of measurement for an
item you sell
b. Single U/M Per Item to use one unit of measurement per single item

3. If, in the future, you want to make this option unavailable, follow the same steps
and choose Disable.
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= UM Set List =
MAME i BASE UM i PURCHASE U/M i SALES UM i SHIFFING U/

Box of 100 Box of 100 (bx of 100) Box of 100 (bx of 100) Box of 100 (bx of 100)

Box to pair pair (pr) box of 10 (bx of 10) pair (pr)

Countin each each (ea) each (ea) each (ea)

Each each (ea) each (ea) each (ea)

Foot foot (ft) foot (ft) foot (ft) roll (roll)

Hour hour {hr) work week (wrkwk) hour {hr)

Package to each package to each (ea) box of 100 (bx of 100) package to each (ea)

Weight by the ounce ounce (oz) ounce (oz) ounce (oz)

UM Set ¥ | Reports ¥ [7] Include inactive

FIGURE 3-1 The U/M Set List displays all of the various measurements that apply to the products you sell.

Small Business Tip If youare using QuickBooks Pro, consider
setting up items as a group to designate units of measure. For example, if you
sell a group of items such as a pack of six, create two items on your Item List:
one “Bracket” and the second “BracketPack(6).”

Price Level List

Use the Price Level list to apply special pricing to customers and jobs. This list is available
after you enable price levels in the Sales & Customers section of your Preferences. Do the
following to turn on this feature:

1. Choose Edit | Preferences and select the Sales & Customers category in the left pane.
2. Move to the Company Preferences tab and select the Enable Price Levels option.
3. Click OK.

Creating a Price Level

To create a price level, open the Price Level list from the Lists menu. Press CTRL-N to
open the New Price Level dialog. Each price level has two components: a name and a
formula. The name can be anything you wish, and the formula is a percentage of the

price you entered for the items in your Item List (the formula increases or reduces

the price by the percentage you specify). You can use price levels to set a price above

the standard price, too.
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Assigning Price Levels to Customers

After you create price levels, you can apply them to customers. Open the Customers &
Jobs List in the Customer Center and double-click the customer’s listing. Select or create
a new price level from the Price Level drop-down list on the Payment Settings tab. Once a
price level is linked to a customer, sales transactions for that customer reflect the price
level automatically.

Currency List

This option is available only when you enable the QuickBooks multicurrencies feature
and specify the currencies you want to work with. Multiple currencies are enabled

in the Company Preferences area. From the Edit menu, select Preferences | Multiple
Currencies. By default, the majority of currencies are marked Inactive; open this list to
activate the currencies you need so they appear in drop-down lists.

Small Business Tip Be sure to make a backup copy of your
company file before turning on the multiple currencies feature in your
company file. Once enabled, it cannot be turned off.

Note Payroll Item List and Payroll Schedule List are discussed in Chapter 9.

! Work with Classes

Classes provide a method of organizing your company’s income and expense transactions
by division or department, enabling you to filter many of the standard QuickBooks
reports by class. You might choose to use classes, for example, to track expenses and
profitability by location when you have more than one location, or you may need to
organize financial reporting by business type, such as when your company has both retail
and wholesale divisions.

The Class list appears in the Lists menu only when you enable the Use Class Tracking
feature. From the Edit menu, select Preferences | Accounting | Company Preferences |
Use Class Tracking For Transactions. Click Prompt To Assign Classes to ensure that
each transaction has a class assigned. Otherwise, your reports will include “Unclassified
Transactions.” For each transaction or each line of any transaction, you can assign one
of the classes you created.
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Use classes for a single purpose; otherwise, the feature does not work properly. For
example, you can use classes to separate your business into locations or by type of
business, but not both. If you need to define a class or narrow its definition further, you
can use subclasses.

When you enable classes, QuickBooks adds a Class field to transaction forms so that
you can associate a class with a particular transaction. Classes are assigned only to a
specific transaction, not a customer or vendor. For customers or vendors, you can assign
a type. (See “Customer and Vendor Type Lists” later in this chapter.)

Small Business Tip InQuickBooks Pro, you can use classes only

in income and expense accounts. If you need to run a Balance Sheet report
by class or other reports that show totals by class for an asset or liability
account (such as a bank or loan account), consider upgrading to the Premier
or Enterprise version of QuickBooks.

Create a Class

To create a class, choose Lists | Class List from the QuickBooks menu bar to display the
Class List window, and choose New to open the New Class dialog. Fill in the name of
the class, and then click Next to add another class, or click OK if you are finished.

If you decide to use classes, it’s a good idea to create a class for general overhead
expenses. You can then allocate the amounts accumulated in this overhead class to other
classes with a journal entry later if you wish. Learn to use journal entries in Chapter 17.

Creating a Subclass

Subclasses let you post transactions to specific subcategories of classes, and they work
similarly to subaccounts in your chart of accounts. If you set up a subclass, you must
post transactions only to the subclass, never to the parent class. However, unlike the
chart of accounts, classes have no option to force the display of only the subclass when
youre working in a transaction window. As a result, when using subclasses, keep the
name of the parent class short to lessen the need to scroll through the field to see the
entire class name.

Create a subclass using the same steps you use to create a class. After you enter a
name for the subclass in the Class Name field, click the check box next to the option
Subclass Of to insert a check mark. Then select the appropriate parent class from the
drop-down list.

77



78 * PARTONE GETTING STARTED USING THE DESKTOP VERSION OF QUICKBOOKS

Other Names List

The Other Names list is a list of people whose names are used when you write checks,
but who don’t fit the definition of vendor because you don’t need to track payables and
transactions as you do for a vendor. The names in the Other Names list appear in the
drop-down list when you write checks but are unavailable when you're entering vendor
bills, vendor credits, bill payments, purchase orders, or sales transactions.

One of the most common reasons to add a name to the Other Names list is to write
checks to owners and partners if they are not employees. To open the Other Names list,
choose Lists | Other Names List. To create a new name for the list, select New to open a
New Name window. The New Name window provides fields for the address (handy for
printing checks you're going to place into window envelopes), telephone numbers, and
other contact information.

Customer & Vendor Profile Lists

Profile lists appear in the submenu you see when you choose Customer & Vendor Profile
Lists. This list is shown next. Most of the lists in the submenu are designed to help you
categorize and refine the information you keep about your customers and vendors.
Other lists can contain data that is available when you create transactions.

Customer & Vendor Profile Lists Sales Rep List
Templates Customer Type List
Memorized Transaction List Cirl+T Yendor Type List
Job Type List
Add/Edit Multiple List Entries Terms List

Customer Message List
Payment Method List
Ship Via List

‘ehicle List

Sales Rep List

By definition, a sales rep is a salesperson connected to a customer, usually because he
or she receives a commission on sales to that customer. However, it's quite common to
track sales reps who are not necessarily paid commissions as a way to determine who is
the primary contact for a customer (some people call this a service rep).

To create a sales rep, the rep’s name has to exist in your QuickBooks system as a
vendor, employee, or a member of the Other Names list.

To create a new sales rep from an existing name, from the QuickBooks menu bar,
select Lists | Customer & Vendor Profile Lists | Sales Rep List. Click Sales Rep at the
bottom left of the screen or press CTRL-N to open a New Sales Rep dialog, shown next.
Select the person’s name from the drop-down list. QuickBooks automatically fills in
the Sales Rep Initials field, which is used in reports and transaction windows with a
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Sales Rep field, and the Sales Rep Type. You can modify the Sales Rep Initials field if

you wish.
= New Sales Rep =
Sales Rep Mame: “
Lamb, Brad -
Cancel
Sales Rep Initials:
BL Next
Sales Rep Type: Edit Name...

Employee

Customer and Vendor Type Lists

When you create your Customers and Vendors lists, you may decide to use the type
field as a way to categorize your customers, vendors, and suppliers. This gives you the
opportunity to sort and select customers and vendors in reports.

Job Type List

Use the Job Type list to set up categories for jobs. For example, if you're a plumber, you
may want to separate new construction from repair work.

Terms List

QuickBooks keeps both customer and vendor payment terms in one list, so the terms
you need are all available whether you're creating an invoice, entering a vendor bill,

or creating a purchase order. To create a terms listing, from the Customer & Vendor
Profits Lists menu, select Terms List. Choose the Terms drop-down menu at the bottom
left of the window. Select New or press CTRL-N to open the New Terms dialog. Use the
Standard section, as seen next, to create terms that are due at some elapsed time after
the invoice date:

= New Terms PR

@® Standard Cancel
Metduein 45 days. Next
Discount percentage is 1.0% .

7] Term is inactive
Discount if paid within | 30 days.
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o Net Due In is the number of days allowed for payment after the invoice date.

o To create a discount for early payment, enter the discount percentage and the
number of days after the invoice date that the discount is in effect. For example, if
45 days are allowed for payment, enter a discount percentage that is in effect for
30 days after the invoice date (such terms are usually referred to as “X percent 1,
net 30,” substituting the amount of the discount for X).

Use the Date Driven section to describe terms that are due on a particular date,
regardless of the invoice date, as shown here:

= New Terms
Terms |MNetds
) Standard
45
1.0%

a0

@ Date Driven

Discount percentage is

Discount if paid before the

Met due before the 15

Due the next month if issued within
1.0%|.
5

th day of the month.

10 days of due date.

T

Cancel
Hext

] Term is inactive

th day of the month.

 Enter the day of the month the invoice payment is due.
 Enter the number of days before the due date that invoices are considered payable

on the following month.

o To create a discount for early payment, enter the discount percentage and the day
of the month at which the discount period ends. For example, if the standard due
date is the 15th of the month, you may want to extend a discount to any customer

who pays by the 8th of the month.

Customer Message List

Many companies write messages to customers when creating a sales transaction. If you
choose, you can enter several appropriate messages ahead of time and then just select
the one you want to use, such as “Thanks for your business” or “Happy Holidays!”

From the Customers & Vendor Profile Lists menu, select Customer Message List.
Click New or press CTRL-N to enter a new message to add to the list. The text can be no
more than 101 characters, including spaces. Keep in mind that once a message is used
in a transaction, you can't delete it. However, if it becomes obsolete, you can make it
inactive to remove it from your message choices.
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Payment Method List

You can accept and track payments from customers in multiple ways. QuickBooks
prepopulates the Payment Method list with the most common payment types (such as
credit card, check, and cash). If you have a payment method that isn't listed, you can add
that method to the list. To do so, select Lists | Customer & Vendor Profile Lists | Payment
Method List, and select New to open the New Payment Method window. Name the
payment method and select the appropriate payment type.

This list provides some detail about the payments you receive, but also allows you
to print reports on payments that are subtotaled by the method of payment, such
as credit card, check, cash, and so on. In addition, your bank may use the same
subtotaling method on your monthly statement, which makes it easier to reconcile
the bank account.

Ship Via List

Use the Ship Via list to add a description of your shipping method to your invoices
(in the Via field). QuickBooks prepopulates the list with a variety of shipment methods,
but you may need to add a shipping method. To do so, select Lists | Customer &
Vendor Profile Lists | Ship Via List, and then press CTRL-N to add a new Shipping
Method entry to the list. Then enter the name—for example, Our Truck or Sam’s
Delivery Service.

If you use one shipping method more than any other, you can select a default
Ship Via entry, which appears automatically on your invoices (you can change it
on any invoice if the shipping method is different). The default entry is in the Sales
& Customers category of the Preferences dialog, where you can select the Usual
Shipping Method entry you want to appear by default on your sales transactions. You
can also enter the FOB site you want to appear on invoices, if you want to display
this information. FOB (Free or Freight On Board) is the site from which an order is
shipped and is also the point at which transportation and other costs are the buyer’s
responsibility.

Vehicle List

Use the Vehicle list to create vehicle records in which you track mileage for vehicles
used in your business. You can use the mileage information for tax deductions for
your vehicles and to bill customers for mileage expenses. However, even if you don't
bill customers for mileage or your accountant uses a formula for tax deductions, the
Vehicle list is a handy way to track information about the vehicles you use for business
purposes.
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To add a vehicle to the list, select Lists | Customer & Vendor Profile Lists | Vehicle
List | New to open the New Vehicle dialog. The record has two fields, as seen here:

= New Vehicle =
Enter the name or identification number of the vehicle for which you “
want to track mileage.
Vehicle | 2020 2-Ton Cancel
Description HNext

Mew Ford 2 ton purchased 12/28/2018. VIN = 1236549874422
Lic #=K1234567A

7] Vehicle is inactive

o Vehicle Enter a name or code for a specific vehicle. You could, for example, enter
“BlueTruck” or any other recognizable name.

o Description Enter descriptive information about the vehicle. Take advantage of
the field by entering information you really need, such as the vehicle identification
number (VIN), the license plate number, the expiration date for the plate, the

insurance policy number, or other “official” pieces of information. You can use 256
characters in the Description field.

Templates List

In this list, QuickBooks stores the many forms (QuickBooks calls them templates) you’ll
use when creating transactions. Learn more about customizing templates in Chapter 14.

Memorized Transaction List

The Memorize Transaction feature in QuickBooks eliminates having to enter the

same transaction multiple times. With few exceptions, QuickBooks can memorize the
transactions you enter and post them automatically on the day and with the frequency
you need. The memorized transactions are stored in the Memorized Transaction List.

To view or edit a memorized transaction, choose Lists | Memorized Transaction List

to open the list. Highlight a transaction name, click the Memorized Transaction button
at the bottom of the window, and then choose Edit Memorized Transaction.

! Your Beginning Balances

After you've created your lists and all the other setup-related activities, you've built about
80 percent of your new QuickBooks file. The last 20 percent of the setup process involves
entering your beginning balances and the historical transactions (if any) needed to ensure
that your data file accurately reflects your business’s financial position on the day you start



CHAPTER 3

CREATING ITEMS, OTHER LISTS, AND YOUR BEGINNING BALANCES

using your QuickBooks software. Entering accurate beginning balances and the detail
behind these balances is perhaps the most important part of the setup process because if
you start with inaccurate or incomplete starting balances, you'll compromise reliance on
the key reports QuickBooks creates to help manage your business.

What Is an Opening Trial Balance?

Your opening trial balance is simply a detailed listing of the cost (or basis) of your
company’s assets, liabilities, and equity. If you have questions, consult your accountant
or tax professional for more information.

If your QuickBooks start date is the beginning of the year (which is the most common
start date), your opening trial balance for the first day of the year has no income or
expenses to report. It will, however, contain the balances that have accumulated in your
Asset, Liability, and Equity accounts since you've been in business. With the help of your
accountant, prepare a “pre-QuickBooks opening trial balance” Much of the information
needed for the pre-QuickBooks trial balance comes directly from the balance sheet
your accountant prepared for you the previous year end. The pre-QuickBooks opening
trial balance doesn’t have to be fancy, just accurate. A typical pre-QuickBooks opening
trial balance for a business with a QuickBooks start date of January 1, 2016, might look
something like the one in Table 3-1. You then need to enter these beginning balances
into your QuickBooks file.

Steps to an Accurate Opening Trial Balance

Although there’s certainly more than one way to get your beginning balances into your
new QuickBooks data file, many small businesses have had the least stress and most
success when they follow these steps.

Account Type Account Debit Credit
Assets Checking $25,000

Assets Accounts Receivable $15,000

Assets Inventory $30,000

Assets Fixed Assets $15,000

Assets Accumulated Depreciation $2,500
Liabilities Accounts Payable $7,500
Liabilities Bank Loan $20,000
Equity Equity $55,000

TABLE 3-1 “Pre-QuickBooks” Balances as of December 31, 2015
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Gather All the Information You Need

In Chapter 1, you saw a detailed list of the information you should have at your fingertips
before entering your beginning balances. If you haven't already organized these essential
records and numbers, return to Chapter 1 to refresh your memory.

Enter Beginning Balances for Simple Balance Sheet Accounts

For this step, you use a journal entry to enter the beginning balances for accounts except
bank accounts, accounts receivable, accounts payable, inventory, and sales tax payable.
Those balances will be created later when you enter outstanding individual transactions
and other adjustments. So what accounts are left to enter? Your fixed assets (including
any accumulated depreciation) such as vehicles, furniture, and equipment, as well as
any loans payable. You’ll want to check in with your accountant for other balances that
should also be entered as part of this first step, such as prepaid expenses, unpaid payroll
taxes, or employee advances. Your journal entry should be dated as of the closing date of
the prior fiscal year. In this example, the fiscal and calendar year are the same.

From the Company menu, select Make General Journal Entries to open the Make
General Journal Entries window. Using the trial balance figures in Table 3-1, your
journal entry should look like the one shown in Figure 3-2.

You'll see that after the balances for Fixed Assets (in this case, Furniture and Equipment),
Accumulated Depreciation, and the Bank Loan have been entered, there’s a debit balance
of $7,500.00 that needs to be assigned to an account in order for the entry to be in
balance. QuickBooks has a special account reserved for that purpose called Opening
Balance Equity. Using this account to balance the entry will require that you (or your
accountant) zero-out this balance (and any other balances posted to this account during
the setup) to a retained earnings account in order to complete the setup. That adds
another, often overlooked, journal entry requirement in the setup process. Alternatively,
you can post this offsetting balance directly to a retained earnings or owner’s equity
account (as shown in Figure 3-2). Check with your accountant on the method that
works best in your situation.

If you choose this alternative method, QuickBooks may warn you that you're posting
to an account that’s intended to track profits from earlier periods. Clicking OK allows
you to continue with the posting. Then click Save & Close to save this entry.

