Chapter 1
Introducing QuickBooks

Topics
This chapter covers the following topics:
*  QuickBooks Products
*  Working with QuickBooks Files
*  Creating and Restoring Backup Files
* Touring the QuickBooks User Interface
* Introducing QuickBooks Transactions
*  QuickBooks Help
* A Brief Introduction to Accounting

QuickBooks acts as both a bookkeeping/accounting program and a financial management tool.
Once you set up your company file and record your financial transactions, the program helps you
track and manage income, expenses, inventory, job costing, receivables, payables, and much more.
With QuickBooks reports, you can evaluate your organization’s performance and make informed
business decisions.

QuickBooks is designed so you can keep your books even if you havent mastered the debits and
credits of double-entry accounting. However, you need to use its features properly to ensure that
your financial records are correct. To do that, you need to understand how QuickBooks works, how
company files are set up, how to perform bookkeeping tasks with the program’s features, and finally
how to retrieve information about your business from your QuickBooks company file.

This chapter begins with an introduction to the basics of QuickBooks. You'll learn about the
QuickBooks product line. You'll also learn how to work with QuickBooks company files. Then, you'll
get to know a little bit about the program’s interface, how to record transactions, and how to obtain
QuickBooks help. Finally, the chapter concludes with a brief overview of what you need to know about
accounting to use QuickBooks properly.

Note: For the computer practice in this chapter, restore the sample file, sample_prod-
uct-based business 2015 (Portable). QBM. (Or, if you are using QuickBooks 2014, restore
sample_product-based business 2014 (Portable). QBM.)
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QuickBooks Products

The QuickBooks product line represents a broad set of accounting and bookkeeping tools that are
easy to learn. Financial tools, such as general ledger, accounts receivable, accounts payable, inventory,
sales tax, and financial reporting are built into QuickBooks products. In addition, Intuit offers many
optional, fee-based products and services, such as payroll services, merchant account services, and
time-tracking products that integrate with QuickBooks.

QuickBooks Editions

QuickBooks comes in several product editions to satisfy different needs and budgets: QuickBooks
Online, QuickBooks Pro, QuickBooks Premier, QuickBooks Accountant, and QuickBooks Enterprise
Solutions. In addition, QuickBooks Premier and Enterprise Solutions editions offer six industry-
specific editions: General Business, Contractor, Manufacturers & Wholesaler, Nonprofit, Professional
Services, and Retail.

Note: All QuickBooks editions support multiple simultaneous users. However, to access
a company file in multi-user mode, each user must run the same version of QuickBooks.

This book covers QuickBooks Pro, non-industry-specific QuickBooks Premier, and QuickBooks
Accountant, because these editions are the most commonly used. This book does not cover
QuickBooks Enterprise Solutions, although it is easy to learn once you've mastered Pro, Premier,

or Accountant. Also, the book does not cover QuickBooks Online, which is a web-based product
that looks and works differently than the editions covered in this book. To compare all QuickBooks
editions, see www.quickbooks.com.

QuickBooks Releases

Initially, you install a specific version of QuickBooks, such as QuickBooks 2014 or 2015. After a
version is released for sale, users may uncover errors in the software. When that happens, Intuit corrects
the errors and updates the program with patches distributed via the Internet. Each patch represents a
release of the QuickBooks program.

To see which software release you have installed, launch QuickBooks, and then press F2 or Ctrl+1. At
the top of the Product Information window, you'll see the label “Product” followed by the QuickBooks
product and release, such as “QuickBooks Accountant 2015 Release R1P”.

To install the latest maintenance release, on the Help menu, choose Update QuickBooks. Then, follow
the instructions on the Update QuickBooks dialog box’s screens to download and install maintenance
releases into QuickBooks.

Note: This book is based on QuickBooks Accountant 2015 release R1P. If your comput-
er is running a newer release (a higher release number, such as R3P), you may see slight
differences compared to the descriptions and screens in this book.

Sample Files

This book uses the sample files that come with QuickBooks: Rock Castle Construction is set up as a
product-based business and Larry’s Landscaping represents a service-based business. These sample files
demonstrate most of QuickBooks features and provide a safe way to experiment with QuickBooks.
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As you work through the examples and exercises in this book, think about how you can apply
QuickBooks’ features to your own organization.

The QuickBooks 2014/2015 Learning Guide provides portable files for these sample files for both
QuickBooks 2014 and 2015 on the CD that accompanies this book so you can restore the version
you want to work with. To learn how to restore portable files, refer to the section, “Restoring Portable
Company Files.”

Working with QuickBooks Files

It's important to understand the different types of QuickBooks files and the purpose of each one.
QuickBooks has three primary types of files, which can be opened by choosing Open or Restore
Company on the File menu:

*  Working files (company files): These are the files you use for your day-to-day work, such
as recording transactions and running reports. These working files have a file type of Quick-
Books Company File and a “.qbw” file extension (for QuickBooks working).

* Portable company files: These files (file extension “.qbm”) are compact versions of your
working files, intended for exchanging files between computers. You must restore a porta-
ble file (page 7) to a working file before you can use it. Do not use portable files to back up
your data.

*  Backup files: These files (file extension “.qbb” for QuickBooks backup) are compressed data
files and are used to minimize loss of your financial information. You must restore a backup
file to a working company file before you can use it. See page 8 for more information on
creating and restoring backup files.

QuickBooks also offers the Accountant’s Copy feature, which enables an accounting professional to
review and work on a special copy of a client’s company file while the client simultaneously works on
the original company file. The client can then merge the accountant’s changes into the company file.
Refer to QuickBooks Help for information on the Accountant’s Copy.

Creating a New File

QuickBooks offers four ways to create a new company file: Express Start, Detailed Start, Company
Based on an Existing Company, and converting from other accounting software. Express Start is

a relatively quick method for creating a new company file. However, an organized approach helps
produce a company file that is set up properly for your needs. Chapter 13 covers file setup in
detail. That way, you can apply what you've learned in earlier chapters to make decisions during the
setup process.

Opening a QuickBooks Sample File

QuickBooks includes sample company files that you can use to experiment with the program’s features
without endangering your organization’s QuickBooks data.

Note: The CD that accompanies this book includes portable files for the QuickBooks
sample files used in this material. You can restore these portable files to obtain a sample
file that works with QuickBooks 2014 or QuickBooks 2015, depending on which ver-
sion you run. If you restore these portable files, you open the sample files using Open or
Restore Company, described in the next section.
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Computer Practice

Follow these steps to open a sample file:

1.

