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About the Author

www.satterleyconsulting.com

Q Satterley

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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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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MB Raimondi, CPA.CITP

mb@mbraimondicpa.com
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‘ 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.

Module 3: Special Transactions 4


mailto:mb@mbraimondicpa.com
https://www.facebook.com/MBRaimondiCPA/

Supplemental Guide About the Team

Laura Redmond

Redmond Accounting Inc.
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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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Supplemental Guide Overview

PURPOSE OF THIS GUIDE

The basic certification program outlined entering transactions in the normal course of business. In
this advanced module, we will cover special transactions that may be helpful for some clients. Each
of the workflows presented in this guide is intended to help you understand how to utilize special
transactions in QuickBooks Online.

Product Update Notification!

QuickBooks Online and QuickBooks Online Accountant are constantly being improved:

@® Whenyou log in to gbo.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:
® nhttps://www.firmofthefuture.com/product-industry-news/product-updates//
® nhttp://quickbooks.intuit.com/blog

GOOGLE CHROME

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

LEARNING OBJECTIVES

@® Determine when to utilize special transactions

@® Recognize the steps to create special transactions
@® Determine when to utilize complex workflows

@® Recognize the steps to create complex workflows
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TRAINING AT A GLANCE

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

TOPIC STEP-BY-STEP WORKFLOWS LEARNING OBJECTIVES
SPECIAL e Sales Summaries ° Determi_ne when to utilize special
. transactions
TRANSACTIONS ©® Outside Payroll .
® Recognize the steps to create
® Zero-dollar Checks : .
special transactions

e Writing off Invoices

® Negative Deposit
COMPLEX Bounced Checks e Determine when to utilize complex

. workflows

WORKELOWS Barter Transactions

® Recognize the steps to create

Allocating Overhead
complex workflows

Tracking Commissions

Tracking Retainers and
Prepayments

® Tracking Prepaid Multiple
Session Sales Bar
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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.
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Topic 1: Special Transactions

SALES SUMMARIES

Situation

QuickBooks is designed to record sales using an invoice or sales receipt for each customer.
However, there may be situations where itisn't practical or desirable to enter individual sales
transactions for each customer.

You can use sales summary transactions for clients who need to record a summary of sales (daily,
weekly or monthly) from another source like a cash register, an app or shopping cart that doesn't
offer integration into QuickBooks. This is useful for clients like restaurants, retailers, ecommerce
merchants, medical service providers and many other industries. Any time sales are recorded in a
third party program, you may want to use a sales summary.

The details for sales (and sometimes inventory) are already tracked using the third party system, so it
is usually not necessary to capture these details in QuickBooks too. By using a sales summary
transaction, you record only the information necessary to generate accurate financial reports and
manage sales tax. For example, many restaurant POS systems track different categories of sales and
provide detailed reports that give the client useful management information. It is not efficient to
have the client enter the same detail information into QuickBooks. Additionally, restaurants or other
food service companies do not usually track perpetual inventory and use a periodic inventory system
(i.e., no need to track inventory details).

Module 3: Special Transactions 9
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Setup

The daily sales summary is a zero sales receipt which records your income and funds collected on
one form - like a register z-tape. The sales amounts are recorded as positive numbers using service
items mapped to income accounts and the funds collected are recorded using service items
recorded as negative entries and mapped to the Undeposited Funds or bank asset accounts. When
you record the sales receipt transactions, the appropriate revenue accounts are increased (credit)
and the Undeposited Funds or bank accounts are increased (debit). Other service items are often
used to record things like cash payouts, gift certificates sold or redeemed and other adjustments
such as cash over/short.

Items for Sales

The first step is to set up the service type items that will be used for the sales amounts on the sales
summary, then set up the accounts and service items that will be used to capture the sales totals. A
separate service item must be created for each account you want displayed on the Profit & Loss.
Many businesses create only two service items (Sales - Taxable and Sales - Non-Taxable). Since the
sales detail is maintained in the POS system, it is usually not necessary to capture every sales
category in QuickBooks.

Set up other items based on the client’s workflow, such as certificates or pre-payments (coded to a
liability account), cash/over short (coded to an expense account) or paid outs.

Name* Mame®

i taxable
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Items for Payment Methods

Find out the payment methods accepted by the client and how they are deposited to the bank (daily
deposits, every few days, etc.), to determine the service items to set up and the appropriate account
mapping. For example, if cash and checks from multiple days are deposited together, use
Undeposited Funds as the income account for the items. Undeposited Funds will be increased each
time the items are used on a sales summary transaction and will be decreased when they are
selected to be included on a deposit transaction.

Here are a few examples of the service items you need to set up:

® Cash/checks

® Visa

® MasterCard

® American Express

@® Gift cards (may require additional setup of gift card liability accounts)

Category

Sales prico/rate Income account

s taxable

Save snd cdose
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NOTE: Some ProAdvisors use a clearing account, such as Cash on Hand, as the income account for all
payment items. With this method, all deposits are coded to the Cash on Hand account either
manually or from the bank feed. The idea is that the debits and credits will zero the clearing account,
but it's a best practice to reconcile frequently to identify deposits that may have been received from
other sources (such as proceeds from a loan or capital contributions).

Other Items

Set up other items based on the client's workflow, such as gift certificates or pre-payments (coded to
a liability account), cash/over short (coded to an expense account) or paid outs.