Enter Bank Account Balances

The next step is to create the bank balance. Use the bank account register to do this.
Select Banking | Use Register to open the register for your bank account. Enter the
ending balance as it appears on the bank statement from the last month of the previous
year in the Deposit side of the register. Be sure to put a note in the Memo field that
will help remind you what this entry was for later on. Again, you can choose to post
the offsetting balance to the Opening Balance Equity Account or directly to a retained
earnings account. Click the Record button to save your entry.
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Make General Journal Entries

Reports Hoa

B B X Boueonw ¢ @ 0

Mew Save Delete aMemo[ize Reverse Print Attach

= File
01/01/2015 B enTRY No. | Opening Bal

ACCOUNT i DEBIT CREDIT § MEMO i NAME P BIL.. | CLASS
Furniture and Equipment 15,000.00 Enter beginning balance at 1-1-15 A
Accumulated Depreciation 2,500.00 Enter beginning balance at 1-1-15
Bank Loan 20,000.00 Enter beginning balance at 1-1-15
Owners Equity 7,500.00 Enter beginning balance at 1-1-15

Save & Close Clear

FIGURE 3-2 Establish some of your beginning balances with a journal entry.

Enter Outstanding Checks and Deposits

With your register still open, enter all outstanding transactions—checks and deposits—
that occurred prior to the QuickBooks start date. This step ensures that these items will
appear in the first bank reconciliation you perform in QuickBooks. Be sure to use the
original transaction date to post these outstanding transactions.

Enter Unpaid Accounts Receivable and
Accounts Payable Transactions

To establish your accounts receivable balance, create an invoice for each customer
invoice that was still open as of the end of the previous fiscal year using the original
transaction date and all other invoice details—customer name, item(s) purchased,
terms, and so on. Don’t forget to enter any unused customer credits as well. In our
example, the total Accounts Receivable balance (refer to Table 3-1) is made up of two
outstanding customer invoices that together total $15,000.00. Learn how create an
invoice in Chapter 4.

Likewise, to establish your accounts payable balance, create a bill for each unpaid
vendor bill as well as any unused vendor credits. Use the original transaction date and
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all other bill details. In our example, the total Accounts Payable balance (refer to Table 3-1)
is made up of just one unpaid bill for $7,500.00.

Enter Nonposting Transactions

You should record all open purchase orders and estimates, again with their original
dates and details. Although this step is optional because these “nonposting” transactions
have no effect on your opening balances, you'll then be able to, in the case of a purchase
order, for example, receive these items through QuickBooks or, in the case of an estimate,
generate an invoice when you’re awarded the job. Learn more about estimates in Chapter 4
and purchase orders in Chapter 13.

Small Business Tip If your QuickBooks start date is mid-year, use

a journal entry that summarizes the year-to-date balances in all income and
expense accounts as of the QuickBooks start date. You may also want to enter
monthly totals rather than one lump sum to give yourself the ability to run
monthly Profit & Loss statements for your entire fiscal year. Post the difference
in debits and credits either to the Opening Balance Equity Account or directly
to a retained earnings/equity account. As always, consult your accountant

for advice.

Adjust Sales Tax Payable

If you collect sales tax, you may need to adjust the Sales Tax Payable account to be sure
that it is in sync with the amount (if any) listed on your pre-QuickBooks opening trial
balance. Make this adjustment after all open invoices are entered, since recording open
invoices can affect the Sales Tax Payable account in QuickBooks. Use the Sales Tax
Adjustment window to do this: select Vendors | Sales Tax | Adjust Sales Tax Due. Learn
more about this window in Chapter 6.

Establish Inventory Balances

If you have inventory, you have to tell QuickBooks about the on-hand quantities of
each of your inventory items as of your QuickBooks start date. This step assumes that
you've already entered your Item List (minus any on-hand quantity information) and that
each item has a cost associated with it. If this is not the case, you'll want to update your
inventory list with that information before completing this step. Chapter 13 covers the
details of how to set up an inventory item.

On-hand quantities are added using the Adjust Quantity/Value On Hand window. Select
Vendors | Inventory Activities | Adjust Quantity/Value On Hand. Be sure that Quantity
appears in the Adjustment Type drop-down menu field. Note that QuickBooks requires
you to select an offsetting Adjustment Account to add the on-hand quantities to inventory.
Like the other beginning balance entries, you can choose to post the offsetting balance that
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the software requires either to Opening Balance Equity or directly to a retained earnings
/equity account. You may see a message telling you that QuickBooks is expecting you to use
an expense account as the adjustment account.

This statement is true for most of your future adjustments—when you’ll be using
the Adjust Quantity/Value On Hand window to record obsolescence and shrinkage, for
example. But in this instance, go ahead and post to one of your equity accounts.

Small Business Tip Using the Adjust Quantity/Value On Hand (aka
Inventory Adjustment) window to establish beginning on-hand inventory
guantities is an acceptable method for a business with an existing inventory
that has been paid for as of the business’s QuickBooks start date. For all other
situations, you should “receive” items as normal into your inventory.

Zero-Out the Opening Balance Equity Account

If you chose to use the Opening Balance Equity account to establish your opening balances,
you'll need to zero-out this account to complete your setup. Use a journal entry dated with
the QuickBooks start date and an offsetting entry to a retained earnings account (or another
account chosen by your accountant).

Run Your QuickBooks Trial Balance Report as of Your Start Date

Run your QuickBooks Opening trial balance to be sure that it’s in sync with your pre-
QuickBooks opening trial balance. If you follow the steps outlined in this chapter and
work closely with your accountant, establishing accurate opening balances can be a
surprisingly straightforward process.
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Daily Operations
Using QuickBooks

he chapters in Part Two cover day-to-day bookkeeping chores you
perform in QuickBooks. They contain instructions and tips that will
help you complete your routine tasks in QuickBooks efficiently and
accurately. From time to time, there will also be information presented
that you can pass along to your accountant, who may want to know
how QuickBooks is handling the tasks youre performing.

Specifically, in Chapters 4 and 5 you'll learn what you need to know
about sending invoices to your customers, recording the payments
you receive from them, and creating transactions for job-costing
data. Chapter 6 covers how to track and pay the bills you receive from
vendors. Then, in Chapters 7 and 8, you’ll gain an understanding of
how to manage your bank and credit card accounts using QuickBooks.




Invoicing and Other
Sales Transactions

n this chapter:

Entering basic information in invoices
Voiding, deleting, and pending invoicing
Working with packing slips

Memorizing and batching invoices
Working with credit memos and estimates
Understanding progress billing
Reimbursable expenses in QuickBooks
Printing forms with QuickBooks

Bulk “Clear” forms

¥ 193dey)
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Usually, you need to send an invoice to a customer and get paid for that invoice before
you can put money into your business account. Creating an invoice in QuickBooks is
easy once you understand what all the parts of the invoice do and how to modify them
to reflect the way you do business.

In addition to invoices, you may have to issue credits, print packing slips, and create
estimates. This chapter covers these and other sales-related transactions.

l Create Invoices
You can open the Create Invoices window in QuickBooks in several ways:

o Select Customers | Create Invoices from the menu bar.
o Press CTRL-I.
o Click the Create Invoices icon in the Customers section of the Home page.

A blank invoice form opens. At the top of the window (under the Create Invoices title
bar) are four tabs: Main, Formatting, Send/Ship, and Reports as discussed next. Clicking
the Maximize Your Work Area icon at the top right of the Create Invoices window hides
these buttons (as well as the Icon Bar), making the Invoice template larger and easier to
work with.

The Create Invoices window, shown in Figure 4-1, displays an informational panel
that is blank at first. When you select a customer for invoicing, this panel shows

Create Invoices -ax
Main  Formafting  Send’Fhip  Reporis oA
¢+ B B 8 Boeweicrr @ = ey Pl 1 Reonimecon B Bcesesvaen
Find Hew  Save Deiele @BMemonre  MarkAs Print  Emad || Emadlaler | Alach W appiy Greans Reveve B RichndCanet
- - Panding - - File Payments
> Dunning's Pool Depot, Inc.:Big ...
Customer ansact
| H DaTE BT suie 1o | BIg City Stor. =
nVOICe T2N52020 B g ity Store #5002 Big ity Slore 1002 SUMMARY &
NVRICE 1111 Azar Ave 1111 Azar Ave
IKVDICF 8 Big it MY 00038 Eg ity WY 00038 Pnone 4096554126
s Preterred delivery method None
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FIGURE 4-1 Create an invoice using the tools in the Create Invoices window in QuickBooks Premier or
Pro Desktop.
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information about the customer, such as open balance, recent transactions, or notes, if
any exist. To close this panel, simply click the Hide History arrowhead to the immediate
left of the customer’s name. Clicking the Full Screen icon will also close the panel.

Tabs Found in the Create Invoices Window

If you take a moment to open each tab and review its contents, you'll see that each shows
a set of buttons on the Icon Bar that enable you to complete any task when you'e creating
and working with an invoice. We will discuss the Main tab after you are introduced to the
other three tabs. It is from the Main tab that you create your invoice. You have several
options on the Icon Bar for the Main tab, as seen next.

Creale Ivoices

Main  Formatng  SendShip  Hepors oA
@« » ‘ B & Bicracacoy @ = = Print Later ] [, Add TimeiCosts B B)cwatcaBoen
Find Wew  Save  Delele @ remoize Mk As Print  Email || Cmail Later | Attach | 8 appy Creans Receive B Refuna/Crean
Pending o b File Payments

The Formatting Tab

The Formatting tab has several options with which you can work with this invoice, as

shown here.
Main Formatting Send/Ship Reports
QR 0 & P B = S 80 G @
Preview M i Spelling Insert Delete Copy Pasie Customize

Templates Templates Daia Layout Line Line Line Line Design ~

o Preview This option shows you how the completed invoice will look when printed.
A small message may appear explaining that you can print Shipping Labels to go with
your invoice. If you do not want to see this message again, click Do Not Display This
Message In The Future and click OK to close the message.

o Manage Templates From here, you can decide whether any of the available
templates suits your needs. Remember that the prebuilt templates available to you
may vary depending on your version of QuickBooks and the industry you chose
during the QuickBooks setup. Take the time to look at each of the templates in
your version before settling on the one you want to use. (You can also click the
arrow next to the Template field at the top of the Invoice and select another invoice
template from the drop-down list.).
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QuickBooks has several built-in invoice templates. These are some of the most
common templates included in QuickBooks:

o Intuit Packing Slip This is a basic packing slip template. See “Print Packing
Slips,” later in this chapter for more information.

o Intuit Product Invoice This template is designed for product sales, including
inventory items.

o Intuit Professional and Service Invoice These two templates are nearly identical,
except for a difference in the order of the columns, and the Service template
includes a purchase order number field.

o Progress Invoice Designed specifically for progress billing against a job
estimate, this doesn’t appear in the Template list unless you have specified Progress
Invoicing in the Company Preferences tab of the Jobs & Estimates category of the
Preferences dialog.

Small Business Tip Depending on your business and your
QuickBooks desktop version, you may also see other specific invoice types.
If you don’t see a template you want on the list, edit an existing template
or create your own. See Chapter 14 for more information about modifying
templates in QuickBooks.

o Download Templates With your Internet connection, this option connects you
to Intuit QuickBooks Support from which you can download additional invoice
templates.

o Customize Data Layout This link allows you to copy the current standard
invoice form and make changes. Chapter 14 discusses this in depth.

o Spelling If you sometimes make typing errors, this option will help!

o Insert/Delete/Copy/Paste Line Without creating a customized template, use
these options to add, delete, copy, and paste lines within this invoice.

o Customize Design Using the tools in this link, you can make changes on your
invoice. Chapter 14 explains how.

The Send/Ship Tab

Click the Send/Ship tab to determine how the invoice and the products will be sent to
the customers. You can also prepare a letter to your customer.
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» Small Business Recommendation

New in QuickBooks Premier, Accountant, and Enterprise Desktop 2016 editions is the ability

to create a custom ship-to address based on a purchase order. When you have completed an
estimate or sales order, click the Create Purchase order icon. A message appears on which you
can choose to drop ship the items directly to the customer, as shown here.

Create Purchase Order Based on the Sales Transaction x

Specify what to include on the purchase order.
® Create purchase order for all allowed items.

() Create purchase order for selected items.

The purchase order will reflect your customer’s ship-to address, as shown here, and your
material will be shipped to your customer’s job site rather than your warehouse, saving you the
extra step of manually entering the ship-to address. QuickBooks will even remember if you repeat
the order and default to these settings.

VENDOR sHie To| Kern Store... =

Caylors Hardware & & Pool Depot, Inc.
TE5 Tipper Way 1111 Blast Avenue
Middlefield, CA 94576 Kern, MI 10025

The Reports Tab

From the Reports tab, you can quickly access reports and information about the current
customer and the customer’s history.

The Main Tab

For this section, we're using the Intuit Product invoice template, but you’ll still be able

to follow along even if your version’s invoice form lacks some of the fields related to
products. The top portion of the invoice is called the invoice header, into which you enter
basic information. The middle section, where you place the billing items, is called the
line item section. The bottom section, called the footer, holds the totals and other details
(such as customer messages). You enter data into the fields in each invoice section.
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Entering Basic Information in the Invoice Header

To create an invoice, start with the customer or the job. Click the arrow to the right of
the Customer:Job field to see a list of all your customers. If you've attached jobs to any
customers, those jobs are listed under the customer name. Select the customer or job
for this invoice. If the customer isn't in the system, choose <Add New> to open a new
customer window and enter all the data required for setting up a customer:

Date field By default, today’s date shows in the Date field. To change it, either
type in a new date or click the calendar icon at the right side of the field to select
a date. When you change the date, the new date appears automatically in each
invoice you create during this QuickBooks session. You can tell QuickBooks to
use the current date as the default date when creating a new invoice by choosing
Edit | Preferences, and in the General category of the Preferences window (in the
My Preferences tab), select the option Use Today’s Date As Default instead of the
default option, Use The Last Entered Date As Default. The first time you enter an
invoice, fill in the invoice number you want to use as a starting point. Hereafter,
QuickBooks will increment that number for each ensuing invoice.

Bill To and Ship To addresses These are taken from the customer record. You
can select another Ship To address from the drop-down list or add a new Ship

To address by choosing <Add New> from the list. If you enter or change any
information about a customer while creating an invoice, QuickBooks offers to add
the information to the customer record when you save the invoice. If the change is
permanent, click Yes to eliminate having to go to the customer record to make the
changes. If the change is for this invoice only, click No. If you never make permanent
changes, tell QuickBooks to turn off this feature by changing the option: click Edit |
Preferences | General | Company Preferences. Then select the option Never Update
Name Information When Saving Transactions.

P.O. Number Enter the customer’s purchase order number (if any) in this field.
You can also click the Attach File icon, located at the top of the Invoice window, to
scan and store an online copy of the customer’s purchase order.

Terms This field fills in automatically with the terms you entered for this customer,
but you can change the terms for this invoice. If terms don’t automatically appear, it
means you didn’t enter that information in the customer record. If you enter it now,
when you save the invoice, QuickBooks offers to make the entry the new default for
this customer by adding it to the customer record.

Rep The Rep field (available by default in the Product template, but it can be
added to any template) will automatically fill in the salesperson attached to this
customer. If you didn’t link a salesperson when you filled out the customer record,
you can click the arrow next to the field and choose a name from the drop-down
list. If the rep you want to use doesn't exist in the list, you can select <Add New> to
add the rep on the fly.
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The following fields are available only in the Product and Packing Slip templates:

o Ship This is for the ship date, which defaults to the invoice date, but it can be
changed if you're not shipping until a later date.

o Via This is for the shipping method. Click the arrow next to the field to see the
available shipping choices or select <Add New>.

o FO.B. Some companies use this field to indicate the point at which the shipping
costs are transferred to the buyer and the assumption of a completed sale takes
place. If you use Free On Board (FOB), you can enter the applicable data in the
field; it has no impact on your QuickBooks financial records and is there for your
convenience only.

» Small Business Recommendation

QuickBooks works well with alphanumeric invoice numbers. For example, if the previously

saved invoice number is R-0001, the next invoice number will be R-0002. But suppose, for
example, that you run a contracting business and you'd like your residential invoices to have the
numbering scheme “R-0001” and your commercial invoices to use “C-0001,” and you don't
want to change the numbering scheme manually each time. Consider creating a second accounts
receivable (A/R) account to enable you to maintain the different numbering schemes easily when
creating an invoice. If this is your choice, the top of the Invoice window has a field to select the
A/R accountyou want to use for this transaction. Remember that you must select the same A/R
account when it comes time fo receive payment for the invoice.

Entering Line Items

Click in the first column of the line item section. If youre using the Product invoice
template, this column is Quantity. If you're using the Professional or Service invoice
template, the first column is Item. Enter the quantity of the first item you're invoicing.

An arrow appears on the right edge of the Item Code column. Click it to see a list of
your items and select the one you need. The description and price fill in automatically
using the item information. If you didn't include description and/or price information
when you created the item, enter it manually now. QuickBooks does the math, and the
Amount column displays the total of the quantity times the price. If the item and the
customer are both liable for tax, the Tax column displays “Tax” Repeat this process to add
all the items that should appear on this invoice. You can add as many rows of items as you
need; if you run out of room, QuickBooks automatically adds pages to your invoice.

