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About the Author

MB Raimondi, CPA.CITP

mb@mbraimondicpa.com
Visit MB on Facebook

‘ M@ Rarmmondy,

MB (Mary Beth) Raimondi, CPA, CITP, MS Taxation is an Advanced QuickBooks Certified ProAdvisor
in both QuickBooks Desktop and QuickBooks Online as well as being certified in Enterprise and
Point of Sale.

She has been teaching QuickBooks nationally to both end users and accountants/consultants since
1999. She is a charter member of the Intuit Trainer/Writer Network.

The focus of her practice in CT is mainly QuickBooks consulting and training, specializing in
strategizing, researching and installing third-party add-ons and conversions to QuickBooks from
other accounting software.

She's part of the Intuit Premier Reseller program, getting great deals on Intuit products and services.

MB was named the Top QuickBooks Online ProAdvisor, 2015 by Insightful Accountant and has been
in the Top 100 ProAdyvisors for 2014-2016.
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About the Team

It does take a village to complete a project of this magnitude. My heartfelt thanks goes out to the
following team members and fellow ProAdvisors as well as Intuit employees, Linsay Ransom and
Trudie Folsom for all their long hours and dedication.

Michelle L. Long, CPA, MBA

Long for Success, LLC
QB Power Hour
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Michelle’'s been providing QuickBooks training since 1999. She is an International Trainer for Intuit
and speaker at many conferences. She is co-host of QB Power Hour (free bi-weekly webinar).

Michelle is the owner of Long for Success, LLC specializing in QuickBooks training and
consulting. Plus, she consults with developers regarding feedback and input on app development,
understanding and reaching the market and more.

She is co-author of the Advanced Certifications for QuickBooks (both QuickBooks Online and
desktop) and author of numerous courses for Intuit's Accountant University.

Michelle is the author of five Books: How to Start a Home-Based Bookkeeping Business, QuickBooks
Practice Set, QuickBooks Online Practice Set, QuickBooks 2014: on Demand, and Successful
QuickBooks Consulting — all are available on Amazon.

Michelle's recognition includes: CPA Practice Advisor Most Powerful Women, Top 10 ProAdvisor for
Trainer/Writer and Social Media, Top 100 ProAdvisor, Small Business Influencer Champion, Stevie
Gold Winner for Women in Business and more.
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Laura Redmond

Redmond Accounting Inc.

Aero Workflow
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Laura Redmond is a financial controller and IT manager turned cloud accounting advocate and app
designer. She is a QuickBooks Online power user, Advanced Certified QuickBooks ProAdvisor,
member of the Intuit Trainer/Writer Network, and co-author of QuickBooks Online training and
certification courses. Laura has been awarded Top 100 ProAdvisor and Leading QuickBooks Online
Practice.

Laura runs Redmond Accounting Inc., a boutique cloud accounting and consulting firm selected by
Intuit as a Top 20 Firm of the Future. Their service delivery is centered solely on QuickBooks Online
and its eco-system of apps. Laura co-created the AERO Workflow app used by accounting firms to
manage their knowledge capital and service delivery. The Aero Library includes step-by-step
instructions and procedures for many of today’s most popular apps in the QuickBooks Online eco-
system.
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Heather D. Satterley, EA

www.satterleyconsulting.com

¥ Training & Consulting,

Heather has been helping users learn and use QuickBooks since the late 1990s. Her passion is
helping others improve their business accounting processes through the use of QuickBooks and
related apps, and spreading her knowledge and experience with others through blog articles, live
events and webinars.

As owner and founder of Satterley Training & Consulting, LLC, Heather works with accounting
professionals to create accounting systems and procedures using QuickBooks and related
applications that simplify and streamline their day to day workflows.

She is Advanced Certified in QuickBooks Desktop and Online as well as POS Desktop and
QuickBooks Enterprise. In addition to QuickBooks related services, Heather is also an Enrolled
Agent licensed to practice before the IRS and works with clients to resolve tax issues.

Heather was named a Top 100 ProAdvisor by Insightful Accountant in 2014, 2015 and 2016. She is a
member of Intuit Trainer/Writer Network.
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Supplemental Guide Overview

PURPOSE OF THIS GUIDE

Many of our small business clients have specialized procedures that require customized workflows in
order to perform day-to-day activities and provide the business owner with relevant information.
Each of the subjects presented in this guide is intended to help you understand the advanced
customizations and workflows available in QuickBooks Online.

Product Update Notification!
QuickBooks Online and QuickBooks Online Accountant are constantly being improved:

@® Whenyou log in to QuickBooks Online.intuit.com, it may look different from the screenshots
originally taken for this supplemental guide

@® Where to go to learn about the latest product updates:

® https://www.firmofthefuture.com/product-industry-news/product-updates//

® http://quickbooks.intuit.com/blog

GOOGLE CHROME

NOTE: Screenshots and instructions included in this guide use Google Chrome as the browser.

LEARNING OBJECTIVES

@® Identify the various categories available in QuickBooks Online

@® Recognize the differences between class, location and job tracking and when to apply each
® |dentify methods to utilize budgets

@® Determine the steps to set up and track quantity on hand for inventory products

@ Identify job costing functionality for billable charges

@® Determine the steps to utilize advanced features: sales tax, multicurrency, payroll and the
preparation and reporting for Forms 1099-Misc
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TRAINING AT A GLANCE

Overview

Use this as a guide to select specific workflows you want to cover.

TOPICS

STEP-BY-STEP
WORKFLOWS

LEARNING OBJECTIVES

1. CATEGORIES

Sources and

Identify the various categories available in

Targets QuickBooks Online

e Class Recognize the differences between class, location

e Location and job tracking and when to apply each

e Jobs
> TOOLS & e Budgets Identify_methods to utilize budgets .

e Inventory Determine the steps to set up and track quantity on
FEATURES . hand for inventory products

® Billable Charges o _ _ _ _

o Sales Tax Lorllirsgfe)gob costing functionality for billable

® Multicurrency Determine the steps to utilize advanced features:

e Payroll Sales tax, Multicurrency, Payroll, and the

e 1099-Misc preparation and reporting for Forms 1099-Misc
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QUICKBOOKS ONLINE ACCOUNTANT TEST DRIVE

GUIDES

Exercises contained inside this guide can be completed using the QuickBooks Online Sample
Company, Craig’s Design and Landscaping Services.

@® Open the Sample Company by logging into your QBOA - gear icon - Your Company section
- Sample Company

@® While you are working in the Sample Company, your work will be saved

@® Upon closing the sample company file, QuickBooks Online automatically restores its settings and
data. If you log out and log in again, the Sample Company will reset (your work is not saved).

® By default, the Sample Company will sign out if inactive for one hour. You will lose any data and
settings, since this sample company resets each time you log in. Give yourself enough time to
complete the assignment.

@® To increase the maximum hours of inactivity allowed before timing out, in the Sample Company
-> gear icon - Your Company section - Account and Settings - Advanced Settings > Other
preferences > Sign me out if inactive for and select two hours or three hours.

NOTE: The QuickBooks Online Accountant test drive company contains some features that are not
available in QuickBooks Online Simple Start, Essentials or Plus. (You may wish to share the
QuickBooks Online test drive file with your clients for them to practice without seeing Accountant-
only features: https://QuickBooks Online.intuit.com/redir/testdrive.) In addition, some features (such
as in-product Help) are not enabled in this test drive file. This is subject to change.

Module 2: Maximize QuickBooks Online 8
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Topic 1: Categories

INTRODUCTION TO CATEGORIES

This module explores advanced concepts regarding the categorization options and workflows
available to optimize QuickBooks Online for your clients. It is important to be familiar with them to
know what is appropriate for your client. There are lots of options, but not all may be appropriate.
Just because you can do something doesn’t mean you should. Also, these advanced procedures will
only be as successful as the data that is entered. You always want to make sure your client is trained
on using QuickBooks Online. For best results, make sure your clients and their staff who are entering
the data understand the entire procedure and commit to it. If they are not committed to doing the
work required of an advanced process, then perhaps a simpler workflow is best

QuickBooks Online is a database. You must set up the database structure to provide the results and
information the client is seeking. In this module we look at advanced optimizations of QuickBooks
Online for your clients by using the categories available.

CATEGORIES

QuickBooks Online offers many solutions for categorizing financial transactions. The most common
categories used are Chart of Accounts and product and service items. Additional lists are available
to categorize financial activity to further optimize QuickBooks Online for your client. Class, location
and customer categories let you track the income, expense and net profit of different segments of a
business, such as departments, product lines, stores, regions and projects. Here are a few examples
of how these categories are used:

® Nonprofits raise funds for specific programs and must associate all dollars coming in and out to a
specific fund

@ Real estate brokers track sales and expense by agent

@® Designers track sales and purchases related to their customer projects

You can use one of these mechanisms or all of them.

To understand how financial activity is organized, we'll explore the components of a transaction —
source and targets. QuickBooks Online uses this concept of source and targets to build transactions
and reports. Understanding the concept will help you set up the accounting workflow appropriately
for a particular company.

Module 2: Maximize QuickBooks Online 9
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The source of a transaction is the summary information about the transaction and includes the
transaction date, transaction type, reference number, name, memo, account, location, and the total
amount of the entire transaction. Each element of source data occurs only once in the transaction.
The source account is always a balance sheet account. On an invoice, the source data is found in the
header section of the screen and the source account for an invoice is accounts receivable.

The targets of a transaction provide the information about how the transaction is distributed in the
general ledger and include memaos, accounts, amounts, location, class and job. Each element of the
target data set can appear multiple times in the transaction. The target accounts can be balance
sheet or P&L accounts. On an invoice, the target data is found on the line item grid in the middle of
the screen and the target accounts for an invoice are related to each of those product/service items
and any related inventory costs.

You can determine the source and target information of an existing transaction by viewing a
Transaction Journal report. Each transaction that affects general ledger accounts has a Transaction
Journal report. Open a Transaction Journal report from an existing transaction in QuickBooks Online
by clicking More on the bottom menu then selecting Transaction Journal.

Castle Construction

URNAL

DATE TRANSACTION TVSE Y AD NAME MEMODESCRETION ACCOUNT » AOCOUNT

The Transaction Journal shows the amounts debited and credited to general ledger accounts on the
underlying journal entry, including accounts that were not visible on the transaction screen itself,
such as inventory and COGS. This report shows the source and target information of the transaction.

The information contained in the first line of the report is the source data. See the Accounts
Receivable category and the total amount of the invoice? This is considered the source of the
transaction.

The rest of the lines are target data. They show how the transaction was distributed to the general
ledger. In the case of this invoice, the transaction was distributed to income, cost and asset accounts.

Module 2: Maximize QuickBooks Online 10
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Some of the source data is copied to the target fields. This Transaction Journal report doesn’t show

it, and you can see that the target lines do not show a transaction date, type, reference number or

name.

From a P&L you can drill down on an income account to view a detail transaction report. Here you'll
see transaction targets distributed to this income account. We can see the target data that was
copied from the source, such as transaction date, transaction type, reference number and name,

even though the Transaction Journal didn’t show it on the target line.

DWTE TRANSACTION TYPE NUN NAVE

otal foc 40140 Matarials income
Tots for 40100 Corstruction mcama

TOTAL

Castle Construction

TRANSACTION REPORT

Meech 2017

MEMODESCRFTON

AOCTANT

40t

AMOUNT BALANCE

Now with a better understanding of source and targets, we can explore how transactions are
categorized as classes, locations and jobs.

Module 2: Maximize QuickBooks Online
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CLASS TRACKING

Class tracking is used to categorize income and expense transactions from different sectors. Classes
are often used to track departments, enterprises, properties, product lines, service lines,
manufacturers and partners. For example, a construction company might create a class for each
service line: General, Site Work, Concrete and Masonry. A farmer might create a class for each
enterprise: Corn, Hogs and Soybeans. At the end of an accounting period, the business could create
income statements for each class.

Class tracking is activated in Account and Settings.

Account and Settings

Company i
Accounting First month of fiscal year January
First month of income tax year Same as fiscal year
Billing & Subscript...
Accounting method Accrual
Close the books Off
Sales
Expenses Company type Tax form
Payments Chart of accounts Enable account numbers Oon
Shipping account Shipping Income
Advanced .
Markup income account 40150 Construction Inc
Csategories |Z| Track classes () ©n

| | Warn me when a transaction isn't assigned a class

Assign classes

| One to each row in transaction ¥

| | One to entire transaction Off

‘ c One to each row in transaction

There are two options for assigning classes — assign one class to the entire transaction or assign one
class to each row in a transaction. There is also a setting to warn the user when a transaction isn't
assigned to a class. Class is always called class in QuickBooks Online.

Once class tracking is turned on in the QuickBooks Online company, you add / manage classes from
the gear icon by selecting List > All Lists > Classes.

Module 2: Maximize QuickBooks Online 12
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Classes can be hierarchical by creating sub-classes, letting you group and report on logically-related
classes together. You can have up to five levels of sub-class, including the top level. A class can have
only one parent; you may not assign a sub-class to multiple parent classes. Instead, if you wanted
several classes to have a specific sub-class, you would have to create a sub-class under each parent
location. Be mindful of your class structure as too many classes or levels of classes can be difficult to
read on a report and can be counter-productive to your desired results.

Classes only affect the targets of the transaction. When you set up classes to assign to each row in a
transaction, you can write one check for office supplies and split it among multiple classes. Each line
item represents a target associated to the office supplies expense account and a different class. The
source is associated to the checking account but not to a class.

When you set up classes to assign one class to the entire transaction, all target lines are assigned to
the specified class. This is confusing because you enter the one class in the header area — but
remember, class is never associated to a source, only targets, even when you assign one class to the
entire transaction.

Class Tracking - Reporting

You can easily filter a Profit & Loss report to show columns by Class. This can tell you if one class is
more profitable than another.

For example, you have a business that offers consulting and installation services. Class tracking is
ideal for you if it is typical to have purchases and sales that include both types of work. By specifying
the appropriate class on each detail line, you can run a Profit and Loss by Class report that would tell
you if your consulting business is more profitable than the installation business.

When using class tracking, you can specify a class or leave it unspecified. Unspecified transactions
will show on a Profit & Loss by Class report under the Not Specified column. Unspecified
transactions could represent a mistake or could represent financial activity shared between more
than one class. Businesses that require all transactions be classified can create a class to collect
shared transactions (such as overhead costs). Then they review their Not Specified class column
regularly to catch and reclassify transactions that were mistakenly posted with no class. Shared costs
can be allocated between classes at the end of the period. This is covered in Module 3.

Module 2: Maximize QuickBooks Online 13
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Castle Construction
PROFIT AND LOSS
January - December 2018
MEW CONSTRUCTION OVERHEAD REMODEL NOT SPECIFIED TOTAL
= INCOME
- 40100 Censtruction Income 50,00
40110 Design Income 2,400.00 1,000.00 750.00 %4,150.00
40130 Labor Income 11,203.50 53,581.50 $16,785.00
40140 Materials Income 15,093.33 24 539.44 1,600.00 $41,232.77
40150 Subcontracted Labor Inc... 43,220.00 142,843.50 $186,063.50
Total 40100 Construction Income 71,916.83 173,964.44 2,350.00 $248,231...
~ 40500 Reimbursement Income $0.00
40520 Permit Reimbursement In... 835.00 311.75 %1,146.75
Total 40500 Reimbursement Inc... 835.00 311.75 $1.146.75
Total Income 572,751.83 $0.00 $174,276... $2,350.00 3$249,378...
= COST OF GOODS S0OLD
50100 Cost of Goods Sold 790.21 4,530.75 35,620.96
- 54000 Job Expenses 50,00
54300 Job Materials 7,590.62 4,580.98 $12,171.60
54400 Permits and Licenses 225.00 0.00 $225.00
54500 Subcontractors 20,450.00 32,9200.00 %53,350.00
Total 54000 Job Expenses 28,265.62 0.00 37,480.98 565,746.60
Total Cost of Goods Sold 529,055.83 50.00 542,311.73 50.00 571,367.56
GROSS PROFIT 543,6%96.00 $0.00 $131.964... $2,350.00 $178.,010...
~ EXPENSES

Module 2: Maximize QuickBooks Online 14



Supplemental Guide Topic 1: Categories

If you were to run a Balance Sheet report and customize it to show columns by class, most balances
will be reported under the Not Specified class column since sources are typically recorded to cash,
bank, credit card, A/R and A/P accounts and do not contain the class field. Targets recorded to
Balance Sheet accounts, such as fixed asset purchases or loan repayments, will show in their class
column on the Balance Sheet by Class report if the class was specified. However, it is important to
keep in mind that, with sources posted to the unspecified class column and targets posted to
specified class columns, the Balance Sheet will not balance per class.

Castle Construction
BALAMNCE SHEET
As of December 31, 2016
MNEW COMNSTRUCTION OVERHEAD REMODEL NOT SPECIFIED TOTAL
= ASSETS
= Current Assets
- Bank Accounts
10100 Checking 27,874.62 3,935.54 536,810.16
10300 Savings 15,600.00 281.03 $15,8581.03
10400 Petty Cash 300,00 3500.00
Total Bank Accounts 50.00 543,974.62 50.00 59.216.57 $53.191.19
- Accounts Receivable
11000 Accounts Receivable 100,206.589 $100,206.89
Total Accounts Receivable 50.00 50.00 50.00 $100,206.89  $100,206.89
- Other Current Assets
12000 Undeposited Funds 1,500.00 18,252.08 519,752.08
12100 Inventory Asset 9.918.79 5,064.00 -4 39575 2,180.00 312,767.04
12800 Employee Advances 770.00 3770.00
13100 Pre-paid Insurance 4,943.02 54,943.02
13400 Retainage Receivable 1,241.22 555.50 $1,796.72
Total Other Current Assets $11.160.01 $10,777.02 5-2,340.25 $20,432.08 $40,028.86
Total Current Assets $11.160.01 $54,751.64 5-2,340.25 5129,855.54 5193.426.94
- Fixed Assets
15000 Furniture and Equipment 22,826.00 $22,826.00
15100 Vehicles 78,936.91 575,936.91
15200 Buildings and Improvements 325,000.00 $325,000.00
15300 Construction Equipment 15,300.00 $15,300.00
16900 Land 20,000.00 590,000.00
17000 Accumulasted Depreciation -40,203.88 -70,140.72  5-110,344.60
Total Fixed Assets 50,00 5491.,859... 50.00 $-70,140.72 5421.,718.31
= Cither Acoste
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All lines on a journal entry transaction are treated as targets. There’'s no source line on a journal
entry. Adding an adjusting journal entry specifying the class could adjust Balance Sheet account
balances for each class column, but this would require a good bit of manual work to adjust and may

not be the best way to proceed.

QuickBooks Online Accountant provides a tool to reclassify transactions in batch. On transaction
targets, you can reclassify the account and class; this is denoted by a green light icon on the

. When a product/service item is used on a target transaction, the tool will only
allow you to reclassify the class, denoted by a yellow light,

transaction row,

reclassified with this tool at all, denoted by a red light, o .

. Transactions sources cannot be

Transactions

MName: |AII

Type

3 Expense
5 Expense
5 Expense
> Expense
: Bill

: Bill

5 Expense
12016 Expense
3 Expense
: Bill

: Bill

: Bill

: Bill

: Bill

016 Expense

Accounts: Show  |Selected Account

- Show transactions:

| Include Journal Entries

Name

Patton Hardware Supplies
Patton Hardware Supplies
Patton Hardware Supplies
Patton Hardware Supplies
Perry Windows & Doors
Perry Windows & Doors
Timberloft Lumber
Timberioft Lumber

Patton Hardware Supplies
Larsen Flocring

Perry Windows & Doors
Timberioft Lumber
Timberioft Lumber
Thomas Kitchen & Bath
Patton Hardware Supplies

Memo

Window
Plumbing fitures
Window - Basic Picture

Window - Standard Bedro...

Rough lumber
Trim lumber

See attached style and col...

Rough lumber
Trim lumber
see attached specs

Class
Remode!

Mew Constru...
MNew Constru...
Mew Constru...

Account

24300 Job Materials
54300 Job Materials
543
54300 Job Materials
24300 Job Materials

) Job Materials

Mew Constru... 54300

Mew Constru... 54300

MNew Constru...
Mew Constru... 543
Mew Constru... 543
Mew Constru... 543
MNew Constru... 5
Mew Constru... 543
Mew Constru... 543

Remoded

) Job Materials
) Jobr Materials
) Job Materials
) Job Materials
) Jobr Materials
) Job Materials
54300 Job Materials

Total Selected:

Module 2: Maximize QuickBooks Online
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LOCATION TRACKING

Use location tracking to categorize entire financial transactions from different sectors. Location

Topic 1: Categories

tracking is activated in Account and Settings. In Account and Settings you can select the

nomenclature used for the location tracking category in your QuickBooks Online company by

selecting from several labels: business, department, division, location, property, store and territory.