Froduc

0 Service o

Nama®

SKU

Category

Is taxable

TIP: Set up a bank type account called Sales Summary Register to use as the Deposit to
account on the sales receipt. This will create a bank register that lists all the sales summary
transactions in QuickBooks. This is also a good way to identify errors as the balance of the

account should always be zero.
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Enter the Sales Receipt

Create an unscheduled Recurring Sales Receipt to record each day’s sales. The customer name may
be Daily Sales, Monthly Sales or whatever makes sense for the client. You may even want to set up a
customer for each day the business is open (Monday, Tuesday, etc.). This would give you an extra
level of reporting that could be useful to your client.

Next you enter the sales items you are tracking/entering from your z-tape or other third party
reports. These sales values will be entered as positive values on the sales receipts.

Your payment method items will be listed next, but they will be recorded as negative values.
Because these payment items are mapped to bank or asset type accounts, entering them as a
negative on the sales receipt debits (increases) those accounts. You may need to add an item for
cash over/short if you use the sales receipt to balance the cash register.

The sales receipt should equal zero once completed, as the total amount of sales and tax collected
should equal the funds collected plus cash over/short.

Sales Tax

Use the Sales Tax Center to track sales tax owed, or you may want to consider setting up service
items to record sales tax if tax is collected for multiple agencies or is very complicated. If you use
service items to track sales tax, enter the amounts as a positive amount on the Sales Receipt.

Daily Sales Summary -

Recording

(5 Sales Recoipt #1578 ® X

oot = Cl— lterr} marked taxable
P8 i .
PR i g O Ty . 41 Will calculate sales
Sokes = Nomtamble 519000 S — >~ — tax
Total Sake $351.00 - —— -
h«h‘\?n;\ $ 108 /' -
Grand Torsl 538555 /9' . .
Payment Detad rormer =
P PR / /
Check $ 040 ; X -
vl $3%000 —_— " Balance
ANEX 40 - — .
Gt Card Redeer $100.00 == . dues/b
o Zero
Total Colected 538555 5 ‘ /
@ guiickbooks

You can watch the recording for this module to see a demonstration of the setup and recording of a
sales summary transaction.
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OUTSIDE PAYROLL

Situation

Some clients may not want to use the integrated QuickBooks payroll services available in
QuickBooks Online. They may be concerned that users will be able to view sensitive payroll
information or there may be some other business reason that itisn't a good fit. This creates the need
to manually record payroll into the books.

Create a journal entry for each payroll period to record the expenses, liabilities and deductions from
the bank account.

Setup

Payroll Expense Accounts

You must have the proper expense accounts set up for payroll processing fees, wages and
expenses. The breakdown of these accounts will depend on the detail your client would like to see
on their Profit & Loss reports. For example, you could have something as simple as a single Salaries
& Wages account used for all types of wages paid, or you can use multiple accounts to track
different kinds of labor, such as direct labor, marketing or administrative salaries.

Similarly, payroll tax expenses can be captured in a single account or multiple accounts. Many
companies use sub-accounts to break out payroll taxes by type, this can make it easy to reconcile
payroll tax returns to the account balances.

Other accounts may also be needed for contributions or deductions like health insurance, 401K
plans, child support and garnishments.
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Chart of Accounts Reconcile

=g ey =

LAMSIass

Payroll Expenses Expenses
FUTA Expense Expenses
Gross Wages Expenses
Payroll Taxes Expenses
SUTA Expense Expenses
Taxes Expenses
Wages Expenses
Regular Pay Expenses
Salary Expenses
Postage Expenses

Printing and Reproduction Expenses

Payroll Liability Accounts

Topic 1: Special Transactions

Usually there is no need for payroll liability accounts. Most payroll companies impound payroll taxes,
meaning the funds are included in the amount deducted from the bank account each pay period, so

there is no accruing liability on the books of the company.

However, if the client pays the payroll taxes directly to the agency, then you would need to set up
payroll tax liability accounts to correspond with the payroll taxes related to the company. In this
situation, your journal entry would include extra lines to post amounts to the liability accounts with

each payroll.

Module 3: Special Transactions
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Chart of Accounts Reconcile

Payroll Liabilities Other Current Liabilit. ..
AEIC Payable Other Current Liabilit...
CAPIT/ 5D Other Current Liabilit...
CASUI/ETT Other Current Liabilit...
CT Income Tax Other Current Liabilit...
CT Unemployment Tax Other Current Liabilit...
Direct Deposit Lisbilities Other Current Liabilit. ..
Emp. Heslth Ins Payable Other Current Liabilit...
Federal Taxes (941/244) Other Current Liabilit...
Federal Unemployment (240) Other Current Liabilit...
Federal Withholding Other Current Liabilit. ..
CI A Davamb=la Miehme Miirrm e I imbailie

Other Considerations

You should also consider if there is a need to allocate payroll by class, location or customer as this
will be a factor in training your client to record the journal going forward.

Recording

Once the proper accounts have been set up, design a journal entry and mark it as recurring for
simple entry.

Step-by-Step: Set up a Recurring Payroll Journal Entry

The client uses a third party payroll company to process their bi-weekly payroll. The wages and taxes
are impounded each pay period and remitted by the payroll company. The employees participate in
a 401K plan and have amounts deducted from their paychecks. These amounts are remitted to the
brokerage by the client.
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Below is a payroll report provided from the outside payroll service that will be used to enter the
information into the recurring template.

For this example, we will use one account for Salaries & Wages and one account for Payroll Tax
Expense. You will also need to set up a liability account for the 401K payable and a Payroll Service
Fee expense account.