QuickBooks checks the quantity on hand (QOH) for inventory line items and warns
you if you don't have enough inventory to fill the sale. It’s a warning only; QuickBooks
lets you complete the sale anyway. It’s never a good idea to sell into negative QOH,
however, as doing so can affect the average cost of that item.
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Applying Price Levels

If you've enabled price levels in Preferences and created entries in your Price Level list,
you can change the amount of any line item by applying a price level. Most of the time,
your price levels are a percentage by which to lower (discount) the price, but you may
also have created price levels that increase the price. If you have already assigned a price
level to this customer, the appropriate price shows up automatically.

If not, to assign a price level, click within the Price Each column to display an arrow.
Click the arrow to see a drop-down list of price level items, and select the one you want
to apply to this item. QuickBooks performs the math, so you not only see the name of
your price level, but you also see the resulting item price for each price level. After you
select a price level, QuickBooks changes the amount youre charging the customer for
the item and adjusts the amount of the total for this item. The customer sees only the
price on the invoice; there’s no indication that you've adjusted the price. This is different
from applying a discount to a price, where a line item exists to identify the discount.

Using Discounts

You can also adjust the invoice by applying discounts. Discounts are entered as line
items, so the discount item has to first exist in your Item List. When you enter a
discount, its amount (usually a percentage) is applied to the line item immediately
preceding it. For example, suppose you have already entered the following line items:

« Line 1: Qty of 1 for an item with a price of $100.00 for a total line item
price of $100.00

« Line 2: Qty of 2 for another item with a price of $40.00 for a total line item
price of $80.00

Now you want to give the customer a 10 percent discount, so you've created a 10 percent
discount item in your Item List. When you enter the discount item on the line immediately
after line 2, QuickBooks will calculate the discount value as 10 percent of the last line you
entered, in this case the $80.00, for an $8.00 discount.

Using Subtotals

You can apply a discount against multiple (or all) line items; however, you must first
enter a line item that creates a subtotal of items you want to discount. To do this, use a
Subtotal item type that you've created in your Item List. Then enter the discount item as
the next line item after the subtotal, and the discount is then applied to the subtotal.

Subtotals work by adding up all the line items that have been entered after the last
Subtotal item (the first Subtotal item adds up all line items starting at the first line item
on the invoice). This gives you the added benefit of offering a discount to some line
items but not others and the ability to apply a different discount rate to each group
of subtotaled items. Because discounts display on the invoice, your “generosity” is
communicated to the customer!
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The Footer Section

When you're finished entering all the line items and any discounts, you'll see that
QuickBooks keeps a running total of the invoice, including taxes, in the footer section
of the invoice.

Adding a Message

To add a message to the invoice, click the arrow in the Customer Message field to see
the messages you created in the Customer Message list. You can create a new message
if you don’t want to use any of the existing text by choosing <Add New> from the
message drop-down list and entering your text in the New Customer Message window.
Click OK to enter the message in the invoice. QuickBooks saves the message in the
Customer Message list so you can use it again. You can also type the message directly
in the Customer Message field and press the TaB key, which opens a Customer Message
Not Found dialog that offers you the chance to do a Quick Add to put your new
message in the Customer Message list.

Adding a Memo

You can add text to the Memo field at the bottom of the invoice. This text does not print
on the invoice. It appears only on the screen, but you’ll see it if you reopen this invoice
to view or edit it. However, the memo text does appear on statements next to the listing
for this invoice. Therefore, be careful about the text you use, and don’t enter anything
you wouldn’t want the customer to see unless you never send statements.

Saving an Invoice

Click Save & New to save this invoice and move on to the next blank invoice form. If
this is the last invoice you're creating, click Save & Close to save this invoice and close
the Create Invoices window.

Small Business Tip Consider taking the time to create a custom
invoice (see how in Chapter 14), that includes your logo. If you have the
in-house capability to print in color, consider using color to enhance
your forms.

Choosing the Method of Sending the Invoice

There are several ways to get an invoice into the hands of your customer, as shown in
Table 4-1.
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Method Process

Print each invoice as it's completed. Click the Print button on the Main tab of the Create Invoices window to
open the Print One Invoice window from which you can select your printer,
set additional print options, and print a single invoice.

E-mail each invoice as it's completed. Click the Email button on the Main tab of the Create Invoices window. The
way your invoice is sent will depend on the send method and template you
selected in Company Preferences.

Print your invoices later. Select the Print Later option to print this invoice in a batch along with other
invoices marked Print Later. When you're ready to print the batch, click the
down arrow below the Print button on the Main tab of the Create Invoices
window and select Batch.

E-mail your invoices later. Select the Email Later option to add this invoice to a batch of other invoices
to send by e-mail. When you're ready to e-mail the batch, click the down
arrow below the Email button and select Batch. The Send Forms window
opens, where you can also edit the e-mail to go with your invoices.

TABLE 4-1 Invoice Delivery Options

Small Business Tip In the General section of the Preferences window is
a default setting that automatically saves a transaction (such as an invoice or
check) before printing. It's best not to turn off this default setting. It’s a good
business practice to save a transaction before you print it.

l Edit an Invoice

To edit or correct an invoice, open the Create Invoices window and click the left-
pointing blue arrow button located on the Main tab to move back through all the
previous invoices in your file. If you have a large number of invoices to sort through, it’s
faster to click the Find button located just below the blue arrows. In the Find Invoices
window, you can search by the customer, date, invoice number, or amount. When
you're editing a previously entered invoice, keep the following in mind:

« Don’t change anything if an invoice has been paid or mailed, unless you want to
edit the text in the Memo field.

o Ifthe invoice has not yet been sent, you can make any changes you want.

When you click Save & Close, QuickBooks displays a message dialog asking whether
you want to save the changes you made. Click Yes.
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Mark an Invoice as Pending

Marking an invoice as “pending” makes it nonposting, which means that it does not
affect your account balances or reports. Some companies require approval before
invoices are sent to customers. If so, marking them as pending is a great way to make
them available to the appropriate person for review, editing, and final approval.

To mark an invoice as pending, click the Mark As Pending button on the Main tab
in the Create Invoices window. A watermark appears indicating that the invoice is now
Pending/Non-Posting. Similarly, to mark an invoice as final, click the Mark As Final
button. The Pending Sales report lists all invoices currently marked as pending as well as
the accounts that will be affected once the pending status is removed and the invoice is
considered final. To run this report from the Reports menu, choose Sales | Pending Sales.

Void and Delete Invoices

There’s an important difference between voiding and deleting an invoice. Voiding an
invoice makes it nonexistent to your accounting and customer balances. However, the
invoice number continues to exist (it's marked “VOID” on reports) so you can account
for it. To void an invoice, open it, and on the Main tab in the Create Invoices window,
select the Void option from the drop-down arrow below the Delete button. Then click
Save. When QuickBooks asks if you want to record your change, click Yes.

Deleting an invoice, on the other hand, removes all traces of it from your transaction
registers and most reports (with the exception of the Audit Trail report). To delete an
invoice, open it and click the Delete button on the Main tab in the Create Invoices window.
Then click Save. When QuickBooks asks if you want to record your change, click Yes.

Small Business Tip QuickBooks tracks transactions that you void,
unvoid (a voided transaction that you decide to re-enter into QuickBooks), or
delete, and it displays them in two reports: the Voided/Deleted Transactions
Summary report and the Voided/Deleted Transactions Detail reports. You

can access these reports by selecting Reports | Accountant & Taxes | Voided/
Deleted Transactions Summary (or Detail).

! Print Packing Slips

QuickBooks provides a template for a packing slip, which is basically an invoice that
doesn't display prices. To print the default packing slip, complete the invoice. Then
click the arrow below the Print icon at the top of the Create Invoices window and select
Packing Slip from the drop-down list. The Print Packing Slip dialog opens so you can
select your printing options.
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Changing the Default Packing Slip

If you create your own customized packing slip template, you can select it each time
you print a packing slip, or you can make that new form the default packing slip by
choosing Edit | Preferences to open the Preferences dialog.

Go to the Sales & Customers category and click the Company Preferences tab. In
the Choose Template For Invoice Packing Slip field, select your new packing slip form
from the drop-down list and click OK. If you have multiple packing slips, you can
choose any of them for printing. Instead of selecting Print Packing Slip from the Print
button’s drop-down list in the Create Invoices window, select a packing slip template
from the drop-down list in the Template field. The Create Invoices window changes to
display the packing slip. To see what the printed version of the packing slip looks like,
click the arrow below the Print icon on the Create Invoices window toolbar and choose
Preview. Close the Preview window and return to the Create Invoices window to print
the packing slip.

l Batch

and Memorize Invoices

If your company charges the same monthly fee to several of your customers, batch
invoicing gives you an easy way to create and send the same invoice to these customers.
You can also choose to create a billing group and add customer names to that group if
those customers will need to be invoiced for a similar service in the future.

To batch invoices, follow these steps:

1. From the Main tab on the Create Invoices window, or from the Customers menu,
click the Create A Batch button. You’'ll see a reminder about updating your customer
information. Review and click OK.

2. From the Batch Invoice window, select the names of customers for whom you want
to create an invoice (you can also hold down the sHIFT key and select multiple,
contiguous customer names), and then click the Add button to include them in this
batch. Alternatively, you can create a billing group (by selecting <Add New> from
the Billing Group drop-down list) to which you can add customers in the same
manner. Click Next.

3. Select the items for your batch invoice, add a customer message, and update the
invoice date and template if necessary. Click Next.

4. Review the list of batch invoices to be created. You can deselect a customer to
prevent them from receiving an invoice in this batch by clicking the check mark
next to their name in the Select column. Click the Create Invoices button.

5. Review the Batch Invoice Summary window to confirm and execute the send
methods (either Print or Email) of the invoices in the batch. Click Close when
finished or to send any unmarked (meaning there’s no send method in the
customer record) invoices later.
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Use Memorized (Recurring) Invoices

If you have a recurring invoice, such as rent from tenants, you can automate the process
of creating it. Create the first invoice, filling out all the fields. If there are any fields that
will change, leave those fields blank and fill them out each time you send the invoice.
Then press CTRL-M to open the Memorize Transaction dialog.

Fill in the fields using the following guidelines:

o Name Change the title in the Name box to reflect what you've done. It’s easiest
to add a word or phrase to the default title, such as “Retainer” You can enter up to
31 characters, including spaces.

+ Add To My Reminders List Choose this option, and then specify how and when
you want to be reminded in the How Often and Next Date fields. The reminder
appears in the QuickBooks Reminder window. Choose Do Not Remind Me if you
have a great memory, or if you use this memorized invoice only for special occasions.

o Automate Transaction Entry Choose this option if you want QuickBooks to
issue this invoice automatically. If you opt for automatic issuing of this invoice, you
must fill in the fields so that QuickBooks performs the task accurately, as follows:

o How Often Specify the interval for this invoice. Click the arrow to see the
drop-down list and choose the option you need.

o Next Date Note the next instance of this invoice.
» Number Remaining Start a countdown for a specified number of invoices.

+ Days In Advance To Enter  Specify the number of days in advance of the Next
Date field you want QuickBooks to create the invoice.

Click OK when you have finished filling out the dialog. Then click Save & Close in
the Invoice window to save the transaction. If you want to view, edit, or remove the
transaction, you can select it from the Memorized Transaction List, which you open by
pressing CTRL-T.

Creating Memorized Invoice Groups

If you have several memorized invoices that need to go out on a particular day of the
month, you can create a separate Memorized Transaction group, and QuickBooks
automatically takes action on every invoice in the list on the day that you specify. To use
this feature, follow these steps:

1. From any location within QuickBooks, press cTRL-T to display the Memorized
Transaction List. Right-click any blank spot in the Memorized Transaction window
and choose New Group from the shortcut menu.

2. Inthe New Memorized Transaction Group window, give this group a name (such
as 1st Of Month or 15th Of Month).

3. Fill out the fields to specify the way you want the invoices in this group to be
handled and click OK to save this group.

101
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After you create the group, you can add memorized transactions to it as follows:

1. In the Memorized Transaction List window, select the first memorized invoice
transaction you want to add to the group.

2. Right-click and choose Edit Memorized Transaction from the shortcut menu.
3. When the Schedule Memorized Transaction window opens with this transaction
displayed, select the option named Add To Group.

4. Select the group from the list that appears when you click the arrow next to the
Group Name field and click OK.

Repeat this process for each invoice you want to add to the group. As you create
future memorized invoices, just select the Add To Group option to add each invoice to
the appropriate group.

» Small Business Recommendation

If your company accepts retainers or deposit from clients for future work, ensure you track them
correctly. It is also important to create a distinct job for each different prepayment or retainer.

1. Create an Other Current Liability account named Retainers or Customer Deposits.

2. Create an Other Charge item and in the Income field, enter the appropriate liability name
(Retainer, Customer Deposit, efc.).

3. Create a custom invoice containing only item, description, and amount columns. You can
even rename this template “Retainer” or “Customer Prepayment.” Use this template as
acknowledgement of the funds that the customer prepaid.

4. Then, when you have completed the job for which the customer paid in advance, create
an invoice. Then create a credit memo in the amount of the retainer. Apply this credit
memo to the regular invoice. When you complete the invoice, the customer will see the
retainer applied.

l Issue Credits and Refunds

You can return funds to a customer in the form of a credit against current or future
balances, or you can write a check to refund money you received from the customer.
Creating a credit memo is similar to creating an invoice. You can use the credit memo
either to reduce a customer’s balance or issue a cash refund to them. What’s more,
QuickBooks makes it easy for you to issue a credit against a particular invoice or retain
it as an available credit to be used on a future date.
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Creating a Credit Memo Against an Invoice

If you've sold merchandise to a customer on an invoice and later they return some or
all of the items, you can issue a credit memo directly from the original invoice. This
feature also saves you from having to re-enter the item information a second time on
the credit memo.

To issue a credit memo, locate and open the original invoice. Click the Refund
/Credit button on the Main tab to create a return receipt for this invoice. All items from
the invoice are listed on the newly created credit memo. From here, you can edit the
line items as needed. When you save the credit memo, QuickBooks asks you to specify
the way you want to apply the credit amount.

Creating a Credit Memo Without a Previous Invoice

To create a credit memo (also referred to as a return receipt) that is not attached to a
particular invoice, choose Customers | Create Credit Memos/Refunds from the menu
bar to open a blank Create Credit Memos/Refunds window. Select the appropriate
customer or job, and then fill out the rest of the heading. Move to the line item section
and enter the item, the quantity, and the rate for each item in this credit memo. Do not
use a minus sign, as you have already indicated this is a credit.

On the Main tab, you can use one of two buttons to designate how to use this credit—
Use Credit To Give Refund or Use Credit To Apply To Invoice. Alternatively, when you
click Save & Close to save the credit memo, QuickBooks asks you to specify the way you
want to apply the credit amount.

Applying Credit Memos

When you save the credit memo, QuickBooks displays an Available Credit dialog, where
you can choose the way you want to apply this credit:

o Retaining the credit Choose Retain As An Available Credit to let the credit
amount stay with the customer. You can apply the credit to a future invoice or
apply it to a current open invoice later if the customer sends a payment that
deducts the credit.

o Applying the credit to an invoice Choose Apply To An Invoice to apply the
credit to a current invoice. When you click OK, QuickBooks displays a list of open
invoices for this customer or job and automatically applies the credit against the
oldest invoice. Click Done to save the transaction.

o+ Giving a refund for the credit Choose Give A Refund to give money back to
the customer. When you click OK, the Issue A Refund window opens. Use the
following guidelines to configure the Issue A Refund window:

o In the Issue This Refund Via field, select the method for the refund from the
drop-down list (Cash, Check, or Credit Card). If you choose Cash or Check, be
sure to select the appropriate bank account in the Account field.
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o If you choose Check, the dialog adds an option labeled To Be Printed, which is
selected by default. If you print checks, leave the check mark in the check box,
and click OK. The check is added to the list of checks to be printed when you
choose File | Print Forms | Checks. (The check also appears in the bank account
register with the notation “To Print.”)

o If you write checks manually, deselect the check mark in the To Be Printed
check box, enter the check number you’ll be using, and click OK. The check is
added to your bank account register, using the next available check number.

« If you choose Credit Card, follow the usual procedure for creating a credit card
transaction.

Using Estimates

If you create estimates for some of your customers, they can be used as the basis for
an invoice (or multiple invoices if you choose to send invoices as the job progresses).
Estimates are also a great way for you to create a “budget” for the job on which you're
bidding, since there are some comprehensive job reports in QuickBooks that help you
keep track of actual job income and costs versus what was initially estimated. Estimates
are available only if you enable them in the Jobs & Estimates section of the Preferences
dialog (Edit | Preferences).

Creating an Estimate

The first and most important thing to understand is that creating an estimate doesnt
affect your financial records. No amounts in the estimate post to income, accounts
receivable, or any other general ledger account.

To create an estimate, choose Customers | Create Estimates from the menu bar. The
Create Estimates transaction window has nearly the same navigation and task buttons
as the Create Invoices window, including an informational panel to the right. Clicking
the Full Screen icon at the top-right of the window closes the panel. Fill out the fields
the same way you would for invoices.

Some estimate templates permit you to invoice customers with a markup over cost
(such as the built-in Custom Estimate template). This is often the approach used for
time and materials on bids. Just enter the cost and indicate the markup in dollars or
percentage. If you decide to change the total of the item, QuickBooks will change the
markup to make sure the math is correct.