Categories

Automation

Track claszes (7)

|:| Warn me when a transaction isn't assigned a class

Assign classes

One to each row in transaction ~

Track locations (%)

Location label

Location

— Business

| g Save

— | Department
Division

Pre-f . eviously entered content
Location

Auta credits
Property

Auta . e unbilled activity

Copt Territory voices

Automatically apply bill payments

On

5

5

5

Module 2: Maximize QuickBooks Online
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Location tracking affords you the ability to view informational reports by location and manage
groups of transactions by location. For example, you can limit the Deposits page to show only
customer payments for each particular location. This lets you see all the payments received for one
location and deposit them as a group.

Deposit

b,

$0.00

Salect Existing Paymdgn' A toos

Once location tracking is turned on in the QuickBooks Online company, you add / manage locations
from the gear icon by selecting List = All Lists - Locations (or whatever nomenclature you chose).

You can specify sub-locations for hierarchical categorization letting you group and report on
logically-related locations together. For example, you can group city locations under a regional
parent location which then might be grouped under a state. You can have only five levels of sub-
locations, including the top level. A location can have only one parent; you may not assign a sub-
location to multiple parent locations. Instead, if you wanted several locations to have a specific sub-
location, you would have to create a sub-location under each parent location.

Module 2: Maximize QuickBooks Online 18
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When you set up or edit locations, a pop-up screen gives you options to specify unique settings on
sales forms for that location: form title, company name, address, email and phone number. If you
specify these settings for a location, it will override whatever is set up in the company tab of Account
and Settings.

Location Information

*Name
Program 3|
|_| Is sub-location
|:| This location has & different title for sales forms.
| | This location has a different company name when communicating with customers.

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

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

| | This location has & different phone number where customers phone me.

Locations are assigned in the header of the transaction. That being said, location tracking affects
both the source and target lines of a transaction. Remember, you can only assign one location per
transaction.

The exception transaction is the journal entry. There is no source to a journal entry, only targets.
Therefore you can apply multiple locations to a single journal entry.

C\
TIP: Since all lines on a journal entry transaction are treated as targets, it is important to
remember that all lines on a journal entry that adjust a specific location should balance in
order for the balance sheet to remain in balance. Therefore you must debit and credit the

same total amount to a particular location on a journal entry.

Module 2: Maximize QuickBooks Online 19
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Location Tracking - Reporting

Because locations affect the source of the transaction, you can run a Balance Sheet by Location
report and get correct results.

Larry's Landscaping & Garden Supply
BALANCE SHEET
As of March 31, 2017
LARRY'S LAMDSCAFPING EAST LARRY'S LAMDSCAPING WEST PROGRAM 1
- ASSETS
= Current Assets

~ Bank Accounts

10100 Cash Expenditures

1045 Barter -10.00

1071 Bill.com Money In Clearing

1072 Bill.corn Money Out Clearing

1099 Barter Account -64.00 1,305.00

1100 Chase 1234 79145 -2,542.20 -21.56

Chase Checking -3,028.00 -4,100.00

Checking 47,315.00 -1,354.85

Checking 4567 -150.00

Daily Sales Register

Mileage bank

Tips Clearing account

Total Bank Accounts $45,014.48 5-2,752.05 3-4121.56
- Accounts Receivable

1200 Accounts Receivable 68414 2,468.64 600.00

Total Accounts Receivable 5-684.14 $2,468.64 $600.00
~ Other Current Assets

1300 Inventory Asset

The Profit & Loss by Location report will tell you how each location performed compared to others,
and the same goes for a Cash Flow Statement by Location, Sales by Location and so on.
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Furthermore, you can create custom detail reports that group by location, such as:

® Sales by Customer Detail

@® Sales by Product/Service Detail

@® Transaction List by Customer

@® Transaction List by Vendor

@® Transaction Detail by Account

® Transaction List by Date

@® Recent Transactions

From the Location list, click the Run Report button for a particular location to see all transactions

assigned to that location. Click the Run Report button at the top of the screen to run a report with a
list of locations

Locations Run Roport n

<
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Location Tracking - Additional information

When using location tracking, generally all transactions should be specified with a location — do not
leave any transactions with an unspecified location. There is no setting to warn the user when a
transaction isn't assigned a location.

The last location used on a transaction is often the default location on the next new transaction
screen. The QuickBooks Online Accountant tool allows you to batch reclassify transactions between
accounts and classes, but does not allow reclassification of location. Be sure to verify the location
category on every transaction and do not depend on the ability to reclassify in batch. Run your
Balance Sheet and Profit & Loss reports by location to look for not specified transactions and click
through to assign a location to each.

The location category is commonly found in the header section of the transaction screen. However,
some transaction screens do not show a location field. In many cases, QuickBooks Online assigns
the location based on the original transaction in the workflow. To avoid unexpected results, use
standard workflows in QuickBooks Online.

Bill @ X

$0.00

Standard workflow for sales is to record activity using sales receipts or invoices with received
payments, grouped into deposits. You should not enter sales directly to an income account on a
deposit. On the Receive Payment screen, the location is determined by the invoice to which the
payment is applied. If a single payment is applied to multiple invoices that are coded to different
locations, only one location will be assigned to the payment which could give you unexpected
results on reports. Also, if the location is assigned to the invoice after the payment has been
received, QuickBooks does not go back and assign the location to the payment. Again, unexpected
results.

When you follow to the next step of the sales workflow and make a deposit, you can specify which
location to show Undeposited Funds for.
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Standard workflow for accounts payable is to record activity using bills and bill payments. The
location is assigned on the bill. This allows you to filter the Pay Bills screen to show only bills due for
a particular location. You will get unexpected results if the bill payment is applied to multiple bills
that have different locations, or if the location is assigned to the bill after the payment has been
made.

. .
(% PayBills
Payment account Payment date
Chase Checking - Balance $-2,359.41 03/31/2017

Filker = Last 365 Days

Due Date From To DATE

Location

E :

Mone
‘ Apply

Larry's Landscaping East

(USE

Larry's Landscaping West
Program 1

Program 2

Program 3
If there are billable expenses added to the invoice that do not have a location assigned or have a
different location than the invoice, the payment will not show a location. Billable charges allocated to
a particular location will show in the customer’s invoice drawer. You must open each charge to see

which location it was for in order to determine whether to pull it into the invoice you are creating for
this location. Alternately, you can run an Unbilled Charges report where location is a default column.
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Additional unsupported transactions are as follows:

@® Journal entries with unbalanced locations

@® Paychecks allocated to multiple locations

@ Payroll liability payments

@ Sales tax payments and adjustments

® Prepayments from customers entered in Receive Payments window
@® Discount entered in Receive Payments window

@® Discount entered in Pay Bills window

@® Pay bills with bill credit with different location

@® Transfer funds between locations

® Inventory quantity on hand adjustments

If you have a situation where location tracking sounds like a solution, run some tests first to make
sure it will work in your scenario. For financial transactions where the location field is not available,
such as transfers, statement charges, sales tax payments and adjustments, use journal entries.
Familiarize yourself with where to find the location field on different types of transactions.

If you are using any third party apps that sync data to QuickBooks Online, explore whether they sync
data to/from the location category. This category is called the DepartmentRef field by the
QuickBooks Online API (application programming interface), which is the platform on which third-
party apps integrate.

In some multi-location environments, one location pays for a purchase made by another location.
For example, you may have a credit card owned by Location #1 that is used for purchases by other
locations. In these cases, the transactions should be recorded to a receivable from Location #2 asset
account, with the offsetting entry to the Credit Card liability account. Location #1 must be specified
in the location field for each transaction recorded — in order for the balance sheet to balance — even
if Location #2 was the one which incurred the expense. Then, at some regular interval, an
intercompany adjustment must be made to record the expenses for Location #2 and Location #2's
payable to Location #1. Location #2 must be specified in the location field on every line of this
journal entry.

When transactions are assigned a location, you can produce financial statements for each location.
Not all reports include a filter for the location field, such as the Trial Balance report.
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JOB TRACKING

Where class and locations are likely more permanent categorizations related to business activity year
after year (as is the Chart of Accounts), jobs may be humerous and temporary in nature. If you work
on more than one job for a client, use sub-customers to keep track of the details related to each job.
Sub-customers create a hierarchical relationship between customers, useful for tracking multiple
jobs per customer. Sub-customers can represent many things — from subsets of customers such as
multiple customer locations or sub-groups within a larger organization to continuously growing
numbers of jobs associated to a customer. For example:

@® Law firms may track clients as customers and their cases as sub-customers
@® Designers may track their clients as customers and their projects as sub-customers
@® Nonprofits may track their donors as customers and their grants as sub-customers

@® Contractors may track their customer address as customers and projects for that address as sub-
customers

® Wholesalers may track the "bill to” address as customers and “ship to” location as sub-customers

You can have an unlimited number of sub-customers, but you can only create sub-customers nested
to five levels deep, including the first customer. A customer can have only one parent; you may not
assign a sub-customer to multiple parent customers. Instead, if you wanted several customers to
have a specific sub-customer, you would have to create a sub-customer under each parent
customer.

Once you've established how you will employ the use of sub-customers to organize your jobs, you
can assign financial activity to the jobs and measure their financial performance, referred to as job
costing. Job costing tracks any direct expenses incurred on a project against the revenue produced.
This will tell you the profitability of each job. Knowing which jobs are profitable and which are not
allows you to explore what factors affected these outcomes and take action to engage in the jobs
you want in the future.

There is no special set up to track sales by customers/sub-customers. When a sale is recorded using
an invoice or sales receipt, the income is automatically associated to the customer job. You can
invoice either the customer or the sub-customer.

In the Customer Center, customer balances due include the balances of their sub-customers. If you
configure a sub-customer to Bill this customer, you will not see this sub-customer’s invoice on the
Receive Payment screen for the parent customer. If you want to see all invoices related to parents
and subs, configure the sub-customer to Bill with parent. That way, if the parent pays for a sub-
customer invoice as well as a parent invoice, both invoices will show on the Receive Payment screen.
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Customer information 7
Title  First name Middle name Last name Suffix Email
| Mrs. H Kristy H || Abercrombie ” ‘ | kristy@samplename.com ‘
Company Phone Mobile Fax

‘ | 415-555-6579 H H |
*Display name as Other Woebsite

Family Room

Print on check as\:\ Use display name

Is sub-customer

| Mrs. Kristy Abercrombie

-

‘ | Abercrombie, Kristy | Bill with parent =

Address

| Motes || Tax info || Payment and billing || Attachments | Bill with parent
Billing address msp Shipping address msp D Sarn Bill this customer
5647 Cypress Hill Rd Kristy Abercrombie -
5647 Cypress Hill Rd -
Bavchar CA QAL
| Bayshore ” CA ‘ | City/Town | State/Province ‘
| 94324 H Country ‘ | ZIP code | Country ‘
[ Cancel “ Make inactive l Privacy Save

You can also choose eight different labels to call your customers in Account and Settings.

Other preferences Date format

Number format

Customer EEEI

Sign me out if inactive for

l:' Warn if duplicate check number is used

D Warn if duplicate bill number is used

|MM.-’cldfm1_,r - |

| d22 455 00 b
|

Customers ¥

Clients

@

Customers
Donors
Guests
Members

Patients

I=oanic

Privacy | Security | Tarme of Service
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How about on the expense side? How do you assign purchases to customers? You need to set the
proper settings in Account and Settings prior to entering transactions.

At the minimum, check the setting to Track expenses and items by customer. This will add a
customer column to purchase transactions.

Bills and expenses |Z| Show ltems table on expense and purchase forms (2} On
|Z| Track expenses and items by customer (2) On
|Z| Make expenses and items billable (2 On

|E| Markup with a default rate of | 0 % @

| | Track billable expenses and items as income (&)

|:| Charge sales tax (@

Default bill payment terms MNet 10 v

(> Check #515

10100 Chacking o | Balancn $124.557.08 |

Mallng sddress Paymens date

v Account details

! ACCOUNT DESCIIrTION AOUNTl  CostoMeEn

54500 Job ExpensesSubiont 1000000 Aberzrombis, Kiistyionc

When an expenditure is incurred you can associate it to the related customer job by entering that
name in the Customer column of the Account or Item details. You can split the expenditure into
multiple lines associated to different customer jobs. You can assign a customer either in the Account
Details section or the Item Details section. You can assign a customer/job to checks, bills and
expenses. You cannot allocate the cost of payroll to a job. The built in payroll services do not allow
for job costing (at least at this time). There are workarounds and third-party apps that can help with
job costing labor. You might use a zero dollar check to allocate payroll labor. Zero dollar checks will
be covered in Module 3.
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To get better reporting, the best way to record job costs, outside of inventory, is to use double-sided
items, available in QuickBooks Online Plus. In order to that, the other setting you need to make sure
is checked is to Show Items table on expense and purchase forms.

Then use double-sided items with or without tracking inventory quantity on hand. Double-sided
items allow for greater operational analysis of what each company buys and sells and the related
gross margin on each product or service.

That being said, you may assign a purchase to an account and a customer even if it's not associated
to a product sold for purchases such as postage or meals that are just pass through expenses.

If you are using the Inventory feature in QuickBooks Online, the invoice that records the sale of
product will record the costs of goods sold related to that specific job (sub-customer) for you.
Job Tracking - Reporting

With income and expenses posted to the general ledger and associated to specific customer/jobs,
you can run informational reports that give you greater control over your business.

You can run a Profit and Loss report several different ways.

One way is to change the Rows/Columns and show the columns by Customer.

¥ Rows/Columns

Columns Show non-zero or active only

Total Only - Active rows/active o -

Total Only

Months
Quarters
Years
Customers
Vendors
Employees % of Column

Locations S
% of Expense
Clazses
1 T oS- g

| TIeTa—

¥ Header/Footer
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This will show each customer in its own column and you can see the net income for each job. The
last column before the Total column may say Unspecified for the customer. This reflects transactions
that have not been assigned a customer. If you want to use job costing, you may want to set up a job
to capture expenses that are not associated with a specific job, such as an Overhead customer. That
way, when you look at this report, if there is something in the Not Specified column, you know it's a
mistake. There is no reminder to always assign a job. You probably will not want to print this report
as it could get very wide.

Instead, another way to look at the P&L is to filter for a specific job or jobs. That will create a much
more manageable report.

P Rows/Columns

* Filter

Customer Select Multiple ... -

All
Mot Specified

Specified

fSeIact all)

Abercrombie, Kristy
Abercrombig, Kristy:Family Room
Abercrombie, Kristy:Kitchean

Abar:rombie, Kristy:Remodel Bathroom

| Alled Dol
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If you are choosing multiple jobs, make sure to also show Columns by Customer as in the last
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example. You might also want to run the report using All Dates, to show the total profitability for the

job.

S Hack s 1wpont i -
e oY
All Ot < [
Okaplay cobimes by T (e 2000 4o action 0oy Pocied 10 compars Accowting mathod
Customay v Active rows/sctive coumne * Selact paciod . Cash ® Accnaal - fypet =
Fliterm  Customer X
Cullagee  Scrte  Adkd notne S8 huuder g 8
Costle Construction
PROFT AND LOSS
All Dates
ASERCROMEE KRSTY FAMILY 300M WITOHEN FEMODEL SATHROOM TOTAL ASERCROMEE. KRETY TOTAL
= INCOME
» 40100 Construchon Income 090 000 $0.00
40110 Devign menme 130.00 13000 $730.00
40130 Laber income A\RLLF . $60.00 2.718.00 438025 498035
AU1A0 Mmerias Intee 184920 2.920,00 2,227.50 706730 $2.007.30
40150 Subcootincted Labor Inc. 1.302.00 1. 804.00 290400 $£3,10&.00
Total 40100 Construction Incaeme 371008 A792.00 074950 15,252.55 $15.252..
Laes 1,200.00 120000 $1,200.00
Total moome 31.200.00 SATI100  sA9200 $6.749.50 31045255 STAS2..
« COST OF GODOS SOLO
20100 Cast ol Goods Sald s 4105 54188 S 4005
+ S4000 Job Expesses $0.00
54200 Equipment Rental 200.00 0000 §300.00
54300 Job Materialy 1.700.00 $45.00 372623 577123 $577%23
54500 Subcontacton 1.700.00 1,3%0.00 2,650.00 £3,09G.00
Tutal 54000 Job Expenses 1.100.00 264500 541423 916123  S914123
Yotal Cont of Goods Sold $0.00 651057 3264500 541423 31457974 $ra570.
GROSS PROFIT $1,200.00 5.2,80746 3214700 $1.333.27 sve72.0M svemnam
EXPENSES
Total Expenaes £0.00 S8.00
NET OPERATING INCOME 31.200.00 3 200748 3214700 3133327 sLuraans 3107201
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You can also customize a P&L report to show columns by items to track the profitability of products
and services. By using product/service items mapped to the correct account in the general ledger,
your coding will be more consistent for your financial statements. Run a Profit & Loss by

Product/Service to track you

r margins.

¥ General
Report period

Last Quarter v

Accounting method

Cash @ Accrual

Number format
[ ] Divide by 1000
|_| Without cents

|7| Except zero amount

* Rows/Columns

Columns

01/01/2017 to 03/31/2017

Megative numbers
100 -

[ ] Show in red

Show nen-zere or active only

| Total Only v

Active rows/active c -

Total Only
Days
Weeks
Months
Quarters
Years
Customers
Vendors
Employees
Locations

Classes

Products/Services

% of Column

% of Expense
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ASPLANCE
40
40130 Labor income
40130 Materals Income 1.630.00
40150 Sudbcanteatted Labar If
Total 40700 Construction inco... 1,030.00
« 40500 Reimbuisement income
40520 Mermit Reimbursenent
ToAn! 40500 Reimbarserment o
Saim
Sales of Prodoct Ircome
Total Incomm $1,050.00
« COST OF GODDS SO0
50100 Cost of Goods Sokd
« 53000 Job Expenses
54300 Joty Matarialy E¥3.00
54500 Subcuntracton
Totnl 54000 Job Expensed 69500
Total Cost of Goods Sold S695.00
GROSS PROFIT 533500
« EXPENSES
« 60100 Automobie

500.00

$500.00

s$0.00
£500.00

32720

$327.m0

$72.00

525580

LIGHT PINE

3.500.00

$3.500.00

$1.500.00
$2.000.00

TOTAL CARNETS

4.227.80

$4.227.80

51,572.00
$2,755.80

CARNETS - QUSTOM

119600

1,196.00

$1,194.00

598.00
$598.00
$596.00

TOUNTER

1,500.00

1,500.00

$1,900.00

$000
$1.900.00

ELECTRCAL MATERALS

240000

2A00.00

$2.400.00

2,000.00

2,000.00
£2,000.00
£400.00

Other reports you can run that may be helpful for analysis are:

® Expenses by Vendor Summary with Columns totaling by Customer (and possibly filtered for a

particular customer)

@® Purchases by Vendor Detail with a Customer column added

@® Purchases by Product/Service Detail with a Customer column added
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Topic 2: Tools & Features

In the core certification, you learned about all the basic accounting features and workflows. In this
section, you'll learn about additional features that can help your client run their business.

Your clients depend on you to optimize QuickBooks Online for their particular business.

For example, should they track inventory quantity on hand, perform periodic inventory or use a POS
system and enter daily sales? Maybe they learn they now need to charge sales tax. Or perhaps they
are expanding globally and need multicurrency.

QuickBooks Online makes it easier for businesses to track every dollar coming in and going out of
the organization. This helps them save time and stay organized. QuickBooks Online links related
transactions so you can follow a trail to find, for example, the purchase order that created the bill
that resulted in the bill payment that downloaded on your banking screen. In this section we'll
explore some advanced tools and features that will help you help your client.

BUDGETS

Help your clients prepare a budget. Success requires planning. Nearly 50% of new businesses fail
within five years. Businesses fail for many reasons, some outside the entrepreneur’s control, but the
single largest reason for company failure is being undercapitalized, not having enough cash to pay
salaries, bills and grow the business. Cash is king, so chart your clients’ cash inflows and outflows,
both current and projected, for the next six to 12 months. An interim target is for inflows to equal
outflows — called breakeven. However, breakeven is not the goal — you want to be rewarded for
doing the work and taking the risk of starting the business. Estimate future income and expense so
that over time you can compare it against actual performance. Budgets force the owner to take the
time to look at current numbers and project future numbers. It's a reality check!