Payroll Register

Employee Gross Wages| 401K WH Medicare SWT
Michello Long $800 00! 2 " 60 45 00|
Laura Redmond $200.00 11.60 4500
MB Ramond $800 00 1160 45 00,
Heather Satteriey £200 00 11 60 4600
Total Payroll $3.200.00 $46.40| $180.00
Employer Taxes
Socad Secunty 198 40
Medcare 45 40
[Total Employer Taxes 24480
Payroll Service Fees 4250 Checking account ool 234
Taxes
Employes Witthaldng &5 850
Employer Taxes 244 80
Total Deducted for Tax Obligations 123480 Checking account xxoooo1234
[Totsl Direct Deposit 1619.40 Checking account oo 1234
Total Negotiabie Checks 48480 (heck 1234 Checking acount xooonx1234
Total Cash Requirsment 3391.30

1. Setup accounts as needed to record the payroll expenses and payments: gear - Chart of
Account - New Account.

2. Quick Create - Journal Entry. Adjust the journal entry as needed to match the bank account
activity. If individual checks come out of the bank account, then you need to enter the credit for
each net check instead of a total amount withdrawn from the bank account. There is no need to
enter all the paycheck details (the payroll service has the details) just enter the net check amount.

3. Click Save.
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(v} Journal Entry #2 ® X

s Adyusting Jourmal Entry?

Makeo recurming

You can watch the recording for this module to see a demonstration of the setup and recording of
this outside payroll journal entry.

NOTE: You can set this up as a recurring transaction and receive automated reminders, then train the
client to fill in the journal entry with the appropriate amounts from the payroll journals.

ZERO DOLLAR EXPENSE

There are some things you cannot adjust using a journal entry, such as items or billable expenses. In
these situations, use a zero-dollar expense transaction (the expense transaction amount is zero),
which allows you to make the adjustment because you can enter items on a check and make things
billable too.

There isn't anything special to set up to enter a zero-dollar expense. The debit part of the entry
should be entered on the check as usual for an account or item. The credit part of the entry (to offset
so the expense totals zero) should be entered as a negative amount to an account or item.
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() Expense 2 0 X

o $0.00

v Account details

Add brws

v ltem details

Canvenl (S Make rocurving Surve Swmatinew v

Tip: You can set up a Clearing Account (bank type) for these types of transactions so they
don't clutter the bank register and show in the Bank Reconciliation screen of the regular

bank accounts.

WRITE OFF INVOICES

Situation

Periodically you will need to write off bad debts that are uncollectible and remove them from
accounts receivable. There is a Write Off Invoices tool in QuickBooks Online Accountant. However,
you must use caution when using this tool.

The write-off tool uses a discount item to write off the open invoice and applies the discount to the
invoice as of the original date of the invoice. This may cause prior period balances to change thus
changing prior period retained earnings. This tool should only be used to write off invoices in the
current period to avoid this situation.

While there are different methods to write off an invoice, if there is sales tax on the invoice, it is
important to adjust the sales tax liability account as well. If that's the case, the following method is
recommended.
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= 1 Castle Construction Company v

Write Off Invoices
Select invoices to write oft
Set cntena for involces to consider for batch write-off

Ne - Te Date 12052016 = Salance Due lexs thar ReAzsh

Date Age Num Name Cniginal Amount Baiance Due
0132015 185 on Lamb. Brad Room Additon na218 @

Total Selectad 0.00

Use the Write Off Invoices tool to identify invoices that should be
written off.

But don't use the tool to write off invoices dated in a prior period or
that charged sales tax.

Step-by-Step: Write Off Invoices Dated in a Prior Period or that Charged
Sales Tax

1. Identify invoices to be written off. The Write Off Invoices tool can help you prepare this list as it
allows you to filter invoices based on age and amount.

2. Set up a service item called Bad Debt posted to the Bad Debt expense account (or a contra
income account since it is not deductible on cash basis). If you have both taxable and non-
taxable items, you should set up two service items: Bad Debt - Taxable and Bad Debt - Non
Taxable.

3. In Company Settings - Advanced > Automation, turn off Automatically Apply Credits to
ensure the credit is applied to the invoice to be written off.

4. Enter a Credit Memo using the Bad Debt items and enter the amounts for taxable and non-
taxable as appropriate. This will adjust the sales tax liability account for the write off.

5. Open Receive Payments, select the customer and click to apply the credit memo entered to the
invoice to be written off.
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NEGATIVE DEPOSIT

Situation

If your client uses a third party merchant service provider instead of QuickBooks Payments, you may
have a situation where total refunds for the day exceed the total payments. This will result in a
withdrawal from the bank account instead of deposit. If you are using QuickBooks Payments, this
issue is resolved automatically for you by QuickBooks, but if you or your client is using another
merchant service provider, you'll need to resolve it another way.

In this case, you have payments in the Undeposited Funds account that need to be credited and you
need to record the deduction from your bank account. QuickBooks won't allow you to create a
negative deposit!

Solution

There is no setup required to create this transaction. Create a new line in the Add new deposits

section of the Deposit screen coded to the same bank account you are depositing to. This will offset
the total negative payments and make the total of the deposit zero. This will also create a deduction
in the bank register for the proper amount and clear the balance in the Undeposited Funds account.

Step-by-Step: Record a Negative Deposit
1. Record a customer refund using the Refund Receipt screen, use Undeposited Funds as the
Deposit to account.

2. Open the Bank Deposits screen, select the payments and refund included in the bank draft. This
will cause a negative amount to be displayed.