If the item you use has been set up with both a cost and price, the Custom Estimate
template displays both the cost and the price and automatically calculates the markup
percentage for you. You can change the markup (as either a percentage or dollar amount)
if you wish and the new price will appear in the Total column. If the item you use has
only a price associated with it, the estimate uses that price as the cost on which the
markup is calculated.
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The Markup field is displayed only on the screen version of the estimate; this column
doesn’t appear on the printed version. And if you've created price levels, they’ll appear
in the Markup field for easy selection.

Creating Multiple Estimates for a Job

You can create multiple estimates for a customer or a job. You can create an estimate for
each phase of the job or create multiple estimates with different prices. Of course, that
means each estimate has different contents. When you create multiple estimates for the
same job, they remain active (or open) by default. If a customer rejects any estimates,
you can either delete them or click the Mark As Inactive button on the Main tab of the
Create Estimates window—effectively closing the estimate.

Copying and Memorizing Estimates

A quick way to create multiple estimates with slightly different contents is to make copies
of the original. Click the Create A Copy button on the Main tab while the estimate you
want to copy is displayed in your QuickBooks window. You can also right-click in the
estimate header and choose Duplicate Estimate from the shortcut menu to accomplish
the same thing. The Estimate # field changes to the next number, while everything else
remains the same. Make the required changes, and then click Save & Close.

If you frequently present the same estimated items to multiple customers, you can
use the Memorized Transaction feature to create boilerplate estimates for future use.
QuickBooks removes the name when memorizing the document so you can easily use
it for other jobs. First, create an estimate, filling in the items that belong in it. Don’t
fill in amounts that usually change (such as quantities, or even prices). Then click the
Memorize button on the Main tab (or press CTRL-M) to memorize the estimate. To fill
out the Memorize Transaction dialog, give the estimate a name that reminds you of its
contents, select the option Do Not Remind Me, and click OK to close the dialog.

To use this boilerplate estimate, press CTRL-T or choose Lists | Memorized Transaction
List to open the Memorized Transaction List. Double-click the estimate, fill in the
Customer:Job information and any pricing information that’s not automatically included,
and then save it. The memorized estimate isn’t changed; only the new estimate is saved.

! Create Progress Billing Invoices

If you've enabled estimates and progress billing in the Jobs & Estimates category of the
Preferences dialog (reached by choosing Edit | Preferences), you can use the Progress
Invoice template to invoice your customers as each invoicing milestone arrives.

Choosing the Estimated Job

Progress invoices are connected to an estimate for a customer or job. Open the Create
Invoices window, select Progress Invoice from the Template drop-down list, and choose
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the customer or job for which you're creating the progress invoice. Because you've
enabled estimates in Preferences, the system checks the customer record to see if any
estimates for this customer or job exist and, if so, presents them.

Select the estimate you're invoicing against and click OK. QuickBooks then asks
you to specify what to include on the invoice. Fill out the dialog using the following
guidelines:

 You can create an invoice for the whole job, 100 percent of the estimate, or for a
specific percentage. The percentage usually depends upon the agreement you have
with your customer. When the line items appear, you can edit individual items.

+ You can create an invoice that covers only certain items on the estimate, or you can
create an invoice that has a different percentage for each item on the estimate. This
is the approach to use if you're billing for completed work on a job that involves a
number of distinct tasks. Some of the work listed on the estimate may be finished
and other work not started, and the various items listed on the estimate may be at
different points of completion.

After you've created the first progress billing invoice for an estimate, a new option
is available for subsequent invoices. That option is to bill for all remaining amounts in
the estimate (it replaces the 100 percent option). This is generally reserved for your last
invoice, and it saves you the trouble of figuring out which percentages of which items
have already been invoiced.

The items and prices in the estimate can be changed as can any other amounts or
quantities while you're creating the invoice. Ultimately, however, your ability to invoice
for amounts that differ from the estimate depends on your agreement with the customer.

Entering Progress Invoice Line Items

After you choose your progress billing method and click OK, QuickBooks automatically
fills in the line item section of the invoice based on the method you selected. If you
chose to invoice a percentage of the estimate’s total, the amount of every line item on
the estimate reflects that percentage. This doesn’t work very well for lines that have
products (it’s hard to sell a percentage of a physical product). You can leave the invoice
as is because the customer will probably understand that this is a progress invoice, or
you can make changes to the invoice.

In addition, the line items for services rendered may not be totally accurate. For
example, some of the line items may contain service categories that aren’t at the same
percentage of completion as others.

To change the invoice and keep a history of the changes against the estimate, don't
just make changes to the line items on the invoice. Instead, click the Progress icon
on the Main tab of the Create Invoices window. This opens a dialog in which you can
change the line items. You can change the quantity, rate, or percentage of completion for
any individual line item.
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Click OK when you have finished making your adjustments. You return to the invoice
form, where the amounts on the line items have changed to match the adjustments
you made. Click Save & New to save this invoice and move on to the next invoice, or
click Save & Close to save this invoice and close the Create Invoices window. Using this
method to change a line item keeps the history of your estimate and invoices intact, as
opposed to making changes in the amounts directly on the invoice form, which does not
create a good audit trail.

l Invoice Customers for Reimbursable Expenses

When you pay vendors, some purchases may be made on behalf of a customer, or they
may be purchases needed to complete a job. When you create a vendor bill or write a
check to a vendor, you can specify expenses as reimbursable and link those expenses to
a specific customer or job. You can automatically invoice customers for those expenses.
In addition, you can link mileage costs and time costs (for employees or subcontractors)
to customers and automatically invoice customers for those expenses.

Any amounts you link to a customer are saved in the customer record, and you
can collect the money by adding those amounts to the next invoice you create for that
customer or create an invoice specifically to collect these reimbursable expenses.

Configuring Reimbursement Settings

In addition to enabling the option to track reimbursable costs when entering vendor
transactions, QuickBooks gives you options for invoicing customers when you want
to recover your reimbursable expenses. To set your own preference, choose Edit |
Preferences and select the Sales & Customers category in the left pane. In the My
Preferences tab, select one of the following options:

o Prompt For Time/Costs To Add Choose this option to open the Choose Billable
Time And Costs dialog. Select this option if you always (or almost always) collect
reimbursable costs from customers.

o Don't Add Any This option prevents the automatic display of the Choose Billable
Time And Costs dialog. Choose this option if you collect reimbursable expenses
periodically on separate invoices.

o Ask What To Do  Select this option to tell QuickBooks to ask you what you want

to do whenever you create a sales transaction for a customer with outstanding
reimbursable costs.

Creating a Transaction for Reimbursable Expenses

When you're creating a sales transaction for a customer that has outstanding reimbursable
costs, QuickBooks uses the preference you set to determine how to manage those costs.
If you selected the preference Prompt For Time/Costs To Add, when you select the



108 + PARTTWO DAILY OPERATIONS USING QUICKBOOKS

customer, QuickBooks displays the current reimbursable expenses so you can select those
you want to include in the current transaction. If you selected the preference Don’t Add
Any, the invoice or sales receipt transaction window opens as usual. If you want to check
for reimbursable costs for this customer and then decide whether you want to recover any
of them, click the Add Time/Costs button on the Main tab above the transaction form.
When the Choose Billable Time And Costs dialog opens, you can see if there are any
reimbursable expenses you want to collect from your customer.

If you selected the preference Ask What To Do, when you select a customer that has
unpaid reimbursable costs in the transaction window, QuickBooks displays a dialog
asking how you want to handle those amounts. Your response determines whether the
Choose Billable Time And Costs dialog opens automatically.

Adding Expenses to the Sales Transaction

To collect expenses, also called reimbursable costs, from a customer, select those costs
from the Choose Billable Time And Costs dialog. Each type of expense is displayed in
its own tab, and you’ll need to review each tab to see if any amounts exist. Unfortunately,
the amount displayed on each tab doesnt help you head for the appropriate tab; all the
amounts are set at $0.00 until you actually select amounts to add to the sales transaction.
So start clicking each tab to find reimbursable expenses to transfer to the transaction.
When you find a tab that has contents, click in the leftmost column to place a check
mark next to the expense(s) you want to include.

Click OK to move the item(s) to the transaction window to join any other items
youre entering in that transaction. You may find reimbursable expenses on more than
one tab, so you have to check each tab. QuickBooks automatically transfers the selected
reimbursable costs to the invoice. The description of the reimbursable expenses that
appears on the invoice is taken from the text you entered in the Memo column when
you entered a bill or created a check for this vendor. If you didn’t use the Memo column
on the Enter Bills or Write Check window, you’ll have to enter text manually in the
Description column of the invoice. Otherwise, the customer sees only an amount and
no explanation of what it’s for. (The description of mileage or item costs is taken from
the Description field of the item you configured.)

Adding Taxes to Reimbursable Expenses If an expense is taxable and the
customer is not tax exempt, choose the option Selected Expenses Are Taxable.

When the expenses are passed to the invoice, the appropriate taxes are applied. If

you select the taxable option and the customer is tax exempt, QuickBooks won’t add
the sales tax to the invoice. If some expenses are taxable and others aren’t, you have to
separate the process of moving items to the invoice. First, deselect each nontaxable
expense by clicking its check mark to remove it (it’s a toggle). Click OK to put those
expenses on the invoice. Then return to the Choose Billable Time And Costs window,
put a check mark next to each nontaxable expense, deselect the Selected Expenses Are
Taxable option, and click OK.
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Omitting the Details on the Invoice Each of the tabs has the option Print
Selected Time And Costs As One Invoice Item. When you click OK and view the
results in the invoice, you still see each individual item. You're not imagining things.
The screen version of the invoice continues to display the individual items. However,
when you print the invoice, you'll see a single line item with the correct total in the
Amount column. QuickBooks changes the format of the printed invoice to eliminate
the details but doesn’t change the data in the onscreen version of the invoice. This
means you can open the invoice later and see the detailed items, which is handy when
the customer calls to ask, “What’s this reimbursable expense item on my bill?”

Excluding a Reimbursable Expense If you have some reason to exclude one or
more expenses from the current invoice, just avoid putting a check mark in the
column. The item remains in the system and shows up on the Choose Billable Time
And Costs window the next time you open it. You can add the item to the customer’s
invoice in the future.

Changing the Amount of a Reimbursable Expense To change the amount

of a reimbursable expense, select the amount in the Amount column of the Choose
Billable Time And Costs window on the Expenses tab, and enter the new figure. If you
reduce the amount, QuickBooks does not keep the remaining amount on the Choose
Billable Time And Costs window. You won’t see it again, because QuickBooks assumes
that you’re not planning to pass the remaining amount to your customer in the future.

Small Business Tip |If you void or delete a saved sales transaction that
contains reimbursable expenses, these expenses are not automatically made
“billable” again. You'll need to go to the original expense transaction and click
the Invoice icon in the Billable column to make it available to invoice again.

l QuickBooks Printer Setup

The transactions that you create in QuickBooks need to be delivered to your customers,
vendors, or employees. In some cases, the delivery method is in the form of a printed
document; in other cases, transactions are sent electronically. This section covers your
options for both sending and storing these business-critical forms and documents.

If you choose to send printed versions of your documents, you have to link each
type of document you print to a specific printer and then configure the way the printer
processes each document type. Choose File | Printer Setup to begin. The Printer Setup
dialog opens with the drop-down list of the Form Name field displayed. Select the form
you want to print.

The form type you select determines the contents of the Printer Setup dialog; the
tabs, fields, and options vary depending on the form. Many of the forms you print come
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out of the printer perfectly with little or no adjustment; however, you'll need to tweak
some forms (such as checks) to make sure the output is what you want it to be. If you
use multiple printers, you can assign specific printers to specific types of forms, and
QuickBooks will always select the appropriate printer when you print those forms.

Choose Form Printing Settings

This section covers setting up forms for printing, with the exception of checks. See
Chapter 6 to learn how to set up check printing. You must assign a printer and assign
settings for the forms you print. Start by selecting the appropriate form in the Form
Name field at the top of the Printer Setup dialog; the fields in the dialog change to
match the needs of the form you selected:

o Choosing a printer for a form The drop-down list in the Printer Name field
displays the printers installed on your computer. Select the appropriate printer for
this form.

o Selecting the paper for printing a form For transaction forms, the setup offers
three types of paper: Intuit preprinted forms, blank paper, and letterhead.

o Intuit preprinted forms You can order these forms from Intuit or your
favorite supplier that carries QuickBooks forms. All the fields are preprinted
and aligned to match the way QuickBooks prints the form. When you print,
only the data prints, not the field names.

o Blank paper If you use blank paper to print transaction forms, QuickBooks
prints your company name and address at the top of the paper and prints the
field names in addition to the data. Lines to separate fields and columns are
also printed.

o Letterhead This setting is the same as the Blank Paper setting, except
QuickBooks does not print the company name and address information
at the top, and the top of the form begins printing two inches below the
top of the paper to make sure the data doesn’t print over your preprinted
letterhead text.

Fine-Tuning the Alignment for Printing Forms

To make sure that everything prints in the right place or to change the position of the
printed output, you can fine-tune the alignment of text. Although it's important to do
this if you're using preprinted forms, it doesn’t hurt to check the way the printout looks
on blank paper or letterhead.

Click Align to open the Align Printer dialog. Choose the template that you want
to work with and click OK. This opens the Fine Alignment dialog, in which you can
print a sample and then move text up, down, left, or right to make adjustments to the
sample printout. Continue to print a sample and make adjustments until the printout
looks the way you want it to. Adjustments affect all the text as a block. You cannot
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adjust individual fields, rows, or other elements in the printed form. So if you adjust the
alignment by moving a field up 14/100th of an inch, for example, everything that prints
on the form moves up 14/100th of an inch.

Printing Forms as PDF Files

QuickBooks automatically installs a PDF printer driver when you install the software.
The printer driver is used by QuickBooks when, for example, you send an invoice or
purchase order via e-mail to customers or vendors. If you want to print your forms as
PDF documents, with the form open, choose File | Save As PDE

Printer Settings vs. Printer Options

When you assign a printer to a specific form and customize the printing setup for that
form, QuickBooks memorizes that selection. If you change printers when you’re ready
to print, the next time you print the same form, QuickBooks returns to the original
printer and printer settings linked to that form type, unless you reconfigure the setup to
change printers.

Every printer has its own set of options to control the way printing occurs. And
when you're ready to print a document, such as an invoice, you can set the printing
options when you print. On the Print dialog, shown in Figure 4-2, is an Options button
that you can click to open an additional dialog with more options for the selected

Print Invoices x

Settings Fonts

Printer name: Brother MFC-8680DMN Printer on USB002 Options... “

Cancel
Printer type: Page-oriented (Single sheets) =
Help
Mote: To install additional printers or to change port
assignments, use the Windows Control Panel. Preview
Printon: ¢ Intuit Preprinted forms. Note: The form Template provides Align
- additional print settings such as Logo
:\ Biank paper. selection. Templates are accessed by
0 Letterhead. selecting Templates from the List menu.

7] Do not print lines around each field.

Mumber of copies: 1—

¥ Collate

FIGURE 4-2 When you tell QuickBooks to print an invoice, it opens the Print dialog.
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printer. You can change the tray (or select manual feed), change the resolution of the
printing, and perform other tweaks.

QuickBooks does not memorize these options; it uses the printers defaults the next
time you print the form type. If you want to make printer options permanent, you must
change the printer configuration in the Windows Printers folder.

Ways to Print Transaction Forms

All of the forms that you create in QuickBooks (such as invoices and checks, for example)
can be printed one at a time, as you create them, or together in a batch. For your
security and the integrity of your QuickBooks file, it’s best to save the transaction
before printing; that way, you have a record of the transaction in your QuickBooks file.
QuickBooks has a default Preference setting that will automatically save the transaction
for you before printing. You can find this option by selecting Edit | Preferences | General.
On the Company Preferences tab, select the Save Transactions Before Printing option. You
can deselect this option setting if you want the ability to print the current transaction
before saving it.

To print the current transaction, click the Print button at the top of the transaction
window. QuickBooks opens the Print dialog. Click Print to send the transaction form
to the selected printer.

Previewing Form Printouts

If you want to see what the printed document will look like, click the arrow below the
Print icon at the top of the document window and select Preview; often, the printed
form differs from the form shown onscreen.

Printing Transaction Forms in Batches

To print transactions in batches, make sure the Print Later check box is selected on each
transaction you create. Then follow these steps to batch-print the documents:

1. Choose File | Print Forms | <Transaction Type> (substitute your transaction type).

2. In the Select <Transaction Type> To Print window, all your unprinted transaction
forms are selected with a check mark. Click the check marks to remove them from
any forms you don’t want to print at this time (it’s a toggle).

3. Click OK to print. A Print <Transaction Type> dialog appears, where you can
change or select printing options. Click Print to begin printing. After sending the
documents to the printer, QuickBooks asks you to confirm that all the documents
printed properly.
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4. If everything printed properly, click OK; if not, in the Confirmation dialog, select
the forms that need to be reprinted and click OK. Then return to the Print Forms
<Transaction Type> dialog, where the forms you selected for reprinting are listed,
so you can continue printing your batch. Of course, before taking this step, you'll
need to unjam the printer, put in a new ink cartridge, or correct any other problem
that caused the original print job to fail.