To launch QuickBooks, double-click the program icon on your desktop or select the QuickBooks
entry from the Windows Start menu.

QuickBooks will either display the No Company Open window (Figure 1-2) or open the last
company file you worked on. The No Company Open window appears if you are launching
QuickBooks for the first time or you closed your company file before exiting your last Quick-
Books session. If you did not close the last company file you worked on before exiting your
QuickBooks session, the program opens that company file.

No Company Open

Select a company that you've previously opened and click Open

COMPANT HaME LaST MODIFIED FILE SIZE
sample_service-hased business. ghbw 07052014, 12:38 P 24 26 MB E
sample_productbased business. ghw O7/0952014, 03:41 PM 33.02 B

Edit List

LocaTiof: Cdsers\Public\Document sUntuityauickBooks\Sample Company FilesGuickBooks 2015

Crpate a Open or restore an Open a
new fompany existing company sample file

Previously opened company files

Figure 1-1 No Company Open Window

2.

If the No Company Open window does not appear, on the File menu, choose Close Company. If
QuickBooks asks if you want to back up your file, click No.

When the No Company Open window appears, click the “Open a sample file” button, and then
choose Sample product-based business from the drop-down list.

The QuickBooks Information screen (shown in Figure 1-2) appears.

To open the sample file, click OK.

If an Accountant Center or External Accountant message appears, turn off the Show window
when opening a company file checkbox, and then click the X at the Accountant Center window’s
top right corner.

The sample file is open and ready for you to begin exploring.

You're opening a QuickBooks sample file.

Important: Use this sample file to practice while vou learn GuickBooks. Don't use
it as your company file.

While you're using this file, QuickBooks will settoday's date to 1211 5/2019,

Figure 1-2 Sample File Information Screen
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Opening a QuickBooks Company File

If you work with more than one company, you'll have a QuickBooks company file for each one.
You can switch from one company file to another at any time. QuickBooks provides easy access to
company files you've worked with before. You can also open any company file with a few more clicks.

Here is an easy way to open a company file that you've worked on previously:
1. On the file menu, choose Open Previous Company.

2. On the submenu that appears, choose the company file you want to open.

Tip: You can change the number of company files that appear in the Open Previous
Company submenu. On the File menu, choose Open Previous Company, and then on
the submenu, choose Set number of previous companies. (This entry is grayed out if no
company file is open.) In the box, type the number of company files you want to see in
the submenu (up to 20), and then click OK.

If the company file you want to open doesn’t appear on the Open Previous Company submenu, follow
these steps instead:

1.  On the File menu, choose Open or Restore Company.

2. In the Open or Restore Company dialog box, select the Open a company file option, and then
click Next.

3. In the Open a Company dialog box, navigate to the folder that contains the company file you
want to open. In the Name list, click the company file name, and then click Open.

Note: If you use QuickBooks Accountant or Enterprise Solutions, you can open two
company files at the same time (On the File menu, choose Open Second Company.)
However, the activities you can perform in the second file are very limited. Unless you
want to open the file to look for information, it’s best to use the Open Previous Company
or Open or Restore Company menu entry to open a company file.

Closing a QuickBooks File

You don't have to explicitly save a company file. QuickBooks saves the information you enter as you
work. The program also closes the company file that’s open when you open another company file
or close the QuickBooks program. If you want to close a company file, on the File menu, choose
Close Company.

Closing the QuickBooks Program

Because QuickBooks saves your data as you work, you can simply close the program. To exit
QuickBooks, on the File menu, choose Exit (or click the X at the program window’s top-right corner).
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Creating and Restoring Portable Company Files

Portable company files are compressed company data files that are small enough to send to others (via
email or on a USB flash drive, for example). For example, the exercise files that accompany this book
are portable company files that you restore.

Tip: If you send a company file to someone else to work on or transfer it from your
desktop computer to your laptop, be sure to transfer the file back to your computer, so
you always work on the up-to-date company file. The only exception to this rule is if
you send your accountant an Accountant’s Copy (see page 3). In that case, when your
accountant sends the updated copy back, you can merge the changes from the Accoun-
tant’s Copy into your company file.

Creating a Portable Company File
To create a portable company file, follow these steps:
1. On the Ffile menu, choose Create Copy.

2. In the Save Copy or Backup dialog box, select the Portable company file option, as shown in
Figure 1-3, and then click Next.

3. In the Save Portable Company File dialog box, navigate to the folder where you want to save the
file.

QuickBooks automatically fills in the File name box with the company file name followed by
“(Portable)”. You can edit the name if you wish.

What type of file do you want to save?

% 1 Backup copy

Create a hackup copy of everything you need to re-create yvour company file in case
of accidental loss or damage to your data.
® Portable company file

Create a compact version of your company financial data that you can e-mail or
tempaorarily mave to another computer.

1 Accountant's Copy

Create a compact version of your company file. Your accountant will use itto make
adjustments that vau can impart inta your file later,

To send this file to an Intuitweh server, click Cancel now and go to File =
Accountant's Copy = Send to Accountant.

Help me choose

Back

Finish Help Cancel

Figure 1-3 Create Portable Company File
4. Click Save.
5. In the Close and reopen message box, click OK.

QuickBooks closes all the open windows and creates the portable file.
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6. In the message box that tells you where QuickBooks has saved the portable file, click OK.

The program reopens its windows and you can resume working on your company file. The file
extension for a portable file is .qbm, such as sample_portable_file.qbm. That way, you can identify
a portable file even if it doesn’t contain the word “portable” in its name.

Restoring a Portable Company File

Here are the steps to restoring a portable company file to a regular QuickBooks company file:
Computer Practice

1. On the file menu, choose Open or Restore Company.

2. In the Open or Restore Company dialog box, select the Restore a portable file option, as shown
in Figure 1-4, and then click Next.

Cpen or Hestore Company

What type of file do you want to open or restore?

1 Open a company file

= Cpen a regular campany file {gbw?)
= COpen an Accountant's Copy working file {gba)

T Restore a hackup copy

= Restare a hackup file {.gbb)
= Restare files frarm an online hackup

O iﬂestore a portable ﬂleé

» Re-create a company file that was stored as a portahle file (Cgbm)

1 Convert an Accountant’s Copy Transfer File

» Select an Accountant's Copy Transfer File ( QBX)
= Comvertitto an Accountant's Copy warking file{. QBA) and sawe it

Back E Finish Help Cancel

Figure 1-4 Restore a Portable Company File

3. In the Open Portable Company File dialog box, navigate to the folder that contains the portable
company file that you want to restore.

