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 Introduction 
 

Welcome 
Welcome to Mastering QuickBooks for Accountants Level 2. The focus of this training is using 
QuickBooks to its fullest potential, and getting what your clients need from QuickBooks. 

Goals/Learning Objectives 

1) Learn advanced features and capabilities to help your clients be more productive 

2) Solve clients’ difficult problems or errors 

3) Apply workarounds to handle clients’ tricky transactions 

4) Learn tricks and tips that can save you and your clients’ time 

5) Gain insight into QuickBooks functionality to avoid unexpected results 

6) Learn how best to set up QuickBooks for your clients 

7) Learn advanced reporting techniques to access the information clients need 

About Intuit 
Intuit Inc. is a leading provider of business and financial management solutions for small 
businesses, consumers and accounting professionals. Its flagship products and services, including 
QuickBooks®, Quicken® and TurboTax® software, simplify small business management and 
payroll processing, personal finance, and tax preparation and filing. ProSeries® and Lacerte® are 
Intuit's leading tax preparation software suites for professional accountants. For more information, 
visit www.intuit.com on the internet. 

About Real World Training 
Real World Training was founded in 1992 by David J. O'Brien, CPA. Initially the company 
provided one-on-one accounting software training to small businesses. In 1994, the company began 
focusing exclusively on QuickBooks and began offering training courses on the program. In 1996, 
Real World Training developed the Mastering QuickBooks seminar. Since that time, Real World 
Training has taught over 1,000,000 students how to master QuickBooks for their business. For 
more information on Real World Training or to see seminar schedules online, visit 
www.realworldtraining.com on the internet. 
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 Intuit Resources 
 

Intuit 
The QuickBooks website is located at quickbooks.intuit.com. This website has resources to help you 
better use QuickBooks. You will find information on Intuit’s technical support options. You can find 
Certified ProAdvisors in your area, or learn how to become a Certified ProAdvisor. 

The website offers other Intuit products and services that integrate with QuickBooks. You can find 
information on merchant credit card accounts, payroll services, checks and forms, and other 
products/services. 

The website also includes various small business resources. This includes links to other websites of 
particular interest to the QuickBooks user.  

Intuit Business Services 
Intuit has formed strategic partnerships with other companies to offer you helpful resources for 
running your business. This helps you take advantage of emerging technologies usually reserved 
for larger companies. 

  Access QuickBooks Products and Services 
1) Select Help:Add QuickBooks Services from the menu. 

 

Intuit products and services are optional and may require internet access, sign-up and/or application 
approval, and other service fees, terms and conditions. Occasionally, Intuit may decide to update their 
selection and change certain product and service offerings. See quickbooks.intuit.com for the latest 
information, including pricing and availability, of QuickBooks products and services. 
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Certified QuickBooks ProAdvisor(SM) Program 
Certified QuickBooks ProAdvisors are accounting professionals and computer consultants who 
work with small businesses using QuickBooks. They offer guidance on anything from installing 
QuickBooks to more advanced features such as customizing the program. Become a member of 
this program and receive several benefits, including: 

1) Client referrals from Intuit through the advisor referral database 

2) QuickBooks ProAdvisor Certification courses and eligibility for CPE credits 

3) Automatic upgrade to the latest version of QuickBooks  

4) Unlimited priority technical support 

5) Ability to provide special pricing to clients on QuickBooks products 

6) Access to special QuickBooks materials including QuickBooks Reference Guide, 
QuickBooks Training guide, critical alerts, monthly newsletters, and online 
forums. 

Intuit also has a QuickBooks Affiliates program. Through this program, you can earn commissions 
by offering QuickBooks products and services to your customers. Anyone can apply to the program, 
as long as you have a website and an interest in assisting small businesses. More information about 
the Certified ProAdvisor and Affiliate programs can be found at accountant.intuit.com. 
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 Editions of QuickBooks 
 

There are several editions of QuickBooks: QuickBooks Online, QuickBooks for Mac, QuickBooks 
Pro, QuickBooks Premier, and QuickBooks Enterprise Solutions.  
Each edition includes basic features such as check writing, paying bills, entering sales and making 
deposits, and additional features and capabilities to support your growing business.  
As an additional benefit, QuickBooks Pro, Premier, and Enterprise Solutions share a common look 
and feel. QuickBooks Premier and QuickBooks Enterprise Solutions are also available in industry-
specific editions.  
Your most important decision is whether to use online software or desktop software. 

QuickBooks Editions 

QuickBooks Online  

QuickBooks for Mac 

QuickBooks Pro 

QuickBooks Premier 

QuickBooks Enterprise Solutions 

Industry-Specific Editions 



Introduction & Product Overview-Chapter 1 

6 

 

 What QuickBooks Doesn’t Do 
 

QuickBooks might not be the best solution for some situations. These include the following: 

1) Businesses with transaction levels too high for QuickBooks. 

2) Companies that require more than five users simultaneously accessing company data 
files. QuickBooks Enterprise Solutions allows up to 30 concurrent users. 

3) Businesses that need lists larger than the limits shown in the following table. 

List Name 
Pro & 

Premier 
Enterprise 

Only 

Customers & Jobs 14,500  Unlimited* 

Vendors 14,500  Unlimited* 

Employees 14,500  Unlimited* 

Other Names List 14,500  Unlimited* 

Chart of accounts 10,000 100,000 

Items-including inventory items 14,500  Unlimited* 

Sales reps 10,000 10,000 

Price levels 100 100 

Sales tax codes 10,000 10,000 

Job types 10,000 10,000 

Vendor types 10,000 100,000 

Customer types 10,000 100,000 

Payroll items 10,000 10,000 

Classes 10,000 100,000 

A/R terms & A/P terms (added together) 10,000 29,000 

Payment methods 10,000 10,000 

Shipping methods 10,000 10,000 

Customer messages 10,000 100,000 

To do's 10,000 100,000 

Memorized transactions 14,500 50,000 

Memorized reports 14,500 29,000 

*Performance testing was conducted at 100,000 list entries. You may see performance 
degradation as you add more than 100,000 items, customers or vendors. 
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 Should I Start Over? 
 