Small Business Tip Another new feature in QuickBooks Pro,
Premier, Accountant, and Desktop 2016 editions is the ability to clear several
selected forms at once from the Send Forms window. Although this does not
yet work from the Print Forms window, it is a fix from previous years. To use
this feature, from the menu bar, click File | Send Forms. Select Remove and
then Remove Email as seen here. This removes the Email Later choice from
each invoice at the same time and removes all the selected items from the
Send Forms queue.

Select the email(s) you want to send and click Send Now

5 of 5 Selected % 5 email(s) to Send
@ sSEnNDTO TYFE  NUM DATE AMOUNT
1 Project#15 INV 71047 06/01/2019 $150.00
W Project#11 INV 71065 09/28/2019 $7,803.20
& |Project #07 INV 71087 121152019 $43.20
W Project#02 INV 71092 12152019 $263.28
W |Project#12 INV 71075 1213112019 $9,583.10

QuickBooks Email Forms

@ Are you sure you want to remove the selected email?

This could take several minutes if you're removing a lot of email.

Remove Email Cancel

Remove

Help
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Once you have sent invoices to your customers, you hope money will quickly arrive to
pay those invoices. In fact, for most businesses, the most rewarding QuickBooks task is
receiving payments from a customer. QuickBooks gives you the tools you need to make
sure that you apply payments the way your customer intended so that you both have the
same information in your records.

! Your Options for Receiving Customer Payments

In QuickBooks, payments are applied to specific invoices, not to a general balance
forward. You can change how QuickBooks applies payments with just a mouse click or
two, using the following steps:

1. Choose Edit | Preferences and click the Payments icon in the left pane.
2. Move to the Company Preferences tab.
3. In the Receive Payments section, select or deselect options to match your needs:

o Automatically Apply Payments This means that when you enter the amount
you've received from the customer, QuickBooks will automatically pay off
matching invoices, first by amount, and then by the oldest due date.

o Automatically Calculate Payments This tells QuickBooks to let you omit
the amount of the customer’s payment in the transaction window and select
invoices to pay off. QuickBooks adds up the invoice amounts and applies the
total as the customer’s payment. (This assumes the customer has sent a payment
that matches the total.)

o Use Undeposited Funds As A Default Deposit To Account This automatically
posts the payments you receive to the Undeposited Funds account, and from
there you deposit the funds into a bank account. In this way, the deposit amount
shown in the check register matches the total deposit found on your bank
statement.

When a payment arrives from a customer, choose Customers | Receive Payments
to open a Receive Payments window, as shown in Figure 5-1. Note the ribbon bar at
the top of the window that contains three tabs: Main, Reports, and Payments. Each of
these tabs contains buttons that give you easy access to important payment-related tasks
(such as processing credit payments) as well as reports where you can find customer
balance information.
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Main  Reports  Paymenis { A
«*» BX @@= & & B P a@ e @
Find New ODelete | Prinl Emal | Amach Look up AuloApply DiscountsAnd  Hecord y

. . Fle | Customerinveice  Paymend  Credls  Bounced Chock A3 Croon e
Proceessing
Customer Payment B nr.
HeGEIVED FRUM | Dunning's Pool Dep... v =
- BH = = | we
PEYUENT AMOLINT 1,500.00
CASH CHECK Visa e-CHECK =
DATE | 4211512020 =
CHECKS 168877 Where does this payment go?
NATF i NIIMRFR ORIG AMT AMT DUIFE PAYMENT
| 03/25/2020 71061 17,250,00 17,250.00 0.00|*
12152020 T1104 500.00 500.00 0.00
v
Tolals 17.750.00 17.750.00 0.00
AMOUNTS FOR SELECTED INVOICES
AMOUNT DUE 0.00
APPLIFDY 0.00
DISCOUNT AND CRLDITS
AFFLIED o.o0
g’ Save & Close Save & New Clear

FIGURE 5-1 Enter customer payments in the Receive Payments window.

Main Tab in Receive Payments Window

This tab has several icons with which you can find previous payments, enter or delete a
payment, look up invoices, and so on, as seen next.

Receive Payments

Main Reporls Paymenls oA
» B X @2 & & BB P @ Cen Q
rind Mew Dalete Prinl  Email Aftach Look up Un Apply Diecounts And Record

- - File Customerinvoice ~ Payment  Credis  Dounced Check Add Credd Card

To record a payment, follow these steps:

1. Click the arrow to the right of the Received From field and select the customer or
job from the drop-down list.

If you select a customer, the details for the open invoice balance(s) for this customer
display. If the payment is for a job, select the job. The details display for the open
invoice balance(s) for this specific job. If the payment covers multiple jobs, select the
main customer name to see the invoices for all jobs. The details for the open invoice
balance(s) for this customer and jobs display.
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2. In the Payment Amount field, enter the amount of this payment.

3. To select the payment method, click one of the payment method buttons to the
right of the Payment Amount field. If the payment method is a check, enter the
check number in the Check # field that appears. If you have activated credit card
processing and the payment method is a credit card, complete the Card No. and
Exp. Date fields for your records.

4. Ifyou have a merchant account with the QuickBooks Merchant Account Service,
check the Process Payment check box on the Main tab on the Icon Bar.

5. The Memo field at the bottom of the window is optional for any note youd like
attached to this payment.

6. If the Deposit To field is displayed, select the bank account for depositing the payment,
or select Undeposited Funds if you're using that account to receive payments. If the
Deposit To field is not displayed, it means your Payments Preferences are configured
to deposit payments to the Undeposited Funds account automatically, which is the
most often used setting. See “Depositing Payments into Your Bank Account” later in
this chapter to determine which setting works best for your company.

Calculating the Payment and Applying to Invoices

If you've enabled the (default) Automatically Calculate Payments option in the Payments
category of the Preferences dialog, you can skip the Payment Amount field and move

directly to the list of invoices in the Receive Payments window. As you select each invoice
for payment, QuickBooks calculates the total and places it in the Applied [Amount] field.

If you haven’t enabled the option to calculate payments automatically and you select
an invoice listing without entering the amount of the payment first, QuickBooks issues an
error message, telling you that the amount of the payment you're applying is higher than
the amount you entered in the Payment Amount field. In that case, enter the amount of
the payment in the Payment Amount field at the top of the Receive Payments window.

If the customer’s intention isn’t clear, the smart thing to do is contact the customer
to ask how the payment should be applied. You must apply the entire amount of the
customer’s payment. If you are not tracking the customer balance by invoice and are
instead using a balance forward system, just let QuickBooks continue to apply payments
against the oldest invoices.

If the customer payment doesn’t match the amount of any invoice, check to see
whether the customer indicated a specific invoice number for the payment. If a number
is specified, apply the payment against that invoice; if not, let the automatic selection of
the oldest invoice stand.

Depositing Payments into Your Bank Account

If you don’t see the Deposit To field in the Receive Payments window when recording
payments from customers, it means your Payments Preferences setting is set to post
payments automatically to the Undeposited Funds account. To confirm this, select Edit
| Preferences | Payments and look on the Company Preferences tab.
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If you decide to change this setting, use the Deposit To field in the Receive Payments
window to select an account for depositing the payments. You can select a bank account
or select the Undeposited Funds account as seen here.

Billa
q RECEIVE PAYMENTS Cancel
B calendar
Automatically apply -, Automatically — Use Undeposited Funds as a Help
&2 checking payments calculate payments default deposit to account
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p Search Customer & Viendor Profile Lists, and then click Payment Method List.
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% Zervice Connection
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Depositing Cash Receipts into the Undeposited Funds Account

When you enable the automatic use of the Undeposited Funds account (or manually
select that account in the transaction window), each payment you receive is entered
into the account named Undeposited Funds that QuickBooks establishes automatically.

When you finish applying customer payments in QuickBooks and you're ready to
make your bank deposit, you move the money from the Undeposited Funds account
into a bank account by choosing Banking | Make Deposits from the menu bar. Because
the bank statement shows only the total amount of each bank deposit (the payments you
selected for transfer to the bank from the Undeposited Funds account), the Undeposited
Funds account shows each individual payment you received. This matches the monthly
bank statement, making it easier for you to reconcile the account.

Depositing Each Payment Directly into a Bank Account

Depositing each payment directly to the bank means you don’t have to take the extra
step of moving cash receipts from the Undeposited Funds account into the bank account.
However, each payment you receive appears as a separate entry when you reconcile your
bank account.
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For instance, if you receive six payments totaling $10,450.25 and take the checks
to the bank that day, your bank statement shows that amount as one deposit. When
it’s time to reconcile your account and you compare your bank statement to your
QuickBooks bank register, each individual payment is listed in the register. When
added together, these payments should all equal that same amount of $10,450.25, but
you’ll have to select each payment individually, mark it as cleared, and make sure it
matches the bank statement. (See Chapter 7 for detailed instructions on reconciling
bank accounts.)

Handling Underpayments

After you apply the customer’s payment, if it isn’t enough to pay off an existing invoice,
the lower-left corner of the Receive Payments window displays a message that asks
whether you want to leave the underpaid amount as an underpayment or write it

off. To make it easy for you to contact the customer to ask about the reason for the
underpayment, QuickBooks adds a button labeled View Customer Contact Information
that opens to the customer record when clicked.

Small Business Tip If the payment pays all of a current invoice and
a partial payment on an older invoice, click the newer invoice first to clear
that invoice and then the older invoice to enter the amount being paid for it.

If you opt to retain the underpayment, the invoice you selected for payment
remains as a receivable, with a new balance (the original balance minus the payment
you applied). When you click Save & Close (or Save & New), QuickBooks makes the
appropriate postings.

If you select the option to write off the underpayment, when you click Save & Close
or Save & New, QuickBooks opens the Write Off Amount dialog so you can choose
the posting account and, if applicable, apply a class to the transaction, as shown next.
Discuss the account to use for a write-off with your accountant. You can create an
Income or Expense account for this purpose, depending on the way your accountant
wants to track receivables you've decided to forgive.

Totals Write Off Amount *

$ 25.00. Write off $25.00 ta

UNDERPAYMENT

WHEN FINISHED:

Account 4200 - Revenue - Installation ... +

() LEAVE THIS AS AN UNDERFAYMENT _
How do | choose the right account?

fé\ WRITE OFF THE EXTRA AMOUNT

Class [Fustom Pool systems =

Save & Close

VIEW CUSTOMER CONTACT INFORMATION
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Applying Credits to Invoices

You can apply any existing credits to an open invoice, in addition to applying the
payment that arrived. If credits exist, customers may let you know how they want
credits applied, and it's not unusual to find a note written on the copy of the invoice that
the customer sent along with the check that probably represents the net due when the
credit is applied.

When credits exist for the customer or job you select in the Receive Payments
transaction window, QuickBooks displays the credit balance in the Available Credits
field at the bottom of the window. To apply a credit balance to an invoice, click the
Discount And Credits button at the top of the Receive Payments window, which opens
the Discount And Credits dialog. Select the credit(s) you want to apply and click Done.
Depending on the circumstances, QuickBooks handles the credits in several ways:

o The credit total is equal to or less than the unpaid amount of the oldest invoice. This
reduces the balance due on that invoice. If the customer sent a payment that reflects
his net balance due (balance minus unused credits), the invoice has no remaining
balance. If applying the existing credit along with the payment doesn’t pay off the
invoice, the balance due on the invoice is reduced by the total of the payment and
the credit. The amount of the credit is added to the postings for the invoice. This
change affects only the invoice balance and the accounts receivable posting; it
doesn’t change the amount of the payment that’s posted to your bank account.

o The credit total is larger than the amount required to pay off an invoice. If the
customer payment is smaller than the amount of the invoice, but the amount
of credit is larger than the amount needed to pay off the invoice, the balance of
the credit remains available for posting to another invoice. To apply the unapplied
credit balance to another invoice, click Done and select the next invoice in the
Receive Payments window. Then click the Discount And Credits button and apply
the credit balance (or as much of it as you need) against the invoice. Any unused
credits remain for the future.

You should send a statement to the customer to reflect the current new invoice
balances after you have applied the payments and the credits to make sure your records
and your customer’s records match.

Applying Credits to a Different Job

You may encounter a situation in which a customer has already paid the invoices for
a job when the credit is created or has paid for part of the job, exceeding the amount
of the credit. If the customer tells you to apply the entire credit balance to another job
or to float the credit and apply it against the next job, open the credit transaction and
change the job (because a credit can be applied to an invoice for that same job only).
Then apply the credit to an invoice for the job you specified, or tell QuickBooks to
retain it as an available credit that youll apply when payment arrives.
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Applying Discounts for Payments

If you offer your customers terms that include a discount if they pay their bills promptly
(for instance, 2%10 Net30), you should apply the discount to the payment if it’s
applicable. QuickBooks doesn’t apply the discount automatically. Instead, you must
select the invoice (unless QuickBooks automatically selected it in order to apply the
payment) and click the Discount And Credits button to see the Discount And Credits
dialog connected to this invoice.

If the payment arrived by the discount date, QuickBooks inserts the amount of the
discount to use. Accept the amount of the discount and enter a Discount Account.
(See “Posting Discounts to a Sales Discount Account” later in this chapter.) If the payment
did not arrive by the discount date, QuickBooks displays “0.00” as the discount amount,
which can be changed at your discretion. Click Done to return to the Receive Payments
window. You’ll see that QuickBooks has added a discount column and displayed the
discount amount in that column. If the net amount and the customer payment amount
are the same, the invoice is now paid.

Applying Discounts for Untimely Payments

Sometimes customers expect to take the discount even if the payment arrives after the
discount date. You can apply the payment to the invoice and leave a balance due for the
discount amount deducted by the customer, or you can give the customer the discount
even though the payment is late. When you click the Discount And Credits button in
that case, QuickBooks does not automatically fill in the discount amount because the
discount period has now passed. To preserve your goodwill with that customer, simply
enter the amount of the discount manually, select the posting account, and then click
Done to apply the discount to the invoice.

Posting Discounts to a Sales Discount Account

You should create a specific account in your chart of accounts to track the discount
amounts you allow your customers to take. You could post the amounts taken to your
regular sales account, which would have the effect of reducing the total sales reported
in that account. A better approach would be to create a separate account, such as
“Discounts on Sales” (account type should be Income), so you can easily track the
discounts you allow your customers.

Reports and Payment Tabs in the Receive Payments Window

From these tabs, you can create a quick report, see both the history of this transaction
and its underlying journal entries, and view the receipt for a payment that has been
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processed by the QuickBooks service. The Reports tab Icon Bar displays the choices
shown here.

Receive Payments

Main Repuils Paymenls I
Quick i T Ai P d View Open Customer Eales By ltam
Report History Journal  Payment Receipt Invoices Dalance Detail |Hem Detail | Price List

The Payments tab offers the option of subscribing to the credit card processing service.
See “Using E-Invoicing” next for more information.

l Using E-Invoicing

Today, many businesses want to use the Internet to both send invoices and receive
payments. With your subscription, this fee-based service allows your company the
option to do just that. You can opt to use this service by setting the option in Preferences
or on the invoice itself. Again, you must subscribe to the service first. See the link at
http://quickbooks.intuit.com/payments to sign up. (You can still simply e-mail invoices
without using the e-pay service.)

After you have subscribed, you can send invoices using your Outlook or QuickBooks
web mail. The customer will click a link in the e-mail to display your invoice. The
invoice has a Pay Now link with which your customer can pay using the QuickBooks
Payment service if you have a Merchant Agreement with QuickBooks. This fee-based
service allows the customer to pay with Visa, MasterCard, Discover, or American
Express. They can also use an ACH bank transfer from their bank.

l Handling Cash Sales

In QuickBooks, a cash sale is handled via a transaction called a sales receipt. When
entering a sale using a sales receipt, the payment you take can be in the form of cash or
check. If you use a merchant service, such as the one available through QuickBooks,
you can also accept an e-check or credit/debit card. This means you have no accounts
receivable for this transaction. Most restaurants and retail businesses that use QuickBooks
use sales receipts to record their sales.

There are two methods for handling cash sales in QuickBooks:

e Record each cash sale as a separate record. This provides a way to maintain historical
records about those customers in addition to tracking income and inventory.

o Record sales in batches (usually one batch for each business day). This method tracks
income and inventory when you have no desire to maintain historical information
about each customer that pays cash.
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To record a cash sale, choose Customers | Enter Sales Receipts from the menu bar,
which opens the Enter Sales Receipts window.

Entering Cash Sale Data

If you want to track customer information, enter a name in the Customer:Job field or
select the name from the drop-down list. If a customer record doesn't exist, you can add
a new customer by choosing <Add New>.

If you don’t want to track customers, create a customer for cash sales, such as “Cash
Customer.” Even if you use a generic customer name, you can still type in the actual
customer name and address in the Sold To field. (You’ll have to add this field to the
default Sales Receipt template.) In the future, you can run the Sales by Ship to Address
report (Reports | Sales | Sales By Ship To Address) to view a report that shows the
transactions for this generic “cash sale” customer that includes the information you've
entered in the Sold To field.

Use the payment buttons on the Sales Receipt form to indicate the type of payment
being received. From there, the Enter Sales Receipts window works exactly the way it
does for invoices and payments: just fill in the information. To save the record, click the
Save button on the Main tab of the Enter Sales Receipts ribbon bar. You can also click
Save & New to open a new blank record or click Save & Close if you're finished.