If you don’t know where this book’s portable company files are located on your computer, ask
your instructor.

4. In the file list, click the file you want to restore sample_product-based business 2015 (Portable).
gbm. Ok, if you are using QuickBooks 2014, restore sample_product-based business 2014 (Porta-
ble).qbm., and then click Open.

The next screen tells you that you need to choose where you want to store the company file that
QuickBooks creates from the portable company file. Click Next.

5. In the Save Company File as dialog box, shown in Figure 1-5, navigate to the folder where you
want to restore the file.

If you don’t know where to restore the file, ask your instructor.
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Figure 1-5 Choose Location to Restore File

6. In the file name box, edit the file name if you want to use a different file name for the restored
file, such as adding “_Restored” to the name. Then, click Save.

If QuickBooks asks you to update your company file, click Yes.

While QuickBooks restores the portable company file to a regular company file, the Working
message box shows the restoration progress. (If you restore a sample file, you must first click OK
in the sample file QuickBooks Information message box.)

7. When the process is complete, click OK in the message box that tells you the portable company
file has been opened successfully.

Now, your company file is open and ready for you to begin work.

Creating and Restoring Backup Files

Your financial information is important and you don’t want to lose it. To prevent or minimize data
loss, you should regularly back up your company files. Although you may back up all the data on your
computer with dedicated backup software, you can also create backup files within QuickBooks as an
added level of security. For example, if you spend several hours on a task, you can create a backup file
immediately to protect your data until your nightly system backup runs. That way, if your computer’s
hard drive fails or another disaster occurs, you can restore your backup to another computer and
resume your work. You can also set up scheduled backups within QuickBooks.

Note: Don't create portable company files to use as backup files. Backup files contain
more information about your company than portable files do.

Creating a Backup File

You can back up a company file immediately or set up a backup schedule so QuickBooks automatically
creates your backups on the days and times you specify.
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To create a backup, follow these steps:
1. On the file menu, choose Create Copy.
2. In the Save Copy or Backup window (see Figure 1-3), choose Backup copy, and then click Next.

3. On the next screen, choose the Local backup option to store the backup file on your computer, a
network drive, or a removable storage device, such as a DVD or USB flash drive. Click Next.

If you subscribe to Intuit’s fee-based online backup service, select the Online backup option.

4. In the Backup Options dialog box, shown in Figure 1-6, click Browse.

Lse this window to set default aptions foryour manual and autormatic backups.

LOCAL BACKUP OHLY

Tell uswhere to save your backup copies (required)

“ Browse...

| Add the date and time ofthe backup to the file name (recommended)

+ Lirmit the number of backup copies in this folder to 3

OMLIME AND LOCAL BACKUP

+ Bemind me to back up when | close my company file every 4 times.

Select an option to verify that wour company data is Ok (hatis, not corrupted) when
you save.

@ Complete verification (recommended)

O Quicker verification

) Mo verification Help me choose

Figure 1-6 Backup Options

5. In the Browse for Folder dialog box, select the folder where you want to store your backup file
(see Figure 1-7). Click OK.

Store backup files in a safe location, ideally on a drive other than the one that contains your
working company file. That way, if your company file is damaged and your hard drive fails, you
can still recover your data from your backup file.

for Folder

Select a location For your backups

Backups

(5 VD R Drive (D) A
e REMOvable Disk (E:)
Removable Disk (F:)
Femaovable Disk (G:)
Removable Disk (H:)
Software and Backups {1:)
| $RECYCLE.BIN
| 879a%5e35a575c01 706258242 c654c
> | | Backups
> L Downloads )\

>
>
>
>
>
A

—
—
—
—w
>

[ K ] I Cancel

Figure 1-7 Backup Location
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6. In the Backup Options dialog box, click OK.

7. In the Create Backup screen, shown in Figure 1-8, you can create an immediate backup or set
up a backup schedule. To set up a schedule, select the Only schedule future backups option, and
then click Next.

To save a backup immediately, select the Save it now option, and then click Finish. When the
backup is complete, you see the QuickBooks Information message box that tells you the filename
and folder location for the backup.

Create Backnp

Whet dis you want 10 v your backip copy?

i JR

0 Smve iinew 3ed schbdule fulure bathups
-l Ehrshﬂull future Bachups

L. Ey0in deg Saving YO Dachom COpy I @ removabie $0rige Giraie Suth s 5 C0
or LFSE Barsh diteg, inbert thie GO 0F conmis I device ngw

Figure 1-8 Setting up a Backup Schedule

8. In the Save Copy or Backup screen, click New below the Back Up on a Schedule table, shown in
Figure 1-9.

Esvn Toopy or Aackup

Whei do you want 1o backop youl eampany file®

% BRCH UF AUTOMETICALLY:

St bt kup eopy gulomatically when | chose oy company Sle eary limaes
Clck Optlons b vigw of change whisns the automatic Otans
batkup coples will be eaved.

BALE i OM A SEHECULE

g gk New 10 Seneduie reQuiar Backups of your cormpansy file,

M Bl My

Figure 1-9 Create a Backup Schedule

9. In the Schedule Backup dialog box (Figure 1-10), type a name for the backup schedule, such as
Nightly or Weekly. Click Browse to select the backup folder.
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10. In the Start time boxes, choose the time when you want QuickBooks to create the backup file.

Turn on the day checkboxes to specify which days you want the program to create a backup.

11. After you specify the schedule settings, click OK to close the Schedule Backup dialog box.

——— s ce————

DESCRIEE THE BACKUFR TASK YOUWANT TO SCHEDULE:

Description Mightly

Location

Browse...
HMumber of hackup copies to keep
SELECT THE TIME AND DAY ¥OU WANT TO SAY¥E THE BACKUP:
Start time T AM -
Fun this task every 1 = weeks on:
« Monday « Tuesday v Wiednesday
¥ Thursday + Friday +| Saturday
¥ Sunday Store Passwordl...

E Cancel Help

Figure 1-10 Defining the Backup Schedule

12. In the Store Windows Password window that opens, type your Windows username and pass-

word, and then click OK.