You may want to start a new file if your current file is too large, or if there are too many errors in 
the file. Starting over allows you to correct past mistakes, and set the file up correctly based on a 
better understanding of QuickBooks. Before you start over, here are some questions to consider: 

1) Would fixing your current file be better than starting a new file? 

2) How much time can you invest in setting up your file correctly? 

3) Would starting over provide additional information you would use? 

4) Can you wait until the end of the current financial period to start over?  
(This is the best time to start over) 

Remove All Transactions from a Company File 
What if you already use QuickBooks and wish to start over? QuickBooks has a feature that makes this 
easier. The feature removes all transactions from an existing file. This option leaves lists, preferences, 
and service subscriptions in the file. However, all balances are removed. You must enter opening 
balances for accounts, customers, vendors, and inventory. Removing transactions is not allowed if 
payroll transactions exist in the current year. QuickBooks creates an archive copy of your data file 
before removing the transactions. Open this archive file if you need to access any of the removed 
transactions. 

  Remove All Transactions from a Company File 
1) Select File:Utilities:Condense Data from the menu. 

2) Click Yes in the Budget Data May Be Affected window (if applicable). 

3) Click the All transactions button. 

4) Click the Next button. 

5) Click Yes in the Condense Data window. 

6) Click the Begin Cleanup button. 
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 Setup Order 
 

Follow the correct order to ensure the new file is set up correctly.  

1) Express Start/Advanced Setup/From an existing company file  
Use one of these tools to create your company file. Enter company information, 
customize QuickBooks for your business, set up your chart of accounts, and 
password protect your company file. 

2) QuickBooks Setup 
This walks you through the process of setting up names, products and services, 
and bank accounts 

3) Complete & Modify Lists 
This could include importing lists from your old file. This is covered in Chapter 13. 

4) Enter Opening Balances 
Enter bank account balances through the EasyStep Interview. There are multiple 
ways to enter the rest of your opening balances. These are discussed later in the 
chapter. 

5) Payroll Setup 

6) Enter History 
Enter transactions that have occurred from the start date to the current date. 

7) Check Setup  

8) Customize the File 

 Customize Home Page 

 Set Preferences 

 Add Custom Fields 

 Customize Forms 
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Suggestions for New Start 
The ideal start date is the beginning of a financial year. If this is not realistic, the beginning of a 
financial period (such as a month or quarter) is the next best option. Ideally, you should have an 
accurate balance sheet dated on the previous day. 

Proper planning eases the transition to a new QuickBooks file. When starting a new file, follow 
these recommendations. 

1) Gather necessary information  

2) If you import lists, delete unnecessary entries in the new file 

3) Practice with QuickBooks by entering transaction history (entering history is 
covered later in this chapter). 

4) If possible, enter transactions in your new file AND your old file (or other 
accounting system) to ensure data is being entered correctly (i.e. run parallel 
systems) 

5) If you don’t have an accounting background, consider hiring an accounting 
professional or consultant. 

Starting a New File 
It is important to have a number of items ready before you set up a new QuickBooks company file. 
Your accountant can provide valuable assistance in gathering this information.  

Company information 
QuickBooks needs basic information such as company name, address, and tax IDs. 

Bank account balances 
Look at recent bank statements and in company checkbooks for the current balances. 

Sales taxes due 
If your business collects sales taxes, you need to know how much sales taxes were due as 
of the start date. After the start date, QuickBooks calculates the sales tax for you. 

Inventory quantities and value 
QuickBooks needs starting information for inventory such as quantities on hand and value. 

How much customers owe you 
You should know how much each customer owes you. 

How much you owe vendors 
A vendor is someone from whom you purchase goods or services. You should know how 
much you owe each vendor. 

Chart of accounts 
If you have a current chart of accounts, you will need this for the set up process. 

An accountant can provide valuable assistance during the setup process. 
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 Express Start 
 

The Express Start is the quickest and easiest way to set up your company file. Just answer some basic 
questions about your business to create your company file. 

  Start Express Start 
1) Select File:New Company from the menu. 

2) Click the Express Start button. 

3) Enter appropriate information into the windows displayed by QuickBooks. 
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 Complete Your Setup 
 

After the Detailed Start, use QuickBooks Setup to set up your customers, vendors, employees, items, 
and bank accounts. Then, use the Quick Start Center to start common tasks and review helpful tips to 
get the most out of QuickBooks. 

  Complete Setup 
1) When you finish the Detailed Start, QuickBooks opens the QuickBooks 

Setup window. 

2) Click the Add button to enter customers, vendors, employees, items, and 
bank accounts. 

3) Click Start Working to begin using QuickBooks. 

QuickBooks Setup  

 

Add the People You Do Business With 
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Add the Products and Services You Sell 

 

Add Your Bank Accounts 
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 Detailed Start 
 

The Detailed Start walks you through the process of setting up a QuickBooks company. The tool 
simplifies the process of making important start-up decisions and customizing various elements of 
QuickBooks for your business. 

  Start the EasyStep Interview 
1) Select File:New Company from the menu. 

2) Click the Detailed Start button. 

3) Enter appropriate information on each window of the interview. 

Get Started 
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Enter Company Information 

 

Select Your Industry  
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 Enter Opening Balances 
 

You must enter opening balances if you want accurate financial statements. You can enter most 
opening balances with a journal entry. However, several accounts require special attention. These 
accounts are shown in this section. 

General Journal Entry 
Use a Journal Entry to enter most opening balances. Use Opening Balance Equity to “balance” this 
entry. You adjust Opening Balance Equity later in this chapter. 