QuickBooks Online budgets are based on the fiscal year set up in Account and Settings. You can
only set up budgets for Profit & Loss accounts. There is no budget for Balance Sheet accounts. You
can only create budgets one year at a time. QuickBooks Online allows you to create and manage
multiple budgets. Profit & Loss budgets are imported when data is converted from QuickBooks
Desktop. You must be using QuickBooks Online Plus to create budgets.
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Accounting

First month of fiscal year (2)

January ¥

First month of income tax year

Accounting method (2

Same as fiscal year

-

Accrual T

[ ] Close the books ® Off
Access Budgeting from the gear icon.
ction Company ¥ Search Q e -ﬁc}}

Your Company
Account and Sentings
Menage Users
Custom Form Styles
Chart of Accounts
Payroll Settings

QuickBooks Labs

Company Templates

Castle Construction

Lists

All Lists

Products ang Services
Recurring Trensactions

Attachments

Tools
Impaort Data
Export Data
Reconcile

Budgeting

AuditLog

Order Checks [

ME Raimendi
User Profile
Feedback
Refer s Friend
Privacy

Switch Company

i~
[ Sign Out

If a budget is already set up, you can select an existing budget to edit or you can click New Budget.

Budgets

Sesset Buoge! FY_2017 -

FY_2017 - Jan 2017 through Dec 2017 Profit and Loss

ReRamE Deleta

Accounts

¢ Show Blank Rows

Jan Fab Mar

Moy Jun Jul

Aug Sep Oct

Now Dec Totat
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New budgets in QuickBooks Online can be created from historical information, from scratch or
copied from another budget. If you choose to start with actual amounts (historical information), you
have the choice of basing it on last year or the current year. For example, if you're creating a budget
in November, 2017 for 2018, you might want to base your budget on the current year (2017), which
is probably more relevant than the year before (2016).

@ Secure | https://gbo.intuit.com/c8/v1703.630/495716747193415/mini/start?inty

Do you want to start with any amounts? Page 2 of 4

Start with:| '® Actual amounts from

LastFiscal Year v

T UNCEI, the] ast fiscal year Later, you can change

This Fiscal Year

. No amounts. Create budget from scratch.

You will need to enter amounts for everything you want to budget.
. Copy from an existing budget:

| FY_2017-FY17 P&L v |

Start with a copy of the selected budget. Later, you can change
individual amounts.

Prrvacy
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Budgets can be subdivided by customers, classes or locations. You need to name the budget to
differentiate it from other budgets.

Which fiscal year are you budgeting?

Page 4 of 4

Select fiscal year: | FY2017 (Jan 2017 - Dec 2017) v |

Choose the fiscal year to track for this budget.

If the fiscal year doesn't start with the right month, cancel this
interview and go to Preferences. You can change the first month

of your fiscal year in the Company section of Preferences.

Budget name:

Displayed name:

Remodel|
Enter a name that will help you identify this budget.

Remodel - FY17 P&L Classes
This is how the name of your new budget will be displayed.

If you are subdividing a budget, select the appropriate subdivision as long as there are fewer than
200 active records for those criteria.

In this example, the budget is subdivided by classes; the class the budget is being created for is

Remodel.

Budgets

Remodel -.Jan 2017 through Des 2007 Brofitand Lossauith Classes

Select Budget| Remodel - FY'17 P&L Classes ¥ Rename Delete

New Budget

Show rows as| accounts ¥ forthisclass:| - ¥ Show Blank Rows
Accounts =< Add New == ~ | Apr May  Jun Jul Aug Sep Oct
........ = Mot Specified
40100 Construction Incomg New Construction
Overhead
40110 Design Income Remaodel v

40130 Labor Income
40140 Materials Income

40120 Equipment Rental Income

40150 Subcontracted Labor Income

View By | Month »
MNov Dec Total
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New Budget

40100 Construction Income

Select Budget| Remodel - FY17 P&L Classes v Rename Delete
Remodel - Jan 2017 through Dec 2017 Profit and Loss with Classes

Show rows as for this class:| Remodel - | Show Blank Rows
Accounts acoums Jan Feb  Mar Apr May  Jun Jul  Aug Sep  Oct
........ = classes

View By Month ¥

Nov Dec Total

-

You can view the budget by different time periods in the upper right section and also enter the

budget by different time periods as shown below.

Edit - Billable Expense Income for Remodel

Enter by: Copy Across Clear Revert
Maonth
Quarter
Jan: . Mar: Apr: May: Jun:
ﬂ v
S Sep: Oct: MNowv: Dec:
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If you chose to enter by year and show by month, QuickBooks will automatically divide the full year

budget evenly by 12.
Salect Buoget Ramodal - FY17 PAL Classes v Rename Delete New Budpet
Remode! - Jan 2017 through Dec 2017 Profit and Loss with Classes
Show rows a8 accounts v O TIE Clash Remagel - Show Biank Rows View By Manm
Accounts Jan Fab Mar Apr May Jun Jul Aug Sep Oct Nov Dec Total
Income
Biliable Expansa Ncome I 1000 1000 1000 1000 1000 1000 1000 Y000 1000 1000 1000 1000 12000 I
Cost of Goods Soid
Expenses
Other Income
Other Expenses
Eon - Income for R: el
Enlrby Year v Copy Across Cear Reven Flow Tolet:$.12,000
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If you are entering by month or quarter, you can click the Copy Across button.

S RETTOueT - JaiT 2017 O ougin DeC 2017 PTONCang CoSs Willl Classes

Show rows as | accounts v

Jan Feb Mar

Accounts

40100 Construction Income
40110 Design Income
40120 Equipment Rental Income
40130 Labor Income
40140 Materials Income
40150 Subcontracted Labor Income
401949 Less Discounts given
40500 Reimbursement Income
40510 Mileage Income
40520 Permit Reimbursement Income
40530 Reimbursed...eight & Delivery
Billable Expense Income
Sales

Edit - 40110 Construction Income:Design Income for Remodel

Enter by: | Month ¥ Copy Across Clear

Revert

for this class: | gemodel =

Apr May Jun

¥ Show Blank Rows
Jul Aug Sep

Jan: 2000 | Feb: Mar: Apr:

May:

Jun:

Jul: Aug: Sep: Oct:

Nov:

Dec:

Oct

View By Month v

Nov Dec Total

Row Total: §

Save & Next

Here's the result.

Enter by: | Month Copy ACross

Clear

Revert

Jan: 2000 Feb: 2,000 Mar:

2,000 Apr:

2000 May:

2,000/ Jun: 2,000

Jul: 2000 Aug: 2,000 Sep:

2,000| Cct:

2000 Now:

2,000 | Dec: 2,000
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Check and uncheck Show Blank Rows to show or hide blank rows.

NOT CHECKED

SelectBudget Remodel - FY17 P&L Classes r Rename Delete

Remodel - Jan 2017 through Dec 2017 Profit and Loss with Classes

Show rows as | accounts v | forthis class: | ggmodel - ||:| Show Blank Rows I

Accounts Jan Feb Mar Apr May Jun Jul Aug Sep Oct
Income
40110 Design Income 2000, 2000 2000 2000 2000 2000 2000 2000 2,000 2000

Cost of Goods Sold
Expenses
Other Income

Other Expense

CHECKED

Select Budget| Remodel - FY17 P&L Classes v Rename Delete New Budget

Remodel - Jan 2017 through Dec 2017 Profit and Loss with Classes

Show rows as | accounts v | forthis class:| gemgodel - ¥ Show Blank Rows View By | Month ¥
Accounts Jan Feb Mar Apr May Jun u ug ep Oct Nov Dec Total

40100 Construction Income
40110 Design Income 2,000, 2000 20004 2000 20004 2000 2000 2000 20004 20004 20000 2000 24,000
40120 Equipment Rental Income
40130 Labor Income
40140 Materials Income
40150 Subcontracted Labor Income I:\
40199 Less Discounts given
40500 Reimbursement Income
40510 Mileage Income
40520 Permit Reimbursement Income
40530 Reimbursed.. eight & Delivery
Billable Expense Income

Sales

Edit - Billable Expense Income for Remodel

Amounts are entered and edited one line at a time. When you finish one line, click on Save & Next
and move to the next line. Amounts are automatically rounded to the nearest dollar. All budget
reports show in whole numbers. When you are finished entering the budget, click on Finish.
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Budgets - Reporting

There are two types of budget reports:

@® Budget Overview - This report shows a summary of budgeted amounts for a specific budget

@® Budget vs. Actuals - This report shows a summary of budgeted amounts versus actual amounts
and their variances and variance percentages

2! Step-by-Step: Set up a Budget Report

1. Select Reports - All Reports.
2. Select Business Overview.
3. Click to select Budget Overview or Budget vs. Actuals.

4. Inthe header section of the report, you can choose which budget to show. If you are reviewing
the Budget vs Actuals report, you can also choose Cash vs Accrual and Period to compare.

Reportperiod -

Custom hd 01/01/2017 to | 12/31/2017
Budget Show non-zero or active only Period to compare Accounting method
) ‘ Run report ‘
Remodel - FY17 P&L Classe ¥ Active rows/active columns ¥ Budget amount over v Cash @ Accrual
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5. Click the Customize button to further refine the report by choosing which grid to show and filter
by the available choices.

v General

Budget

Remodel - FY17 P&L «

Report period

Custom v 01/01/2017 to 12/31/2017

Number format Negative numbers

D Divide by 1000 100 v

D Without cents
|:| Show in red

w Rows/Columns

Show Grid

Accounts vs. Classes ¥

Accounts vs. Classes bnly
Classes vs. Months
Classes vs. Qtrs

« | Classes vs, Total
Accounts vs. Menths
All -

Accounts vs, Otrs

Accounts vs. Total

All v

w Filter

D Account All v

D Class All -
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o

Companies such as remodeling and design companies that fulfill service orders over a
period of time benefit from measuring customer estimates against actual job costs. This can
be done in QuickBooks Online using budgets. Since QuickBooks Online allows you to create
multiple budgets, you can create a budget for each job. Create each budget from scratch,
subdivided for a particular customer. Specify the customer job and enter the estimated
income and cost details for the particular job. Then run a Budget vs. Actual, renamed
Estimate vs. Actual, report. Customize it to filter for the specific customer job. Save this
report to regularly monitor the progress of the work .However, remember that a budget can
only be created for a fiscal year. If the job spans more than one year, you will have to create

multiple budgets for the job.

INVENTORY

QuickBooks Online can track the quantity, purchase costs, sales revenue and cost of goods sold for
your inventory items. The inventory feature is available in QuickBooks Online Plus. Here are some
key points:

® The value of an inventory item in your books is the amount you paid for it

@® Recording the purchase of an inventory item increases the Inventory Asset account on your
Balance Sheet report by the cost of the item and increases the Quantity on Hand units for that
item

@® Recording the sale of an inventory item decreases the Inventory Asset account by the original
cost of the item and decreases the Quantity on Hand units for that item

@® Recording this sale also increases the Cost of Goods Sold account (COGS) by the original cost of
the item and increases the Sales of Product Income account by the amount your customer paid
for the item. The difference between the income amount and the COGS amount is your gross
profit on that item.
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Inventory Method

At times you might pay more for some units of a given product than for others due to price
fluctuations. When this happens, QuickBooks Online uses a method called FIFO to manage the cost
accounting as you sell units of that product. FIFO stands for first in, first out.

As the name implies, QuickBooks Online will always consider the first units purchased to be the first
units sold and will adjust your assets and COGS accordingly whenever sales of inventory items are
entered.

For example, you decide to sell a product called a widget. You purchase 10 widgets for $10 apiece.
While they remain in inventory, the widgets are considered assets and are valued at cost.

@® Current Inventory: 10 units at $10 each
® Total Widget Assets: $100

® Total Widget COGS: $0 (since you haven't sold any yet)

People love your widget. You realize you don't have enough. You order 20 more widgets, but since
your last purchase the price from your wholesaler has gone up to $12 apiece. When you record the
purchase, QuickBooks Online adds $240 to your assets.

@® CurrentInventory: 10 units at $10 each; 20 units at $12 each
® Total Widget Assets: $340

® Total Widget COGS: $0

You meet with the first customer and she purchases eight widgets. Because the $10 units entered
your inventory before the $12 units, QuickBooks Online applies the FIFO rule and values all eight
units in this order at $10 apiece. When you record the sale, the asset total for widgets is decreased
by $80, and the COGS for widgets is increased by $80.

@® CurrentInventory: 2 units at $10 each; 20 units at $12 each
® Total Widget Assets: $260

® Total Widget COGS: $80
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You meet with another customer and he purchases five widgets. When you record the sale,
QuickBooks Online applies the FIFO rule and adds the $10 units first. Since only two of those units
remain in inventory, the other three units for this order are valued at $12 apiece. Your widget assets
are reduced by $56 (2x$10 + 3x$12), and your COGS is increased by $56.

® Current Inventory: 17 units at $12 each
® Total Widget Assets: $204

® Total Widget COGS: $136

If you then sell more widgets from your current inventory to a third customer, they will all be valued
at $12 apiece.

FIFO has a consequence for reports that can be confusing unless you know what to expect. When
you run a transaction report that includes a transaction on which two different rates occurred for the
same inventory item, that transaction will have separate lines on the report for each COGS and asset
amount. These are called FIFO layers.

For example, if you recorded an invoice for the second customer in the scenario above, the
transaction report would show two line items for that invoice: one with a $20 change in COGS
and/or assets, and another with a $36 change in COGS and/or assets. This is the intended behavior
and the report totals and subtotals will be correct.

The transaction journal seen below has been customized to show the Qty and Rate columns so you
can see the exact accounting effect.

Castle Construction

JOURNAL

All Dates

DATE TRANSACTION TYFE NUM INAME QYY  MEMO/DESCRIFTION RATE ACCOUNT DEBI CREOMT

celpt

Widget

TOTAL $166.00 $166.00
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Inventory Setup

@1 Step-by-Step: Turn on Inventory Tracking

1. From the gear icon select Account and Settings.
2. Inthe left sidebar, select Sales.

3. Click the pencil icon next to Products and Services and mark the option Track inventory
guantity on hand.

This will automatically mark all the options under Products and Services.

4. Click Save.
Account and Settings
Company
Sl Customize the way forms look to your customers
Billing & Subscription
Sales form content Preferred invoice terms Net 30
Sales
Preferred delivery method Print later
Expenses Shipping Ex
Custom fields On
R Custom transaction numbers Off
Service date On
Advanced
Discount Off
Deposit Off
Products and services Show Product/Service column on sales farms (%) On
\:l Show SKU column (& Off
m Track quantity and price/rate (%) On
Track inventory quantity on hand (® On

Module 2: Maximize QuickBooks Online 46



Supplemental Guide Topic 2: Tools & Features
Products & Services Setup
After you've turned on inventory, you'll need to set up your inventory items.

Before a product can be tracked for inventory, three accounts must be assigned: an Asset account,
an Income account and a Cost of Goods Sold account.

Step-by-Step: Set up an Inventory Item

1. From the gear icon select Products and Services.

2. Click New and select a type: inventory item.

Product/Service information

Select a type:

Inventory

Products you buy and/or sell and that you track quantities of.

3. Name the item. This is a mandatory field. You can also enter a SKU and upload an image.
4. You are required to fill in the Initial quantity on hand and the As of date.

a. Enter zero as the Initial quantity on hand. Be careful, items added with a quantity on hand
other than zero will adjust the inventory asset with an offsetting entry to Opening Balance
Equity. This should only be done when setting up a new QuickBooks Online company. Use
purchase forms instead to record the increase in quantity of new products.

b. Enter the first date you carried this product. The start date for each product cannot be
changed afterward and updates cannot be dated earlier than the start date.

c. QuickBooks allows you to set a reorder point. A reorder point is the minimum quantity of a
product you want to have on hand. To use reorder points, simply tell QuickBooks how many
of a particular product you always want to have in stock. When the quantity on hand drops at
or below the reorder point, QuickBooks reminds you to order more.

5. Select the Inventory Asset Account. This account must be type Other Current Assets and
detail type Inventory in the Chart of Accounts.
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6. Inthe Sales Information section, enter a description to print on sales forms and a default sales
rate for this product (optional). Choose an income account. This account must be of the detail
type Sales of Product Income. Sales forms (invoices and sales receipts) using this
product/service item will post to the account.

7. Inthe Purchasing Information section, enter a description to print on purchase forms and a
default purchase rate for this item (optional). If the item is an inventory item and you enter a
default purchase rate, make sure you have entered a quantity of zero, otherwise QuickBooks
Online will multiply the quantity times this rate and record an adjustment to Inventory Asset,
offset to Opening Balance Equity. Instead, the purchase of the quantity on hand should be
recorded on a purchase form in QuickBooks Online when you record the bill received from your
supplier. Choose a Cost of Goods Sold type of account from the drop-down field in the
Expense account field. Purchase forms (checks, expenses and bills) using this product/service
will post to the Inventory Asset account, but sales of the item will move the cost from the
Inventory asset account to this Cost Of Goods Sold account.

8. Click Save and Close or Save and New.

Continue this process until all your inventory products are set up.

NOTE: You can import inventory items to add new products. Inventory items imported with the same
name as existing products will update existing items. (From the gear icon select Import Data >
Products and Services.) First download a sample file to get the field names. Then update the
columns with your correct data and import into QuickBooks Online. (Be sure inventory is turned on
and proper GL accounts are set up.)

You cannot change an inventory item type to a non-inventory or service item type. Instead, you can
make the item inactive (after adjusting the quantity to zero) and add a new non-inventory item with a
different name. Making an item inactive doesn't affect the transactions that use it. If you change one
of the assigned accounts (asset, income, expense) associated to an inventory item, you won't be
given the option to also update this account in historical transactions.

When you make an inventory item inactive and there’s a quantity on hand, QuickBooks Online
makes an adjustment to zero out the quantity and posts the adjustment to Inventory Shrinkage. If
you reactivate the item, it does not reverse the adjustment. To show inactive items, use the filter icon
next to the search box on the Products and Services list. You can choose inactive, active or all.
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Product Categories

You may notice that when you add a new item, you can assign it a category. Product categories were
introduced as a means of classifying products and services you sell to customers. They replaced sub-
items. Categories can help your client better understand sales volume and what people are buying.
Product categories also make it easier for employees to account for inventory correctly and save
time when completing transaction forms, since you can search for items by product category.

You can access the product categories lists from All Lists when you click on the gear icon or from the
Products & Services screen by clicking on the More drop-down list and choosing Categories.

Products and Services

categornes

[

LOW STOCK

i G QUT OF STOCK

Also, when you create (or edit) an item, you can create a new product category by selecting Add
new.

Category

+ Add new

Fertilizer
Garden supplies
Irrigation Hose
Plants/Trees

Services

== =="==""
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You can have up to four hierarchical levels or categories, including a parent. Note that this is
different than the categories we were talking about in Topic 1. With class, location and job tracking,

you can have five hierarchical levels including the parent. This list only allows four levels including

the parent.

Buy and Sell Inventory

The process to track inventory occurs as you record the purchase and sale of products.

When you purchase product, use a purchase form such as a bill. Fill out the top part of the bill as you
normally would. Then enter the item details. Select the appropriate product and fill in the quantity,

rate and any other applicable information.

{3 Bill #44326

» Account details

v ltem details

OOUCT/SERY

$1,000.00

Total

)
(2)

$1.000.00
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When an inventory purchase is recorded using the inventory item, the transaction is posted to the
Inventory Asset account. You'll see this reflected on the Balance Sheet where it will stay until sold.
You'll also see the quantity of the product increase in the product/service list and inventory valuation

reports.
Castle Construction

JOURNAL

All Dates
DAaTE TRANSACTION TYPFE NUM ADJ NAME MEMODESCHIFTION ACCOUNT ¢ ACCOUNT oeprr crron
04/02/20. sill 44326 Ne Widget Vend.. 202000 20000 Accounts Pay $1,000.00

No Widget 12100 12100 Inventory Asset $1,000.00

$1.000.00 $1,000,00
TOTAL $1.000.00 $1,000.00

When you record the sale of inventory items, use an invoice or sales receipt and enter the details

about each item sold.

(3 Invoice

4  SERVICE DATE
O ! Winget

Add e Clowr d1 bves

Numega dipleyod o iveoice

Shatarmart s

Lilirg aiee Tartra
Widget Custome Net 30
Ship viw
Shipping sddies
Widget Customm
PO Nurher

FRODAUICT/SERVCE

Add petitonsl

-

lrrezare datw

DAD2/201

Shppng date

Subes Nup

DESCRIPTION

Widg

-

Ous cana

nsie2at?