3. Select the bank account from the Account field drop-down list, and enter the amount of the total
selected payments as a positive number in the Add New Deposit grid on the Deposit screen.
Make sure the total amount of the deposit is zero.

4. Click Save and close.
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© Depose x i - o x

- C | 8 Securz | nttpsy/qbointudt.com/apsposit ax B ¢ :
(% Deposit ® X
ANOUNT »
Chacking . Balence 31,201 20 Dae | BT

Total amount should be zero el $0.00

Select Existing Payments
v SECENRD FROM CATE i PAVMENT METHOD L 2 e REF NO ANOUNT

v el Cute AN 0281 Y Fayrrare e . 187882

st s 0
o) Faymares Torw ura
) ntert otal o of negativ /
Add New Deposits E he total amount of negative
payments as a positive number
. SLCENED MROW ACCouNT oescarron PAYMENT METHROD nr N & Nt
' Chacking Nagees Depost Vies waras i

Cancel
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Topic 2: Complex Workflows

BOUNCED CHECKS

Situation

Sometimes customers pay with a check that bounces. When this occurs, a few things need to
happen in QuickBooks to correctly reflect the failed transaction in the books:

@® The deduction for the returned check and bank fee must be recorded in the bank register
@® The accounts receivable balance must be increased
@® The customer must be invoiced for the bank charge assessed, plus any handling fee

® The aging on the original invoice must be restored because the payment was returned

Module 3: Special Transactions 23



Supplemental Guide

Setup

Topic 2: Complex Workflows

Create a Bounced Check service item mapped to the checking account involved. If you have
multiple checking accounts, you will need to set up a separate service item for each one. Create a
Bounced Check Fee service item mapped to an income account or to the Bank Fees expense

account (to offset the fees charged by your bank).
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»!  Step-by-Step: Record the Bounced Check

1. Create an invoice for the customer that includes the Bounced Check item and the amount of the
check that bounced as well as the Bounced Check Fee item and the amountyou're charging
them for the bounced check.

£ Invoice 5 @

2. Enter the bank service charge as an expense or check, with the date the check bounced and the
NSF fee charged by the bank, posted to the Bank Fees expense account.

3. Open the original payment that was received from the customer (the one that bounced) and
unselect the invoice it paid then select the invoice you created in Step 1. This will restore the
aging of the original invoice.

4. When payment is received for the bounced check, use Receive Payment to post the payment
against the open invoice.
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ALLOCATE OVERHEAD

Situation

Many businesses allocate overhead or payroll expenses to a class, location or customer to create
segmented financial reports that give better insight into the operations of a business. The allocation
is made by creating a journal entry that balances with a zero-dollar effect on the accounts involved.
There are two methods businesses commonly use to allocate expense and both methods work
essentially the same way, but vary in the use of accounts verses classes to capture the transactions
that need to be allocated.

In the first method, the expenses to be allocated are coded to an overhead expense account. The
second method uses the regular expense accounts (such as supplies, job expenses, etc.) but is
coded to an overhead class. Both methods will only work in QuickBooks Online Plus subscription
level companies.

In both methods, you'll create a journal entry to allocate the amounts to each class, location or
customer. For each account, debit the account by the amount to be allocated to each segment, then
credit the expense account for the total allocated.
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Method 1 - Overhead Allocation Account

This method requires you to capture all the transactions that need to be allocated in one account
then allocate them using the same account to each class.

Step-by-Step: Overhead Allocation Account

1. Setup an Overhead Allocation account as an Other Expense type.

2. Make a journal entry. Debit the Overhead Allocation expense account and indicate the name of
the class, location or customer. Add additional lines for each class, location or customer as
needed.

3. Onthe last line enter a credit for the total to the Overhead Allocation expense account with no
class, location or customer. However, if you have set up an Admin or Overhead class, location or
customer, then you would use it on the last line for the credit.

€< Journal Entry #1 ® X

soumsl Gete Hesnel 20 Is Adgusting Sournal Entry?

¢ ACCOUNT OEwTs CREDITS  DESCHIFTION NAME LOCANON

To allocate sverhued 4

Mako recsring
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Method 2 - Overhead Allocation Class

The class method doesn't use a special account to collect the transactions that need to be allocated.
Instead, each transaction would be posted to the normal expense account (e.g., Utilities,
Advertising, etc.) and classed to the Overhead Allocation class when recorded. The allocation
journal entry would include lines for each expense account that includes transactions assignhed to
this class.

Companies allocate overhead costs using different methods. Some common methods include
allocating by percentage of sales, gross profit, square footage or some other factor. To determine
the allocation percentage, divide the sales, GP, etc. of the segment by the total sales, GP, etc. for the
period. The example in the training video allocates overhead by percentage of sales for Event
Photography, Portrait Sales and Commercial Sales.

Below is the spreadsheet used in the example demonstrated in the video for this module. The
percentages are calculated by dividing the sales for each segment by the total sales for the period
($100,000). The total of each expense is multiplied by the allocation percentage for each segment to
determine how much should be allocated.

Satterley Studios Overhead Allocation

TOTAL EVENT PORTRAIT COMMERCIAL

PHOTOGRAPHY SALES SALES

SALES $100,000.00 $55,000.00 $25,000.00 $20,000.00

PERCENTAGE 100% 55% 25% 20%
OF SALES

EXPENSES

INSURANCE $1,000.00 $550.00 $250.00 $200.00

RENT $12,000.00 $6,600.00 $3,000.00 $2,400.00

SUPPLIES $35,000.00 $19,250.00 $8,750.00 $7,000.00

UTILITIES $1,500.00 $825.00 $375.00 $300.00
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2! Step-by-Step: Overhead Allocation Class

1. Setup an Overhead Allocation class.

2. Make a journal entry. Debit the appropriate account (e.g., Utilities, Advertising, etc.) and indicate
the name of the class, location or customer. Add additional lines for each class, location or
customer as needed.