 

Bank Accounts 
During QuickBooks Setup, QuickBooks asks for the last bank statement balance. It does not ask 
for the book balance on the balance sheet. Convert the bank’s balance to the book balance by 
entering the outstanding transactions into the checking account. Entering outstanding bank 
transactions is also necessary for your first bank reconciliation. However, do not use the original 
expense or income accounts used in those transactions. Use the Opening Balance Equity account 
instead. 
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Account Register (Enter Outstanding Transactions) 

 

Accounts Receivable 
There are 2 ways to enter beginning Accounts Receivable using forms. The appropriate method 
depends upon your requirements. 

1) Enter A/R without Invoice Detail 
Create an item linked to Opening Balance Equity. QuickBooks uses this account 
as the offset for each beginning balance entry. Build the Accounts Receivable 
detail by entering each outstanding invoice with the original date. Enter the 
invoice balance using the item linked to Opening Balance Equity. This enters the 
detail for Accounts Receivable without entering each invoice’s detail. 
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2) Enter A/R with Invoice Detail 
Build the Accounts Receivable detail by entering each outstanding invoice using 
the original date. Use items that are linked to the appropriate income accounts. 
Because the invoices will likely be dated in the prior year, the activity is included 
in beginning Retained Earnings. This enters the detail for Accounts Receivable 
and the individual invoice’s detail. 

Use this method if you are on the cash basis of accounting. The income is not 
recognized until the money is received. Therefore, enter the invoices using the 
appropriate items so the proper accounts are affected when payment is received. 

 

Accounts Payable 
There are 2 ways to enter beginning Accounts Payable using forms. The appropriate method 
depends on your requirements. 

1) Build the Accounts Payable detail by entering each outstanding bill using the 
original date. Use Opening Balance Equity as the expense account. 

2) Build the Accounts Payable detail by entering each outstanding bill using the 
original date. Use appropriate accounts, or items linked to the appropriate 
accounts. Because the bills will likely be dated in the prior year, the activity is 
included in beginning Retained Earnings.  

Use this method if you are on the cash basis of accounting. The expense is not 
recognized until the bill is paid. Therefore, enter the bills using the appropriate 
items or accounts so QuickBooks affects the correct accounts when you pay the 
bills. 
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Credit Cards 
Credit card account balances cannot be entered during QuickBooks Setup. Instead, enter your credit 
card opening balance using the account register or a journal entry which you learned earlier. Use the 
credit card statement balance as the opening balance. However, this creates the same reconciliation 
issue explained in the bank account section. The solution is the same. Enter the outstanding credit card 
charges and payments using the Opening Balance Equity account. 

 

Equity Accounts 
Equity is the last opening balance you should enter. Enter Equity balances with a journal entry. 
This journal entry should also transfer the Opening Balance Equity balance to the appropriate 
equity accounts. 
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 Payroll Setup 
 

The Payroll Setup interview streamlines payroll setup. Use QuickBooks Payroll Setup to enter all 
necessary payroll information and payroll related account opening balances. 

  Learn about Payroll Options 
1) Click the Turn on Payroll icon on the Home page.  

 

  Set Up Payroll  
1) Select Employees:Payroll Setup from the menu.  

2) Enter appropriate information in the QuickBooks Payroll Setup windows. 

3) Click Finish when complete. 
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 Enter History 
 

Your accounting records are not complete until the transactions from the start date to the current date 
are entered. There are two ways to enter the history. 

(A) Enter Individual Transactions 
A list of the historical transactions and the order they should be entered follows: 

1) Sales & Accounts Receivable History 

a) Invoices 

b) Statement Charges 

c) Sales Receipts 

d) Customer Credits/Returns 

e) Customer Payments 

f) Deposits of Customer Payments 

g) Sales Tax Payments 

2) Vendor & Accounts Payable History 

a) Bills 

b) Vendor Credits 

c) Bill Payments 

3) Payroll History 

a) Use the Year-to-Date Payrolls step of the QuickBooks Payroll Setup 
interview 

4) Bank & Credit Card History 

a) Checks (do not duplicate bill payments) 

b) Deposits (do not duplicate customer payments/deposits) 

c) Bank Fees and Transfers 

d) Credit Card Charges/Credits  

5) Reconcile Bank Accounts 

a) Reconcile each month to ensure greatest accuracy 

(B) Enter Summary Journal Entries  
Journal entries can be used to summarize transactions between the start date and the current date.  
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 Check Setup 
 

After you enter opening balances and history, test their accuracy by running several reports. 
Compare the reports to the supporting schedules or last year’s tax return. 

1) Use the Balance Sheet as of the day before your start date to verify beginning account 
balances. 

 

2) Use the Profit & Loss Statement for the periods since the start date to verify historical 
transactions. 

3) Use the Open Invoices report to verify accounts receivable detail as of the start date. 

4) Use the Unpaid Bills Detail report to verify accounts payable detail as of the start date. 

5) Use the Inventory Valuation Summary report to verify inventory. 

6) Use the Payroll Liabilities report to verify payroll liability detail as of the start date. 

7) Use the Payroll Summary report to check year-to-date payroll transactions. 
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Edit Beginning Balance/Start Date 
If you need to change either the beginning balance or the start date of an account, the easiest way to do 
so is through the account register. 

  Edit Beginning Account Balance 
1) Click the Chart of Accounts icon on Home page. 

2) Double-click on the appropriate account. 

3) Click the entry with the Memo entered as Account Opening Balance. 

4) Enter the new Date to change the account’s start date. 

5) Press Tab until the cursor is in the amount field. 

6) Enter the correct beginning balance. 

7) Click the Record button. 
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 Customize QuickBooks  
 

You should customize QuickBooks to suit your needs. During this chapter, you learn to 
customize preferences, the Icon Bar and custom fields. You also customize QuickBooks using 
account numbers and class tracking. 