The new schedule appears in the Back Up on a Schedule table.

13. In the Save Copy or Backup dialog box, click Finish. In the message box that tells you the backups

have been scheduled, click OK.

Your backup schedule is ready. When the next day and time that you designated arrives, QuickBooks
creates a backup file of your company file. The file extension for QuickBooks backup files is .qbb, for
example, sample_file_backup.qbb.

Restoring a Backup File

If you need to restore a QuickBooks backup file, follow these steps:
1.
2.

On the File menu, choose Open or Restore Company.

In the Open or Restore Company dialog box, select the Restore a backup copy option, and then

click Next.

On the next Open or Restore Company screen, select the Local backup option, and then click

Next.

If you want to restore a backup file created through Intuit’s fee-based online backup service, select

the Online backup option instead.
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4. In the Open Backup Copy window, navigate to the folder that contains the backup file you want
to restore. Select the file in the list, and then click Open.

The next screen tells you that you have to choose the location where you want to restore the file.
Click Next.

5. In the Save Company File As dialog box, navigate to the folder where you want to restore
the file.

Choose a folder such as the folder for all working company files or a folder for a specific clients
company file.

6. Ifyou don’t want to overwrite your existing company file, in the File name box, be sure to edit
the file name.

Tip: If you aren’t sure whether you should overwrite a file, edit the restored file’s name.
For example if you change the restored file name from sample_company_file.qbw to sam-
ple_company_file_restored.qbw, QuickBooks won't overwrite your original file.

7. Click Save.

QuickBooks restores the backup file as a regular company file in the folder you specified. The
restored file has a file extension of .qbw, such as sample_company_file_restored.qbw.

8. Ifa Confirm Save As message box warns you that a file already exists and asks if you want to
replace it, QuickBooks is asking if you want to overwrite the existing company file. If you don’t
want to overwrite your working company file, click No. Back in the Save Company File as dialog
box, change the name in the File name box, and then click Save.

If your original company file is damaged and you want to replace it, click Yes. In the Delete
Entire File dialog box, type YES in the text box to confirm that you want to delete the file. Then,
click OK.

After the backup file is restored to a company file, a message box tells you the file has been restored
successfully.

Touring the QuickBooks User Interface

QuickBooks has several features that help you get to the tasks you want to perform or view the
information you need. The Home Page, QuickBooks Centers, menus, the icon bar, and shortcut keys
provide easy access to bookkeeping tasks, regardless where you are in the program. At the same time,
QuickBooks Centers, Snapshots, the Insights page, and the Calendar show financial information in
various ways. As you work, you might end up with several QuickBooks windows open at the same
time. You can manage these windows to make your work easier. This section introduces these features,
so you can work productively in QuickBooks.

The Home Page

The QuickBooks Home Page (Figure 1-11) shows the overall workflow of your bookkeeping tasks.
Tasks related to purchasing appear in the Vendors pane; sales-related tasks are in the Customers pane;
and employee tasks show up in the Employees pane. Workflow arrows between task icons show the
typical sequence of performing bookkeeping tasks, but you don't have to perform the tasks in that
order or use every icon that appears.

12

Chapter 1: Introducing QuickBooks



Touring the QuickBooks User Interface

The Home Page’s Company and Banking sections include other features you use frequently, such as
Chart of Accounts in the Company section and Write Checks in the Banking section.

The icons that appear on the Home Page depend on the preferences you chose when you created
your company file. For example, the Employees panel won't appear if you told QuickBooks you don’t
have employees. Other settings determine whether you see icons, such as Purchase Orders or Sales
Receipts.
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Figure 1-11 The Home Page

The Insights Tab

The Insights tab (new in QuickBooks 2015) appears to the right of the Home Page tab at the Home
Page window’s top-left corner. The Insights tab (Figure 1-12) provides a high-level view of the
company’s financial activity. Initially, the top panel displays a Profit & Loss graph that shows income,
expenses, and profit by month. Click the left or right arrow on either side of the panel to display other
high-level graphs, such as Top Customers by Sales.

The bottom half of the tab displays information about income and expenses. The colored bars in the
Income section show the totals for unpaid invoices, overdue invoices, and payments received in the past
30 days. The Expenses pie chart helps identify your most prevalent expenses.

You can look at details by clicking within the /nsights graphs. For example, clicking a month’s bar in
the Profit & Loss graph runs a Profit & Loss Detail report for that month. Click a horizontal bar in the
Income section to open Income Tracker to that category of invoice.
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Figure 1-12 The Insights Tab

Using the Menu Bar and Icon Bar

The menu bar at the top of the QuickBooks main window is always visible and contains every
QuickBooks feature. But the Favorites menu and the icon bar are two methods for keeping your most
frequently-used features within easy reach.

To add your favorite features to the Favorites menu, choose Favorites, and then choose Customize
Favorites. Select an entry you want to add to the Favorites menu, and then click Add. After you add
items to the Favorites menu, you can access them by choosing Favorites on the menu bar, and then
choosing the entry you want.

The icon bar, which appears on the left side of the QuickBooks' main window, makes it easy to access
the programs features. Initially, it contains shortcuts to popular windows, such as Income Tracker,
QuickBooks Centers (labeled Customers, Vendors, and Employees), Create Invoices (labeled Invoice),
and Enter Bills (labeled Bill).

You can streamline your work by adding your favorite features to the My Shortcuts section of the icon
bar. You can also remove entries or rearrange the order in which the shortcuts appear.

To learn how to customize the icon bar, search QuickBooks Help for icon bar, and then choose the Use
the lcon Bar topic.

QuickBooks Centers

QuickBooks Centers (Customer, Vendor, Employee, and so on) provide quick access to common

tasks and information. You can view and create transactions, such as invoices in the Customer Center
(Figure 1-13) and bills in the Vendor Center. Each center also displays information, such as names and
addresses, contact, to-do items, notes, and more.
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The Customer, Vendor, and Employee Centers have two tabs on the left:

*  'The first tab (Customers & Jobs, Vendors, or Employees depending on which center you
open) contains the corresponding Name list. You can click an entry in this list to view and
edit information about that customer, vendor, or employee. For example, you can look at
a customer’s transactions, review notes added to the customer’s record, and then look up
contact information to give the customer a call. (If your company has turned on payroll, the
Employee Center also contains a separate tab for the Payroll Center.)