3. For each account line debited, enter a credit for the same account and use the Overhead
Allocation class and the same location or customer as the debit line.

(v} Journal Entry #2

(®)
X

il calm Jourmal o Is Adjusting Journal Entry?

¢ AMCOUNT DERITS CREDITS  DESCRIFTION NAME LOCATION CLASS

Overheod

Cancel Clesae Mako recurring Save Sweandoew -

NOTE: There isn't a financial impact from this allocation journal entry, thus this method can be used to
allocate an owner’s time (a sole proprietor) to a class, location or customer too.
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BARTER TRANSACTIONS

Situation

Small businesses may enter into barter transactions where they trade goods or services with other
small businesses. It is important to make sure earned income is reported regardless of how payment
is received. Recording barter transactions ensures revenues and expenses are recognized in the
proper period; it is especially important when inventory is affected. Some examples of barter
transactions may be a web designer exchanging design services for mechanical work, or a
photographer trading services for landscaping.

Setup

To track bartering in QuickBooks, set up a Barter bank type account to track the exchange of goods
and services. Record the sales and expense transactions normally, but instead of depositing money
or paying bills out of the regular bank account, record these transactions using the Barter account.
Any amounts due to or from the trading partner that exceeds the bartered amount will be paid or
received normally using regular bank accounts.

Step-by-Step: Track Barter Transactions in QuickBooks

1. Create a new bank type account called Barter Clearing account.

2. Enter the sale as normal via a sales receipt or invoice and receive payment. Post it to the Barter
Clearing account as the bank account.

Sales Receipt @ X

= $1,500.00
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3. Enter the purchase as a normal purchase via a check, expense or enter and pay a bill for the
services or items received. For the payment method use the Barter Clearing account as the bank
account.

£ Expense #Barter1 % ® X

$1,500.00

v Account details

& ACCOUNT DESCRFTION ANMOUNT BILLABLE TAX  CUSTOMER

» [tem details

y— Toral aa o

Mako recsring

This method allows the user to treat the barter transactions the same as cash transactions. All the
transactions can be found in one register and you can implement procedures to reconcile the Barter
Clearing account, which can help the client avoid errors in record keeping.

NOTE: You could use a journal entry to record the bartered portion of a transaction because you can
have multiple Accounts Receivable and Accounts Payable lines in a single journal entry in QuickBooks
Online. However, there are advantages to using the method described in this training, such as:
consistency of workflow because the transactions are recorded in the usual sales and expense
transaction screens, and the Barter Clearing account provides a register where you can view all barter
transactions.
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CLIENT RETAINERS AND DEPOSITS

Situation

Many businesses collect deposits or retainers from their customers; accountants may collect a
retainer before beginning a big project, attorneys commonly require retainers from their clients, and
other business may require deposits on goods or services they sell. These payments may be called a
retainer, deposit, down payment or similar term, but we'll refer to them as retainers during this
training. We are discussing money received as payment in advance of the services or work being
performed, in other words, unearned income. We are not discussing security deposits received from
tenants (that is always recorded as a liability when received).

Law firms might also use trust accounts to hold client funds. The difference is with trust accounts, you
must set up a separate bank account to hold your client's funds. Be sure to always follow the rules of
your state regarding the professional and ethical conduct for handling client funds. Failure to abide
by those rules and practices could result in administrative, civil or criminal sanctions.

This section discusses three options for handling client retainers:

@® Using the Deposit feature in QuickBooks
® Credit balance in AR and reclassify

® Unearned income method

Determining which one is right for a client will vary depending on a variety of factors such as:

@® Sales tax - Does the client need to assess sales tax on the retainer? (Check the laws for your state
or locality.)

@® Financial reporting - Are financial statements provided to outside parties?
@® Materiality - How often does the client receive retainers and for how much?

@® Client capability - Is the client capable of handling the workflow?
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Option 1: Deposit Feature in QuickBooks Online

Setup

The Deposit feature in QuickBooks Online allows deposits to be recorded in the same form as the
sales transaction. To turn on the Deposit feature, navigate to Company Settings - Sales - Sales

Form Content then check the box to turn on the Deposit feature. When creating the invoice, enter
the retainer amount in the Deposit field.

O Semrgn [GEed] = a3 X
— C | 8 Secure | ntips,/qbointuit com 144
Account and Settings @ X
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Recording

To record the deposit, create an invoice with the retainer amount in the Deposit field. When you use
this feature, the income is recorded based on the items billed on the invoice and the retainer is
posted to Undeposited Funds. The remaining balance due on the invoice is posted to accounts
receivable.

This method may be acceptable when a retainer is received occasionally because we're recording
the revenue as of the date of the invoice even if there hasnt been an exchange of goods or services.
This method doesn’t conform to generally accepted accounting principles because we're not using
an unearned income liability account. Another drawback of this method is that it's not easy create a
report of the retainers you have on hand. But if it's a situation where the client is receiving a down
payment or deposit and it's nonrefundable, then this method could be acceptable.