(1) Preferences 
You turn features on and off with preferences. Some preferences are set automatically during the 
Advanced Setup, but you can change them at any time. Some preferences also change how 
QuickBooks looks. You change and set preferences during this chapter. 

(2) Icon Bar 
Use the Icon Bar to create shortcuts to activities you perform often. You learn to customize the Icon 
Bar during this chapter. 

(3) Custom Fields 
Create custom fields to track information specific to your business. You set up and use custom fields 
during this chapter. 

(4) Account Numbers 
Most people only use account numbers at the request of their accountant. You learn about account 
numbers during this chapter. 

(5) Class Tracking 
Classes provide a way to classify income and expense transactions. Use classes for departments, 
business offices or locations, separate properties, or whatever else is appropriate for your business. 
You learn about class tracking during this chapter. 
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 Preferences 
 

To learn more about a particular preference, open the appropriate preferences window and press 
the F1 key. QuickBooks displays a help window explaining each preference. 

  General Preferences (User) 
1) Select Edit:Preferences from the menu. 

2) Click the General icon in the list to the left. 

3) Change appropriate information in the Preferences window. 

4) Click OK. 

 

  Desktop View Preferences (Company) 
1) Select Edit:Preferences from the menu. 

2) Click the Desktop View icon in the list to the left. 

3) Change appropriate information in the Preferences window. 
4) Click OK. 
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  Checking Preferences (User) 
1) Select Edit:Preferences from the menu. 

2) Click the Checking icon in the list to the left. 

3) Change appropriate information in the Preferences window. 

4) Click OK. 

 

  Checking Preferences (Company) 
1) Select Edit:Preferences from the menu. 
2) Click the Checking icon in the list to the left. 
3) Click the Company Preferences tab. 
4) Change appropriate information in the Preferences window. 
5) Click OK. 
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 Customize Icon Bar 
 

  Customize Icon Bar 
1) Select View:Customize Icon Bar from the menu. 

2) Change appropriate information in the Customize Icon Bar window. 

3) Click OK. 

 

  Add Window to Icon Bar 
1) Display the window to be added to the Icon Bar. 
2) Select View:Add (Window Name) to Icon Bar from the menu.  

3) Change appropriate information in the Add Window to Icon Bar window. 

4) Click OK. 

Add Window to Icon Bar 

 

Customized Icon Bar 
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 Custom Fields 
 

QuickBooks lets you add up to 7 custom fields for customers, vendors, and employees. You can add 
up to five custom fields for items. The custom fields can then be added to reports and forms. 

  Define Custom Fields 
1) Display the Customer Center, Vendor Center or Employee Center. 
2) Edit or create a new entry. 

3) Click the Additional Info tab. 

4) Click the Define Fields button. 

5) Enter the custom fields and make the appropriate selections in the Set up 
Custom Fields for Names window. 

6) Click OK. 

7) Click OK. 

Set up Custom Fields for Names 

 

Enter Custom Field Information 
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 Custom Fields-Enterprise Solutions 
 

Enterprise Solutions has enhanced custom field capabilities, such as assigning a data type/format, 
creating a multiple choice list, and the option to require entry of the field on transactions and/or lists. 
These enhancements improve data entry accuracy and consistency. 

  Define Custom Fields 
1) Display the Customer Center, Vendor Center or Employee Center. 
2) Edit or create a new entry. 

3) Click the Additional Info tab. 

4) Click the Define Fields button. 

5) Enter the custom fields and make the appropriate selections in the Set up 
Custom Fields for Names window. 

6) Click OK. 

7) Click OK. 

Set up Custom Fields for Names 

 

Enter Custom Field Information 
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 Account Numbers 
 

  Turn On/Off Account Numbers 
1) Select Edit:Preferences from the menu. 

2) Click the Accounting icon in the list to the left. 

3) Click the Company Preferences tab. 

4) Click the box next to Use account numbers. 

5) Click OK. 

Accounting Preferences 

 

Edit Account 
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 Classes 
 

Classes provide a way to classify account balances. This allows you to generate profit & loss 
statements and balance sheets by class.  

Use classes for departments, business offices or locations, separate properties, or whatever else is 
appropriate for your business. This is much easier than setting up an extensive chart of accounts to 
provide the same information. 

  Turn On/Off Classes 
1) Select Edit:Preferences from the menu. 

2) Click the Accounting icon in the list to the left. 

3) Click the Company Preferences tab. 

4) Click the box next to Use class tracking. 

5) Click OK. 

 

  Add Class 
1) Select Lists:Class List from the menu. 

2) Click the Class button. 

3) Select New from the menu. 

4) Enter appropriate information in the New Class window. 

5) Click OK. 
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  Review the Balance Sheet by Class 
1) Select Reports:Company & Financial:Balance Sheet by Class from the menu. 

 

  Review the Profit & Loss Statement by Class 
1) Select Reports:Company & Financial:Profit & Loss by Class from the menu. 
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 Expenses vs. Items 
 

When entering a bill or check, you have the option of entering the line item as an Expense or Item. 
Use the Items tab in the following instances: 

1) The line item relates to the purchase of an Inventory Part. 

2) The cost relates directly to a job. Then, the cost appears in a meaningful fashion 
on job cost reports. 

Use the Expenses tab for all other transactions. 

Job Profitability Detail Report 

 

Bill Using Items 
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 Inventory Limitations 
 

There are certain situations where QuickBooks might not be the best solution for inventory.  
These include: 

1) Inventory consists of unique items 

2) You track inventory items by serial number 

3) Inventory consists of rental items 

4) Items sold are not owned (such as items held on consignment) 

5) You need to value inventory using LIFO or FIFO or another cost flow assumption 

Also, an important consideration when setting up items is how they are labeled in the list. When 
entering line items on a sales form, the Item Name/Number is entered. Name items so they are 
easily retrievable using Quick Fill. 
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 Other Uses for Inventory Adjustments 
 

Use inventory adjustments to change the on-hand quantities in QuickBooks to match the actual 
quantity on-hand. There are other situations when you need to adjust inventory quantities. For 
example, if you donate inventory, use inventory internally, or give away inventory as a promotion. 