Trciag no.

Qry

RATE AMOUNT  Tax
25000 m
ffi
Subtotal $250.00
Taxalim nuktolal $0.00
v 000
Stippng
Tetal $280.00
Belance due $250.00
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This transaction will record the income and the cost. The cost will be recorded as a decrease to
Inventory and increase to Cost of Goods Sold. You'll also see the quantity of the product decrease in
the product/service list and inventory valuation reports.

Castle Construction
JOURNAL
Al Dates
DATE TRANSACTION TYPE N Alw NArE MEMOVDESCRIPTION ACCOUNT » ACCOUNT DERT CREDN
04/02/20. nvoice 1109 No Widget Custo, 11000 11000 Accounts Receiv,, $250.00
No Wadge! Sales of Product incame $250.00
No Widget 50100 50100 Cost of Gooda S, $120.00
Na Wigdge! 12700 12900 Inventocy Asset $120.00
$370.00 $370.00
1OoTAL $370.00 $370.00
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Adjusting Inventory Quantity

Typically, when tracking inventory, your client will (or should) take a physical inventory on a periodic
basis. There is a physical inventory worksheet in the Manage Products and Inventory group of
reports.

There are two ways to enter an inventory adjustment.

® One way is to click on Quick Create (+) and select Inventory Qty Adjustment.

1. Enter date of the adjustment.
2. Select the inventory adjustment account.
3. Accept or change the reference number.

4. Select the product or products to be adjusted. QuickBooks will enter how many it thinks are on
hand. You can enter either a new quantity or the change in quantity. (The system will
automatically calculate the other field.

5. Click Save.

(v
N

(S Inventory Quantity Adjustment #15 @

v New adjustments
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@® The other way to get to the same screen is to open the Products and Services list, edit the
inventory item and click Quantity next to Adjust.

MName™

Widget

SKU

D Is sub-product/service
Quantity on hand 107
F‘-idjust:‘ﬁuantity' Starting value

Reorder point
What's the reorder point?

20

When you save the inventory adjustment, QuickBooks Online automatically records the inventory
adjustment to both the Inventory Asset account and the Inventory Shrinkage COGS account - unless
you chose another account. The Inventory Shrinkage COGS account is created automatically by
QuickBooks Online. The dollar effect of the adjustment is based on the FIFO layers.

Castle Construction
JOURNAL
All Dates
DATE TRANSACTION TYFE NUM ADJ MNAME MEMO/DESCRIPTION ACCOUNT 2 ACCOUNT DEBIT CREDIT
04/02/20...  Inventory Qty Adjust 15 No Inventory Adjustme...
No 12100 12100 Inventory As... $30.00
No Inventory Adjustme... $84.00
No 12100 12100 Inventory As...
No Inventory Adjustme... $30.00
No 12100 12100 Inventory As... $84.00
No 12100 12100 Inventory As...
$114.00  $114.00
TOTAL $114.00 $114.00
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Adjusting Inventory Quantity in Batch

If you have a lot of inventory adjustments to do, you can easily adjust the quantity for multiple items
on one screen.

Step-by-Step: Batch Enter Inventory Adjustment

1. Open the Products and Services list.

2. Filter the list for Type = Inventory and click on Apply.

3. Select which items need to be adjusted by placing a check in the box in the left hand column.
4. Atthe top right hand side of the grid, click on the drop-down under Batch Actions.

5. Select Adjust Quantity. This will list all the selected items on one adjustment form.

6. Enter the new quantity or change the quantity for each item.

7. Make sure to enter the Adjustment date and Inventory adjustment account.

8. Click Save.

¢  PFRODOUCT DESCRFTION QTY ON HAND NEW Q7Y CHANGE N OTY
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Delete an Inventory Adjustment

When reviewing the books, you may find an inventory adjustment was made in error. Inventory
adjustments can be deleted.

@  Step-by-Step: Delete an Inventory Adjustment

1. From Accounting select Chart of Accounts (or access from the gear icon).
2. Select Inventory Asset.

3. Click View Register.

4. ldentify the inventory adjustment to be deleted.

5. Select that line and click Delete.

Asset Registerl 12100 Inventory Asset -I $34,034.42

1204523
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Prepaid Inventory

Sometimes when you purchase inventory from a vendor you must send payment before you have
physically received the inventory. How do you record a purchase without increasing your quantity on
hand for the inventory?

@ Step-by-Step: Prepaid Inventory

Order your product (if this is part of your workflow):
1. Create a purchase order. From Quick Create (+) icon select Purchase Order.

2. Select the vendor and fill in the appropriate fields selecting the inventory item you are
purchasing.

3. Click Save.

©

(o}
o)
N

Purchase Order

AMIOUNT

$400.00

» Account detalls

v ltem details

¢ PROOUCT/SERNCE DESCIIPTION ary RATE AMOUNT  CUSTOMER

VeSSA0e 10 weadon Total $400.00
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Next, pay your vendor:
4. Create a check. From Quick Create select Check.

5. Select the vendor. In the Account details section choose an account such as Prepaid Inventory
and enter the amount of your payment. Do not add the purchase order from the drawer to the

transaction.

6. Click Save and send the vendor their payment.

(S Check #518 @ X
AMOUNT >
Widge! Vesdar - 10100 Chething v | Balerce 512415208 $ 200 00
.
Add all
Maling sddem Paymant date Chack nn
Midaet Vendor gchase Crdor #1001
Pring later
v Account details
. ACCOUNT DESCRIFTION ANOUNT CUSTOMER
o 1 | Progeld iwventory o | To prepay S0% for widgets 3000 <
ey Chaas all livws
» ltermn details
Mymo Total $200.0C
Azachmmrts  Masin v

This transaction will increase the Prepaid Inventory account and decrease the bank account.
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When the inventory arrives:

7. Create a bill to record the purchase and increase inventory. From Quick Create select Bill.

8. Select the vendor then Add the purchase order from the drawer.

“~ .
( Bil ® X
BALANCE OUE
- — > Addiws B
Crr— $0.00
\ .
Add all
Waling eodiem Toems B dete D dote En
w 3 = - Forrhase Order #1001
Widget Yemdos - - 02/2%/201
$400.00
‘Widget
Add Ope
» Account details
v ltem details
¢ FRODUCT/SERVWCE DESCRFTION ary RATE AMOUNT  CLSTOMER
Anl Ve Clasr il lvn
Maera Toral $0.00
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9. Inthe Account details section, enter Prepaid Inventory as the account and the amount that was

prepaid as a negative amount.

10. Click Save. Inventory will be increased by that number of units. The Prepaid inventory account
will be decreased and the net amount of the bill will be the balance due the vendor. If you
prepaid the total amount of the inventory, the amount of the bill will be zero. Also the purchase

order will be closed.

NOTE: In Module 5 you will learn how to create a report to easily check the prepaid balances per

vendor. There is ho pop-up that warns you there is a prepayment.

(% Bill #56444

Mailng atirtrass Tarma Bl et Due date

dgar Vendos Net 10 - 02/15/2017

v Account details

» ACCOUNT DLSCRPTION

@ X
$200.00

LU

AMOUNT  CUSTOMLE

' I Frapad rvertory Te racduce the hil for the amount of the prepaid Frvwntory

v ftem details

1 Widge Widget

Add nes Clasr o8 lnes

Mema

* MRODUCTSERVCE DISCRPTYON Qry HATH

AMOUNT  CUSTOMER

I Total S200 DOI
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Donated Inventory

If you donate or give away product that you track quantity on hand for in QuickBooks Online, there
are specific steps you can follow to record it.

Step-by-Step: Donated Inventory

Record the $0 sale.
1. From Quick Create select Sales Receipt and create a sales receipt for the item.

2. Inthe Product/Service grid, click the drop-down arrow to select the inventory item you are
donating.

3. Enter the quantity donated. Click in the QTY field for that row to view total available quantity on
hand.

4. Change the Rate of the selected product/service to zero so the total of the sales receipt is zero.

5. Atthe top of the sales receipt, select Deposit to and choose your bank account or perhaps a
clearing account. This will create a zero dollar transaction in your bank register that can be
reconciled at any time.

6. Click Save.
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(-} Sales Receipt

-

Accept payments in QulckBooks

¢  SERVICE DATE
L Wiaget

A e Claar ol| linas

Massage cizpleywd o sales receipt

Py Thusch -
Sers late
Bileg sdiess Saleus Ruceipt date
My Chuach pa/1nzon sy
PO Numbar
Puptram muthod flelsrwnce no

PRODUCT/SERVICE

Sats ap

Depost te

! Clearing Accoum -

DESCRIFTION

Widgets comributed to charch

@

AMOUNT

$0.00

arny RATE AMOUNT
%0 0.00 000
Subtotal

Taxabs sebtotal $0.00

Total

Amount received

Balance due

TAX

$0.0¢

$0.00

$0.00

P

This sales transaction recorded zero income but it also recorded the associated cost of the
inventory. It decreased Inventory Asset and increased Cost of Goods Sold. Run a Transaction

Journal report on that sales transaction to find the total cost calculated on the donated inventory.

Castle Construction

JOURNAL
Al Dates
DATE TRANSACTION TYF NUM ADJ  NAME MEMO/DESCRIFTION ACCOUNT 2 ACCOUNT oesiv CREDST
04/15/2077  Sales Receipt 110 Ne My Chureh Clearing Account $0.00
No Widgats contributed to church 1210 12100 Inventory Asset $30.00
No Widgets contributed to church 12100 12100 Inventory Asset $376.00
No Widgets contributed to church Seles of Product income $0.00
No Widgets contributed 10 church 50100 50100 Cont of Goods 5... $30.00
No Widgets cootributed to church 50100 350900 Costof Goods S.  $376.00
$406.00 S4056.00
TOTAL S406.00  S404.00
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Next, you'll create a journal entry to reclassify the cost to an appropriate expense account, such
as Charitable Donations Expense.

7. From Quick Create select Journal Entry.

8. Inthe Account section, choose the expense account used to track charitable contributions (for
example, Charitable Donations Expense). Enter the cost of the donation (from the Transaction
Journal of the sales receipt) in the Debit field.

9. On the next line, click the drop-down arrow and select the COGS account that was used on the
Transaction Journal of the Sales Receipt and enter the cost in the Credit field.

10. Click Save.

NoOTE: Check with your tax professional for the proper guidelines for donating inventory for your
business type and the appropriate account to record this type of activity for your business.

Advanced Inventory Add-ons

QuickBooks Online Inventory does not track inventory assemblies or sales orders. There are several
add-ons available in the QuickBooks Online app store to add more inventory functionality to your
clients’ accounting systems, including Salespad Cloud, SOS Inventory, BarCloud Inventory, Stitch
Labs, DEAR Inventory, Cin7, and CloudMRP. Search “inventory” on apps.com to learn about different
solutions available.

Inventory apps that plug into QuickBooks Online offer advanced inventory capabilities over and
above QuickBooks Online’s native inventory functionality, such as assembilies, sales orders, lot and
serial number tracking, reorder points by location, landed cost tracking, bar coding, units of
measure, back-order reports, RMA process and LIFO/FIFO/Average cost tracking. Understand your
client's inventory needs so that you can help them choose the appropriate add-on.
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BILLABLE CHARGES

Some businesses incur expenses or enter time that is associated to a customer and are billable to
that customer. Or, they may want to keep track of charges they want to invoice a customer for, but
they don't want to invoice it right away. These types of transactions are called billable charges. There
are three types of billable charges:

® Billable expenses
® Billable time

® Delayed charges

These are non-posting transactions that don't affect the general ledger until brought onto an
invoice.

NOTE: Potential billable charges only show up in the drawer for an invoice. You cannot create a sales
receipt for billable charges.
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Billable Expenses

A billable expense is a purchase transaction that is associated with a customer and billable to that
customer. QuickBooks Online can track these billable purchases in order to invoice the customer for
reimbursement. To activate the feature that allows you to mark an expense as billable to a customer,
you must set the proper preferences in Account and Settings prior to entering transactions.

In the Expenses section, check the boxes to Track expenses and items by customer and Make
expenses and items billable. You must be using QuickBooks Online Plus to use this feature.

The first will add a customer column on the purchase transaction. The second will add a billable
column on purchase forms. When you record a purchase, specify an account or product/service
item. QuickBooks Online will not allow you to post billable expense to an income account. Then
check the box in the Billable column and specify the associated customer or sub-customer. The
transaction will credit the AP or payment account and debit the general ledger account specified on
the Account details line or the cost account mapped to the product or service on the Item details
line.

(%} Expense o @ )

» Account details

v ltem detoils

sact DESCRPTION ary RATY ANCOUNT HELANL TAX  CUsTOMIN
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In addition to the financial transaction recording the expenditure, when the transaction is marked as
billable to a customer, QuickBooks Online creates a billable expense charge.

(%) Billable Expense
Marked as billable on this Expense
Date 04/03/2017
Customer Babcock's Music Shop
Description Subcontracted services
Amount 5400.00
Account contracted Labor Income  »
Markup (0%)
Markup Account -
Total amount 5400.00
Location
Taxable

Billable expense charges are non-posting transactions that are linked to the originating posting
expense transaction. Changes to the originating expense transaction update the billable expense
charge. If the originating expense transaction is un-checked as billable to a customer, the billable
expense charge is deleted.
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When an invoice is created for a customer who has any open billable expense charges, the drawer
will automatically open suggesting you add the charge(s) to the invoice.

Invoice 8 (3 M

~*=2" 40,00

Subtots £0.00

w S0.00

$0.00

When an invoice is created for a customer who has sub-customers configured to Bill with parent,
the drawer on an invoice for the parent will show any charges for these sub-customers so you can
easily add them to the invoice. When an invoice is created for a customer who has sub-customers
configured to Bill as customer, the drawer on an invoice for the parent will not show any charges for
these sub-customers. When an invoice is created for a sub-customer, the drawer will only show
charges associated to the sub-customer, not the parent customer.

If the originating billable expense was recorded to an account, when you add the billable expense
charge to an invoice, the invoice transaction will debit AR and credit the account specified on the
linked originating expense transaction.

® Example #1 - You enter a credit card expense for $400 using an expense account called Travel
and make it billable to one of your customers. QuickBooks Online debits the Travel expense
account for $400 and credits your credit card liability account for $400. QuickBooks Online
creates a billable expense charge for $400. You include that billable expense on the invoice as a
charge to that customer. QuickBooks Online debits accounts receivable $400 and credits the
Travel expense account $400. The two entries posted to the Travel expense account wash to
zero.

Module 2: Maximize QuickBooks Online 67



Supplemental Guide Topic 2: Tools & Features

If the originating billable expense was recorded using an item, when you add the billable expense
charge to an invoice, the invoice transaction will debit AR and credit the product/service item’s
assigned sales account. Using double-sided items gives you better control of the accounts affected.

® Example #2 - You enter a credit card expense for $400 using a product item called
Reimbursable Travel and make it billable to one of your customers. QuickBooks Online debits
the cost account set up for this product, Reimbursable Travel Cost, $400 and credits your credit
card liability account for $400. QuickBooks Online creates a billable expense charge for $400.
You include that billable expense on the invoice as a charge to that customer. QuickBooks
Online debits accounts receivable $400 and credits the sales account set up for this product,
Reimbursable Travel Income, $400. Using product/service items allows you to post the billable
expense and income to different accounts.

Some practitioners prefer to record all income to income accounts for the sake of transparency,
including reimbursements received. Other practitioners prefer to record both income and expense
to two expense sub-accounts — Billable: Income and Billable: Expense. Double-sided items allow for
both of these workflows. When deciding which procedure is best, consider reporting requirements
and local tax regulations, such as business license tax reporting on gross receipts. If reimbursements
received are excluded from the tax basis, then you'll want the ability to calculate gross income in
such a way that excludes income related to reimbursement.

Billable expense charges added to an invoice can be changed once pulled onto the invoice and will
still remain linked to the billable expense charge. QuickBooks Online offers additional settings
associated with billable expenses to optimize QuickBooks Online for some common accounting
processes: markups, track as income and charging sales tax.

Account and Settings
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Markups

If you want to set QuickBooks Online to add a default markup to billable expenses automatically,
select Account and Settings - Expenses then check the box Make expenses and items billable.
Check the box Markup with a default rate of x% then specify the default markup rate. This will add
a Markup % column to your expense and purchase transaction screens. Many companies include a
markup to cover handling and administrative charges. In the Item details section you will also see a
new sales amount column.

NOTE: If you are not using the markup feature, make sure the default rate is zero or else the markup
will continue to calculate on billable expense charges even without the markup column showing.

Account and Settings

Bilis and expenses | Show ltems table on expense and purchass forma On
Billing & Subscription | Track expenses and ltams by customer On
v | Make sxpensas and items billable On
Sale
v | Markup with a default raze of 10 %
Exponses Track billable expenses and fems as income

Charge sales tax

Default bill payment terms Net 10 -

(—.A”\ e' “

Navigate to Account and Settings - Advanced -> Chart of Accounts to specify which account to
record this markup income.

Account and Settings
Accounting First month of fiscal year January
Billing & Subscription Fitst month of income tax year Same as fucal yeor
Accounting method Accrual
l& - ,
- Close the books O
Company type Tax torm
Paymen
Chart of accounts V| Enable account numbers On
| Show account numbars
Markup Income account Mackug| v
(:3"(:?' “
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When recording a purchase billable to the customer, the marked up charge will be calculated based
on your default rate. You can override this at the time you enter the expenditure in the account or
item details section by changing the markup rate. In the item details section you can see the marked
up amount calculated in the sales amount column. The billable expense charge will be created for

the marked up amount.

~ ' =
& Bin [©)
SALANCE DAIE
x . - — = $ 1 5 2 5
; .
Maiing oddren Tarrrs Eab viate Dtse dwte Bl na
teot 4 14 1
v Account details
¢ ACCOUNT DESCRPTION ANOUNT BILLABLE MARCUP TAR CUSTOMER
1 63100 Nastage 0% boock’'s Music Shap i
Aoc Aras Clmar ol loae
v ltem details
¢ PROOUCT SERVICE DESCRFTION NATE AMOUNT BRUABLE MASKLE 5% SALESAMT  TAX  CUSTOMER
Scbcontrarsed
1 Scbs 0 150 v 0 14500 Baboock's Music Shop
services

>
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When an invoice is created for the customer, the billable expense charge will appear in the drawer.
Adding it to the invoice will show on screen as two lines — the original charge and the markup. You
can modify the markup amount on the invoice.

S vl 5 O
i~ Invoice & p
Fryrrm lnxﬂ'.“l Gttt up
Babzuck s Muaic Shap . kbeboozb@rmymmail com EALANCE (1%
Crooitcard wa 89 ==, u .
i s S 1 g 2 8
. ;
Froe book tramsder  +
Torrrs levoics dutw D chutm
Net 15 . 032017 04/1872017
PO Nuartes Saiars Rap
. SERVICE DATE PRODUCT SERVCE DESCRIFMON arwy RATE ANOLNT TAX
Sulb retvices ] 50 13000 A
wred o oo
1 oug 00
-
5 = 10% markus .
4 C40N2017 253 M
Acd (rume Cluar ok Arss Asid wdstotal Subtotal s192.78

If you view a print preview, you will notice the customer only sees one line for each marked up
product/service.

BILL TO INVOICE # 1112

Ms. Kristie Babcock DATE 04/03/2017
Babcock’s Music Shop DUE DATE 04/18/2017
10923 Samson Dr. TERMS Net 15

Millbrae, CA 94030

ACTIVITY Qrty RATE AMOUNT

Subs 3 55.00 165.00

Subcontracted services

Billable expense 27.78 27.78
BALANCE DUE $1 92 78
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When the invoice transaction is saved, the amount of the original billable expense will be recorded
to the account or item specified in the original expenditure. The overage amount associated to the
markup will post to the income account specified in your settings.

Castle Construction
JOURNAL
All Datas
DATE TRANSACTION TYPE NUM NAME MENO/DISCRIFTION ACCOUNT 2 ACCOUNT DEReT CREDST
r3 12 ab 1 h 1100 1 A ts He e 7.
Sobocontracted service 4 4 orstruction —_— g
10°% markup | tre a $ 150
; Bk
10 ooy A
si1g2.78 sigze
TOTAL $192.7 s19 8

Track as Income

When recording a purchase with a billable charge you are not allowed to post it to an income
account. When you post it to an expense account, and when the billable expense charge is added to
an invoice, the sale is recorded to the same account — the expense account. What if you want to post
the sale to an income account? Using a product or service item is one way to override that setting.