Handling Batches of Cash Sales

If you operate a cash business, such as a restaurant, you can batch and enter your cash
transactions on a daily basis. This works only if you don't care about maintaining
information on the customers and no customer expects a printed receipt from QuickBooks.
This technique also works if you have a business in which sales and service personnel
return to the office each day with customer payments in hand. Create a customized
template using the steps described in Chapter 14, with the following guidelines:

o Name the template, for example, “Batch Sales”

o On the Header tab, keep only the Date and Sale Number fields in the header part
of the template.

+ On the Columns tab, deselect all the optional fields, leaving only the Item,
Description, and Amount columns selected.

o On the Footer tab, remove the Message field.

To batch-process cash sales, use the new template with the following procedures:

o Use a customer named “Cash” or “Daily Sales”

o Create a Service type or Other Charge type item called “Daily Sales”

o In the line item section of the sales receipt, you can either use a separate line for
each sale that day or enter the item once to capture the total for the day.

o Click the Save & Close button at the end of the day. If you need to close the window
during the day, you can reopen the Sales Receipt window and click the Previous
button to find that day’s receipt and add to it as needed.
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l Tracking Your Cash Drawer in QuickBooks

If you deal in real cash, have a cash register, and are not using QuickBooks Point of Sale,
consider these steps for keeping track of your cash drawer. (There are two basic ways

to track receipts from cash sales separate from customer payments; choose the one that
best suits your needs).

o Post the cash receipts to the Undeposited Funds account, but deposit those funds
separately from noncash payments when you work in the QuickBooks Payments To
Deposit window.

o Post the cash receipts directly to a new bank account called “Cash in Drawer” (or
something similar). Then, when you empty the drawer and deposit the cash into
your bank account, you can record it in QuickBooks by making a transfer (Banking
| Transfer Funds) from the cash drawer account into the appropriate bank account.

The advantage of having a Cash in Drawer account is that you can match the
contents of the physical till of your cash register to an account in QuickBooks. In a
perfect world, you’ll open the register for the Cash in Drawer account in QuickBooks
and see that it matches your actual drawer count. The world isn't perfect, however, and
sometimes the two amounts will not be equal. To resolve this, refer to the next section,
“Handling the Over and Short Problem.”

Handling the Over and Short Problem

If you literally take cash for cash sales, when you count the money in the till at the
end of the day, you may find that the recorded sales total doesn’t match the cash you
expected to find in the till. Or you may find that the money you posted to deposit
to the bank doesn’t match the amount of money you put into the little blue bag you
took to the bank. One of the problems you face is how to handle this in QuickBooks.
If you post $100.00 in cash sales but have only $99.50 in cash to take to the bank, how
do you handle the missing 50 cents? You can't just post $100.00 to your bank account
(well, you could, but your bank account won't reconcile).

You can easily account for the over/short dilemma in your bookkeeping procedures.
In many cases, by the way, the overs and shorts balance out: short one day, over another.

Creating Over and Short Accounts

To track over/short, you need to have some place to post the discrepancies, which
means you have to create some new accounts in your chart of accounts. Because many
shortages one day become overages the next, you could create just one income account,
“Over/Short,” to track this trend. Or you could create two income accounts, one called
Over and the other called Short. Or you could make an over/short account a parent
account with two subaccounts, Over and Short.
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Creating Over and Short Items

If you track cash sales by tracking batches of sales in a sales receipt transaction, you need
items for your overages and shortages (in QuickBooks, you need items for everything
that’s connected with entering sales data in a transaction window). Create items for
overages and shortages as follows:

 Create two Other Charge items, “Overage” and “Shortage”
o Don't assign a price, and make the items nontaxable.

o Link each item to the appropriate account (or subaccount) that you just created for
Over/Short.

Now that you have the necessary accounts and items, use the Over and Short items
right in the Enter Sales Receipts window to adjust the difference between the amount
of money you’ve accumulated in the cash-sale transactions and the amount of money
you're actually depositing to the bank. It’s your last transaction of the day. Remember to
use a minus sign before the figure when you use the Short item.

l Recording Bank Deposits

When you receive a customer payment or save a sales receipt, by default, QuickBooks
posts the offsetting total on that receipt to the Undeposited Funds account. As you've
been completing the receive payments and cash sales information, QuickBooks has
been keeping a list of these transactions in the Undeposited Funds account. These
transactions remain in Undeposited Funds until you clear them by depositing them
into your bank account.

The Payments to Deposit Window

To tell QuickBooks about the details of your bank deposit, choose Banking | Make
Deposits from the menu bar, which opens the Payments To Deposit window. This
window has several columns:

o Check Mark Use this column to indicate the payments that will be deposited in
this transaction.

o Date/Time These columns indicate the date and time you entered the payment
or cash sale.

o Type PMT is for payment of an invoice, whereas RCPT indicates a cash sale.
o No Ifyou received a check, the check number shows in this column.

o Payment Method The method used to pay: cash, check, credit card, and so on.
o Name The name of the customer who paid you.

o Amount Total amount received.
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When you create a deposit from this window, indicate which items are being
deposited together. For example, if you have four checks and two cash receipts that
add up to $567.22, each item will be part of your deposit, and $567.22 will be the total
showing on your bank statement.

If you have only a few transactions to deposit, select the items you will take to the
bank by clicking their listings to place a check mark in the left column. Click Select All
if you will take all of these payments to the bank for deposit.

Most banks list credit card deposits separately from the deposit total for cash and
checks because credit card deposits are usually made directly to your bank account by
your merchant account bank.

 Separate deposits by bank account If you're depositing money into multiple
bank accounts, select only the transactions that go into the first account. After
you complete the deposit, start this process again and deposit the remaining
transactions into the other account(s).

o Credit card deposits Don't “deposit” credit card payments to QuickBooks until
your merchant bank notifies you that the funds have been placed in your account
or the transfer appears on your bank’s website or your paper statement.

Small Business Tip If your merchant bank deducts fees before
transferring funds, learn how to deposit the net amount in the section
“Calculating Merchant Card Fees,” later in this chapter.

Working in the Make Deposits Window

After you select the appropriate payments (or select all payments), click OK in the
Payments To Deposit window to open the Make Deposits window, shown in Figure 5-2.
Select the bank account you're using for this deposit. Then make sure the date matches
the day you physically deposit the money.

Adding Items to the Deposit

If you want to add deposited items that weren't in the Payments To Deposit window,
click anywhere in the Received From column to make it accessible and select an existing
name by clicking the arrow, or click <Add New> to enter a name that isn’t in your
system. If the source of the check is any entity that isn’t a customer or vendor, you can
either skip the Received From column or add the name to the Other Names list. If you
don’t need to track the entity as a customer or vendor, it’s fine to skip the name.
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FIGURE 5-2 Create deposits in the QuickBooks Make Deposits window.

Press TAB to move to the From Account column and enter the account to which youre
posting this transaction. Table 5-1 shows how to handle some noncustomer deposits. Use
the TAB key to move through the rest of the columns, which are self-explanatory.

Calculating Merchant Card Fees

If your merchant card bank deposits the gross amount of each transaction and charges
your bank account for the total fees due at the end of the month, you don’t have to do
anything special to deposit credit card payments. You can deal with the fees when your

Type of Deposit Account to Use

Bank loan proceeds The liability account for that bank loan. (You can create it here by choosing <Add
New> if the account is not yet set up.) The bank should be in your Vendors list because
you have to write checks to repay the loan.

Money you are putting into Use the owner’s capital account in the Equity section of your chart of accounts.
the company
Refund If a refund for an expense, use the vendor’s name and post the deposit to the same

expense account you used for the original transaction.

Rebate If this deposit is a rebate from a manufacturer instead of a vendor, post the amount to
the original expense account you used when you purchased the item.

TABLE 5-1 Noncustomer Deposit Accounts
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bank statement arrives by entering the fee directly in the bank account register, posting
the amount to the merchant card fee expense account.

If your merchant card bank deducts fees from transactions and deposits the net
proceeds to your account, you’ll need to take a few extra steps to track credit card
transactions and deposit the correct amount:

1. Select the credit card transactions in the Payments To Deposit window—these are
gross amounts, representing the sales price you charged (and the customer paid).
Then click OK to move the payments to the Make Deposits window.

2. In the first empty line below the transactions that were transferred to the Make
Deposits window, click the From Account column and select the account to which
you post merchant card fees.

3. Move to the Amount column and enter the fee as a negative number. Now the
net matches the amount that the merchant card company deposited in your bank
account, and your merchant card expense is posted to the general ledger.

Small Business Tip If you're getting cash back from your deposit,
tell QuickBooks about it directly on the Make Deposits window using the Cash
Back boxes rather than making a journal entry to adjust the total of collected
payments against the total of the bank deposit.

Printing Deposit Slips

To print a deposit slip or a deposit summary, click the Print button at the top of the
Make Deposits window. QuickBooks asks whether you want to print a deposit slip and
summary or just a deposit summary.

If you want to print a deposit slip that your bank will accept, you must order printable
deposit slips. If you order directly from QuickBooks, the QuickBooks deposit slips are
guaranteed to be acceptable to your bank. You must have a laser printer or inkjet printer
to use them. When you print the deposit slip, a tear-oft section at the bottom of the page
has a deposit summary. Keep that section for your own records and take the rest of the
page to the bank along with your money.

If you don’t use QuickBooks deposit slips, select Deposit Summary Only and fill out
your bank deposit slip manually. Be sure to fill out the payment method field (cash or
check), or QuickBooks won’t print the deposit slip.

! Keeping Track of Accounts Receivable

Collecting the money owed to you is likely one of your most important tasks when
running a business. You have to track how much is due to you and from whom and
then devote time and effort to collect it. QuickBooks offers several tools and reports
that give you what you need to manage your accounts receivable efficiently.
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Getting the Most from the Customer Center

In addition to detailed customer information, the Customer Center contains links that
give you quick access to accounts receivable reports and the Income Tracker, a tool that
will help you keep your client balances in check.

The Income Tracker

The Income Tracker shows all the customer-related transactions in your QuickBooks
file. From this list, shown in Figure 5-3, you can review the details of any transaction
by double-clicking it. Use the Income Tracker to take follow-up action on past-due
transactions or outstanding estimates, or just to send an e-mail to stay in touch with a
valued customer.

To access the Income Tracker, follow these steps:

1. Choose Customers | Customer Center or click the Customers icon on the Icon Bar.

2. Click the Income Tracker button at the top of the window to open the Income
Tracker.

At the top of the Income Tracker window are totals for unbilled (open) estimates,
unpaid invoices, overdue invoices, and paid receipts received in the last 30 days.
Clicking the boxes containing these totals quickly filters the list of transactions
displayed below.
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FIGURE 5-3 The Income Tracker shows the status of all open customer transactions.
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Control which transactions appear in the list by using one or all of the Customer:Job,
Type, Status, or Date filters located at the top of the Income Tracker window. In addition,
the list of transactions displayed can be re-sorted by clicking any one of the column
headings.

Use the Select drop-down menu in the Action column to take an action on a specific
transaction. To create a new sales-related transaction while working in the Income Tracker,
click the Manage Transactions button at the bottom of the window.

The Collections Center

An optional feature you can activate is the Collections Center. Once enabled, it’s located
within the Customer Center. It is designed to help you track past-due and almost past-
due customer balances while giving you an easy way to send e-mail reminders to the
customers listed there.

To enable the Collection Center feature, choose Edit | Preferences | Sales &
Customers | Company Preferences | Enable Collections Center. A Collections Center
button appears at the top of the Customer Center to the left of the Income Tracker, as
seen next. When you click the Collections Center button, the Collections Center opens
to the Overdue tab.

Customer Center. Dunming's Pool Depot, Inc.
& New Customer & Job 5] New Transackions v (5 Print v [F] Ewcel [E word » [ CoboctionsConter &8 ncome Tracker

From this list, you can review the details of individual invoices in question by double-
clicking an invoice. You can sort the list by balance or days overdue by clicking the
appropriate column heading. If you've entered an e-mail address in the customer’s record,
you can also send a reminder e-mail to one or all of the customers on this list. Just click
Select And Send Email at the top of the Overdue tab window. You'll see a yellow alert icon
in the Notes/Warnings column if an e-mail address is missing. Clicking this icon allows
you to add an e-mail address to a customer’s record if you choose.

The Notes icon next to the customer name lets you document your collections activities
or view previous entries. To see a list of customers that have upcoming invoices due, select
the Almost Due tab.

l Running Accounts Receivable Reports

A/R reports are lists of the money owed you by your customers, and they’re available
in quite a few formats. These reports are designed for you, not for your customers, and
you can run them whenever you need to know the extent of your receivables. Many
companies run an aging report every morning, just to keep an eye on the amount of
money due them on a particular day.
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You can run some key reports on individual customers directly from the Customer
Center. Simply highlight the customer or job. Note the Reports for this Customer (or Job
if you're looking at a specific job) section at the right of the Customer Information pane.

0 ¢

A NOTE
Mo note available
REPORTS FOR THIS CUSTOMER

QuickReport
Open Balance
Show Estimates

Customer Snapshot

The following reports are available:

o QuickReport Displays all transactions related to the customer within a specified
date range.

o Open Balance Displays the transactions (invoices, payments, and credit memos)
that make up a customer’s current balance.

o Show Estimates Displays all estimates created for the customer within a specified
date range.

o Customer Snapshot Displays a dashboard-like view of a customer’s relationship
with you (including what they buy, how they pay, and how long they’ve been doing
business with you).

A/R Aging Reports

QuickBooks has a couple of built-in A/R aging reports, and you can customize any
built-in reports so they report data exactly the way you want. To see an aging report,
choose Reports | Customers & Receivables, and then choose either A/R Aging
Summary or A/R Aging Detail.

The quickest way to see how much of the money owed to you is current or past due
is to run the A/R Aging Summary, which lists customer balances by aging period (such
as 31-60 or 61-90 days), as shown in Figure 5-4.

If you choose Aging Detail from the Customers & Receivables reports menu, you see
a more comprehensive report that shows individual transactions for each aging period.

Customizing Aging Reports

If you don’t need to see all of the columns in the A/R Aging Detail report, or if youd
prefer to see the information displayed in a different manner, you can customize the
report. Start by clicking the Customize Report button at the top of the window to open
the Modify Report window. Table 5-2 shows you how to make several customizations.



™

Customize Report Comment on Report

CHAPTER 5 MANAGING ACCOUNTS RECEIVABLE

AJR Aging Summary =TTt
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Manufacturing Sample File
A/R Aging Summary
As of December 15, 2020
Current 130 60 61 90 »00 TOTAL

3450000 4 non ann 000 non 34 500 00
20,625.00 0.00 0.00 0.00 0.00 28,625.00
04,125.00 0.00 0.00 0.00 o.00 04,125.00
6,247.50 0.00 0.00 0.00 0.00 B,247.50
3,076.90 0.00 0.c0 0.00 0.00 3,076.90
9,324.40 0.00 0.00 0.00 0.00 932440
8,160.00 0.00 0.00 0.00 0.00 8,160.00
0,160.00 0.00 0.00 0.00 0.00 0,160.00
8,300.00 0.00 0.00 0.00 0.00 9,300.00
0.00 0.00 0.00 0.00 0.00 0.00
9,300.00 0.00 0.00 0.00 0.00 9,300.00

90,909 40 o.00 o 0.00 0.00 90,909.40

FIGURE 5-4 Use the A/R Aging Summary to find past-due balances.

Customization

Procedure

Customize a column

To remove a column, scroll through the Columns list and click to remove the check
mark, and then click OK to accept your changes. The column disappears from the
report. To include a column heading, click that column listing to place a check mark
next to it and click OK.

Filter information

Click the Filters tab to select a filter and then set the conditions for it. Each filter has its
own specific type of criteria.

Configure a header or footer

Customize the header and footer text by making changes in the Header/Footer tab.
Eliminate any Header/Footer field by removing the check mark from the field’s check
box. For fields you want to print, you can change the text. You can also change the
layout by choosing a different Alignment option from the drop-down list.

Customize appearance

Click the Fonts & Numbers tab to change the format of the report. You can change the
way negative numbers are displayed, and you can change the fonts for any or all of
the individual elements in the report.

TABLE 5-2 A/R Aging Detail Report Customization Procedures
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Small Business Tip New in QuickBooks Pro, Premier, Accountant,
and Enterprise 2016 Desktop editions is the ability to run a report with the
dates “This Fiscal Year-to-Last Month” as the date, as seen next. This feature is
a direct result of requests by QuickBooks users!

Customize Report Comment on Report

[DEI-CIMI This Fiscal Year-to-Last Month

This Week-to-date

This Month

This Month-to-date

This Fiscal Quarter

This Fiscal Quarter-to-date

This Fiscal Year

This Fiscal Year-to-Last Month

This Fiscal Year-to-date
Yesterday

Last Week

Last Week-to-date

Last Month

Last Month-to-date

Last Fiscal Quarter
Last Fiscal Quarter-to-date
Last Fiscal Year

Last Fiscal Year-to-date
MNext Week

MNext 4 Weeks

Mext Month

Memorizing Aging Reports

When you close a report window, QuickBooks may ask if you want to memorize the
report with the changes you made (if you told QuickBooks to stop asking this, you won't
see the message). Click Yes so you don’t have to go through all the modifications again.

If you do not see the memorize report prompt, you can still memorize your redesigned
report. Click the Memorize button in the report window. When the Memorize Report
dialog appears, enter a new name for the report, optionally save it within a report group,
and click OK. This report name appears on the list of memorized reports when you
choose Reports | Memorized Reports from the menu bar. Only the criteria and formatting
are memorized, so each time you open the report, the data QuickBooks generates is from
current transaction records, so you get current, accurate information.