  Adjust Inventory 
1) Click the Inventory Activities icon on the Home page. 

2) Click Adjust Quantity/Value On Hand. 

3) Click the Adjustment Type drop-down list and select Quantity. 

4) Enter appropriate information in the Adjust Quantity/Value on Hand window. 

5) Enter either the New Qty or Qty Difference in the window. 

6) Click Save & Close. 

Charitable Contribution 

 

Sales Promotion 
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Value Adjustments 
QuickBooks uses the average cost method for inventory. Adjust the average cost and inventory 
asset value by making a Value Adjustment. 

  Review an Inventory Valuation Detail 
1) Select Reports:Inventory:Inventory Valuation Detail from the menu. 

 

  Adjust Value of Inventory 
1) Click the Inventory Activities icon on the Home page. 

2) Click Adjust Quantity/Value On Hand. 

3) Click the Adjustment Type drop-down list and select Total Value. 

4) Enter appropriate information in the Adjust Quantity/Value on Hand window. 

5) Enter the correct New Value for the item. 

6) Enter remaining information in the Adjust Quantity/Value on Hand window. 

7) Click Save & Close. 
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 Group Items 
 

Group items are a group of items or services often sold together as a package. Group items 
speed data entry, and are a creative way to hide details on purchase and sales forms. 

Group 

 

Group Item on Invoice 
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 Inventory Assemblies 
 

Inventory assemblies are inventory items that you assemble from other inventory, non-inventory, 
service, other charge, and inventory assembly items and then sell. 

Inventory Assembly 
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 Building Inventory Assemblies 
 

  Display Reminders-Assembly Items to Build 
1) Select Company:Reminders from the menu.  

 

  Assemble Inventory 
1) Click the Inventory Activities icon on the Home page. 

2) Click Build Assemblies. 

3) Click the Build Assemblies icon on the Home page. 

4) Click the Assembly Item drop-down list and select the appropriate item to assemble. 

5) Enter an appropriate amount as the Quantity to Build. 

6) Click Build & Close. 
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 Group vs. Inventory Assemblies 
 

Differences Between Groups and Assemblies 
What are the differences between Group Items and Inventory Assemblies? 

1) Group items let you print the detail on an invoice…Inventory Assemblies do not. 

2) Inventory Assemblies appear on sales reports…Group Items do not. 

3) You can set a unique sales price for Inventory Assemblies. Group items calculate a price 
based on the sales prices of the individual items within the group. 

4) An inventory transaction occurs when you build Inventory Assemblies before the sale. The 
inventory transaction for a Group Item occurs when you sell the group. 
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 Units of Measure 
 

The Units of Measure feature is available in QuickBooks Premier and Enterprise Solutions. You 
should use multiple units of measure if you buy, stock, or sell items in different units or quantities. 
For example, you can purchase items by the case, track items by a single unit, and sell them by the 
pair or dozen.  

  Enable Units of Measure  
1) Select Edit:Preferences from the menu.  

2) Click the Items & Inventory icon. 

3) Click the Company Preferences tab. 

4) Click Enable below Unit of Measure. 

5) Click OK. 

 

  Set Up Units of Measure 
1) Click the Lists menu and select U/M Set List. 
2) Click the U/M Set button and select New. 

3) Select a Unit of Measure type and click Next. 
4) Select a Base Unit of Measure and click Next. 
5) Make selections in the Add Related Units window and click Next.  
6) Enter appropriate information in the Select Default Units of Measure window and 

click Next. 
7) Name the Unit of Measure Set and click Finish. 
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 Review 
 

Home Page 

 

Customer Center 
The customer center stores information about your customers and the jobs you perform for them. 
QuickBooks uses jobs to track income and expense by project. Some uses of jobs include: 

 A customer’s project for which you want to track revenue and expenses 

 In property management, the building or property might represent a customer 
and the individual tenants might represent the jobs 

 For schools that invoice tuition, the family can represent the customer and each 
child within the family can represent the job 

 If you invoice against purchase orders, each purchase order can be set up as a job 
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 Estimates 
 

Estimates allow you to enter projected costs and revenue for jobs. Also, you can quickly 
compare projected costs and revenue for a job to actual costs and revenue. 

Individual estimates can be e-mailed to customers, or you can batch them to send all at once.  

  Prepare Estimate 
1) Click the Estimates icon on the Home page. 

2) Click the Customer:Job drop-down list and select the appropriate customer or job. 

3) Enter appropriate information in the Create Estimates window. 

4) Click Save & Close. 
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 Invoice from Estimate 
 

An estimate for a job might have many line items. QuickBooks lets you convert an estimate into an 
invoice, and will copy the line items saving you time. 

  Invoice Based on Estimate 
1) Click the Create Invoices icon on the Home page. 

2) Click the Customer:Job drop-down list and select the appropriate customer or job. 

3) Select the appropriate estimate to invoice in the Available Estimates window. 

4) Click OK. 

5) If using Progress Invoicing, specify what to include on the invoice in the first window. 

6) Click OK. 

7) Enter appropriate information in the Specify Invoice Amounts for Items on 
Estimate window. 

8) Click OK. 

9) Enter or change information in the Create Invoices window. 

10) Click Save & Close. 