If you want to do this for billable expenses posted to accounts instead of using items, configure
Account and Settings to track as income. From Account and Settings select Expenses then check
the box Make expenses and items billable. Also check the box Track billable expenses and
items as income and specify whether to a single account or multiple accounts.

Account and Settings

Bllls and expenses v | Show ltems table on expensa and purchase forms On

Hilling & Subscript v | Track expenses and items by customer On

v'| Make exponases and items billable On

Markup with a default rate of

Fxponse | Track billable expenses and items as income

® In 3 singse account

N MURIpES 3CCoUNs

Charge sales tox

Default bill payment terms Net 10 v

I:“r‘CCI “
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If you choose In a single account then you must specify the billable expense income account by
going to Account and Settings - Advanced - Chart of Accounts - Billable expense income
account.

Account and Settings

First month of hiscal yea Janunry
First month of Income tax yaa Soma as fiscal year
Accounting method Accrus

Close the books Off

« | Show account numbers

Billable expenss income account Billatie Expenss Income v

When you record a purchase using the Account details, the expense will post to the account
specified, but the associated invoice will post to this pre-determined billable expense income
account, even without using product/service items.

® Example #3 - You enter a credit card expense for $400 using an expense account called Travel
and make it billable to one of your customers. QuickBooks Online debits the Travel expense
account for $400 and credits your credit card liability account for $400. QuickBooks Online
creates a billable expense charge for $400. You include that billable expense on the invoice as a
charge to that customer. QuickBooks Online debits accounts receivable $400 and credits Billable
Expense Income $400, since that is the income account you specified in Account and Settings.
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If you choose In multiple accounts, then you must specify the income account on each expense
account in the Chart of Accounts.

Account and Settings
Company =

Bills and expenses |i| Show Items table on expense and purchase forms (Z) On
Billing & Subscription |Z| Track expenses and items by customer (@ On

|Z| Make expenses and items billable () On
Sale i
s | | Markup with a default rate of 10 % @
Expenses |Z] Track billable expenses and items as income @
In a single account

Payments @) In multiple accounts @

Go to the Chart of Accounts and edit each account that would generate a billable expense. This
feature is only available on cost of goods sold and expense types of accounts. Now when you post a
billable expense to one of these expense accounts, the associated billable charge sale will be
posted to the income account you specified for that expense account.

Account

Category Type *Name

Expenses v Travel

* Detail Type Number

Repair & Maintenance

Shipping, Freight & Delivery

Supplies & Materials

Taxes Paid

Trawvel

Travel Meals

Unapplied Cash Bill Payment Expense
Utilities -

Description

D Is sub-account

Use Travel to track travel costs. v

For food you eat while traveling, use
Travel meals, instead.

Use for billable expenses

Income Account

Reimbursable Travel Inco | ¥

ot |
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WARNING: Normally you can record a billable expense to account types other than cost of goods sold
and expense accounts, such as another current asset account called Wash: Billable Expenses. But if you
have Multiple Accounts turned on you will get an error message when you try to save the expense. This
is because you can't assign a billable income account to any account types other than cost of goods
sold and expense. If you try and post to another account type you will get an error when you try to save
the account: An account you chose for a billable expense doesn't have an income account associated

with it.

® Example #4 - You enter a credit card expense for $400 using an expense account called Travel
and make it billable to one of your customers. QuickBooks Online debits the Travel expense
account for $400 and credits your credit card liability account for $400. QuickBooks Online
creates a billable expense charge for $400. You include that billable expense on the invoice as a
charge to that customer. QuickBooks Online debits accounts receivable $400 and credits
Reimbursable Travel Income $400, since that is the income account you associated to the Travel
expense account.

Charge Sales Tax

If you charge and collect sales tax, you may want to set the default to charge sales tax for billable
expenses. From Account and Settings select Expenses then check the box Make expenses and
items billable and check the box Charge sales tax.

Account and Settings
Company .
Bills and expenses |i| Show Items table on expense and purchase forms () On
Billing & Subscription |Z| Track expenses and items by customer (%) On
|Z| Make expenses and items billable () On
Sal — pu
= || Markup with a default rate of 10 % @
nens I:I Track billmrs and items as income (@)
] L L =
Payments ™ =) =
Default bill payment terms Net 10 -
Advanced
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It determines whether to add sales tax to the billable expense you include on the invoice to your
customer. It doesn't mean your vendor charged you sales tax for the expense. If you do not have this
setting turned on, you still have the option to check the sales tax box when you specify an expense
as billable. This company setting only controls the default.

® Example #5 - Suppose you purchase a window shade from a vendor for $100. You plan to install
the window shade in a customer's home. Your state charges 7.75% sales tax and you don't
charge a markup. If the vendor accepts your reseller number, you won't pay sales tax to the
vendor. You'll need to report this expense as taxable income when you charge sales tax to your
customer. Therefore, on the vendor bill you should enter the amount as $100 and select the
Sales Tax checkbox. If you do pay sales tax to the vendor at the time of purchase, you should
enter the amount as $108 and don't select the Sales Tax checkbox. In both cases, the customer
will be billed $108 when you include this billable expense on an invoice. If you charge a markup
and select the Sales Tax checkbox, your customer will be charged sales tax on the total amount,
including markup.

Expense & 0O

$100.00

» Account details

v ltem details

— | WE
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= 2
£~ Invoice & © J
Paprwnt Dptiors. Get ot up v
Ratcack « Music Shop . chabccckBmyworailozm BMANCE Dt
| Ot coed o @0 = [l o~
et e - = $107.75
| Free hank tanafer = *
Eiling acichmar Tarms Iramion atn D tete
My, K/istie Baboock Poet 15 . 4N22017 04182017
Babrndks Musc Shoo
10923 Samson D,
Milkas CA 24030
PO Nerrdows Saias Hap
¢ SERVICE DATE PROOUCTSERVICE DESCRFTION oy RATE AMOUNT  TAX
1 ovoa01? Window Shade Window Shade 1 100 0000 v e B
2 =]
Addiwes || Owwsifnes || Add subtotd Subtotal $100.00
Nutioge disgisyed on sivsce Tassbiis stncted $100.00
fan Tames 7.75% 1.7%
Totel $102.7%
Balance due $107.78
Seatemant e
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Billable Time

Many businesses invoice customers for services based on time. QuickBooks Online Plus includes
unlimited time tracking users for staff or contractors to enter details about the work they perform. At
a minimum, staff can enter date, hours and description of work. Configure appropriate settings on
the Advanced tab of Account and Settings for Time tracking to add more options:

@® Add Service field to timesheets shows a drop-down field on the timesheet with your product /
service items. Inventory items and bundles do not show on the drop down list; service and non-
inventory items do show up on the drop down list

@® Add Customer field to timesheets associates the work to the customer; the Single and Weekly
Timesheets show a billable checkbox and billing rate to mark it as billable

® Show billing rate to users entering time to show or hide the customer’s billing rate from
timesheet-only users on the timesheet.

Also, you can choose the first day of the work week which is really asking you what's the first day
of the week you want to see on the weekly timesheet.

Also, you can choose the first day of the work week, which is asking what is the first day of the week
you want to see on the weekly timesheet.

Time tracking |z| Add Service field to timesheets (3) On
|E| Make SingleTime Activity Billable to Customer (3 On
|:| Show billing rate to users entering time (@

First day of work week

Sunday
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Time activities are non-posting transactions. You can enter time by accessing either the Single
Activity or Weekly Timesheet from Quick Create. Unless you are a time tracking only user, you will
see the fields listed below. Here are some comments:

You can enter time for an employee or a vendor

You have the option to enter the billable rate and taxable status either on the time activity or on
the invoice itself

Although you can enter start and end time, QuickBooks converts it to number of hours and
minutes

You can enter time using a decimal and QuickBooks will convert the time to hours and minutes

You can enter more than 24 hours in a day. You may want to do this if you are entering total
number of hours for a week or for a month. This allows you to make a time entry for each
customer and/or service item on one time sheet for the affected time period.

If you are using QuickBooks Online Payroll, the sum of hours for each employee in a particular
pay period flows to the paycheck making it easy to pay hourly staff (if that preference is set — see
the Payroll section later).

(% Time Activity

Name | pan T. Miller - Time | 20,00
Date | 04/30/2017 Description

Subcontracted services for the month of April

Customer | paheack's Music Shop v

Service | ¢ bs -

|7| Bill at § 30.00 | per hour Summary 20 hours at $80.00 per hour = $1,600.00
ol.U

|_| Taxable

|_| Enter Start and End Times

Module 2: Maximize QuickBooks Online 79



Supplemental Guide Topic 2: Tools & Features

When you save a time activity that is marked as billable to a customer, QuickBooks Online creates a
time charge. Time charges are non-posting transactions linked to the originating time activity.
Changes to the originating time activity update the time charge. If the originating time activity
transaction is un-checked as billable to a customer, the time charge is deleted.

Audit Log

DATE OHANGED USER EVENT NAME DATE AMOUNT HISTORY

Aprd 12:23pmEs Added Time Chorge Saboock's Ml Da/30v2017 $1.00000

The invoicing process for time charges to customers is similar to billable expense charges. When an
invoice is created for a customer who has open billable time charges, the drawer will automatically
show on the invoice suggesting you add the time (and any other billable charges) to the invoice. If
the service item was not specified on the time activity, then QuickBooks Online will use its default
Hours service item. The income will be recorded based on the sales account configured on those
service items. If you change the service item, it will overwrite the description, quantity, rate and tax,
but remain linked to the time tracking entry.

(> Invoice 2 0 )

RICE QATE PROOUCT/SERVE DESCRWTION oy RAYE ANIOUNT  TAX
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Time Tracking Reports

Tracking time helps business owners understand their resources for both retrospective study and
future planning purposes. QuickBooks Online includes the following time tracking reports:

@® Recent/Edited Time Activities
® Time Activities by Customer Detail
® Time Activities by Employee Detail

® Unbilled Time

Delayed Charges

When a business needs to record a charge (or credit) to a customer that is not prompted by a
purchase or a time entry, you can enter a delayed charge or delayed credit from the Quick Create
menu. Delayed charges are non-posting transactions. It allows the business to record the delayed
charge when the charge is incurred but only invoice on a periodic basis.

For example, your client might run a lawn mowing and landscape service. The business does not
want to invoice every time a lawn is cut. They only want to invoice once a month. On the other hand,
they don't want to forget to charge their customers for each time they cut the lawn. Additionally, they
charge a flat fee for lawn cutting, no matter how much time it takes to cut the lawn. A delayed charge
can be entered every time the lawn is cut and the invoice can be created once a month.

You can also set up delayed charges as recurring charges. For example, your client runs a daycare
center and charges a flat fee every week. He sets up the weekly charge as a recurring charge and
creates an invoice once a month.

Delayed Charge

$100.00
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time charges. When an invoice is created for a customer who has open delayed charges, the drawer
will automatically open on the invoice suggesting you add the charge(s) to the invoice.

View Unbilled Charges

There are several ways to view unbilled charges, whether they are billable expenses, time charges or

delayed charges. Navigate to the Customer dashboard and click the Unbilled Activity segment of
the money bar. This will show all customers with unbilled charges waiting to be invoiced.

Customars Cloar Fileer / View Al

$35,595 $1,600

102 UNBILLED ACTMITY
3 ESTIMATES

r | Batch actions »

Family Room ) 2

t

Kitchan

Remodel Bathroom [

CUSTOMER = COMPBANY FHONE

15.535.8579

5.555.6579

‘
1 OvROUs

555.8579

UNBILLED ACTVITES

1 Uebiifed activity

1 Usbiflod activity

J Usbifed scinities

$139,233
11 PAID LAST

UNAELED AMOUNT

ACTION

Start mwolcn

Start rnvolcn

If you navigate to the Sales Center, you can filter the money bar for unbilled activity and see a

different view in the grid.
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Sales Transactions | impon Transactions \m

Urbiled Last 365 Dayy Unped Last 345 Days M

$138,233

$35,595 $1,600

3 ENTIMAIES

18 UNEX LED ACTIT

11 PN LAST 3G DAYS

’?"'“7 v Unbilled income x  Clear filtss / Viaw all

I i Batch actions

[] DatE~ CUSTOMER CHARGES TIME EXPENSES CHEDITS  UNBILLED AMOUNT | acTion
\7 D2/D4/2017  Rapairs $0.00 $0.00 $1.500.00 S000 $1.3500.00 | Staet Invoice
[[] o4/04/2017  Zadey, Rence $100.00 $0.00 $0.00 $0.00 $100.00 | Start invoice
DL04/2017  Overhead £0.00 £0.00 $5320.506 S0.00 $5.326.5¢6 | Start involce
Totals (all) 36,926,568

You can also run the Unbilled Charges report in the Review Sales category.

Castle Construction
UNBILLED CHARGES
All Dates
DATE TRANSACTION TYFE NUM FOSTING MEMO,/DESCRIFTION AMOUNT BALANCE

+ Abercrombie, Kristy

~ Family Room
10/16/2017 Time Charge No Framing labor 82.50 82.50
Total for Family Room $82.50

~ Kitchen
12/15/2017 Billable Expense Cha... No 1,000.00 1,000.00
Total for Kitchen $1,000.00

+ Remodel Bathroom
09/29/2017 Time Charge No Removal labor 140.00 140.00
10/12/2017 Time Charge No Removal labor 280.00 420.00
10/13/2017 Time Charge No Removal labor 280.00 700.00
10/14/2017 Time Charge No Removal labor 210.00 210.00
10/16/2017 Time Charge No Framing labor 440.00 1,350.00
10/29/2017 Time Charge No Installation laber 280.00 1,630.00
10/30/2017 Time Charge No Installation labor 280.00 1,910.00
Total for Remodel Bathroom $1,910.00

Total for Abercrombie, Kristy $2,992.50
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And when you prepare an invoice for a customer who has billable expense charges, time charges or
delayed charges, you will find them in the drawer waiting to add to the invoice. Note that you can
filter by the different types of billable charges.

—~

& Invoice &

©)
X

= = 2onIt s000

A chatms

Elieg adibuane Terra [EENTEVS e datn

PO Nartad Subus N

Dilable smw
4 SERNCE DATE PRO0UCT SERNCE DESCRFTION ary AATE ANMOUNT  TAX Famiy loom

Adg fnes Claas ¥ fres Add seanone Subtotal 5000
T Toibly iivtes 30,00 Hillablo expunio
MANAGE SALES TAX

When you first create a QuickBooks Online company, you were asked if the company collects sales
tax. If you did not select this option, you can enable sales tax by going to the Sales Tax Center and
clicking Edit Sales Tax Settings.

Edit Sales Tax Settings

Do you charge sales tax?
® Yes
{) No

Defaultsalestax | SEm yp fo selectat -

[v] Mark all new customers taxable

}2\ Mark all new products and services taxable

You can also set the default tax rate and indicate if new customers and/or new products and services
should be made taxable by default.
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Once enabled, manage your sales tax setting and set up your sales tax rates in the Sales Tax Center.
The Sales Tax Center in QuickBooks Online helps businesses track sales tax collected from
customers that must be remitted to the state agencies. QuickBooks Online allows for single and
multiple sales tax items paid to the same agency.

Here are a few special considerations about the Sales Tax in QuickBooks Online:

@ Sales tax payments are different transaction types than other expenditure types and can only be
deleted from the Sales Tax Center

@ Sales tax agencies are different from vendors and can only be managed here (if a sales tax
vendor is set up on the Vendor list, it will be re-set up as a Sales Tax Agency.)

@® You can rename the agency by clicking Rename under the agency name

@® You can rename the sales tax rate name that shows on the invoice by clicking Add/edit tax rates
and agencies, clicking on the tax rate name then clicking Edit. Change the name in the Tax
name box.

@® You can change the sales tax rate by clicking Add/edit tax rates and agencies; clicking on the
sales tax name then clicking on Edit. Change the rate in the Rate box.

@® Gross sales displayed in the Sales Tax Center are the full amount of sales for the tax period and
include both taxable and nontaxable sales — all agencies report the same amount of gross sales
but will report only their share of taxable sales, tax amount, adjustments, payments and balance

After turning on sales tax set up the appropriate sales tax items:
1. Click Add/edit tax rates and agencies from within the Sales Tax Center then click New.
2. Select Single tax rate if you are setting up one tax rate to be paid to one taxing agency.

3. Select Combined tax rate if, the taxing agency requires you to report parts of the tax separately
or, if parts of the tax are paid to separate reporting agencies. Add the individual components on
the Combined Tax Rate screen .
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New Sales Tax Rate

Single tax rate See an example

*Tax name

Ducness County

‘® Combined tax rate (when you file sales tax, you're required to report parts of this tax separately) See an example

Add Another Component

*Required

*Component name *Agency name *Rate
NY State Tax NY Division of Taxation 4%
[Duchess County Tax [NY Division of Taxation | 375 %
Total Tax Rate : 7.75%

Each sales tax vendor has its own liability account in the Chart of Accounts with a detail type of Sales
Tax Payable. Even if there are multiple rates, if they're paid to the same sales tax vendor, it's still one

account on the Chart of Accounts.

After you have set up your Sales Tax items, you will need to assign them to your Customers and

Products and Services.
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When you add or edit a customer, there is a Tax info tab where you mark the customer as taxable
and set the default tax code.

Customer information

Title  First name Middle name Last name Suffix Email
Mrs. || Amanda Roberts rallard@myemail.com
Company Phone Mobile

650-555-3422

*Display name as Other Website
Allard, Robert hd 650-555-3349

Print on check asD Use display name |:|I5 sub-customer
Mrs. Amanda Roberts v

Address | Motes |Taxinfo | Payment and billing | Attachments

Tax Reg. No. This customer is taxable
| Default tax code
San Tomas hd

When you add a new product or service, check the taxable box if the item is ever subject to sales tax.

Sales information

Widget

Sales price/rate Income account

0.00 Sales of Preduct Income -

Is taxable
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TIP: If you need to charge sales tax on billable expenses, you must enable this setting under

Account and Settings - Expenses 2 Bills and expenses 2 Make expenses and items
billable - Charge Sales Tax.

Account and Settings
Company
Bills and expenses Show Items table on expense and purchase forms () On
Billing & Subscription Track expenses and items by customer (3) On
Make expenses and items billable (@) On
Sal
aes D Markup with a default rate of 10 % @
Expenses \ D Track billable expenses and items as income (@)
Payments Charge salestax @
Default bill payment terms Net 10 v
Advanced

Topic 2: Tools & Features
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21 Step-by-Step: Sales Tax Workflow
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Now that you have learned how to set up sales tax, let's go through a sample workflow to see how
QuickBooks tracks taxes collected and paid.

1. Create an invoice or sales receipt with sales tax. When the transaction is saved, the liability
account for the agency is credited for the amount of the tax assessed or collected. The tax
column on the form indicates whether the item is subject to sales tax and the sales tax item

determines the rate to apply.

b Invoice rocates ¢ the tem & @ @
Laxabie - 1S &= delerraned
iy the demi's L s
Dt can e overrdden on the
farm
¢ SERVICEDATE  PRODUCT/SERVICE DESCRIFTION ary RATE \q1 TAX
' Wiaget Widget 7 20 300,00 m
#
Add boves Chear 6 Iiin Add suteote Subtotal $500.00
" v Unplaeywd . Taxable sutectwt $500.00
The Ssbes tan cods Gateriranes (b sabus 14x l._,. fomas v 7.75% 39.7% I
rate 10 appty to the taxable limes on the fom
Tt $536.75
Balance due $538.75
Sletemet monn
The Transaction Journal shows the credit to the Tax Agency Sales Tax Payable account.
Castle Construction
JOURNAL
All Dates
DATE TRAMNSACTION TYPE NUM NAME MEMOC/DESCRIFTION ACCOUNT # ACCOUNT DEEIT CREDIT
04/04/20...  Invoice 1114 Barley, Renee 11000 11000 Accounts Receivable $538.75
Widget 50100 50100 Cost of Geods Sold $200.00
Widget 12100 12100 Inventory Asset $200.00
Widget Sales of Product Income $500.00
I State Board of Equalization P... $38.75 I
$738.75 5738.75
TOTAL $738.75 5738.75
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Sales tax for the period is shown in the Sales Tax Center. You can record a sales tax payment and
view reports in this screen. It also displays recent sales tax payments.