No matter what the format of your report, you’ll probably want to print it. While
you're in a report window, click the Print button at the top of the window and select
Report to bring up the Print Reports dialog. If the report is wide, use the Margins tab
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to set new margins, and use the options on the Settings tab to customize other printing
options. You can also use the Fit Report To options to fit all the columns or rows on
your report to a page.

Customer and Job Reports

In addition to the accounts receivable reports, QuickBooks has reports designed to give
you information about specific customers and jobs. Choose Reports | Customers &
Receivables to see the list.

Finance Charges

Imposing finance charges can help offset the time and resources needed to collect
past-due balances and can act as an incentive to get your customers to pay on time.
You configure finance charges in the Preferences dialog: choose Edit | Preferences. Then
click the Finance Charge icon in the left pane and select the Company Preferences tab.

Complete the fields, as described next. Click OK to save your settings when you're done.

o Annual Interest Rate Replace the default data (0.00%) with any positive
number to enable the finance charges feature. The rate you enter is annual: 18% =
1.5% per month.

o Minimum Finance Charge QuickBooks calculates the finance charge based on
the rate you entered in the preceding field. If the charge is less than what you enter,
the amount is rolled up to this minimum.

o Grace Period Enter the number of days “grace” you give before finance charges
are assessed.

» Finance Charge Account If no account exists, create one here as an Income type.

 Assess Finance Charge On Overdue Finance Charges Not all states allow this,
so check with the appropriate agency.

« Calculate Charges From Due Date/Invoice Date Select the appropriate action.

o Mark Finance Charge Invoices “To Be Printed” QuickBooks creates an invoice
for each finance charge. You can print those invoices by selecting this option.

Assessing the Charges

Assess finance charges just before you create customer statements, which is commonly
a monthly chore. Choose Customers | Assess Finance Charges from the menu bar. The
Assess Finance Charges window opens with a list of all the customers with overdue
balances. If you have any customers that have made payments that you haven't yet
applied to an invoice, or if any customers have credits that you haven’t yet applied to an
invoice, an asterisk (*) appears to the left of the customer or job name. Close the Assess
Finance Charges window, correct the situation, and then return to this window.

Change the Assessment Date field (which displays the current date) to the date on

which you actually want to impose the charge. This date appears on customer statements.
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When you press TAB to move out of the date field, the finance charges are recalculated to
reflect the new date.

If you don’t want to include a customer to be assessed a finance charge, click in the
Assess column to remove the check mark from the customer name. All customers with
overdue balances are included when you assess finance charges. If you reserve this
process for only a few customers, choose Unmark All, and then reselect the customers
you want to include.

You can quickly change the calculated total if you wish. Click the amount displayed
in the Finance Charge column to activate that column for that customer and enter a
new amount. If you need to calculate the new figure, press the equal sign (=) on your
keyboard to use the QuickBooks built-in calculator.

Once all the calculations and figures are correct, click Assess Charges in the Assess
Finance Charges window. When you create your customer statements, the finance charges
appear. If you've opted to skip printing the finance charge assessments as invoices, there’s
nothing more to do. To print the finance charge invoices, be sure to select the Mark
Invoices “To Be Printed” check box on the Assess Finance Charges window. Choose File
| Print Forms | Invoices. The list of unprinted invoices appears, and unless you have
regular invoices you didn’t print yet, the list includes only the finance charge invoices. If
the list is correct, click OK to continue on to the printing process.

l Sending Statements

Monthly statements remind customers of outstanding balances and provide detailed
documentation of your records, which your customers can match against their own
records.

Before creating statements, you create any transactions that should appear on the
statements. Invoices and payments appear automatically, but you may want to add
statement charges. A statement charge is a charge you want to pass on to a customer
for which you don't create an invoice. Some companies use statement charges
instead of invoices for invoicing regular payments, such as monthly dues or quarterly
retainer charges.

You must add statement charges before you create the statements so the charges
appear on the statements. Statement charges use items from your Item List, but you
cannot use taxable items, items that have percentage discounts, or items that represent a
payment transaction. Statement charges record directly in a customer’s register or in the
register for a specific job.

To create a statement charge, choose Customers | Enter Statement Charges from the
menu bar to open the customer register. By default, QuickBooks opens the register for
the first customer in your Customers & Jobs List; use the drop-down list at the top of the
window to select a different customer. Using your TaB key, move through the register’s
fields. When all the fields you want to use are filled in, click Record to save the transaction.
Continue to select customers and/or jobs to enter additional statement charges.
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Creating Statements

Before you start creating your statements, ensure that all the transactions that should
be included on the statements have been entered into the system. When all customer
accounts are up to date, choose Customers | Create Statements to open the Create

Statements dialog, shown next.

Create Statements

SELECT STATEMENT OFTION S SELECT ADDITIONAL OPTION S
Statement Date 12152020 B Template
i 1162020 @ To (1211512020 B Intuit Standard Statement - Customize
) All open transactions as of Statement Date Create One Statement | Per Customer =
Include anly transactions over a0 [+ Show invoice item details on statements
] Print statements by billing address zip code
SELECT CUSTOMERS [+ Print due date on transactions
® All Customers Do not create statements:
) Multiple Customers (7] with a zero balance
) One Customer 7] with a balance less than .00
) Customers of Type 71 with no account activity
) Preferred Send Method (7] for inactive customers
View Selected Customers... Assess Finance Charges...
Preview Print E-mail Close Help

o Daterange The Statement Period From and To fields determine which
transactions appear on the statement. The printed statement displays the previous
balance (the total due before the From date) and includes all transactions that were
created within the date range specified for that statement period. The starting date
should be the day after the last date of your last statement run.

o All Open Transactions As Of Statement Date The statement shows only unpaid
invoices and charges and unapplied credits.

o Customers If you want to send statements only to a select group of customers,
click the Multiple Customers option to display a Choose button next to the option.
Click the Choose button to bring up a list of customers, and then select each
customer you want to include. You can manually select each customer, or select
Automatic and then enter text to tell QuickBooks to match that text against all
customer names and select the matching customers. If youre sending a statement
to one customer only, select One Customer, and then click the arrow next to the
text box to scroll through the list of your customers and select the one you want.
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o Filtering for send methods Choose to send the statement via E-mail, Mail, or
None (no statement will be sent).

o Print Specify how you want to print the statements.

You may skip statement creation for customers that meet the criteria you set in the
Do Not Create Statements section of the dialog. Before you commit the statements to
paper, you can click the Preview button to get an advance look. Use the Zoom In button
to see the statement and its contents close up. Click the Next Page button to move
through all the statements. Click Close to return to the Create Statements window.

When everything is just the way it should be, print the statements by clicking the
Print button in the Create Statements window to open the Print Statements window.
Designate the printer you want to use and adjust printer settings, then select Print.
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You can pay your vendors in two different ways in QuickBooks: enter the bill into
QuickBooks when you receive it and pay it later, or simply write a check without
entering it beforehand. This chapter covers both ways and tells you how to link those
expenses to customers (if need be) to be reimbursed for the expense.

Entering a bill into QuickBooks and paying it later is called accrual accounting. That
means an expense is recognized by QuickBooks when you enter the bill, not when you
actually pay the bill. Your Accounts Payable account should always equal the total of
unpaid bills in your company file. However, if your taxes are filed on a cash basis, where
an expense isn’t recognized until you actually pay the bill, QuickBooks understands
how to report your financial picture on a cash basis.

l Record Vendor Bills

To enter your bills, choose Vendors | Enter Bills from the menu bar. When the Enter

Bills window opens (see Figure 6-1), fill out as much information as you can from
the bill.

You see four distinct areas: the ribbon bar at the top, with tabs and buttons for
most bill payment tasks; the form section, for information about the vendor and the
bill; the details section (at the bottom), where you record the data related to your
general ledger accounts; and a History pane on the right side of the form. When
you create a new bill for a current vendor, this pane has information about them,
including their most recent transactions. To close this pane, simply click the arrow at
the top-left corner of the History pane.
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FIGURE 6-1 The Enter Bills window has four distinct areas.
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FIGURE 6-2 One or more expense accounts and customers can be assigned to a single bill.

There are two tabs in the details area of the Enter Bills window: Expenses and
Items. In this section, we cover bills you post directly to an expense account; handling
inventory items is covered a bit later in this chapter in the section “Purchase Inventory
Items.” Some bills can be assigned to one or more expense accounts or among multiple
customer or job accounts, as shown in Figure 6-2.

If you have more than one Accounts Payable account, you may see an A/P Account
field drop-down list at the top of the Enter Bills window.

Filling in the Details

In the Vendor field, click the arrow to choose the vendor from the list. If the vendor
isn’t on the list, choose <Add New> to add this vendor to your QuickBooks Vendors
list. Then fill out the rest of the Enter Bills window.

1. In the Date field, enter the bill's date. The due date appears in the Bill Due field,
based on your terms with this vendor. If no terms have been set, the due date
appears using the QuickBooks default of ten days.

2. Enter the vendor’s invoice number in the Ref. No. field and the bill amount in the
Amount Due field. If there is no invoice number, consider using the bill’s date as
the invoice number.

3. In the Terms field, if the terms don’t show your terms with this vendor, click the
arrow to display a list of terms and select the one you need. If the terms you have
with this vendor aren’t available, choose <Add New> to create a new Terms entry.
The Bill Due date changes to reflect the terms.
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4. Click in the Account column on the Expenses tab, and click the arrow to display
your chart of accounts. Select the expense account for this bill. QuickBooks
automatically assigns the amount you entered in the Amount Due field to the
Amount column. If you wish, enter a note in the Memo column.

5. In the Customer:Job column, enter a customer or job if you're paying a bill that
will be billed to a customer, or if this bill is a reimbursable expense. If you select a
Customer, you’'ll see a check box that includes a check mark in the Billable column.
You can uncheck the box with a mouse click to make the expense nonbillable while
still keeping it associated with that customer for job costing purposes. If you're
tracking classes, a Class column appears; enter the appropriate class.

6. When you're finished, click Save & New to save this bill and bring up another blank
Enter Bills window. When you've entered all your bills, click Save & Close.

Splitting Expenses Among Multiple Accounts

Some bills need to be split among multiple accounts. Common examples are a loan

repayment, where you post both interest (to Interest Expense) and principal (to the

loan’s liability account), or a credit card bill that covers multiple expense categories.

Entering this type of bill is the same until you begin assigning the expense accounts
and amounts in the details area of the Enter Bills window. Enter the first account in

the Account column, and QuickBooks applies the entire bill amount in the Amount
column. Replace that amount with the total for this expense category.

Then, on the next row, select the next account. As you add each account to the
column, QuickBooks assumes that the unallocated amount is assigned to that account.
Repeat the process of changing the amount and adding another account until the total
amount assigned to the accounts equals the amount of the vendor bill. To change an
amount in the Amount Due field, click the Recalculate button on the ribbon bar to have
QuickBooks add up the line items.

l Using the Bill Tracker

New in QuickBooks 2016 desktop editions is the Bill Tracker. With this feature, you
can, with only a few mouse clicks, see all outstanding purchase orders, bills, credit
memos, and bill payments, whether by check or credit card. To access the Bill Tracker:

1. From the menu bar, click Vendors | Bill Tracker.

2. Select Bill Tracker from the Navigation Bar, whether you have chosen to display the
Navigation Bar at the left side or the top of your QuickBooks window.

3. Click Vendor Center and then Bill Tracker from Icon Bar under the Vendor Center
title bar.
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FIGURE 6-3 Use the Bill Tracker to see the funds your business has committed.

Explore the Bill Tracker

As seen in Figure 6-3, the Bill Tracker presents an overview of all money your business
has committed to vendors, whether it is a purchase order, a bill you have not yet paid,

a credit card purchase, or a check you have written. You can filter by any of the colored
blocks seen at the top of the Bill Tracker:

o Unbilled This section displays your current purchase orders for which you have
not yet received a bill.

o Unpaid/Overdue

In this area, the total amount currently due is displayed. If a bill

is overdue, that amount appears in red in the Unpaid section, as seen next.

UNPAID:

o Paid This section shows the total funds you have paid in bills in the last 30 days.
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Using the Bill Tracker Filters

Under the main sections of the Bill Tracker, there are six buttons with which you can
customize the Bill Tracker to meet your needs:

o From the Vendor button, you can select information about a specific vendor. Click one
of the boxes, such as Paid; click the downward arrow by Vendor; and select a name
from the drop-down list to see all of the bills you have paid to that vendor over the last
30 days. Note that 30 days is the only option available when looking at Paid items.

o Use the Type button to select from several choices, as shown here.

TvrE |All -

Purchase Order

Bill

Item Receipt |
Credit

Bill Pmi-Check

Bill Pmt-CCard

Check

o The Status button allows you to choose All, Open, Overdue, or Paid items.

o Depending on your other choices, the Date filter allows you to narrow by a variety
of dates.

 You can group by vendor to see totals for each vendor. Click the right-pointing
arrow to the left of the vendor name to see details, as shown next. Note that you can
also choose what to do with an item from the Action column.
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1 PURECHASE OHIERS 5 0 OVCROWE
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[] Fran's Faste Rl ARSOATA 11112020 120117001 Cipen 96270
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» Lipps Pool Supplies 72,688.60

» Perry Cutting Company 2.077.78

+ Philip Pump Manufacturing 12,079.30

» Prentice Pool Materials 15,000.00 bt
1 Batch Actions - Manage Transactions -

o The final filter allows you to clear your choices and show all of the information
once again.
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Other Bill Tracker Features

At the bottom of the Bill Tracker window are two more useful functions. Using the
Batch Actions, you can print selected items, pay bills, or close one or more purchase
orders. Use Manage Transactions to create new items or edit a selection.

l Use Purchase Orders

Use purchase orders to order inventory items or manufacturing parts from your suppliers,
or for services or non-inventory items that are not for resale. Inventory items link to the
appropriate income account for that item, and non-inventory purchase orders link to an
expense account. No amounts are posted to your books because purchase orders exist
only to help you track what you've ordered against what you've received. You create the
financial transactions when the items and the vendor’s bill are received.

When you enable the inventory and purchase order features, QuickBooks creates
a nonposting account named Purchase Orders the first time you open the Create
Purchase Order window. You can double-click the account’s listing to view the purchase
orders you've entered, but the data has no effect on your records and doesn’t appear in
financial reports.

Small Business Tip Enable purchase orders and inventory through
Preferences. From the menu bar, choose Edit | Preferences | Items & Inventory
| Company Preferences | Inventory and Purchase Orders Are Active.

Create a Purchase Order

To create a purchase order, choose Vendors | Create Purchase Orders from the menu
bar to open a blank Create Purchase Orders window. Fill in the self-explanatory
purchase order fields and click Save & New or Save & Close to save the purchase order.
If the item you're ordering has a manufacturer’s part number (MPN) in the item record,
use that data in your purchase order to avoid any confusion. However, you have to
customize the purchase order template to display the MPN data. See Chapter 14 for
more about customizing templates. See Figure 6-4 for a completed purchase order.

You can print the purchase orders as you complete them by clicking the Print icon
on the ribbon bar in the Create Purchase Orders window, or you can print them all in
a batch by placing a check mark next to the Print Later option on the Main tab before
saving each purchase order. When you’re ready to print the batch, click the arrow below
the Print button and select Batch. You can also e-mail the purchase orders as you create
them, or e-mail them as a batch by selecting Batch from the drop-down list below the
E-mail icon on the transaction window’s Main tab.
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FIGURE 6-4 Using purchase orders in QuickBooks can streamline your bookkeeping chores.

When you receive the items and the bill, use the purchase order to automate the
receipt of these items and the entry of the vendor’s bill.

Purchase Inventory Items

If the vendor bill you're recording is for inventory items, there are some additional
factors to consider because the accounting issues (the way you post amounts) are
different. Frequently, two transactions are involved when you buy items for inventory:

 You receive the shipment first (with a packing slip).
 You receive the bill for the items that were shipped.

Sometimes the bill comes before the products, often the items arrive first, and
sometimes both events occur at the same time (the bill is in an envelope pasted to or
included inside the carton). If you created a purchase order for these items, you can use
it to automate the receiving and vendor bill entry processes when they and the bill for
them arrive.

Receiving Inventory Items Without a Bill

If the inventory items arrive before you receive a bill from the vendor, use the Create
Items Receipts window to tell QuickBooks about the new inventory. This form brings
the items into inventory so they become available for resale. Use the following steps to
receive inventory in this scenario:
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1. Choose Vendors | Receive Items from the menu bar to open a blank Create Item
Receipts window. Select the vendor name, and if open purchase orders exist for this
vendor, an Open POs Exist message appears, as shown next. If you know there isn’t
a purchase order for this particular shipment, click No, and fill out the Create Item
Receipts window manually.

Open POs Exist

Open purchase orders exist for this vendor. Do you want to receive against one or
more of these orders?

Yes HNo

2. Ifyou know a purchase order exists for this shipment, or if you're not sure, click
Yes. QuickBooks displays all the open purchase orders for this vendor so you can
put a check mark next to the appropriate PO(s). If no PO matching this shipment
appears, click Cancel to return to the receipts window to fill in the data manually.

3. Ifa PO exists, QuickBooks fills out the Create Item Receipts window using the
information in the PO. Check the shipment against the PO and change any
quantities that don’t match.