Select Available Estimates 

 

Progress Invoice Options 

 



Mastering QuickBooks Level 2 

49 

Amounts for Progress Invoice 

 

Progress Invoice (Print Later) 
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 Price Levels 
 

The Price Level List stores price levels for customers. A price level lets you automatically adjust 
certain customer’s sales price for inventory parts, inventory assemblies, non-inventory parts, and 
service items. QuickBooks has two types of price levels: Fixed % and Per Item. Fixed % price levels 
are used to increase or decrease the price of all items sold by a fixed percentage. Per Item price levels 
allow custom prices to be set for individual items. Per item price levels are only available in 
QuickBooks Premier and Enterprise Solutions. 

  Turn Price Levels On/Off 
1) Select Edit:Preferences from the menu. 

2) Click the Sales & Customers icon in the list to the left. 

3) Click the Company Preferences tab. 

4) Click the box next to Use price levels. 

5) Click OK. 

 

Fixed % Price Levels 
  Add Fixed % Price Level 

1) Select Lists:Price Level List from the menu. 

2) Click the Price Level button. 

3) Select New from the menu. 

4) Click the Price Level Type drop-down list and select Fixed %. 

5) Enter additional information in the New Price Level window, as appropriate. 

6) Click OK. 
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  Assign Price Level 
1) Click the Customers icon. 

2) Edit or create a customer on the list. 

3) Click the Payment Settings tab. 

4) Click the Price Level drop-down list and select the appropriate price level. 

5) Click OK. 

Assign Price Level 

 

Fixed % Price Level on Invoice 
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Per Item Price Levels 

  Add Per Item Price Level 
1) Select Lists:Price Level List from the menu. 

2) Click the Price Level button. 

3) Select New from the menu. 

4) Click the Price Level Type drop-down list and select Per Item. 

5) Enter additional information in the New Price Level window, as appropriate. 

6) Click OK. 

Per Item Price Level 

 

Per Item Price Level on Invoice 
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 Sales Orders 
 

QuickBooks Premier and QuickBooks Enterprise Solutions allow you to create Sales Orders. Use sales 
orders to enter backorders for inventory you do not have on hand. You can also use sales orders to 
record future sales of services or goods. Sales orders are non-posting, so they do not affect financial 
statements. 

Turn Sales Orders On/Off 

  Enable Sales Orders 
1) Select Edit:Preferences from the menu. 

2) Click the Sales & Customers icon in the list to the left. 

3) Click the Company Preferences tab. 

4) Click the box next to Enable Sales Orders. 

5) Click OK. 

Prepare Sales Order-Back Order 

  Create Sales Order 
1) Click the Sales Orders icon on the Home page. 

2) Click the Customer:Job drop-down list and select the appropriate customer or job. 

3) Enter remaining information in the Create Sales Orders window. 

4) Click Save & Close. 
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Invoice Sales Orders 
You can invoice a customer based on a sales order after receiving backordered parts. 
  Invoice Based on Sales Order 

1) Click the Create Invoices icon on the Home page. 

2) Click the Customer:Job drop-down list and select the appropriate customer or job. 

3) Select the appropriate sales order to invoice in the Available Sales Orders window. 

4) Click OK. 

5) Specify what to include on the invoice in the first window. 

6) Click OK. 

7) Enter appropriate information in the Specify Invoice Quantities for Items on 
Sales Order window (if applicable). 

8) Click OK. 

9) Enter or change appropriate information in the Create Invoices window.  

10) Click Save & Close. 
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 Sales Order Reports 
 

  Review an Open Sales Orders by Customer Report 
1) Select Reports:Sales:Open Sales Orders by Customer from the menu. 

 

  Review an Open Sales Orders by Item Report 
1) Select Reports:Sales:Open Sales Orders by Item from the menu. 
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 Batch Invoicing 
 

Batch invoicing makes it easy to invoice multiple customers for the same items or services. Before you 
create batch invoices, check your customer’s information to be sure you have selected the method the 
customer prefers to receive invoices (email or regular mail). If a customer prefers email, be sure there 
is an email address associated with that customer. 

  Create Batch Invoices 
1) Select Customers:Create Batch Invoices from the menu. 

2) Click OK. 

3) Select the customers to invoice. 

4) Click Next. 
5) Select the items to include on the invoices. 

6) Click Next. 
7) Click Create Invoices. 

8) In the Batch Invoice Summary window, select to Print or Email the invoices. 

9) Click Close. 

Create Batch Invoices 

 

Print or Email Batch Invoices 
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 Collections Center 
 

The Collections Center keeps track of almost due and overdue invoices to make it easier to send 
collections emails. When you send a collections email, QuickBooks attaches the overdue invoice to the 
email as a PDF. 

  Enable Collections Center 
1) Select Edit:Preferences. 

2) Click Sales & Customers. 

3) Check the box next to Enable Collections Center. 
4) Click OK. 

5) Click OK. 

  Send Collections E-mails 
1) In the Customer Center, click the Collections Center button. 

2) Click Select and Send Email. 
3) Check the box next to the customer’s invoices to email. 

4) (Optional) Make any edits to the email Subject or message. 

5) Click Send. 
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 Billable Costs 
 

QuickBooks offers a convenient way of invoicing based on your costs. 

  Invoice for Time & Costs 
1) Click the Create Invoices icon on the Home page. 

2) Click the Customer:Job drop-down list and select the appropriate customer or job. 

3) Click the Select the outstanding billable time and costs to add to this 
invoice? button. 

4) Click OK. 

5) Select the Time, Expenses, Mileage, and Items to invoice in the Choose 
Billable Time and Costs window. 

6) Enter the Markup Amount or % and Markup Account fields if necessary 
for billable expenses. 

7) Click OK. 

8) Enter remaining information in the Create Invoices window. 

9) Click Save & Close. 
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 Advanced Sales Tax 
 

Charging Multiple Sales Tax Rates 
If multiple sales taxes must be applied to different portions of a sale, the regular method for handling 
sales tax will not work. Instead, follow these procedures to charge multiple sales tax rates on the same 
invoice.  

  Charge Multiple Sales Tax Rates on Invoice 
1) Create a special Sales Tax Item with a rate of 0%. 