Sales Tax Owed
Show BY | mMonth~ For | Current Year+ StartofYear | Janw Accounting Basis | aAgeruale ﬁ
Agency Name Gross Sales @) Taxable Sales  Tax Amount Adjustments Payments Balance
- Sales Tax Agency1 $16,837.35 $253.00 $12.65 $12.65
rename
Apr-17 $1,100.00
Mar-17 $2.850.00
Feb-17 $787.35 $253.00 $12.65 $12.65
Jan-17 $12,100.00
+ State Board of Equalization $16,837.35 $-350.00 $3,969.97 $3969.97
rename

\ Record Tax Payment View Report

Recent Sales Tax Payments

Agency Name Tax Period Tax Amount Adjustments Total Paid Paid Date
State Board of Equalization 12/31/2016 51311471 $-200.00 51291471 12/01/2016
State Board of Equalization 01/31/2015 $240.48 $240.48 05/01/2015
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2. Record a tax payment for each agency. Choose the bank account from which the payment will be
made. You can change the dates displayed, if necessary. You have the option to queue the check
to be printed later and enter a note about the payment.

Record Sales Tax Payment
Bank Accoun! | Checking . Choose the bank account
Payment To Board of Equakzation
‘Payment Date 01272018 - : r r
e — Set the Payment Date and Tax
- Pe -ncding lale
Tax Period Ending (0173172016 = eriod Ending Date
Tax Payment S0 10 Make Agpstment
Total Payment 550 10
Notes Enter notes and queue the check
10 be printed lat
Print a chech
This payment will be appled 1o the accrued sales tax for this agency
Record Tax Payment Cancel

Sometimes you may need to adjust the sales tax. Here are possible scenarios:
® Early payment discount from your state

® Penalty needs to be added

® Use tax needs to be added

® You need to adjust up or down because of rounding; your state might only accept whole
dollars.

When recording a sales tax payment, you can click the Make Adjustment box. Then put in the
adjustment amount, reason and posting account.
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~

Record Sales Tax Payment

Bank Account  |1100 Chase 1234 v

Payment To Sales Tax Agency1

*Payment Date |05f041201 7 s
Tax Period Ending |04/30/2017 v
Tax Payment | 1265 [v] Make Adjustment Whatis this?

Adjustment [ 0.35 [Rounding to whol... lomerMiscellaneousExpem'v

Ex: 100.00.-100.00 Help me choose
Total Payment $13.00

Notes' |enter notes

[C] Printa check

This payment will be applied to the accrued sales tax for this agency.

Record Tax Payment Cancel

3. Create reports as backup for payments.
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The Sales Tax Liability Report can be run from the Sales Tax Center. Other reports related to sales tax
can be found in the Report Center > Manage Sales Tax and include the Taxable Sales Summary
and Taxable Sales Detail Reports.

Step-by-Step: Sales Tax Report Customizations for Checking Sales Tax

If you want to spot check sales tax activity before paying the sales tax, customize the Taxable Sales
Detail report using the following settings to help you review whether sales tax was charged
appropriately:

1. From the Report Center, select All Reports > Manage Sales Tax > Taxable Sales Detail
Report.

2. Customize the report.

a.

b.

Select the appropriate reporting period and accounting basis for your situation.
Change columns to add Tax Amount.
Set Filter:Distribution Account to All Income Accounts.

(Optional) set Filter:Product/Service to Specified (to leave out transactions posted without
items).

Change Filter:Product/Service Taxable to All (so you can see all on one report).

3. Review the Tax Amount column for all transactions in each product grouping. Look for
transactions that have inappropriate tax activity and make modifications, as needed.

TIP: If you want supporting documentation for the amount of taxable sales you report,
change the Product/Service Taxable status back to Taxable then run the report and save as a
PDF. This is helpful when you find historical transactions often change and disrupt the

reporting base. You can do the same for non-taxable status.
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Troubleshooting

If changes are made to sales tax liability from a previous period that has already had a sales tax
payment recorded, that period in the Sales Tax Center will still show a balance. For example, a
customer was charged sales tax erroneously and your client (after the sales tax was paid), just
deleted the sales tax from the invoice. Fixing this depends on whether the balance is positive (owe
tax) or negative (overpaid tax).

@ If the tax liability has increased (owe tax), the balance will show a positive amount. Select the row
and click Record Tax Payment to make an additional tax payment for the additional amount due
(after verifying that the amount is correct).

@ If the tax liability has decreased, meaning the sales tax was over collected, the Balance column
will show a negative amount for the period. Verify that whatever caused it to go negative was
correct.

a. Select the period that shows a negative balance and record a tax payment.

b. You can'trecord a negative amount, so you need to enter an adjustment to an expense
account, for the same amount, to make the net payment zero.

c. QuickBooks Online will require you use an expense account for a positive adjustment.

d. Inthe next reporting period that shows a balance due, make an adjustment when paying the
tax to reduce the balance due by the amount overpaid in the previous period. QuickBooks
Online will require that you use an income account for a negative adjustment.

Sales Tax Owed
Show By | manth~ For | Current Year~ Startof Year | janw Accounting Basis | agcrualv | @
Agency Name Gross Sales G Taxable Sales Tax Amount Adjustments Payments Balance
-| City of East Bayshore $174,599.61 $15,715.65 $47.15 $23.34 $23.81
[ename
I Apr-17 $21,958.02 $3577.85 $10.73 $1251 $-178 I
Mar-17 $27 69125 $4,919.80 $14.76 $10.83 $303
Feb-17 $100,212.50 $7,218.00 $2166 $2186
Jan-17 $24737.84
+| State Board of Equalization $174,599.61 $17,994.69 $1,394.61 $991.17 $403.44
rename
Record Tax Payment View Report
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Bank Account  |{1p100 Checking -

Payment To City of East Bayshare

*Payment Date ||;|4_.'|:|4,.'2|:|* 7 -
Tax Period Ending ||:|4_.'3n_.'2|:|‘ 7 -
Tax Payment | -1.78| [+] Make Adjustment What is this?

Adjustment | 1.78 |adjust for overpay... |'5E'|:||:||:| Miscellaneous -

Help me choose

Total Payment $0.00

MULTICURRENCY

The Multicurrency feature was added to QuickBooks Online (Essentials and Plus) in June 2015 and
allows users to create transactions and prepare reports in multiple currencies. This helps mitigate

risk when dealing in foreign currencies and it quantifies that risk for clients. This can also help with
pricing and other financial decisions. QuickBooks also calculates gain or loss on foreign exchange.

Things you need to know:

@® Multicurrency is only available in the Essentials and Plus subscription levels
@® The feature is not enabled by default and must be turned on
@® Exchange rates are updated automatically every four hours (but can be manually changed)

@® Home currency is USD by default — if you need your home currency to be different, you have the
ability to change it only when you turn it on

Considerations before you implement:

® Once turned on, you can't turn it off

@ |If you are using apps with QuickBooks, confirm how they will work with foreign currencies and
the extra fields associated with them

® QuickBooks Desktop conversion tool now supports converting QuickBooks Desktop files with
Multicurrency enabled
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Enabling Multicurrency

To turn on Multicurrency in QuickBooks, from the gear icon select Account and Settings >
Advanced - Currency then check the box for Multicurrency. If you do not want USD to be you
home currency, choose the correct home currency. You must then check the box stating

l understand | can’t undo Multicurrency and click Save.

Currency Home Currency USD - United States Dollar  +
|| Multicurrency @ USD - United States Dollar
Multicurrency may be right for you if you have GBP - British Pound Sterling

financial transactions in more than one currency. CAD - Canadian Dollar
Meed help deciding about multicurrency?

SGD - Singapore Dollar
Once you turn on Multicurrency:

* You can't turn it off INR - Indian Rupee
* You can't change your home currency EUR - Euro

» Extra fields, columns and more are added to
QuickBooks MYR - Malaysian Ringgit

[ ] 1understand | can't unde Multicurrency VND - Vietnam Dong

AUD - Australian Dollar

Cancel HKD - Hong Kong Dollar

JPY - Japanese Yen

Again - in the US version of QuickBooks Online, QuickBooks assumes you want to use USD as your
home currency. Only when you are first turning on multicurrency can you change the home currency.

Once you check I understand I can’t undo Multiccurrency, the choice to change the home
currency will not be there.
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Currencies List

Once enabled, a new list appears in QuickBooks Online: The Currencies list. This contains all the
world’s currencies, including Bitcoin. To access the Currencies list, from the gear icon select Lists >

Currencies.

Your home currency is displayed at the top of the Currencies list; the other currencies will be
displayed below. Add currencies by clicking the button at the top right.

< Al lisss
Currencies

Add Currepcy

Home currency: USD - United States Dollar

1R LY SD LAST UPDATED

Cenadian Dole 0745404 04/D5/2017

All currencies selected will automatically have exchange rates populated for all previous dates up to
the current date. No maintenance of exchange rates is required. Any transaction’s default exchange
rate can be overridden, however, and the overriding rate can replace that date's populated rate. You
can override either on the list itself or at the transaction level. This allows for forced exchange rates,
such as those mandated by bank transfers or foreign credit card charges. QuickBooks Online allows
for exchange rates, accurate up to seven digits.

Currencies
Home currency: USD - United States Dollar
CURRENCY uso LAST UPDATED ACTION

GE® - British Pound Sterd 12487 Q4052017 s 0DDT AM Easter Dayioht Tune Edit currency exchange »

8/01 AM Estorm Daylioht Tine Edit cunency exchange w

UR - Euro 1006758 | 04/0572017 2 04:00 AM Epstorm Daylight Tine Edit cunwncy exchange w
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Edit currency exchange rate

®) Market rate

As of| pa/05/2017 .1 GBP =1.2487 UsSD
Your rate
‘ Cancel ‘ ‘ Save ‘

Effect on the Chart of Accounts and Other Lists

Any general ledger accounts, as well as customers and vendors who were already in QuickBooks
Online prior to turning on Multicurrency, are all automatically assigned the home currency. Any new
balance sheet accounts (other than equity accounts), customers and vendors can now be assigned a
currency. Unlike QuickBooks Desktop, you can assign foreign currencies to all balance sheet
accounts except equity type accounts. There is no need to add accounts receivable or accounts
payable accounts for each currency, these accounts will be automatically added once a transaction is
recorded in that currency.

Account
Category Type *Name

Other Current Assets A Prepaid Expenses - Euro
*Detail Type Description

Investments - Other
Loans To Officers
Loans to Others

Curren
Loans to Stockholders i
Other Current Asssts USD United States Dollar -
Prepaid Expenses
Retainage -
Undeposited Funds . USD United States Dollar

CAD Canadian Dollar
Use Prepaid expenses to track payments

B . EUR Eurc
for expenses that you won't recognize
until your next accounting period. GBP British Pound Sterling
When you recognize the expense, make AED UAE Dirham

a journal entry to transfer money from

this account to the expense account. AFN Afghan Afghani

ALL Albanian Lek

AMD Armenian Dram
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Choose the correct currency in the field This customer pays me with.
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Customer information

Title  First name Middle name Last name Suffix Email

Company USD United States Dollar

CAD Canadian Dollar

EUR Euro

GEP British Pound Sterling

Raimonzie Import
*Display name as

Raimonzio Import v
Print on check as |z| Use display name AED UAE Dirham

Raimonzio Import AFN Afghan Afghani

ALL Albanian Lek
Address | Notes | Tax info | Payment and billing | Attachmei

AMD Armenian Dram

-

ANG Dutch Guild
Preferred delivery method utch Guilder

i AOA Angolan Kwanza
Print later ¥

ARS Argentine Peso

USD United States Dollar

Fax

| parent v

What happens if you have an existing account, customer or vendor created prior to enabling
Multicurrency that should be assigned a foreign currency? You need to create a new customer (with
a little different name) and assign it to the new currency. If there is a balance in the USD customer
that should be assigned to the new foreign customer, you need to zero out the USD balance and re-

set up the transaction(s) in the foreign currency.

Also:

® Sub-names must have the same currency as the parent

@ If you deal with an entity in multiple currencies, create a new name (customer or vendor) for each
currency and append the name to reflect the currency (e.g., Customer A - CAD)

= IMPORTANT: When you create a list name, it will default to the home currency and once a currency is

assigned and saved, it can't be changed.
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Accounts Added by QuickBooks Online

The following accounts are automatically added to QuickBooks when Multicurrency is enabled:

@® Exchange Gain or Loss

@® Accounts receivable and accounts payable for each currency you have enabled (this does not
happen until you create a transaction in the new foreign currency)
Effect on User Interface

All three lists (Chart of Accounts, Customer and Vendor) will now include a Currency column and the
balances displayed in the lists will be in their designated currency as opposed to the home currency.

J- Batch actios » [}

CUSTOMER « |/ COMPANY FHONE CURRENCY DPEN BALANCE ACTION

A CT Castomer uso $331.7%

53175 Ruraive payment w

A Now Canadan Customer

» New Ewro Customer . 1.0 #
EuR €58l.0a Mnceive pupment v

Adam's Candy 5ho
y Shop TOT 5555734 uUsdD $2 00000 Hurelve paymant v

The money bars at the top of the Customer and Vendor Centers display total amounts for each
colored bar category in the home currency, based on the home currency value of each transaction
making up the balance. The balances for each name in the Customer and Vendor Centers, as well as
individual transaction balances in these centers, are denominated in the native foreign currency.

Customers ==

R
1 ESTIMATE & UNBILED ACTIVITY 2 OvERDUE 32 PO LAST 30 DaYS.
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Another great feature of Multicurrency accounting in QuickBooks is that it not only tracks the home
currency value of each transaction, but also displays the foreign account registers denominated in
the foreign currency attached to that account. This is very useful for bank and credit card accounts
because it allows you to reconcile these accounts in their native currency (comparing the numbers in
the Reconciliation window to those on paper statements or online banking reports) without worrying
about what they're worth in the home currency. And it's useful for A/R and A/P because it enables
you to discuss balances owed for foreign customers and vendors in their native currency, basically
comparing apples with apples.

A/R Register - 1 Secehmble (AR] | » €563.

There is one other user cosmetic difference in QuickBooks Online once Multicurrency is enabled: all
forms with templates (invoices, purchase orders, etc.) that are sent to a Customer or Vendor now
include the currency symbol in the total, even if the transaction is denominated in the home
currency. There is no way to turn this off.
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The Accounting Behind Multicurrency Transactions

When a transaction is recorded in a foreign currency, QuickBooks records the debits and credits in
both the foreign currency values and the home currency values. It also records the name of the
currency and the exchange rate for that transaction. The exchange rate comes from the Currency list,
which is populated automatically by real-time exchange rates that are looked up every four hours.

The exchange rate on any transaction can be overridden by the user, if required. QuickBooks will ask
whether this override exchange rate is to be the new rate in force for that date, or if it is to be in force
only for that transaction. The current day’s exchange rate can be overridden in the Currency list too.

NOTE: In some cases (obscure currencies), the exchange rate will not be available automatically and
you will be prompted to enter it on the face of the transaction screen.

= Bill ® X

£112.49

vvvvvvv
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You can modify a Transaction Journal report (found on the bottom of a transaction or in Accountant
Reports Group) to show both entries behind the scenes of the transaction by adding the Currency,
Exchange Rate and Foreign Debit and Credit columns.

+ Rowe/Columns

Select and reorder columns
Date

Transaction Type
Mum

Adj

Nsms
Memo/Dsscription
Account

Debit

Cradit
Currancy
Exchangs Rats
Forsign Debit

Foreign Cradit

Multi-step Transactions

When a payment is recorded for a foreign currency transaction (customer payment or bill payment),
the difference between the exchange rate at time of sale or purchase and the exchange rate at time
of payment is recorded as a debit or credit to the Exchange Gain or Loss account that was
automatically created when you enabled Multicurrency. If you utilize Undeposited Funds for a
customer payment, you may see an additional adjustment to the Exchange Gain or Loss account
when you record the deposit to move the funds to the bank account.

L, H and M Squared Landscaping

JOURMAL

All Datss
DATE TRAMEACTION TYPE MUM ATy MAME MEMO/DESCRIPTION ACCOUNT DEEBIT CREDIT

04/05/2017 Payment No A MNew Canadian Custo... Checking $666.70

No Accounts Receivable [A/R} - C._ $600.00
No I Exchange Gain OrL.. Exchamge Gain or Loas $66.70
$666.70 $665.70
TOTAL £666.70 $666.70
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L

2! Step-by-Step: Multicurrency Transaction Workflow

Let's take a look at how the Multicurrency feature works in QuickBooks when making transactions.

We'll walk through an accrual method sales cycle: create an invoice, receive a payment and make a
deposit to our bank.

1. Create an invoice for a Canadian customer for $1,000 CAD.

Notice on the invoice below that the exchange rate is displayed in the top left underneath the
customer name (in our example, the exchange rate is .74540). The exchange rate can be
overridden right on the invoice, if necessary, and the amount of the invoice in both the home
currency and the foreign currency are displayed at the bottom of the Invoice screen. The foreign

customer will see only the foreign currency amount listed on the printed or PDF version of the
invoice.

BILLTO SHIP TO
A New Canadian Customer A New Canadian Customer
INVOICE # DATE TOTAL DUE DUE DATE TERMS ENCLOSED
178 04/05/2017 CAD 1,000.00 05/05/2017 Net 30
PRODUCT QTY RATE AMOUNT
Custom Landscape Design 1| 1,000.00 1,000.00
BALANCE DUE
CAD 1,000.00
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Behind the scenes, QuickBooks records the transactions in both the home and foreign currency
and captures the currency and exchange rate for each transaction. You can modify a Transaction
Journal report (found in Accountant Reports Group) to show both entries behind the scenes of
the transaction by adding the Currency, Exchange Rate and Foreign Debit and Credit columns.

2. Receive a payment from the customer at a later date and change the exchange rate so you can
see what QuickBooks does behind the scenes. In our example the exchange rate is .95877.
Because exchange rates change all the time, QuickBooks must account for the difference
between the home currency value at the time of sale and the home currency value on the date of
the payment. Post the payment to Undeposited Funds.

{5 Receive Payment @ >

mmEs $1,000.00

Notice the USD amount changed from $745.41 on the invoice to $958.77 on the Receive Payment
screen.

The Transaction Journal shows how QuickBooks accounts for it.

L, H and M Squared Landscaping
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The difference between the exchange rates on the two dates is posted to the Exchange Gain or Loss

account.

3. Make a deposit. If the foreign payment was debited directly to the bank account, the cycle is
complete. In this case, you posted to Undeposited Funds, so you need to make a deposit.
Change the exchange rate again. If the exchange rate has changed between the time the
payment is received and the money is deposited to the bank, an additional adjustment will be
made to Exchange Gain or Loss account automatically by QuickBooks when the deposit is

recorded.

(“} Deposit

Here's the transaction journal.

oaTe TRANGACTON YRS UM A0y nave

L. H and M Squared Landscaping

LARINCY SAO-ANGT RaTS oo onCeaT SOS00N CacoT

In this case, because the exchange rate decreased, it created a loss (debit) to the Exchange Gain or

Loss account.

NOTE: The same principles discussed in the sales workflow above apply to Accounts Payable expense
transactions. However, in that case, using the same amounts (bill is worth $745.41 US and bill
payment is worth $958.77 US due to the exchange rate fluctuation), the Exchange Gain or Loss would

result in a loss.
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Revalue Home Currency Values

The balance sheet always shows balances in USD (assuming that's your home currency). The USD
balances are calculated based on the exchange rates at the time of the foreign transactions. Many
businesses want to see their USD balances based on the exchange rate as of the date they run the
report, i.e., year end. In that case, create a Home Currency adjustment.

Home currency adjustments change the home currency value of your foreign balances, recalculating
them based on a new rate. These adjustments affect your balance sheet accounts. We recommend
that you work with an accounting professional before entering these adjustments.

Until the home currency value of your foreign balances is recalculated using current exchange rates,
your reports show the home currency value based on the exchange rates used at the time of each
transaction.

Revaluing the home currency enables you to change the home currency value of foreign balances
without changing the number of foreign currency units (yen, euro, peso, etc.), which would
otherwise mess up the bank reconciliations of these foreign accounts.

Step-by-Step: Home Currency Adjustments

1. Access the Revalue Currency screen, from the gear icon select Lists - Currencies.

L, H and M Squared Landscaping

Your Company Lists Tools
Account and Settings mport Data
anage Uzerz mport Desktop Data

Custom Form Styles Expaort Data

Chart of Accounts Reconcile

Payroll Settings Budgeting
CuickBooks Laba Audit Log

COrder Checks E
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2. Click the drop-down arrow under the Action column next to the currency you want to revalue.

: (SRS
Currencies

Home currency: USD - United States Dollar

CLARENCY LAST UPOATES ACTION

3. Enter the date of the revaluation and choose either the exchange rate provided by QuickBooks
or enter your own rate by clicking Your rate and entering a value.