4. Click Save & New to receive the next shipment into inventory, or click Save &
Close if this takes care of all the receipts of goods.

QuickBooks posts the amounts in the purchase order to your Accounts Payable
account as an Item Receipt type. When the bill arrives with the actual costs, the
Accounts Payable account will be updated accordingly and the transaction type will be
changed to Bill.

Technically, an Accounts Payable liability should be connected only to a bill and not
an Item Receipt (receipt of goods without a corresponding bill). In most cases, the bill
you eventually receive for these goods will have the same unit cost as the Item Receipt.
Sometimes, however, the cost per item listed on the Item Receipt may not be the same
as the cost per item on the final bill. Whatever the reason, the bill that arrives will
presumably have the correct costs, and those costs are the amounts to be posted to the
Accounts Payable account.

If this situation occurs, QuickBooks allows you to adjust the initial posting you made
to A/P when you received the items so that the new amounts match the bill. This means
that on one date your Accounts Payable total and inventory valuation may show one
amount, but a few days later, the amount shown is different, even though no additional
transactions are displayed in reports. If the interval between those days crosses the
month, or even worse, the year, your accountant might have a problem trying to figure
out what happened. Now that you understand what happens, you can explain the logic
behind the change.
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Recording Bills for Items Already Received

When the bill comes after you have received items, do not use the regular Enter Bills
window. This would cause a second posting to Accounts Payable. Instead, do the following:

1. Choose Vendors | Enter Bill For Received Items to open the Select Item Receipt
dialog.

2. Select the vendor, and you'll see the current Item Receipt information for that
vendor.

3. If you want the date of the bill to be the same as the date you received the item,
place a check mark next to the Use Item Receipt Date For The Bill Date option.

4. Select the appropriate listing and click OK to open an Enter Bills window. The
information from the Item Receipt is used to fill in the bill information.

5. Change anything in the Items tab that needs to be changed, such as a different cost
per unit.

6. Add any shipping or handling charges in the Expenses tab to the appropriate
accounts.

7. If you made any changes, you must click the Recalculate button so QuickBooks can
match the total in the Amount Due field to the changed line item data.

8. Click Save & Close. Even if you made no changes, QuickBooks displays a message
asking if you're sure you want to save the changes. Click Yes. The message appears
because you've changed the transaction from a receipt of goods transaction to a
vendor bill transaction, and QuickBooks overwrites the original postings that were
made when you received the items. If you look at the Accounts Payable register (or
the Inventory Assets register) after you receive the items, the transaction type is ITEM
RCPT. When you save this transaction, QuickBooks overwrites the entire transaction,
changing the transaction type to BILL and uses the new amounts if you made changes.

Receiving Items and Bills Simultaneously

If the items and the bill arrive at the same time, you can enter both at the same time.
Choose Vendors | Receive Items And Enter Bill to open the standard Enter Bills
window. When you enter the vendor’s name, you may see a message telling you that
an open PO exists for the vendor. The message dialog asks if you want to receive these
goods (and the bill) against an open PO.

Click Yes to see the open POs for this vendor and select the appropriate one. The
line items on the bill fill in automatically, and you can correct any quantity or price
difference between your original PO and the actual one. When you save the transaction,
QuickBooks receives the items into inventory in addition to posting the bill to your
Accounts Payable account.

If no PO exists, enter the item quantities and amounts. When you save the
transaction, QuickBooks receives the items into inventory in addition to posting the bill
to Accounts Payable.
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Recording Vendor Credits

When you record a credit from a vendor, you can apply it against an existing open bill
or keep it unapplied so you can apply it to a future bill from that vendor. QuickBooks
doesn’t provide a separate enter credit window; instead, you can change a vendor bill
form to a credit form with a click of the mouse by selecting the Credit option near the
top of the Enter Bills window, which changes the fields on the form. Choose the vendor
from the drop-down list and enter the date of the credit memo.

1. In the Ref. No. field, enter the vendor’s credit memo number and the amount.

2. If the credit is not for inventory items, use the Expenses tab to assign an account
and amount to this credit. If the credit is for inventory items, use the Items tab
to enter the items, along with the quantity and cost, for which you are receiving
this credit.

3. Click Save & Close to save the credit (unless you have more credits to enter—in
which case, click Save & New).

Small Business Tip If youreceive a return authorization (RA)
number, use that as the Ref. No. for your credit. This can help you keep track
of when (or if) the actual credit memo is issued by the vendor. When the
credit memo arrives, you can replace the QuickBooks Ref. No. with the actual
credit memo number. Enter the original RA number in the Memo field for
future reference in case there are any disputes.

Use Recurring Bills

Most businesses have at least a few recurring bills that need to be paid every month,
such as the rent or mortgage payment, loan payments, or utilities bill. You can make
it easy to pay those bills every month without entering a bill each time. QuickBooks
provides a memorized transactions feature that you can put to work to make sure your
recurring bills are covered.

Creating a Memorized Bill

To create a memorized transaction for a recurring bill, first open the Enter Bills window
and fill out the information as you normally would. If the amount of a recurring bill
isn’t always exactly the same, it’s okay to leave the Amount Due field blank, as you
can fill in the amount each time you use the memorized bill. Before you save the
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transaction, click the Memorize button on the Enter Bills Main tab. The Memorize
Transaction dialog opens.

1. Enter a name for the transaction. Even though QuickBooks enters the vendor
name, you can change it to a name that describes the transaction.

2. Select Add To My Reminders List (the default) to tell QuickBooks to issue a
reminder that this bill must be put into the system to be paid. Or select Do Not
Remind Me if you want to enter the bill yourself. Or select Automate Transaction
Entry to have QuickBooks enter this bill as a payable item without reminders.
Specify the number of Days In Advance To Enter this bill. At the appropriate time,
the bill appears in the Select Bills To Be Paid section of the Pay Bills window.

3. Select the interval for this bill from the drop-down list in the How Often field.

4. Enter the Next Date this bill is due. If this payment is finite, such as a loan that has
a specific number of payments, use the Number Remaining field to specify how
many times this bill must be paid.

5. Click OK in the Memorize Transaction dialog to save the information, and then
click Save & Close in the Enter Bills window to save the bill. If you want to use the
bill only to create a memorized version of it, you can cancel the transaction itself
before saving it.

Using a Memorized Bill

If you choose to enter the memorized bill manually instead of having it automatically
added to the Select Bills To Be Paid section, you must open it to make it a current
payable item. To open a memorized bill, press CTRL-T to open the Memorized
Transaction List window or, from the Lists menu, select Memorized Transaction List.

1. Double-click the appropriate listing to open the bill in the usual Enter Bills window
with the next due date showing. If the Amount Due field is blank, fill it in.

2. Click Save & Close to save this bill so it becomes a current payable item and is
listed as a bill that must be paid when you write checks to pay your bills.

Creating Memorized Bill Groups
If you have several memorized bills, all due the first of the month (rent, mortgage,

utilities, car payments), you can create a group and QuickBooks will automatically take
action on every bill in the group. To use this feature, follow these steps:

1. Press cTRL-T to display the Memorized Transaction List. Right-click any blank spot in
the Memorized Transaction window and choose New Group from the shortcut menu.

2. In the New Memorized Transaction Group window, give this group a name (such
as 1st Of Month or 15th Of Month).

3. Fill out the fields to specify the way you want to handle the bills in this group, and
click OK to save this group.
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After you create the group, you can add memorized transactions to it as follows:

1. In the Memorized Transaction List window, select the first memorized transaction
you want to add to the group.

2. Right-click and choose Edit Memorized Transaction from the shortcut menu.

3. When the Schedule Memorized Transaction dialog opens with this transaction
displayed, select the option Add To Group.

4. Select the group from the list that appears when you click the arrow next to the
Group Name field and click OK.

Repeat this process for each bill you want to add to the group. As you create future
memorized bills, just select the Add To Group option to add each bill to the appropriate
group.

If you have other recurring bills with different criteria (perhaps they’re due on a
different day of the month, or they’re due annually), create groups for them and add the
individual transactions to the group.

l Reimbursable Expenses

A reimbursable expense is an expense you incurred on behalf of a customer. Even
though you pay the vendor’s bill, you invoice the customer to recover your costs. There
are two common types of reimbursable expenses:

o General expenses, such as long-distance telephone charges, parking and tolls, and
other incidental expenses, incurred on behalf of a client. Those portions of the bill
that apply to customer agreements for reimbursement are split out when you enter
the bill.

o Specific goods or services that you purchase on behalf of the customer.

Options for Managing Reimbursable Expenses

There are two ways to manage reimbursable expenses:

 Enter and pay a bill (or enter a check). When you receive the customer’s
reimbursement, post it to the same expense account as the bill (or check). This
reduces that expense total in your Profit & Loss statements.

« Enter and pay a bill (or enter a check), and then let QuickBooks automatically post
the customer’s reimbursement to an income account created specifically for this
purpose to track totals for both expenses and reimbursements.

Consider discussing these options with your accountant.
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To track reimbursed costs from customers, you need to enable reimbursement
tracking in QuickBooks and create income accounts that are used for collecting
reimbursements. To track reimbursable costs, enable the feature in the Preferences dialog.

1. Open the Preferences dialog and select the Time & Expenses icon in the left pane.
2. Click the Company Preferences tab.

3. In the Invoicing Options section of the dialog, select the Track Reimbursed
Expenses As Income check box and click OK.

4. If you prefer to reduce your expense totals by posting reimbursements to the
expense account used when you entered a bill, uncheck the Track Reimbursed
Expenses As Income check box and click OK.

Applying Automatic Markups

The Time & Expenses Preferences window has an option for setting a default markup
percentage. You can use this feature to have QuickBooks automatically mark up
expenses you're linking to a customer for reimbursement. Be sure to select (or create)
the default account that you want to use to track the income generated by the markup.
Most businesses use something like “markup income.”

The default markup percentage is unrelated to the option to track reimbursed
expenses as income. You can apply this markup whether you're tracking reimbursed
expenses as income or posting the reimbursements to the original expense account.
You can also override any automatic markup that QuickBooks applies, so filling in a
percentage in this field doesn't prevent you from setting up your own pricing formula
for any individual item.

The markup percentage that you designate in the Time & Expenses Preferences
window can also be applied to the products and services that you sell. Specifically, when
you enter an amount in the Cost field when you're creating a new item or editing an
existing one, QuickBooks will automatically fill in the item’s Price field by marking up
the cost with this percentage.

Setting Up Income Accounts for Reimbursement

When you enable the reimbursement tracking option, QuickBooks adds a new field

to the dialog you use when you create or edit an expense account. You can configure

an expense account so that reimbursements for the expense are posted to an income
account. When you post a vendor expense to this account and indicate that the expense
is reimbursable, the amount you charge to the customer when you create an invoice

for that customer is automatically posted to the income account that’s linked to this
expense account.

You may want to use numerous expense accounts for reimbursable expenses, since
portions of telephone bills, travel expenses, and other costs are often passed on to
customers for reimbursement. The easiest way to manage all of this is to enable those
expense accounts to track reimbursements and post the income from customers to one
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account named Reimbursed Expenses. However, QuickBooks requires a one-to-one
relationship between a reimbursable expense and the reimbursement income from
that expense. As a result, if you have multiple expense accounts for which you may
receive reimbursement, you must also create multiple income accounts for accepting
reimbursed expenses.

This is a one-time chore, however, so when you've finished setting up the accounts,
you can just enter transactions, knowing QuickBooks will automatically post
reimbursed expenses to your new income accounts. The best way to set up the income
accounts you'll need for reimbursement is to use subaccounts. Then your reports will
show the total amount of income due to reimbursed expenses, and you have individual
account totals if you have some reason to audit a total.

If you don’t already have an income account named Reimbursed Expenses, follow
these steps to create the parent account:

1. Open the chart of accounts by pressing cTRL-A or click the Chart of Accounts icon
on the Home page. Choose the Add New Account: Choose Account Type dialog,
or press CTRL-N.

2. Select Income as the account type and click Continue.

3. Inthe Add New Account dialog, enter an account number (if you use numbers)
and name the account Reimbursed Expenses (or something similar).

4. Click Save & New.

Once you create the parent account, you can create all the subaccounts you need,
using the same steps you used to create the parent account. Don't forget to edit any of
your existing expense accounts that you’ll use to invoice customers for reimbursements.
Select the account and press CTRL-E to open the account record in Edit mode. Then select
the check box to track reimbursed expenses and enter the appropriate income account.

Recording Reimbursable Expenses

To be reimbursed by customers for expenses you incurred on their behalf, you must
enter the appropriate data while you're filling out the vendor’s bill (or writing a direct
disbursement check to a vendor when you did not enter a bill). After you enter the
account and the amount, click the arrow in the Customer: Job column and select the
appropriate customer or job from the drop-down list. Charge portions of an expense to
one or more customers by splitting the total expense among those customers when you
enter the vendor bill.

Entering data in the Customer: Job column automatically places a check box with a
check mark inserted in the Billable? column. The expense is charged to the customer,
and you can pass the charge along to the customer when you create an invoice. Uncheck
the check box if you don’t want to bill the customer for the expense but you still want to
track what you're spending for the customer or the job. This disables the reimbursement
feature, but the expense is still associated with the customer/job so that you can track
job costs.
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l Pay Your Bills

When it’s time to pay your bills, you may find that you don’t have the cash or credit
available to pay every bill that’s entered, or even to pay the entire amount due for
each bill. There are many opinions about how to decide what to pay when money is
tight, and the term “essential vendors” is often used in such cases. “Essential” can be a
subjective term, since having electricity can be just as important as buying inventory
items. Check with your accountant, but here are some ideas: Pay the government and
taxes first and never use payroll withholding money to pay bills. When possible, it’s
better to send multiple vendors small checks than to send a large payment only to a
couple of vendors who have been applying pressure. Vendors dislike being ignored
much more than they dislike small payments on an account.

Viewing Your Unpaid Bills

In addition to the new Bill Tracker dashboard, QuickBooks provides reports for you to
learn more about your vendor bills. For example, to see a list of each unpaid bill totaled
by vendor, choose Reports | Vendors & Payables | Unpaid Bills Detail. By default, the
report is sorted by vendor name, but you can re-sort the list using the Sort By field by
Date, Due Date, or Open Balance. Often, choosing to sort by Due Date or Aging is
helpful as you decide which bills need urgent attention.

Double-click any entry to see the original bill you entered, including all line items
and notes you made in the Memo column.

You can filter the report to display only certain bills by clicking Customize Report
and selecting the Filters tab in the Modify Report dialog. Use the filters to change what’s
displayed in the report.

When you're ready to tell QuickBooks which bills you want to pay, choose Vendors |
Pay Bills. In the Pay Bills window, make your selections by placing a check mark next to
the bills you want to pay, as seen in Figure 6-5. You can also choose which open bills to
work with in this window by using the following filters:

o Due On Or Before Displays all the bills due on or before the date displayed. The
default date is ten days from the current date.

o Show All Bills Shows all the bills in your system, regardless of when they’re due.

o A/P Account When you use multiple Accounts Payable accounts, a drop-down
menu appears. If you don’t have multiple Accounts Payable accounts, this field
doesn’t appear in the window.

o Filter By Lets you choose to see open bills for a particular vendor or all vendors.

o Sort By Enables you to sort by Due Date (the default), Discount Date, Vendor,
and Amount Due.



CHAPTER 6 RECORDING AND PAYING YOUR BILLS

= Pay Bills =

3ELECT BILL3 TO BE PAID
0 Due un ur befure 7] =]
Show bills
@ Show all bills Filter By =
SotBY Due Date -
[2 ! DATEDUE [ VENDOR REF. NO DI3C. DATE AMT. DUE DI3C. USED i CREDITS USED AMT. TO PAYT
F 01/24/2020 Fhilip Pump Manuf.. 4321 770.00 0.00 0.00 770.00 A
[+ 01142021 Anderson’s Hardw... S05.00 | .o [ LRV SU5.00
[ | 11/09/2021 Philip Pump Manuf... 1,125.00 0.00 0.00 0.00
| 11/09/2021 | Lipps Pool Supplies 6,720.00 0.00 0.00 6,?20.DU|
M [1114/2021 Anderson’s Hardw.. 876589 1,865.50 0.00 0.00 0.00
O 1242021 Perry Cutfing Com QRNT7R 1.200 00 0 o0 non 0nnn
v
Totals 81,573.13 0.00 0.00 8,395.00
Clear Selections
DISCOUNT & CREDIT INFORMATION FOR HIGHLIGHTED BILL
Vendor Lipps Pool Supplies Terms Net 30 Number of Credits 0
Bill Ref. Mo. Sugg. Discount 0.00 Total Credits Available 0.00
Go to Bill Set Discount Set Credits
PAYMENT
Date Method P Account
S —————— .
1211612020 B Check - = Jo-1e prmed 1110 - Company Checking Acconnt =
 Assign check number Ending Balance 425410
Pay Selected Bills Cancel

FIGURE 6-5 Quickly choose what bills to pay in the Pay Bills window.

The following fields are in the Payment section of the Pay Bills window:

o Date This date appears on your checks. By default, it is the current date, but you
can change it. Tell QuickBooks to date checks on the day of printing by changing
the Checking Preferences. If you merely select the bills today and wait until later to
print the checks, the payment date set here still appears on the checks.

o Method The drop-down list displays Check and Credit Card by default. If you
pay by printing QuickBooks checks, be sure to select the To Be Printed option.

When you fin