* The Transactions tab lists the transaction types related to the center, such as Invoices, Sales
Receipts, and Received Payments in the Customer Center, and Bills and Bill Payments in
the Vendor Center. This tab is helpful when you want to view transactions for all customers,

vendors, or employees.

fiscal year.

Note: You can customize the information that appears in centers. For example, you can
filter the customer list on the Customers & Jobs tab to show only customers with open
balances. Or you can filter a customer’s transactions to show only open invoices for this
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Figure 1-13 The Customer Center

Income Tracker

Filter by status

Filter by date range

The Income Tracker window (Figure 1-14) displays a high-level view of income as well as the
transactions that contribute to the totals you see. At the top of the window, horizontal bars display
totals for unbilled income, open invoices, overdue invoices, and customer payments during the past
30 days. The table below the bars lists income transactions. You can filter the list by clicking one of the
bars at the top. For example, clicking the Overdue box filters the table to show only overdue invoices.
You can also filter by clicking the drop-down lists immediately above the table.
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In addition, you can take action on transactions in the table. For example, click the down arrow in
an open invoices Action cell and you can choose to receive payment on that invoice, print the row, or

email the row.
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Figure 1-14 Income Tracker

Computer Practice

1. In the icon bar, click /ncome Tracker.

2. In the Income Tracker window, click the Open Invoices bar at the top of the window.
3. Click the Action cell for one of the invoices, and then choose Receive Payment.

4. Close the Receive Payment window by clicking the X at the window’s top right.
5

Close the Income Tracker window.

Snapshots

The Company Snapshot window (Figure 1-15) summarizes various aspects of your company’s finances,
like income and expense trends, account balances, customers who owe you money, best-selling items,
expense breakdown, and reminders. To open the Company Snapshot window, on the Company menu,
choose Company Snapshot or click the Snapshots entry in the icon bar. Then, click the Company,
Payments, or Customer tab to display overall company info, Accounts Receivable and payment info, or
customer info, respectively.

You can choose the views you want to see. To add or remove views on a tab, click the tab, and then
click Add Content.
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Figure 1-15 The Company Snapshot Window

Calendar

The Calendar window (see Figure 1-16) shows when transactions and to-dos were recorded or are due.
(The Entered date is the transaction date entered in the transaction form, not the date that someone
created the transaction.) You can use the Calendar to see which to-dos are coming up or are past due.
You can also view past due or almost due transactions. To open the Calendar, in the icon bar, click

Calendar, or on the Company menu, choose Calendar.

Figure 1-16 The Calendar Window
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Working with Windows

You can set up QuickBooks to display one window at a time (on the View menu, choose One
Window). If you do that, each window you open appears in front of the other open windows.

If you want to keep windows open to make them easy to access or you need to compare values between
two windows, you can tell QuickBooks to display multiple windows (on the View menu, choose
Multiple Windows). Multiple windows in QuickBooks work like windows in other programs. Click a
window to bring it to the front. Click the buttons at the window’s upper right to minimize, maximize,
or close it. Drag the title bar to reposition it. Drag its edges or corners to resize it.

Whether you use one window or multiple windows, you can switch between windows from the menu
bar (choose Window, and then choose the name of the window you want to look at). You can also
click Open Windows in the middle section of the icon bar, and then click the window you want.

Introducing QuickBooks Transactions

In QuickBooks, transactions document your financial activities: buying and selling products and
services, paying bills, invoicing customers, depositing payments, writing checks, and so on. This
section provides a brief introduction to the QuickBooks features you use to record transactions. You'll
learn how to record different types of transactions in the remaining chapters of this book.

Transaction Forms

QuickBooks forms look much like their corresponding paper forms. Here’s an example of the form
you use to record a bill from a vendor (Figure 1-17).
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Figure 1-17 The Enter Bills Window
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Computer Practice
Follow these steps to explore this form:
1. On the Home Page, click Enter Bills.

2. In the Enter Bills window, click the left arrow at the window’s top-left corner to display the
previous bill that was entered.

Click the down arrow in the Vendor box to display the vendor drop-down list.

3

4. Click the calendar icon next to the Date box to view the calendar.

5. If you make any changes to the bill, click Revert to undo those changes.
6

Close the Enter Bills window.

When you record a transaction in a QuickBooks transaction window, the program does the accounting
for you in the background. For example, when you record a bill, QuickBooks updates your accounts
payable account to show how much you owe the vendor. Then when you pay the bill, QuickBooks
reduces the amount in the accounts payable account and vendor balance to reflect the payment you
made. It increases the appropriate expense account to show what you spent money on.

Tip: On the transaction window’s right, the History section provides a summary of recent
activity related to this vendor or customer. For example, click the link shown in blue

text to the right of the Open balance label to see the transactions that contribute to your
open balance with the vendor. In the Recent Transactions list, click the blue link to open
the transaction in its corresponding transaction window.

Lists

QuickBooks lists can help you work quickly and accurately. By picking from lists instead of typing,
you can enter values quickly and consistently. And when you fill in fields when you create a customer,
vendor, employee, or other record, QuickBooks automatically pulls that information into the
transactions you create. For example, when you choose a vendor in the Enter Bills window, the program
fills in the name, address, payment terms, and other values from the vendor record (as shown in Figure

1-17).

Some lists appear on the Lists menu, such as the Chart of Accounts List, ltem List, Terms List, and Price
Level List. To open a list window for one of these lists, on the Lists menu, choose the list you want. (A
few lists are one level deeper. To open these lists, on the Lists menu, choose Customer & Veendor Profile
Lists, and then choose the list you want.) The Customer & Job List, Vendor List, and Employee List
appear in their respective centers (see page 15).

Accounts

Accounts come in various types to track your business finances: what you earn, what you spend, how
much you owe to others, how much others owe you, and so on. The chart of accounts is a list of all the
accounts you use to categorize your finances.