< Invoice o @ X
Fayment cath FAubsrerce 10 o <
. 1 dom .
& MRODUCTSE 0f ON A A IN AX
esigniDes ' -
Addd finms Claat ol frvas Acd sulitinal Subtotal §3,750.00
Me Sy vourn Taxabie subsiotel $0.00
T [} 3 A e_.‘
Discount parce - $0.00
Statwrrare e Tota $3,750.00
Depon 1.000.00
Balance due $2.750.00
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Here is what the general ledger entry looks like for this type of transaction:

Sortw Addnotes Edit header = % E_,v {é‘,}

Craig's Design and Landscaping Services

JOURNAL
All Dates
DATE TRANSACTION TYPE NUM NAME MEMO/DESCRIFTION ACCOUNT DEBIT CREDIT
04/05/20..  Invoice 1038 Amy's Bird Sanctu... Accounts Receivable (A.. $2,750.00
Custom Design Design income £3,750.00
Deposit Undeposited Funds $1,000.00
53,750.00 §3,750.00
TOTAL $3,750.00 $3,750.00

Wednesday, April 52017 04:29 PM GMT-04:00

Option 2: Credit Accounts Receivable and Reclassify at Year End

Option 2 requires no setup. This method follows the normal workflow, which may be easier for some
clients who enter the transactions as opposed to the accountant or bookkeeper doing it.

This option may be acceptable if the small business uses reports for management purposes only
(i.e., not provided to a third party) or when the total amount of retainers is not a material amount.
Make sure to check the sales tax requirements of your client’s state to make sure sales tax does not
need to be collected on the retainer.

When using this option, the retainer is entered via Receive Payment creating a credit in the
customer’s account (i.e., negative amount in accounts receivable). If you selected the automation
setting Automatically apply credits, the open retainer will automatically be applied to the invoice
once you create it. If not, when the retainer needs to be applied to the invoice, you can use the
Receive Payments button to apply the credit to the invoice on the date the income becomes earned
revenue. At year-end, the accountant should make a journal entry to reclassify the credit balance for
retainers from accounts receivable to an unearned income liability account. Then a reversing journal
entry should be entered on the first day of the new year.

Q

TIP: Make sure to apply the deposit to the final invoice before sending it to the customer so

the correct amount due displays on the invoice.
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Option 3: Unearned Income Method

You may decide the best option is to track retainers using an unearned income liability account. This
option follows GAAP and is recommended if financial statements are provided to outside parties or
if retainers are a normal course of business or a material amount.

Setup

Create a liability account for Client Retainers. Then create a service item for Client Retainers with the
Income account field mapped to the liability account created.

K1

Cotagory

Sales information

v | | seli thiz product/service to my customern

Salas price/rats Incoms account

s tasable
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2! Step-by-Step: Track Retainers Using the Unearned Income Method

1. Create a sales receipt (or invoice and payment) to record receipt of the retainer from the
customer, using the Client Retainers item you created, using QTY of 1 and Rate equal to the
amount of the retainer.

2. Once the work is performed, create another invoice or sales receipt for the appropriate items
based on the services rendered or products sold.

a. On the next line after all the products and services sold, enter the Client Retainers item using
a QTY of -1 and Rate equal to the original retainer amount (or the appropriate amount if it
was not for the full amount of the retainer) that you are applying).

b. The retainers can be broken down and applied to multiple invoices if desired. This removes
the amount from the liability account and recognizes the income earned. This also allows the
user to record sales tax correctly for each item.

A ’

Invoice 2 @ X

$3,000.00

Subtotal $3,000.00

Messoge dimpleyed en imveice Tanahis sinarst $0.00
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TRACK COMMISSIONS

Situation

Lots of small business track and pay commissions to their sales reps or service contractors and need
a way to track the amounts owed on sales. The client needs to record the commission expense with
each sale as well as the liability owed to the sales rep. While there is no built-in calculator in
QuickBooks Online to track commissions, you can use Bundle type items to calculate and record the
accrual for commissions payable.

= Step by Step: Set up QuickBooks to Track Commissions

1. Create a Sales Rep field to include on sales forms. Open Account and Settings - Sales - Sales
form content - Custom fields and enter Sales Rep in one of the three Name boxes.

Account and Settings

Company c )
ustomize Customize the way forms look te your customers
Sales
Sales form content Preferred invoice terms (2) Net 30 -

Expenses . —

Preferred delivery method (2 Printlater ¥

| P F Off
Advanced || shipping @

Custom fields (@) On

Name Internal Public
Sales Reps [+] [+]

|:| Custem transaction numbers (2) Off

|:| Service date () Off

|i| Discount (3) On

|Z| Deposit (3) On

Products and services Show Product/Service column on sales forms On
Show SKU column Off
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2. Create accounts for Commission Expense and Commission Owed (other current liability type).

3. Create two service items for Commission Expense and Commission Owed and map them to the

appropriate accounts.

Producy/Service intfarmation
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Sabun price/ratu Inzome scecun
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Is texsble

Bocnbastnm whnnmmertnm

v SHOW MORE

Save sod closa

Product/Service informatior

Q SAryice Changs sype
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Cmogory
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4. Create a Bundle item called 10% Commission. Leave the Sales information field blank and make
sure the box Display bundle components when printing or sending transactions is unchecked.
Select any Product/Service item as the first component part in the bundle (this will change each
time we use it, so it doesn’t matter which one is included here). The other two components will
be the Commission Expense and Commission Owed items. Enter a QTY of -.10 for the
Commission Expense and a QTY of .10 for Commission Owed.