2) Use this 0% tax item in the tax field at the bottom of the invoice. 

3) When preparing an invoice, list the items taxed at an individual tax rate together 
on the invoice. 

4) After each list of taxable items, include a Subtotal item. 

5) On the line after each subtotal, include the applicable Sales Tax Item. The result 
is that all taxable items in the subtotal are taxed at the Sales Tax Item’s tax rate. 

6) Repeat steps 3) to 5) for each different sales tax rate you need to charge on the 
invoice. 

Zero % Sales Tax Item 
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Invoice Charging Multiple Sales Tax Rates 

 

Sales Taxes Paid Incorrectly 
What if sales tax was paid incorrectly? For instance, the Write Checks feature was used to pay 
sales tax, instead of the built-in Pay Sales Tax feature. Correcting this is a two-step process: 

1) Find the original payment and delete the check.  

 

2) Pay sales tax correctly by clicking Manage Sales Tax on the Home page. If the 
original check was marked as cleared in QuickBooks, manually reconcile the 
new sales tax payment in the checking account register. 
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 Reports 
 

Prepare a numerical list of invoices and credit memos to help you find transactions and identify 
missing forms. 

Finding Invoices and Credit Memos 

  List Invoices Numerically 
1) Select Reports:Banking:Missing Checks from the menu. 

2) Click the Specify Account drop-down list and select Accounts Receivable. 

3) Click OK. 

4) Click the Customize Report button. 

5) Click the Filters tab. 

6) Click Amount from the list of filters to the left and select Any from the list of options to the 
right. 

7) Click Transaction Type from the list of filters to the left. 

8) Click the Transaction Type drop-down list and choose Multiple Transaction Types. 

9) Select Invoice and Credit Memo in the Select Transaction Types window. 

10) Click OK. 

11) Click OK. 
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Aging Errors 
Setting the Aging Reports preference to Age from transaction date means QuickBooks shows all 
invoices as due the day after they were issued! This causes errors on aging reports and customer 
statements. Follow these steps to fix this error. 

  Check Aging Preferences 
1) Select Edit:Preferences from the menu. 
2) Click the Reports & Graphs icon in the list to the left. 
3) Click the Company Preferences tab. 
4) Select the appropriate Aging Reports preference (normally Age from due date). 
5) Click OK. 

Aging Information on Customer Statement-Before 

 

Aging Reports Preference 

 

Aging Information on Customer Statement-After 
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 Customer Deposits-Method 1 
 

Real World Training recommends the following method for handling customer deposits/down 
payments because it is the easiest to follow for non-accountants. A journal entry to reclassify unused 
deposits might be required to prepare year-end financial statements.  

1) Record the deposit as a payment when you receive the money 

2) Create an invoice when you provide the products or services 

3) Apply the deposit to the invoice 

4) Print the invoice showing the balance due and send to your customer 

(1) Receive Payment 

 

(2) Invoice Customer 
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(3) Apply Deposit/Down Payment to Invoice 
  Apply Deposit/Down Payment to Invoice 

1) Click the Apply Credits button in the Create Invoices window. 
2) Click Yes in the Recording Transaction window. 
3) Enter appropriate information in the Apply Credits window. 
4) Click Done. 
5) Click Save & Close in the Create Invoices window. 

Apply Deposit/Down Payment to Invoice 

 

Down Payment “Credit” Applied 
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(4) Print Invoice with Balance Due 

 

Reclassification Journal Entry 
A journal entry to reclassify unused deposits might be required to prepare year-end financial 
statements.  
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 Customer Deposits-Method 2 
 

This method involves tracking customer deposits/down payments in a separate liability account. To 
use this method, follow these steps. 

1) Create a liability account for customer deposits 

2) Create an item for the deposit, linked to the liability account 

3) Invoice the customer using the deposit item (original deposit) 

4) Receive the payment from the customer 

5) Apply the deposit to the final invoice, using the deposit item with a negative amount 

(1) Add Customer Deposits Liability Account 

 

(2) Create Deposit Item 
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(3) Invoice Customer for Deposit/Down Payment 

 

(4) Receive Payment from Customer 
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(5) Final Invoice With Deposit Applied 

 

Determine Customer’s Deposit Balance 
To determine a customer’s deposit balance, run a QuickReport for the customer in the liability account 
register. You can also create a Customer Deposit Support Schedule using the technique shown on 
Page 108. 

Customer Deposits Support Schedule 
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 Bad Debts 
 

There are two ways to write off bad debts in QuickBooks. The easier method is to write off the 
receivable as a discount. However, this method does not adjust sales taxes. The second method  
uses a credit memo to write off the bad debt. This method does adjust for sales taxes. 

Method 1-No Sales Tax 
If the original sale did not include sales taxes, this is the recommended method. 

  Write-Off Bad Debt 
1) Click the Receive Payments icon on the Home page. 

2) Click the Received From drop-down list and select the appropriate customer or job. 

3) In the bottom section of the screen, click once in the Payment column for 
the invoice being written off. 

4) Click the Discount & Credits button. 

5) Enter the invoice amount due as the Amount of Discount. 
6) Click the Discount Account drop-down list and select an appropriate bad 

debt expense account. 

7) Click Done. 

8) Click Save & Close. 
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Method 2-Sales Tax 
If the original sale included sales taxes, this is the recommended method. 

1) Create a bad debt item which points to a bad debt expense account 

2) Enter a credit memo using the bad debt item 

3) Apply the credit against the invoice using the Receive Payments window 

(1) Add Item 

  Add Bad Debt Item 
1) Click the Items & Services icon on the Home page. 

2) Click the Item button. 

3) Select New from the menu. 

4) Click the Type drop-down list and select Other Charge. 

5) Enter Bad Debt as the Item Name/Number. 
6) Click the Account drop-down list and select an appropriate bad debt 

expense account. 