The Chart of Accounts is initially sorted by account number if you turn on account numbers (see
Figure 1-18). Typical account numbering groups different types of accounts within number ranges.
The Balance Total column shows balances for accounts that appear on the Balance Sheet: asset, liability,
and equity accounts (except for Retained Earnings).
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10100 ¢

¢ 10300 - Savings

+ 10400 - Pefty Cash Bank &00.00
« 11000 - Accounts Receivahle Accounts Receivahle 93,007.93
¢ 12000 - Undeposited Funds Other CurrentAsset 2,440.00
+ 12100 - Inventory Asset Other CurrentAsset 30,683.38
+ 12800 - Employee Advances Cther CurrentAsset 832.00
13100 - Pre-paid Insurance Other CurrentAsset 4,050.00
+ 13400 - Retainage Receivahle Other CurrentAsset 3,703.02
+ 15000 - Furniture and Equipment FixedAsset 34 326.00
¢« 18100 - Vehicles FixedAsset T8,936.91
¢ 15200 - Buildings and Improvements Fixed Asset 325,000.00
+ 15300 - Canstruction Equipment Fixed Asset 15,300.00
+ 16900 - Land Fixed Asset 90,000.00
< 17000 - Accumulated Depreciation FixedAsset -110,244.60
¢ 18700 - Security Deposits OtherAsset 1,720.00
+ 20000 - Accounts Payable Accounts Payable 26,636.92
+ 20600 - QuickBooks Credit Card £ Credit Card 94.20
» 20600 - Cal0il Credit Card Credit Card 382.62
+ Subcontracted Federal WWH Other Current Liability 0.00

v
Account ¥ | Activities ¥ Reports ¥ | Attach Include inactive

Figure 1-18 The Chart of Accounts

Items

QuickBooks items help you track what you buy and sell. You also create items for other things you add
to sales forms, like discounts, shipping charges, and subtotals. If you use QuickBooks sales transactions
like invoices and sales receipts, you have to create items. The only way you can fill in an invoice or sales
receipt in QuickBooks is by adding items to the transaction. Because every business is different, you
can create items for the products and services you sell.

Items link what you buy and sell with the accounts in your chart of accounts. QuickBooks uses those
links to automatically create accounting entries to go with the transactions you record. When you
create an item, you tell QuickBooks all about it: what the item is, what you pay for it, the price you sell
it for, and the accounts you use to track the corresponding income, expense, and so on. For example,
in the /tem List shown in Figure 1-19, the Cabinet Pulls item is linked to the Materials Income account
in the Chart of Accounts. Whenever you add that item to an invoice, QuickBooks increases the value
in the Materials Income account by the amount of the sale.

Items also make it easy to analyze your business in different ways. You can set up items to track income
and expenses to the level of detail you want.
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Figure 1-19 The Item List

Computer Practice

1. To open the /tem List, on the Home Page, click Item & Services in the Company section. Alterna-

tively, on the Lists menu, choose /tem List.

2. To edit the Cabinet Pulls item, double-click it.

3. In the Edit item window (Figure 1-20), click the down arrow in the Income Account field. This

item is linked to the Materials Income account.

4. Close the Edit Item and ltem List windows.
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Figure 1-20 The Edit Item Window
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Registers

Asset, liability, and equity accounts have registers that work just like the paper checkbook register you
use to track the checks you write and deposits you make. When you open the QuickBooks register for
an account, you see all the transactions for that account, like the Accounts Receivable register shown in
Figure 1-21.

This register shows information about customer invoices: the invoice date, the date it’s due, the
customer name, and the amount. It also shows payments you've received against your invoices and any
other transactions that affect the amount customers owe.

11000

= Go ta... | E] Print... | [E2 Edit Transaction E QuickReport
DATE MUMBER CUSTOMER ITEM ATy RATE AMT CHRG AMT PAID
TYPE DESCRIPTION CLASS BILLED DATE DLUE DATE
12182018 Abercrombie, K 7.633.28 A
PMT
12(15/2018 1087  Rohson, Darcil 12,420.88
I 121 8/2019
12182018 1098 Cook, Brian:kit 1,636.69
1My 0151452020
12182018 42000 Matiello, Ernest 13,560.39
FMT
AR & | Mumber |Customer = | ltem > | Gty Rate Amt Chrg ll
Description Cl. = ] H |y
1-Line Show open balance ENDING BAL ANCE 93,007.93
sortby  Date, Type, MumberRef - Restore

Figure 1-21 The Accounts Receivable Register

Computer Practice

1. On the Home Page, click Chart of Accounts (in the Company section).

2. To open the Accounts Receivable account register, double-click it in the account list.
3. Close the register window by clicking the X at the top-right corner.
4

In the Charts of Accounts list, scroll down to the Income accounts. Double-click the Design

Income account. Because this is not a balance sheet account, QuickBooks displays a report
(Figure 1-22).

5. Close the report window and the Chart of Accounts window.
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Figure 1-22 QuickReport for the Design Income Account

QuickBooks Help and Support

QuickBooks provides help and support in several ways. QuickBooks Help is available on your
computer, but it also connects to the Internet. When you open the Help window, QuickBooks displays
help topics based on what you did in the program recently. You can also type questions or keywords,
and QuickBooks will search for relevant answers within Help and the Intuit Community.

Note: Intuit Community is Intuit’s QuickBooks community message board. You can ask
a question, and the program looks for answers from other QuickBooks users. If none of
the answers solve your problem, you can post your question to the community. (As you
learn more about QuickBooks, you can post your answers to other people’s questions.)

QuickBooks Help includes explanations of concepts and how to apply QuickBooks to your business
situation. It also includes step-by-step instructions for performing tasks.

To access QuickBooks Help, you can use any of the following methods:

*  Dress the F1 key on your keyboard.

e From the Help menu, choose QuickBooks Help.

* In the search box at the top of the left icon bar, type a search value, click the down arrow,
choose Help in the drop-down list, and then click the magnifying glass icon.

questions.

Tip: You can also use your favorite Internet search engine to look for answers to your

Chapter 1: Introducing QuickBooks

23



A Brief Introduction to Accounting

Quick Start Center

'The Quick Start Center (on the Help menu, choose Quick Start Center) includes a few of the most
commonly used QuickBooks features, so you can get up and running quickly. The Track money in
section on the left has icons for creating invoices, entering sales receipts, and viewing customers. The
Track money out section on the right has icons for entering bills, writing checks, viewing the check
register, and viewing vendors.

QuickBooks Learning Center

If you like to see how things work, the QuickBooks Learning Center offers interactive video tutorials for
common business situations, such as adding customers, adding products and services you sell, creating
an invoice, entering and paying bills, and so on. If the Learning Center doesn’t open when you launch
QuickBooks, on the Help menu, choose Learning Center Tutorials.