Product/Service information o

@ Bundle Change type

Mame™

10% Commisaion

SKU

Sales infarmation

Products/services included in the bundle

|_| Dieplay bundle componsnts when printing or eending transactions

PRODUCT/SERVICE aTy
Deasign
Custom Design 1 E

Commizsion Expenze

Commizsion 010 E
Commission Owed
Commizeion Owed to Reps Q.10 E

w SHOW MORE
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Step-by-Step: Track Commissions on Sales Forms

1. Create a sales transaction, such as an invoice or sales receipt and use the 10% Commission item
on the form.

2. Select the down arrow next to the first component item (the placeholder) and select the item
you are selling; edit the QTY and Rate as necessary.

3. Copy the description of the item and paste it onto the Description field of the Bundle item. (This
will be displayed on the printed sales form.)

4. Enter the Amount of the Bundle item into the Rate field for both the Commission Expense and
Commission Owed lines. The line amounts should zero out, leaving the Amount of the Bundle
item unchanged.

(% Sales Receipt ® X

——- $750.00

Use the Bundle item for each product/service being sold on the sales form, each time selecting the
product/service you are selling as the first component item. Below is the transaction journal behind
this sales receipt where you can see that the Commission Expense account was debited and
Commission Owed liability account was credited.
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Sort+ Add notes Edit header il E} E‘F' ‘Ehf:j}

Craig's Design and Landscaping Services

JOURMAL
All Dates
DATE TRANSACTION TYPE MU MAME MEMO/DESCRIPTION ACCOUNT DEEIT CREDIT
04/05/2017 Sales Recsipt 1039 Amy'e Bird Sanctua... Undepoeited Funds $730.00
Ingtallation of landecape d...
Ingtallation of landecepe d.. Lendeceping Services:Lsbor:l.. $750.00
Commission Commission Expense £73.00
Commiesion Owed to Repe  Commiesion Owed $75.00

S5825.00 5225.00

TOTAL £825.00 §825.00

Wednssday, April 5 2017 05:35 PM GMT-04:00

NOTE: Keep in mind that while this workflow will work for basic commission tracking, your client may
have more complex needs. In that case, they should look for a third party app on apps.com to handle
the commission tracking.

©  Step-by-Step: Create a Commission Earned by Sales Rep Report

You can create a report that shows how much commission was earned by each sales rep for a
period.

1. From the Report Center, run a Sales by Product/Service Detail report.

2. Edit header and change the name to Commission Earned by Sales Rep.

3. Click Customize. Under Rows/Columns, change the Group by to Sales Rep by clicking the down
arrow.

4. Click Change columns and select the Sales Rep and A/R Paid fields to display them on the
report.

5. Click Filter, select Product/Service and choose Commission Owed from the drop-down. Then
click Run Report.
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L, Hand M Squared Landscaping

COMMISSIONS EARNED BY SALES REP

All Dates
DATE TRANSACTION TYPE NUM CUSTOMER MEMC/DESCRIFTION aty SALES PRICE AMOUNT BALANCE = A/R PAID
- HS
03/08/2017  Invoice 158 Adem's Candy Sh... Commission Owed 0.10 66.00 6.60 6.60 Paid
03/08/2017  Invoice 158 Adam's Candy Sh... Commission Owed 0.10 1,200.00 120.00 126.60 Paid
Total for HS 0.20 $126.60
~ ML
03/08/2017  Invoice 156 Adem's Candy Sh... Commission Owed 0.10 66.00 6.60 6.60 Paid
03/08/2017  Invoice 157 Adam's Candy Sh... Commission Owed 0.10 66.00 6.60 13.20 Paid
Total for ML 0.20 $13.20
= Mat Specified
03/22/2017  Invoice 155 Adsm's Candy Sh... Commission Owed 0.10 66.00 6.60 6.60 Paid
Total for Not Specified 0.10 56.60
TOTAL 0.50 5146.40

TIP: If the client pays commission on paid invoices only, change the accounting method on
the report to cash and this will filter the report to only display paid invoices and sales
receipts. Click Save customization to save the report to the My Custom Reports tab so you

can run it on demand.

TRACK PREPAID MULTIPLE SESSION SALES

Many service-based businesses sell multi-session packages to their customers. Examples could be a
massage therapist, personal trainer, chiropractor or even a sports complex. In fact, a ProAdvisor
could use this workflow to track prepaid training packages. In these cases, the business owner needs
to know how many sessions have been used and how many are still available. You can set up and
track these types of transactions in QuickBooks Online and even automate future transactions so
your financial statements are accurate. This method works well for an accrual-basis business,
meaning the revenue isn't recorded until the session is used by the customer. It will not reflect the
correct revenue on a cash basis.

Because this workflow involves multiple steps and attention to detail to maintain it correctly, you may
want to consider looking at a third party app if your client has lots of sales like this. We included this
workflow in your training, in part to illustrate how an Advanced Certified ProAdvisor employs
multiple features in QuickBooks to solve complex workflows for their clients.
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Setup

To set up this workflow, create an unearned liability account and service item that is mapped to it,
just like we did in Option 3 in the client retainers workflow. To use this workflow, we also need to set
up a bundle item to track the sale of the multiple sessions. The component items of the bundle will
be the ones mapped to the liability account. Our cash-basis reports won't be accurate because initial
sale of the package credits the liability account, not revenue.