Revalue EUR against USD

S

Hevsalue Basad on

® Markot rate

v TYPE WANE FORENGN SALANCE [E1M BALANCE 11501 REVALUED (ST EXCHANGE GAMADSS JUSDY

Check the customers or vendors you want to revalue and click Revalue. The revalued amount
shows in its own column when you check the names.

4. The exchange gain/loss is unrealized until you save the transaction. If you don't want to record
the adjustment but wish to accrue unrealized gains or losses, use the numbers provided to
record a journal entry for the current period and reverse it on the first day of the next accounting
period. To record a realized gain or loss, click Save and the adjustment will be reflected in the
financial reports.

NoOTE: Home currency adjustments do not affect foreign balance amounts.
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The Exchange Gains or Losses account should contain only two types of transactions:
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@® Automatic calculations by QuickBooks of gains or losses based on opening (invoicing or billing)
and closing receivables and payables transactions (receiving payments / depositing and paying

bills)

@® Revaluation adjustment transactions, which are initiated by the QuickBooks user who wishes to

revalue foreign balances

Revaluation adjustments appear as journal entries, but do not try to use a regular Journal Entry
window to revalue foreign balances. You must use the Revaluation Adjustment screen; otherwise
you will alter the foreign balance as well as the home currency balance of any accountyou're

adjusting.

DATE TRANSACTION TYPE NuMm ADJ

Total for Exchange Galn or Loss

L, H and M Squared Landscaping

TRANSACTION REPORT

wary 1- April 5, 2017

NAME MEMODESCRIFTION ACCOUNT

AMOUNT BALANCE

NOTE: If there are any transactions in the Exchange Gains or Losses account that are not related to
receiving foreign customer payments on invoices, depositing foreign customer payments from
Undeposited funds and paying foreign bills or revaluation adjustments means that someone has
made entries affecting this account. These transactions should be investigated and corrected.

NOTE: There may be changes made to how the home currency adjustments will work. Keep an eye on

the QuickBooks Online Blog.
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Multicurrency Troubleshooting

Due to the nature of accounting in Multicurrency, it is possible you may see unexpected balances on
the balance sheet.

For example, you might have a bank balance of 1,000 euro showing in a euro bank register, but on
the balance sheet, you see -$212.50 USD as the home currency value. Or, even more glaring, a euro
bank balance of zero euro. It stands to reason that the balance sheet should show $0 USD as its
value. But what if the home currency value isn't zero? Why is the home currency balance wrong and
how do you fix it?

First, let's see how the home currency balance can be wrong. Let's take a simple example to
illustrate:

Example:
DATE TRANSACTION EXCHANG € VALUE US$ VALUE BALANCE
TYPE E RATE SHEET
AMOUNT
1/15/17 Deposit 1.5 €1000.00 $US1500.00 $US1500.00
12/15/17  Pay Bill to € 2.0 -€1,000.00 -$US2000.00 -$US 500.00
Vendor

The client receives 1,000 euro at the beginning of the year from the sale of goods to a European
customer and, at the time, due to the exchange rate, it was worth $1,500 USD. Let's also say that you
put it into a euro bank account at a US bank or it is held in a petty cash account. Either way, if there
are no other transactions, the client still has the 1,000 euro at the end of the year. Let’s say the euro
strengthened during the year so it is now worth $2,000 US. Now they have to send 1,000 euro to a
European vendor. They are using all the euros to pay this vendor. The euro balance is zero in the
euro bank account, yet the balance sheet would show a home currency value of negative $500 USD.
Remember, there was a balance worth $1,500 USD in the home currency at the start of the year, then
paying the euro vendor at the end of the year depleted that balance by the equivalent of $2,000
USD. So the zero euro account now has a home currency value of -$500 USD.

This is a very simple example using just two transactions. The balance sheet shows the cumulative
balance of the account in the home currency based on the home currency value of each of the
transactions, using the exchange rate in force for each transaction. Imagine how strange the home
currency balance might become with many transactions over time, coupled with wild exchange rate
swings.

Use the home currency adjustment to fix this problem.
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Unrealized Exchange Gains & Losses

Some businesses want to record unrealized exchange gains and losses rather than creating a home
currency adjustment. This can be done with a journal entry and typically a reversing entry at the
beginning of the next period. Unrealized gains and losses are the differences between the exchange
rate on the books and the exchange rate today.

To see a report of unrealized gains and losses on foreign exchange for a specific currency, start the
revaluation adjustment process shown above and review the Exchange Gain/Loss column but do not
click Save.

Another way to see unrealized gains and losses on foreign exchange is to run a report, which shows
potential gains and losses for all currencies in use.

Step-by-Step: Run an Unrealized Exchange Gains & Losses Report

1. Select Reports 2> All Reports - Business Overview - Unrealized Exchange Gains & Losses.

Enter Exchange Rates

Enter Dats 4 201
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2. Choose the valuation date and accept or override any of the default exchange rates for that date.
Click Continue. Any unrealized (i.e., potential) exchange gains and losses will appear on this
report, account by account, name by name, showing these columns and totals:

L, H and M Squared Landscaping
UNREALIZED GAINS & LOSSES
ACCOUNT CURRENCY FOREIGN BALANCE EXCHANGE RATE ADJUSTED BALANCE CURRENT BALANCE GAIN/LOSS
Accounts Receivable (A/R)- C... CAD 0.00 0.745408 0.00 -74.73 7473
Accounts Receivable (A/R)-E.. EUR 563.04 1.066758 600.63 600.63 0.00
Prepaid Expenses - Euro EUR 1.066758 0.00 0.00
Accounts Payable (A/P) - EUR EUR 112.49 1.066758 120.00 120.00 0.00
Notes Payable EUR 1.066758 0.00 0.00
Total Unrealized Gains & Losses $74.73

The information in this report can be used to accrue unrealized exchange gains or losses then
reverse the accrual as required.

NOTE: If a home currency adjustment was recently entered for all the currencies involved, this report
will be empty. That is because these gains or losses are now realized.

Realized Exchange Gains & Losses

Another useful report is Realized Exchange Gains & Losses, accessed by selecting Reports - All
Reports = Business Overview - Realized Exchange Gains & Losses.

L, H and M Squared Landscaping

REALIZED EXCHAMNGE GAINS & LOSSES
March - May, 2017

TRANSACTION TYPE DATE NAME CURRENCY EXCHANGE RATE REALIZED GAIN/LOSS BALANCE
Payment 03/05/20... A Mew Canadian Custo... CAD 1.00 184.07 184.07
Payment 04/05/20... A Mew Canadian Custe.. CAD 0.22501 &6.70 250,77
Payment 04/10/20... A New Canadian Custo... CAD 0.95877 213.36 46413
Deposit 04/17/20... A Mew Canadian Custo... CAD 0.70022 -258.54 205.59
TOTAL $205.59
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= NOTE: You will not be able to complete the exercises in the payroll section of this guide in the sample
company, Craig’s Design and Landscaping Service. The processes outlined in this section are for

reference only.

Intuit offers two integrated payroll options for QuickBooks Online: QuickBooks Full Service Payroll
and QuickBooks Online Payroll. You can compare features by visiting
http://quickbooks.intuit.com/payroll-service.

QUICKBOOKS ONLINE
PAYROLL

QUICKBOOKS ONLINE
FULL SERVICE PAYROLL

Accessed inside QuickBooks Online YES YES
Separate user ID’s for accountant and YES YES
client to collaborate on the same payroll

account

Free expert support YES YES
Easy paychecks, just enter hours YES YES
Pay by check or direct deposit YES YES
Federal and state payroll tax forms YES YES
automatically calculated

Intuit files and pays taxes on behalf of YES
client

Intuit transfers data from previous YES
provider, if needed

Intuit mails W-2's to employees at year YES

end
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® QuickBooks Full Service Payroll is a complete payroll service. It's the do-it-for-me option.
® Intuit calculates paychecks, makes all payroll deposits and files returns on the client’'s behalf
® The annual W-2s are mailed directly to the employees by Intuit on behalf of the client
® Intuit handles any tax notices and assumes responsibility for accuracy and timely deposits

® Itincludes free direct deposit for employees but the client can choose to print the paychecks
from within QuickBooks Online

® Intuit will transfer data from a previous payroll provider if needed at no cost to the client

® QuickBooks Online Payroll is the do-it-yourself option

@ Intuit calculates paychecks but the client (or accountant) is responsible for making all required
tax deposits

® The client (or accountant) must review and submit payroll tax returns that are prepared in
QuickBooks Online Payroll and is responsible for filing the returns in a timely manner

® Intuit does not handle any tax notices and does not assume responsibility

® Intuit sends a reminder email when payroll, payroll tax deposits and payroll tax forms are
coming due

® Employees can be paid via free direct deposit or by printing checks

NOTE: Intuit also offers Intuit Online Payroll for Accounting Professionals and Intuit Full Service Payroll
for Accounting Professionals. These allow you to process payroll outside of QuickBooks Online then
export it to QuickBooks Online later. Both of these options let you access all your payroll clients in one
dashboard.
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Payroll Setup

2 Step-by-Step: Sign up for QuickBooks Payroll

1. Click the Employees tab within QuickBooks then select Choose your plan at the top right of the
screen. (Your experience might be a little different, but you will sign up for payroll from the
Employees tab.)

Employeas
Need to pay your employees?
o
% Run sayroll quickly snd sccurately
I’ # and pay taxes or 9t our Sxoem
- E doitlor you
Setop payre Cousta seychecks Set payrat tazes Sone Choose your plan
- Mt
~
Add an amployse
NaMmi MOONE NUMEER EMAL ADDRESS ACTION
Woody Adama DETACHED wocdy_sdams@miut om tdit -

2. Select the features that matter to you and QuickBooks will help you choose a plan

Pay employees in minutes
Let's find the right payroll pian for your business

Solect the features that matter 10 you

Autamaty Uarilernftud Frows dirwet Haary prayrall Exparms handla Tanirs prast & ity lree
tas catculatiom payproll ro foporits & W-22 o mobile yelug filed for you Juarmntes®
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3. Ifyou sign up for QuickBooks Online Payroll, QuickBooks will walk you through a wizard to get
everything set up. You may see screens such as the ones below.

\ Va
= =
Set up Create paychecks Flie and pay
payroli " Mminuts

taxes

Let's set you up to pay employees.

You're signed up for Enhanced Payroll

Get Ready for Payroll

Let's get to know you a little better,
Tell us your payroll story.

Huve you paid arny W.2 smployees in 20177

No, 1 have not paid employess in 2017,

| have not paid employees mancally, through an accountant, or usng another sarice in 2017

g
Yas, I've paid employees in 2017
| am swiaching 1o QuickBooks Qnline Payroll

What's the difference botweon W.2 and 1099 amployeas

This wizard will help you get your employees and appropriate earnings items, deductions, taxes and
company contributions set up. Additionally the wizard will show you where to set up tax items, E-pay
and E-file services for direct deposit, electronic payroll tax remittance information and form filing.
You will also set up pay schedules and assign them to employees.
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There is a checklist to help you gather the necessary information to complete the setup
http://payroll.intuit.com/support/newuser/start.jsp.

Gather the following information to complete the setup:

® Company information - Legal name and bank routing and account numbers

® Compensation and benefit types - Salary, hourly, retirement, other deductions

® Employee information - Completed W-4s, pay rates, deductions, benefit info

® Direct deposit information - Employees’ bank accounts and routing numbers

® Tax information - Company FEIN and state agency ID numbers, rate information, required filing
frequency and any other tax information for your state

Step-by-Step: Adding Employees

Although you add your current employees when going through the payroll setup wizard, you need
to know how to add new employees.

1. From the Employee Center, click Add Employee.

Active amployeas - Add an employee

NAME A PAY RATE PAY METHDO STATUS

Module 2: Maximize QuickBooks Online 117


http://payroll.intuit.com/support/newuser/start.jsp

Supplemental Guide

Topic 2: Tools & Features

2. There are three tabs to enter information. On the first tab, enter the employee’s name and the
pay information as shown below:

Colleen Ransom

First name* M.l Last name*

Colleen Ransom

What are Colleen's withholdings?

Enter W-4 form

How often do you pay Colleen?

Biweekly v  starting 04/08/2017

How much do you pay Colleen?
Hourly v $ / hour

Add additional pay types

Does Colleen have any deductions? (Examples: retirement, health care)

No (most common)

How do you want to pay Colleen?

Paper check v
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a. Enter W-4 information. If your state requires additional info, you will need to enter it here as
well. Click Done.

Colleen Ransom

First name* M.l Last name*

Colleen Ransom

What are Colleen's withholdings?

Enter W-4 form

How often do you pay Colleen?

Biweekly v starting 04/08/2017

How much do you pay Colleen?
Hourly v $ / hour

Add additional pay types

Does Colleen have any deductions? (Examples: retirement, health care)

No (most common)

How do you want to pay Colleen?

Paper check v
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b. Enter a pay schedule. This is where you determine the pay week ending date and check date.
You can set the new payroll schedule as a default here too. Click Done.

What's Colleen's pay schedule?

How often do you pay Colleen?

Every Other Week. v

When's the next payday?
04/14/2017

When's the last day of work (pay period) for that payday?
04/10/2017

What do you want to name this pay schedule?
Biweekly

¥ Use this schedule for employees you add after Colleen

c. Enter the pay rate. This can be hourly, salary or commission only. If there is only one pay rate,
it can be filled in on the general screen. However, click Add additional pay types to add
more than one pay type.

How much do you pay Colleen?

You pay Colleen:

Hourly - $ / hour

Hourly 2

Add an hourly rate

You can also pay Colleen:
Overtime Pay
Double Overtime Pay
Sick Pay
Vacation Pay
Holiday Pay
Bonus

Commission

» Even more ways to pay Colleen... (not common)
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d. Enter any deductions such as retirement or medical insurance. More deduction types can be
added in the Payroll Settings which will be covered next.

What deductions or contributions does Colleen have?

Deduction/contribution or garnishment

Deduction/contribution v

Deduction/contribution type

HSA plans v

Type
{choose one) A4

e. Determine payment method. You can choose from paper check or direct deposit.

How do you want to pay Colleen?
Paper check

Direct deposit 2
o »aycheck that you can print and hand to
Direct deposit to two accounts

Direct deposit with balance as a check

Paper check
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3. Click the Profile tab to fill in additional information about the employee.
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Pay Profile

Home address*
City or town™®
Email
Phone
Home ext.
Work ext.
Mobile e
Gender* Birth date

Female

Male

Employment

State ZIP code*

CcT -
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4. Click the Employment tab to fill in information such as hire date and birth date. These are
required fields. You can also change the status of the employee from Active to Paid leave of
absence, Unpaid leave of absence, Not on payroll, Terminated or deceased.

Pay : Profile Employment

Employee ID

Status

Active v

Have you filed a new-hire report with the state?

Have you stored a completed Form -9 in your files?

Hire date*

Birth date*

Work location

4695 Main Street (CT) -

Workers' comp class
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Payroll Settings

Once payroll is turned on, there is a new choice when you click on the gear icon: Payroll Settings.
You may need to access these settings to make changes.

Castle Construction

Your Company Lists
Account and Settings All Lists
MManage Uzsers Products ang
Custom Form Styles Recurring Tr|
Chart of Accounts Artachments

Payroll Settings

QuickBooks Lakbs

Caompany Templates

Preferences

SE'.'tLIp: E-file and e-pay | PayPolicies | TaxSetup | Deductions | Preferences

Setup Overview

Payroll and Services Company and Account Employees
Payroll Business Information Overview
Pay Schedules Contact Information Employees
“acation / Sick / PTO ‘Work Locations Time Sheets
Deductions / Contributions

Preferences

Bank Accounts Accounting
Company Paycheck Printing
Employees Form Printing

Emails

Taxes Reports

zeneral Tax Information
Federal Taxes

State Taxes - CT

Slate Taxes - CA

Federal Form Preferences
E-file and E-pay

It is broken out into several sections. Many of these settings will be set up through the wizard when
starting payroll. That being said, you may have to make changes.
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Payroll
® Add new pay schedules
@® Setup vacation, sick and paid time off

@® Add additional deductions and company contributions. (You cannot add deductions and
company contributions in the Add Employee window; it must be completed here in Payroll
Settings.)

Preferences

S-E.'tl..lp: E-fieand e-pay | PayPolicies | TaxSetup | Deductions | Preferences

Create Deductions/Company Contributions

Deductions/Company Contributions

To set up a new deduction or company contribution, click the Add a New Deduction/Contribution link.
When you're dene, you can add another deducticn/company contribution or assign the new
deduction/company contributicn to employees.

Add a New Deduction/Contribution

Employee Garnishments

Garnishments, such as child support and tax levies, apply to specific employees. To set up a garnishment,
select the employee here.

Add Garnishment for: | (Choose one) v

Bank Accounts

® Change the company bank account related to payroll

® Change employees bank account related to direct deposit

Taxes

Most of the tax information will not change from initial set up. But here is where you can update the

state unemployment rates when they change.
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Business information

@® Change contact information

@® Add or edit work locations, (they can be assigned to an employee on the Employment tab in the
Employee setup)

Preferences

@® Accounting - QuickBooks assigns default accounts to the payroll items. This preference allows
you to review and/or change mappings, (see Step-by-Step below).

@® Paycheck printing - Allows you to choose whether to print paychecks on QuickBooks
compatible checks or just paystubs, (the paystub choice assumes you will be handwriting the
checks

® Forms printing - Asks about printing W-2s on plain paper versus pre-printed forms

@® Emails - Choose which reminder emails you want to receive

® Reports - Choose which reports should be added to the Manage Payroll category of reports
Overview

® When you click on Employees, it takes you directly to the Employee center

® Time sheets - if time tracking is being done in QuickBooks, there is a choice here to use that
time to create paychecks.
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Step-by-Step: Change Account Mappings

As mentioned earlier, QuickBooks assigns default accounts to the payroll items. Many accountants
prefer to have the wages for different types of employees coded to separate expense accounts. You
can choose to assign a different account for groups of employees or for different wages.

1. Access the Payroll Settings from the gear icon.
2. Click on Accounting under Preferences.
3. Choose how you want to categorize wage expenses:
® Choose to have all employees’ wages to in the same account

® By different groups of employees - QuickBooks will prompt you to assign an expense
account to each employee

® By type of wages - QuickBooks will create expense accounts for each type of wage but you
can always choose another account from the drop-down

4. Choose how to categorize employer tax expenses:
® Map a different account to each type of tax by different groups of employees
® Map a different account to different groups of taxes

5. Map liability accounts.
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Checking Account* - 5
Bank Account na [Checking ]
Wage Expense How do you categorze wage sxpenses?

Accounts

O All employess” wages go in the sams accounts
© | use different accounts for defferent groups of employees
® | yse different accounts for diferent wages

Salary* {Payroll Expenses:Wages-Salary |
Regular Pay* [Payroﬂ Expenses\\ages Reguisr Pay ]
Hourly 2* [Payroll Expenses:ages-Hourly 2 |
Overtime Pay* {Payroll Expenses:\Wages-Overtime |
Double Overtime Pay* {Payroll Expenses:Wages:Double Overtif
Holiday Pay* [Payroﬂ Expenses\\ages Holiday Pay ]
Bonus* [Payroﬂ Expenses:\ages:Bonus ]
Commission® {Payrofl Expenses:Wages-Commission |

Tax Expense Accounts  How do you categorze employer tax expenses?”
® Employer taxes for all employees go in the same account

Tax Account* [Payroil Expenses:Taxes |

© | use different accounts for different groups of employess
© | use different accounts for deferent groups of taxes

Tax Liability Accounts 3
ax Liability Federal Taxes (841/944) [Payroll Liabiities:Feders! Taxes (241/04

Federal Unemployment (340)* [Payroil Liabiities:Feders! Unemploymer|
CAPIT/ SO [Payrotl Liabiities:CA PIT / SDI -
CA su1 / ETT* [Payrotl Liabiities:CA SUI / ETT | 7
CT Income Tax* [Payroll Liabiities:CT Income Tax |
CT Unemployment Tax* [Payroill Liabiities:CT Unemployment Tax

If you change the mappings, when you finish, QuickBooks will ask you for the effective date of the
changes.

Want to update existing transactions, too?

You just set preferences for future transactions. We can also make the same changes to
past fransactions (well change all accounts except the one in the Bank Account section). E
Starting Date: Update
Important: If you use the Closing the Books feature, set your Starting Date to a more recent

date than your Closing date.
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Running Payroll

Based on the payroll settings, you will get email reminders regarding payroll. If you are an
accountant user, you will also see alerts in QuickBooks Online Accountant related to running payroll,
paying taxes or filing forms.