Certified QuickBooks ProAdvisors

If you want help from an expert, consider hiring a Certified QuickBooks ProAdvisor. These people are
independent accountants, bookkeepers, consultants, and trainers who have passed tests demonstrating
their proficiency in QuickBooks. To find a Certified ProAdvisor, on the Help menu, choose Find a
Local QuickBooks Expert.

A Brief Introduction to Accounting

You can use QuickBooks even if you don’t have an accounting background. However, understanding
accounting basics and common business terminology has several advantages: learning QuickBooks will
go a lot faster; you'll be more productive working in QuickBooks; your books will be more accurate;
and you’ll be able to manage your business more effectively.

What Accounting Does

Accounting comprises recording transactions and classifying financial results so you can produce
reports that accurately convey an organization’s financial state: is the company making or losing
money, and by how much? Accounting reports help company management, investors, creditors,

and government agencies assess the company’s financial health. The key to these assessments is the
relationship between assets (what the company owns), liabilities (its debts), and the difference between
them (called equity or net worth).

The equation that defines this relationship (called the Accounting Equation) is:

Assets — Liabilities = Equity

Note: The Balance Sheet report (which you'll learn about in a moment) gets its name
from this equation, because assets, liabilities, and equity must remain in balance.

24 Chapter 1: Introducing QuickBooks



A Brief Introduction to Accounting

Understanding Accounts

In accounting, you track money with accounts, just like you keep track of your ready cash, savings, and
retirement funds in your checking, saving, and IRA accounts at financial institutions. The difference is
that accounting uses several types of accounts to track different types of income, expense, assets, and
liabilities. The chart of accounts is a list of all the accounts you use to categorize your finances.

Accounts come in two primary categories:

* Balance sheet accounts, such as checking, accounts receivable, and fixed asset, get their
name because these accounts have balances, like the balance in your personal checking
account.

*  Accounts without balances, such as income and expense accounts, are used to categorize
money for reporting purposes, like the reports you might get from your bank showing the
interest you earned during the year.

QuickBooks has account types for all the standard account types used in accounting. The following
sections provide a quick introduction to the different account types used in accounting and what they
represent:

Assets

Asset accounts track what you own and what other people owe you. The following are the asset
account types used in accounting:

*  Bank: Accounts held at a financial institution, such as checking, savings, or money market.
*  Accounts Receivable: This is the money that your customers owe you, such as open invoices.

*  Other Current Asset: This type represents assets that you'll use (or convert to cash) within
12 months, such as prepaid expenses or an asset you're planning to sell.

*  Fixed Asset: These are assets that depreciate, like equipment or buildings.

*  Other Asset: If an asset doesn't fall into the other current asset or fixed asset category, it’s an
other asset.

Liabilities
Liabilities are what your company owes to others. The following are the liability account types used in
accounting:

*  Accounts Payable: This represents money you owe, such as what you owe to vendors.
*  Credit Card: This is simply an account type for your real-world credit card accounts.
*  Other Current Liability: Money you owe in the next 12 months, such as sales tax.

*  Long Term Liability: Money you owe after the next 12 months, like mortgage payments.
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A Brief Introduction to Accounting

Equity
As the Accounting Equation shows, equity is the difference between what you own (your assets) and

what you owe (your liabilities). In other words, if you sold all your assets today and used that money to
settle your liabilities, the leftover money is your equity.

Equity comes from three sources:
*  Money invested in the company by its owners
*  Net profit from operating the business during the current accounting period

*  Retained earnings, or net profits, from earlier periods that haven’t been distributed to the
owners

Owners can withdraw money from the company, called owners’ draws or shareholders™ distributions,
depending on the type of company. These withdrawals reduce the equity in the company.

Accounts without balances

Income and expense accounts track money you earn or spend over a specific time frame, such as
month, quarter, or year. These accounts appear in the Profit and Loss report (also known as an Income
Statement). The following are the account types used in accounting that don’t have balances:

* Income: This type of account tracks revenue you generate from your primary business, such
as performing services or selling products.

*  Cost of Goods Sold: The cost of products and materials originally held in inventory that you
have sold. This type of account can also represent other costs related to sales, such as money
you pay subcontractors to perform work for your customers.

*  Expense: Money you spend running your business.

*  Other Income: Income that comes from sources other than your primary business opera-
tions, such as interest income.

*  Other Expense: Money you pay for things outside of your primary business operations, like
interest you pay.

*  Non-posting Account: QuickBooks non-posting accounts don’t have balances and the totals
in them don’t appear on reports. These accounts come into play for money that you haven't
earned or spent yet, such as estimates you've provided to customers or purchase orders you've
issued to vendors.

Double-Entry Accounting

Double-entry accounting is the name for tracking where money comes from and where it goes to in
every transaction in your company records. Each account in the chart of accounts has transactions
that increase its balance and other transactions that decrease its balance. At the same time, in each
transaction, money comes from one or more accounts and that money moves into one or more
accounts. These two transaction components are called debit and crediz. For example, when you
record a bill for services you receive from a vendor, the bill adds a debit to an expense account (which
increases its balance) and a credit to the Accounts Payable account (a liability account, so it increases
what you owe), as shown in (Figure 1-23). Debits and credits have different effects on different types
of accounts, as Table 1-1 shows. Debits and credits aren’t inherently bad or good. They simply increase
or decrease balances to make double-entry accounting work. With double-entry accounting, the total
debits in a transaction must equal the total credits.
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Figure 1-23 Transaction Debits and Credits

Note: To view a transaction’s debits and credits, open the transaction in its transaction
window. Then, on the Reports menu, choose Transaction Journal (Figure 1-23).

Account Type Debit Credit
Asset Increases balance Decreases balance
Liability Decreases balance Increases balance
Equity Decreases balance Increases balance
Income Decreases balance Increases balance
Expense Increases balance Decreases balance

Table 1-1 Debits and Credits

Cash versus Accrual Accounting

Companies can choose between two methods for tracking income and expenses: cash basis and accrual
basis. In cash basis accounting, income and expenses aren’t recognized until cash changes hands. For
example, with cash basis accounting, you don't recognize income until you receive a payment, and you
don’t recognize expenses until you pay bills.

Accrual basis accounting uses a concept known as the matching principle, because it matches income
with the corresponding expenses. With this method, income and expenses are recognized in the period
in which transactions occur, not when money changes hands. For example, you recognize income
when you record an invoice, not when you receive payment for the invoice. You recognize expenses
when you enter a bill, not when you pay it. Accrual basis accounting provides a more accurate view of
profitability because income and its corresponding expenses are associated with the same period.