For this method to work, we'll need an income account and a liability account to track the unearned
income. In this case, we set up a liability account called Unearned Revenue.
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Next we'll set up the service items we'll use in this workflow. We need to set up three items:

@® Service item used to record revenue - This item should be mapped to the income account
(This item can also be used when the business sells an individual mowing service or includes it in
another package)

@® Service item used to track the unused prepaid services - This item is mapped to the
Unearned Revenue liability account we created

Product/Service information

Service Changs type

MNames™

Prapaid Mowing

SKU
N
g |
Categaory
Sales infarmation
|| 22ll this product/servics to rmy customers.
P ¥
Prepaid Mowing
4
Sales price/rate Income account
Unssarned Revenus -

|_| Iz taxable

Purchasing information

| |1 purchaes this preduct/esrvice from s vandor.
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@® Bundle item used when selling the package to the customer - The component item in this
bundle will be the prepaid mowing item we created that is mapped to the liability account

Product/Service information

@ Bundle

Mame™

& Lawn Mowin94

SKU

Sales information

Package of & Lawn Mowings

Products/services included in the bundle

|_| Digplay bundle componsnts when printing or ssnding transactions
FRODUCT/SERVICE aTmy

Prepaid Mowing
Prepaid Mowing &

Et

El

= Add lines

Do not check the box Display bundle components when printing or sending transactions; the
customer doesn’t need to see the component parts.
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2! Step-by-Step: Record and Track Prepaid Multiple Session Sales

1. Create an invoice or sales receipt to sell the package to the customer. Use the Bundle item on
the invoice and record the other required details about the transaction. This will credit the
Unearned Revenue account. Save the transaction.

< Involce & ® X

$150.00

Come Fmte

Wit ox Nweiem
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2. Create a Delayed Charge for each of the six sessions using both the liability service item and the
revenue service item. The next amount of the delayed charge will be zero. Keep in mind that
Delayed Charges are non-posting transactions and will not be reflected on the general ledger
until they are added to an invoice.

-~
A=
(5 Delayed Charge ® X
AMOUNT
Amy's Bird Sanctuary A $ D D U
.
Delaysd Changs Date
04/05/2017
#  PRODUCT/SERVICE DESCRIFTION aTY RATE AMOUNT = TAX
1 Mowing Lawn Mowing 1 25 25.00 ]
2 | Propaid Mowing Propaid Mowing -1 25 -25.00 E
3 o
Addlines || Clearall lines
Memo Total 50.00
[|]| Attachments Meximum size: 23MB
Show existing
Privacy -
Cancel Clear Makes recurring Save and new v

Tip: After you save the first delayed charge, click More - Copy on the bottom of the

Delayed Charge screen to create the remaining five transactions.
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3. When the customer redeems a session, create an Invoice and add the delayed charge to the
invoice from the drawer. This will create a zero invoice and create the entry to debit the
Unearned Liability account and credit revenue.

~
.~ 205 2
() Invoice B ® X
BALMRCE DU
‘ - - $0 00
.
..... .
= e - L . cate .
- )
At "
Lae beye
Ol L
recoUCTEINCE cescormon e o
Adet
~ SO PR
e &
31 - " PR T pap— Subrets 30.00
Vedsage 1 apec - Tanasss sszzmad $0.00 e
The . e A
shtarre v 8%
A3
TIREITST VIR 30.00

Iyore e

Maete rorimmng

Camtomow

4. Click More - Transaction journal to view the entry behind the transaction.

Sortv Addnotes Edit header = o [~ {§}‘
Craig's Design and Landscaping Services
JOURNAL
All Datas
DATE TRANEACTIOMN TYPE MHUM MNAME MEMO/DESCRIPTION ACCOUNT DEEIT CREDIT
04/05/2017  Invoice 1041 Amy'a Bird Sanctua. Arcounts Receivable (A . £0.00
Lawn Mowing Services $25.00
Prepaid Mowing Unearned Revenue £25.00
5§25.00 525.00
TOTAL £25.00 £25.00
Wednsaday, April 3 2017 06:02 PM GMT-04:00
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2! Step-by-Step: Create a Report to Track Unused Prepaid Sessions

You can create a customized report to show all unused package sessions by customer. This report
should tie out to the balance in the Unearned Revenue account as of the report date.

1. From the Report Center, click Reports > All Reports - Review Sales - Unbilled Charges.

2. Click Customize.

3. Filter by Product/Service then choose the service item mapped to the Unearned Revenue
account, in this example Prepaid Mowing.

......

(‘\

TIP: Rename the report to something meaningful to you and/or your client then click Save

customizations to add the report to My Custom Reports in the Report Center.
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Filtera: Product/Servics X

Sortw Addnotes Edit header i | [~ {0}
Craig's Design and Landscaping Services
PREFAID MOWINGS OUTSTANDING
All Datas
DATE TRAMNSACTION TYPE MNUM POSTING MEMO/DESCRIPTION AMOUNT BALANCE
- Amy'a Bird Sanctuary
04/03/2017  Charge 2 Mo Prapaid Mowing -25.00 -25.00
04/03/2017  Charge 3 Mo Prapaid Mowing -25.00 -50.00
04/03/2017  Charge 4 Mo Prapaid Mowing -25.00 -75.00
04/03/2017  Charge 5 Mo Prapaid Mowing -25.00 -100.00
04/03/2017  Charge & Mo Prapaid Mowing -25.00 -125.00
Total for Amy's Bird Sanctuary §-125.00
TOTAL 5-125.00

Wednasday, April 3 2017 06:09 PM GMT-04:00

This new report should agree to the balance in the Unearned Revenue account on the Trial Balance.
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Guide Conclusion

You have just completed Module 3: Special Transactions. 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:

® Determine when to utilize special transactions
@® Recognize the steps to create special transactions
® Determine when to utilize complex workflows

@® Recognize the steps to create complex workflows
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