Step-by-Step: Run a Payroll

1. Click the Employees tab in the left navigation pane.

2. Click the Run Payroll button. You may be asked to choose a payroll schedule. Only employees
assigned to the chosen payroll schedule will show up. If your client has a lot of employees, you
can use the gear icon to switch to compact view to increase the number of employees visible.

3. Verify the dates and bank account.

4. Enter the employee hours and other earnings items such as commission or bonus, then select
Preview payroll.

5. If the payroll looks correct, click Submit payroll.

If you need to edit a check, click the pencil icon at the far right to reopen the paycheck
screen. You can print your paychecks or paystubs on the next screen. When you're done,

click Finish Payroll.

If you are using timesheets in a QuickBooks Online Plus subscription, the timesheet data
entered will populate the hours displayed in the Preview payroll screen provided you selected that
option in Payroll Settings.

Next you will have the option to print paychecks and paystubs. Or you can have employees set up to
automatically receive email notification to view their paystubs securely at paychecks.intuit.com.
Direct deposit paychecks must be submitted at least two business days prior to the paycheck
date.

NOTE: The payroll mobile app allows clients to run payroll on their phone or tablet. Download the
Intuit Online Payroll mobile app from the Apple or Android app store.
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Taxes and Forms

The client (or accountant) is responsible for making all required tax deposits when using QuickBooks
Online Payroll. The client (or accountant) must review and submit payroll tax returns that are
prepared in payroll and is responsible for filing the returns on time.

Both payroll taxes and payroll forms are accessed from the Payroll Tax tab of the Taxes Center,
accessed from the left hand navigation bar.

Dashboard Galws Tax Payroll Tax

Payroll Tax Center

Expanavs Taxes Forms
=y -]
feports
TAX TYPE OUE DATR Aorusd Eonire
E e WALonY e
Accaurring CT come B at ; Forr anvd yOur wmg i )
Feden T P41/9aL) 70N T L
CASU/ETT 1501
Approve Payment -
CA PIT/ SDI $56.94
Lubity Fercd Dus Date
CRAN2017 10 G301 04707
Bank Accoust Paymest Dute
tebayy v  Bsionce $123.590.14 . 201
hesinga AMOUNT
A State Dhsabelty hox P
$56.94

Check Number [uptional|

Notes (optonsd)

The nest step m fo sater the payment date. Once you chck Rocord sod pm, Queckfiooks Onine Fagroll provides specfic smstructon about hosw 30 pay ths tax

Canced (lwbwty
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L

2! Step-by-Step: Delete a Tax Payment

If you need to delete a tax payment, you must do the following:
1. Click the Payroll Tax tab in the Taxes Center.

2. Click View tax payments you have made.

3. Select the payment you want to delete.

4. Click Delete.

NOTE: You may have to look at the drop down on the View and Print Form button to find Delete

Saiee Tax Payrodl Tax
¢ Baor
| Delete \
Lability Period Payrmwnt Date
0302017 1o Q3T 2017 0L/172017
Pay to Vendar
A EDD
TAX ITEM AMOUNT
CA S0 Dyvsabaty Ins £3589
$56.94
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For businesses using QuickBooks Online Payroll or QuickBooks Full Service Payroll, payroll reports
can be found in the Report Center in the Manage Payroll category. Here are three common payroll

reports.

@® Payroll Summary report - Displays information about a single payroll or date range. To change
the dates click Date Range. You can choose from many options such as last month, this week or
by tax filing quarter. You can also filter by employees or work location. To share, print or export
your report to Microsoft Excel®, click the Share button.

Payroll Summary Report

Date Range Employce Work Location:

CHECK NS NET TOTAL TAXES TOTAL | yorad pay EMROYER EMPMLOYER TOTAL  CHECK
DATE AMOUNT HOURS WITHHELD DEDUCTIONS TAXES CONTRIBUTIONS cosT e

o7 Maen 164,61 40 00 $115.39 $0.0X $430 00 $45 28 $0.00 $545 28

oot Eazabeth N " v 5 0 50 O A5 28 _ 545 28

01072017 Misee Dan 1 $1.597.05 0 00 $402 95 $000  $2,00000 $272.00 000 $22720%

031N 7 E“'mm: Mark $786.13 $0.00 $136.95 $0.0¢ $52308 $102 92 $000  $1.026.00

03/10/2017  Schmesder $2533.16 80,00 $1,312.99 5000  $3,84415 $522.08 $000  $4249.22

‘.lrc’;q} 1
Totals $5,280.95 280,00 $1,96828 $0.00 £7.249.23 $963.28 $000 $82125t

Module 2: Maximize QuickBooks Online

132



Supplemental Guide Topic 2: Tools & Features

@® Payroll Details report - Shows a breakdown of both the employee and employer share of taxes
as well as any deductions from the employee’s gross wages. You can change the date range and
filter by employees and work locations here too.

Payroll Details Report Shars v
Date Range Employes Work Location
PAY [ AMT  DEDUCTIONS ANT | SNPROVEE-FD Asac. | SOMPANYAD AMT
Regular 40.00 $4580.00 Fit $4080 FUTA $2488
55 $2976 S5 $29.76
Mason, Elizabeth N. Mt $496 Med $6.96
Nt $364.61
0an2017
0226017 ~ Sk
031117 CAPIT S000  CAETT $0.48
CASDI $432 CASW $£25.20
CrAt £33 5%
Sal 80.00 $2.000.00 I 19007 FUIA $12.00
55 $12400 55 512400
Mllec.OanT. Mes $2900  Med $29.00
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@® Payroll Tax Liability report - Shows the amount of taxes withheld, paid and owed to each taxing
authority. You can filter this report by Date Range and Work Location. Note that this is a static
report. You cannot QuickZoom back to the actual tax payment shown in the Tax Paid column.

Tax Liability Report Shaw -
Date Range Work Location;

TAX AMOUNT TAX PAID TAX OWED

CAPIT/SOM $56.94 $0.00 $56.94
CAIncome Tan $0.00 $0.00 $0.00

CA State Ovsabality Ins 35694 $0.00 $56.94
CASUL/ETT $338.45 $0.00 $izmas
CAETT $631 $0.00 $6.33
CASUIL Employer $33212 $0.00 $13212

CT Income Tax $315.01 $0.00 $115.01

Familiarize yourself with the other payroll reports available.
® Payroll Tax Payments

® Payroll Tax and Wage Summary

@® Total Payroll Cost

® Paycheck Lists

@® Total Pay

® And more.....
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Use QUICKBOOKS ONLINE TO PREPARE FORMS 1099

The QuickBooks Online Plus subscription level is the only subscription level of QuickBooks Online
that allows you to create and print or efile (for an additional fee) forms 1099-Misc from within the
program. First we'll discuss the steps needed to set up a QuickBooks Online Plus subscription level
company to create 1099s. Then we will discuss strategies to compile information in-the Essentials
subscription level, using the vendor notes field and customized reports, so you can prepare the
forms manually or use another software or service. The features to compile data needed to complete
1099s are not currently available in Simple Start. However, one option would be to export your
QuickBooks Online Simple Start data to QuickBooks Desktop and prepare 1099s or generate the
reports you need from there.

=  IMPORTANT! Make sure you review the IRS rules about who should receive forms 1099-MISC; you can
find up-to-date rules and filing information at https://www.irs.gov/uac/About-Form-1099MISC.

@ Step-by-Step: Prepare Forms 1099s with QuickBooks Online Plus

1. To access the 1099 Wizard in QuickBooks, open the Vendor Center and click Prepare 1099s.
Click Let’'s get started.

Xpenses Vendors

Vendors

10 PURGHASE ORDERS 1 OVERIAE
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the right to open the Edit screen. Click Next.
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2. Review your company details. If you need to change any information, click on the pencil icon to

Catipany

Review your company details

TIP: The legal name that appears on the entity’s tax form is in line 1 of the legal address

field. This may be an individual’s name if they file a Schedule C.

Assign your vendor payments to 1099 categories.

Tip! The most common 1099 category for small businesses is Box 7: Nonemployee compensation.
Mot sure which categories to choose?

Multiple Accounts ... - 54200 Equipment Rental, 63900 Rent

D Box 4: Federal Tax Withheld

Box 5: Fishing Boat Proceeds

Box 6: Medical Payments

O
Box 7: Nonemployee Compensation

60130 Repairs and Maintenance, 54500 Subcontractors, 63600 Professional Fees, 63610
Multiple Accounts ... v Accounting, 63620 Legal Fees, 64200 Repairs, 64210 Building Repairs, 64220 Computer

Repairs, 64230 Equipment Repairs

m Box 8: Substitute Payments

Check the box next to each category then select the appropriate expense accounts used in the
vendor transactions for that 1099 category (e.g., Box 1: Rents would choose Rent Expense).You

can assigh multiple accounts to the same box number. Notice when you choose multiple
accounts, QuickBooks list the accounts chosen on the right.
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4. Confirm your 1099 vendors.

Select vendors eligible for 1099s

Maka sure your vendors’ details are correct, To see vendors that meat tha 1099 threshold for this year, click Next.
| Select 1099 vendors |
VENDOR NAME ADDRESS TAX ID ACTION
Larson Flooring ::::’h‘:::“"cz ::3 i 987654321 Edit
Middiefield Drywall :‘:’“;:"‘;:‘: CA 94482 333333334 Edit
Sloan Rooking :f:“i:‘:::; 4326 23-4567891 Edit
Washuta & Son Painting :.0"‘:::73 ka2 @B-7454321 Edit
Wheeler's Tite Etc. :::‘ﬂffx::;‘?:‘ 99-8877665 Edit
el R —
e i -
X

When you select or clear a checkbox, you update the Track payments for

1099 setting in the vendor's profile.

| Filter by name

|

VENDOR

Ms. Angela Cheung
A Cheung Limited

&)

Mr. Bruce Anderson
Bruce's Office Machines

Mr Butch Brown
Custom Kitchens of Bayshore

& O

Carrick Underdown
C. U. Electric

(4]

Chas Keswick
Keswick Insulation

(<]

Mr Chris Holly
Holly Heating and Electric

Daniel Appodaca
Timberloft Lumber

0O

Mrs. Dianne Bradley
Dianne's Auto Shop

Save
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Incomplete information will be displayed in red; you can easily click on the vendor line to edit the
vendor information.

Confirm your 1099 vendors
Make sure your vendors' detalls are comrect, To ses vendors that meet the 1099 threshold for this year, click Next,

Salact 1099 vendors

VENDOR NAME ADDRESS TAX ID ACTION
M Buteh Brown Q21 5, Industrial Waey Suite 101 ¥ A

i ) < ey Tax 1D missing Edit
Custom Kitchers of Bayshore Bayrhore CA 94326 -

27080 County Rd

Larsen Flooting Bayshore CA 94326 QB 76343 Edit
PO.Box 76
Middlefield Drywall M fiald CA 94482 333-33-3334 Edit

R.O. Box 2431
5 § 23.4547891 it
SowRanfieg Bayshore CA 94326 . Ed

5. Once your vendor information is complete, click Next.

Prapare 1099

Compay
¢ Review 1099 vendors and payments
Cradde T CHEGONES N PRTTRTIN TR0 15 yous 1090 Wi 10 e Sected s pea 1 vendor
oo 0N Py $7.675.00
O 8
Y * 2% 1003 cottorn st et Pyearoidd Mt it Gt &
vEREOs oy TOTA ENLLEED Rl PATVENTY
W Al Basck = -
T 67500 767500 -3).088 3¢ 83
e Baech Accounting $T 675 8 TE T $-00.088 18 $2¢ 023 18
L
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6. Review 1099 vendors and payments. Every column is a hyperlink that will take you to the
underlying information. If you click on the name, it brings up the vendor record. If you click on
any dollar amount, it will bring you to a Transaction Detail report which gives you a listing of the
transactions that make up that total. Notice also that there may be excluded amounts.

Review 1099 vendors and payments

Double-check the categodes and payments mads to your 109
Need 10 odd or edit payments?
v 2016 1099 vendors that meet thieshold
VENDOR BOX 1
Oen Yu

Vu Contracting

Mr. Bruce Anderson
Bruce’s Office Machines

Middlefield Dryws?

¥ vendors for the selected

$23 92500

$1,000.00

$1.50000

TAX yoar

3 vendors

$49,225.00

Print Information Sheet

TOTAL

s23 %2000

$1,800.00

$1,500.00

EXCLUDED ALL PAYMIENTS
$12,225.00 $63.250.00
$5,800.00
$3.500.00

130f3

7. Click on the excluded amount and review the excluded transactions. These transactions are

excluded because they are paid by credit card or debit card. Look at the list following this
discussion of the codes for debit card transactions that will trigger a transaction to be excluded

from 1099-Misc.

Excluded Payments by Vendor @

Veodor: ) Convacsng -

Date Acccount Name Spiat

Ey

Memo Amount

1732500
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9. Click Print Information Sheet to print a summary of your 1099 (and 1096) info for your records
(you can print to PDF if you are paperless). This is the only place you can print a 1099 report. You
will not find it in the Reports Center.

1099 Information
Tax Year 2016

Payer Information:

Caste Consfuction, Inc.
4696 Main Syeet
Trumbull, CT 06811 US
65055541234
081234567

Company Name:
Company Address:

i Number:
Payer Information:

1099 vendors that meet threshald
Name: Oon Vu
Vu Cantacting
9 Chaton Dnve
Trumball, CT 06611
01-492039¢

Middiefield Drywall
PO. Box 78
Middlefieid, CA 94482
333.33.3334

Mr. Bruce Anderson
Bruce’s Ofice Machines
P.0. Box 23882
Millbrae, CA 94030
388.00-0999

Box 1 Box 7

4592500

Address:

i Number:
Name:
Address:

1,500.00

i Number:
Name: 1.800.00
Adcress:

i Number:

Summary for 1096:

Total number of forms: 3
Total amount reporied: 4922500

Friday, Age 07, 2017 OT:12:25 AM GMT-T

Once you have prepared your data, you can either use the 1099 E-file service (for an additional fee),
or print and mail forms using pre-printed forms you can purchase from Intuit or office supply stores.
If you choose to print your forms, you should align your forms in your printer before you attempt to

print the actual forms for filing.

Great! You're done preparing
your 1099s. Ready to file?

Use the Intuit 1099 £-Fle Service (Tee nically fila 10995 with

emall a PDF copy of the

s apply ta slectr

the agency. Than you can eithes print and mall, ¢

V10 your vendo

Go o 1099 E-dile Sorvvicw

Frefer to print and mall your foems 1o the agency? No problem. Oeder your peeprinted 1099 kit and we |l help you

align, test. and print the forms for malling

Primt and mall forms
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NOTE: When recording expense transactions (or check transactions where you are not physically
writing a check), you will need to be careful how you fill in the reference/check number field. Only
expenses paid by cash or check should be included on your forms 1099. Payments you made via
credit card, debit card or third party system, such as PayPal, should include any one of the following
words/abbreviations in the Ref no. / Check no. field to be excluded.

Debit Debitcar Dbt Dbt card Dcard
Debit cd Visa Masterc Mb Mcard
Chase Discover Diners Paypal

This will make QuickBooks online consider it a debit (or credit card) transaction and exclude it from
the 1099-Misc form. If you don‘t want the payment to be excluded from 1099s, use “EFT” in the Ref
no. / Check no. field and the payment will be included in the 1099-Misc form. Any payments made
using a credit card type of account will be excluded.

NOTE: This does not constitute tax advice. Consult your tax professional if you have any questions
about issuing Forms 1099-Misc.

Compile Data for 1099 Preparation in Essentials

As previously mentioned, the 1099 Wizard is included only in QuickBooks Online Plus subscriptions.
If your client is using Essentials, you will need to prepare forms 1099 another way. There is at least
one app available on Apps.com that can create 1099s from your QuickBooks Online Plus data or
Excel spreadsheets.

You can create reports in Essentials that provide you with the information needed for forms 1099,
but you will need to complete some steps first in order to create these reports. This method is fine if
you only have a few 1099s to prepare. If you have many, it is recommended you upgrade the
company to a Plus subscription.

(\

TIP: This method will not work for Simple Start companies because the reports necessary are

not available in that subscription level.
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Vendor Setup

When you create your vendors, make sure you include the information contained on the W-9 you
receive from them, including legal name and address as it appears on their tax form. If the vendor
must receive a 1099, in the Notes field, enter the text 1099 Vendor. Keep in mind that you will not be
able to use the Notes field for any other purpose.

(\

TIP: Do not use the Account no. field to store the vendor’s TIN because this field will print on

the vendor checks.

Title  First name Middle name Last name Suffix Email -
Ms. Angels Cheung AC@CheungLimited.com
Company Phone Mobile Fax
A Cheung Limited 510 5555723 5105555733
* Display name as Other Website
A Cheung Limited v
Print on check asLse display name Billing rate (/hr) Terms
A Cheung Limited v
Address map Opening balance as of
3818 Bear Rd. West 04/07/2017
Account no.
Berkeley CA
Q4688
MNotes
1092 Vendor
@J Attachments Maximum size: 25MB -
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2! Step-by-Step: Create a Customized Vendor Contact Report
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1. From the Report Center, run a Vendor Contact List report by selecting All Reports > Review
Expenses and Purchases - Vendor Contact List.

2. Click Customize - Rows/Columns.

3. Add Note to the Selected Columns list.

w Rows/Columns
Group by
None v
Select and reorder columns Reset
oE Vendor
oF Phone Numbers
oF Email
oE Full Name
aE Address
HH Account #
HH Note
4. Change the header to 1099 Vendor List. Run Report.
5. Sort by Note from the top of the report
6. Save Customizations.
v 3 28L&
Castle Construction
1099 VENDOR LIST
VENDOR FIONE NUMBERS AL TULL NAME ADORESS ACCOUNT & NOTE
A Chawng Lim#ted Phooe 51 3 Fux: 51 ACRCheunglimited.com Ms. Angela Cheung 3018 Bonr Rd. Wost Berkuley 1069 Vendar
Gallion Masonry Phone: 415-555-2436 WMy, Garry Gallon 189 Old Bayshore Rd Baypho. R 554 1069 Venaor
Lay Redderly Linsay Redderly 23348 Midlavd Trumb S CT D 1099 Vendar
C.U. Elmetric « 4. cu-mmrviceSeamginnams.=. Carick Underdown PO Box 2816 Bayshare CA Q.. 102301 1099 vendac
Lew Flurding Glenn L Lew 21 Oid Bayshore i Bapho 1099 vendor
ATM Withdrawed
Bad Chack Charges
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This gives you a list of your 1099 vendors with your 1099 vendors listed at top. You cannot filter this
report by Note.

9.

Step-by-Step: Customize a Transaction Detail by Account Report

From the Report Center, run a Transaction Detail by Account Report by clicking All Reports =
Accountant Reports = Transaction Detail by Account. - Customize.

Set the dates for the appropriate reporting period (typically last year).
Select Cash Basis as Accounting Method.
Rows/Columns - Group by Vendor.

Change Columns - select the following columns: Date, transaction type, number, name,
memo/description, account, amount.

Click the arrow next to Filter.

Transaction Type - Select Multiple then choose check and bill payment(don'tinclude any
payments made by credit card).

Distribution Account - Select Multiple and choose the accounts that collect transactions that
must be reported for 1099 purposes, e.d., Sub-contractors, Professional Fees, Repairs &
Maintenance, etc.

Change Header to 1099 Transaction Detail Report.

10. Save Customizations.

Once you have created these two reports, you can use the information to prepare your forms 1099
with preprinted forms provided by the IRS or a specialized software program.

o

Add the report URL to your bookmark bar in Chrome so you can run these customized
reports from any QuickBooks Online Essentials company — though their Chart of Accounts

might be different so you may have to remap the accounts.
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Guide Conclusion

You have just completed Module 2: Maximize QuickBooks Online. This Supplemental Guide, in
tandem with its recorded module, has been provided to help prepare you for the QuickBooks
Online Advanced Certification Exam. Continue on to the remaining modules and their related
guides then proceed to the certification exam.

By completing this module, you should be able to:

® Identify the various categories available in QuickBooks Online

@® Recognize the differences between class, location and job tracking and when to apply each
® Identify methods to utilize budgets

@® Determine the steps to set up and track quantity on hand for inventory products

® Identify job costing functionality for billable charges

@® Determine the steps to utilize advanced features: sales tax, multicurrency, payroll and the
preparation and reporting for forms 1099-Misc

Module 2: Maximize QuickBooks Online 145