Note: IRS regulations prohibit some organizations from using the cash basis method of
accounting. Check with your tax accountant to determine whether you should use cash
basis or accrual basis accounting.
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Review Questions and Exercises

Financial Reports

Three financial reports are the mainstay for viewing and evaluating company financial performance:
the income statement (also known as the Profit & Loss report), the balance sheet, and the statement of
cash flows.

The income statement, called a Profit & Loss report in QuickBooks, shows your income and
expenses over a period of time. The name, Profit & Loss, is appropriate because this report
also shows the difference between income and expenses, called net income, which represents
your profit or loss for that period. When net income is positive (income exceeds expenses), it
increases the equity in the company. A net loss, on the other hand, decreases the equity. For
that reason, income and expense accounts indirectly affect company equity.

The balance sheet represents a snapshot of the account equation: assets minus liabilities equals
equity.

The statement of cash flows shows the true amount of cash you have. The statement of cash
flows removes noncash transactions, such as depreciation, from the picture. It categorizes
cash in three ways: money earned or spent operating the business, investing in the company,
or financing (such as debt or selling shares of stock).

Review Questions and Exercises

Select the best answer(s) for each of the following:

1.

QuickBooks can help you track:

a)
b)
Q)
d)
e)

Job costs

What customers owe
Payroll

Personal finances

All of the above

Which of the following statements is true?

a)
b)
<)
d)

A debit decreases a liability account balance.
Equity decreases if liabilities increase.
In a transaction, the total debits must equal the total credits.

A credit increases an asset account balance.

The equation that governs accounting is:

a)
b)
<)
d)

Net income = Income - expenses
Assets + Liabilities = Equity
Assets — Liabilities = Equity
Assets = Liabilities — Equity
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4. Using cash basic accounting:
a) Income is not recorded until the customer pays the invoice.
b) Income and expenses are recognized when transactions are created.
¢) Income is recorded when you create an invoice.
d) An expense is recorded when you pay a bill.
5.  Which methods can you use to open transaction windows?
a) The menu bar
b) The Home Page
c¢) 'The icon bar
d) QuickBooks Centers
e) All of the above
6. Which features help you view income?
a) Income Tracker
b) Company Snapshot
c¢) The Customer Center
d) The Vendor Center
e) The Insights tab in the Home Page window

Introduction Exercise 1

Restore the sample file, sample_product-based business 2015 (Portable). QBM. (Or, if you are using
QuickBooks 2014, restore sample_product-based business 2014 (Portable). QBM.)

1. Open the Customer Center by clicking Customers in the icon bar.
a) What is the name of the first customer listed in the Customers & Jobs list?
b) What is Robert Allard’s total balance?

c) Click Brian Cook’s 2™ story addition job. On the Transactions tab in the bottom-right panel,
click the Show down arrow and choose All Transactions. Click the Date dropdown list down
arrow and choose All. How many transactions are there and what types are they?

d) Close the Customer Center.

2. On the Home Page, click Enter Bills.

a) At the upper-left corner of the Enter Bills window, click the previous button. What is the
name of the vendor for the bill that appears?

b) What is the amount due?
c¢)  What is the bill for?
d) Close the Enter Bills window.
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Introduction Exercise 2 (Advanced)

On the Lists menu, choose Chart of Accounts to display the Chart of Accounts window.
a) What type of account is the Checking Account?

b) How many other accounts are that same type?

c¢) What is the Balance Total for the Accounts Receivable account?

d) What is the Balance Total for the Design Income account?

e) Close the Chart of Accounts window.

Introduction Exercise 2 (Advanced)

Restore the sample file, sample_product-based business 2015 (Portable). QBM. (Or, if you are using
QuickBooks 2014, restore sample_product-based business 2014 (Portable). QBM.)

1.

On the Home Page, click the Customers button to open the Customer Center.

a) Click the Transactions tab on the left side of the window and then choose Sales Receipts.
How many sales receipts are there for This Fiscal Year?

b) What is the total amount of those sales receipts?

c) Click the Date down arrow above the transaction table and choose This Fiscal Quarter. How
many sales receipts are there and what is the total for those?

d) Close the Customer Center.
On the Vendors menu, choose Vendor Center to open the Vendor Center.

a) Double-click C.U. Electric to open the Edit Vendor window. What is the main phone num-
ber and address?

b) Close the Edit Vendor window.

c) What is the amount of earliest open bill for Daigle Lighting?

d) Close the Vendor Center.

On the Home Page, click Chart of Accounts icon to open the Chart of Accounts window.
a) What type of account is the Construction Equipment Account?

b) How many accounts of type Bank are in the Chart of Accounts?

¢) How many accounts of type Fixed Asset are in the Chart of Accounts?

In the Chart of Accounts window, double-click the Checking account to open the Checking ac-
count register window.

a) Who was the payee for the bill payment on 12/11/2018?

b) What was the amount of the payment?

c¢) What was the check number?

d) Which vendor was paid by the last bill payment in the register?
e) What is the amount of the last bill payment in the register?

f) Close the Checking account register and Chart of Accounts windows.
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Introduction Exercise 2 (Advanced)

On the Home Page, click Enter Bills, and then follow these steps:

a) In the Pay to the Order of field, choose McClain Appliances.

b) In the Amount Due field, type 80.00.

c) What is the city displayed in the Address field for McClain Appliances?
f) Click Clear, and then close the Enter Bills window.

In the icon bar, click /nvoice. In the Create Invoices window, click the Previous arrow at the top-
left corner of the window.

a) What is the invoice number?
b) How many items appear in the invoice table?
c¢) Close the Create Invoices window.

On the Lists menu, choose Chart of Accounts. In the Chart of Accounts window, double-click
Accounts Receivable.

a) What is the ending balance in the account?

b) Who was the customer on the last transaction in the register?

c) Close the register and the Chart of Accounts windows.

On the Home Page, click Check Register (in the Banking section).

a) In the Use Register dialog box, choose 10400 — Petty Cash, and then click OK.
b) What is the ending balance in the register?

c) Close the Petty Cash register window.

In the icon bar, click /ncome Tracker.

a) What is the total for open invoices?

b) What is the total for unbilled time and expenses?

c) Click the Open Invoices box at the top of the window. Who is the customer for the first
invoice in the list?

d) Close the Income Tracker window.

10. Close the company file.
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