7) Enter remaining information in the New Item window. 

8) Click OK. 

 

(2) Issue Credit Memo 

  Enter Credit Memo 
1) Click the Refunds & Credits icon on the Home page. 

2) Click the Customer:Job drop-down list and select the appropriate customer or job. 

3) Use the Bad Debt item as a line item. 

4) Enter the amount of the bad debt to write off as the Amount. 
5) Choose the appropriate Tax Code in the Tax column of the bad debt line item. 

6) Click the Tax drop-down list and specify the appropriate sales tax item if the original 
sale was taxable. 

7) Enter remaining information in the Create Credit Memos/Refunds window. 

8) Click Save & Close. 

9) Select Apply to an invoice in the Available Credit window. 

10) Click OK. 

11) Select the appropriate invoice in the Apply Credit to Invoices window. 

12) Click Done. 
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Create Credit Memos/Refunds 

 

Available Credit 

 

(3) Apply Credit to Invoices 
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 Customer Under/Over Payments 
 

Customer Underpayments 
If a customer makes a partial payment, the invoice remains open until full payment is received. But a 
problem arises if the customer underpays by a nominal amount that you do not intend to collect. Write 
off small underpayments using the Receive Payments window. 

  Write Off Small Underpayment 
1) Click the Receive Payments icon on the Home page. 

2) Click the Received From drop-down list and select the appropriate customer or job. 

3) In the Underpayment section, select Write off the extra amount. 
4) Click Save & Close. 

5) Select an appropriate bad debt expense account as the Account, in the Write Off 
Amount window. 

6) Click OK. 

Write Off Underpayment 

 

Write Off Amount 
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Customer Overpayments 
There are two methods for issuing customer refunds. If you know the customer wants a refund when 
you record the payment, use Method 1. If the customer has an existing credit, use Method 2. 

Issue a Refund-Method 1 

  Built-in Method 
1) Click the Receive Payments icon on the Home page. 

2) Click the Received From drop-down list and select the appropriate customer or job. 

3) Enter the payment Amount. 
4) Select the appropriate invoice. 

5) In the Overpayment section, select Refund the amount to the customer. 
6) Click Save & Close. 

7) Enter remaining information in the Issue a Refund window. 

8) Click OK. 

Issue a Refund-Method 2 
Follow these steps to refund an overpayment if the customer already has a credit in QuickBooks. 

1) Issue a check to refund the money to the customer 

2) Apply the check to the credit using the Receive Payments window 

(1) Issue Check to Customer 

  Issue Refund Check 
1) Click the Write Checks icon on the Home page. 

2) Enter the Customer:Job in the Pay to the Order of field. 

3) Use Accounts Receivable as the Account. 
4) Enter remaining information in the Write Checks window.  

5) Click Save & Close. 

(2) Apply Credit to Check 

  Apply Refund Amount to Credit Balance 
1) Click the Receive Payments icon on the Home page. 

2) Click the Received From drop-down list and select the appropriate customer or job. 

3) Click the Discount & Credits button. 

4) Make the appropriate selections in the Apply Credits window. 

5) Click Done. 

6) Click Save & Close. 
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Transferring Credits Between Customers/Jobs 
What if a customer wants to apply a credit (or overpayment) from one job to a different job? 
This method uses a Clearing Account to transfer the credit between jobs. 

1) Set up Clearing Account 

2) Remove the credit from Customer/Job1 

3) Apply the credit to Customer/Job2 

(1) Set Up Clearing Account 

 

(2) Remove Credit from Customer/Job 1 

  Remove Credit and Apply to Balance 
1) Click the Write Checks icon on the Home page. 

2) Click the Bank Account drop-down list and select Clearing Account. 
3) Enter the Customer:Job whose credit you want to remove as the Pay to the Order of. 
4) Enter Accounts Receivable as the Account. 
5) Click Save & Close. 
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(3) Apply Credit to Customer:Job 2 

  Apply Credit to Customer:Job 
1) Click the Receive Payments icon on the Home page. 

2) Click the Received From drop-down list and select the customer:job that will 
receive the credit. 

3) Enter the amount of the credit as the Amount. 
4) Click on the individual invoices to apply the credit (if appropriate). 

5) Click the Deposit to drop-down list and select Clearing Account*. 
6) Enter remaining information in the Receive Payments window. 

7) Click Save & Close. 

 
*The Deposit to option may not be enabled in your QuickBooks. Turn this option on by 
selecting Edit:Preferences from the menu. Click Payments in the list to the left. Click 
the Company Preferences tab. Uncheck the box next to Use Undeposited Funds as a 
default deposit to account. 
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 Multiple A/R Accounts 
 

Creating multiple A/R accounts allows you to separate your Accounts Receivables on reports. For 
example, you may want separate A/R reports for different divisions or types of customers. However, 
you will have to specify an accounts receivable account every time you perform the following 
activities: 

1) Enter Invoices 

2) Receive Payments 

3) Issue Credit Memos 

4) Enter Statement Charges 

5) Create Statements 

6) Assess Finance Charges 

7) Print Invoices and Credit Memos 
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Invoice 

 

Report Filter 
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 Retail Sales 
 

Items for Retail Sales 

  Add Items 
1) Click the Items & Services icon on the Home page. 

2) Click the Item button. 

3) Select New from the menu. 

4) Click the Type drop-down list and select the appropriate item type. 

5) Enter remaining information in the New Item window. 

6) Click OK. 

Taxable Sales 

 

Non-taxable Sales 
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Paid-Outs  

 
Set up separate “paid out” items for expenses other than miscellaneous. 

Payment 

 

Over/Short 
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Daily Sales Entry 

  Enter Daily Sales Summary 
1) Click the Create Sales Receipts icon on the Home page. 

2) Select a Customer:Job from the drop-down list. (Optional) 

3) Enter remaining information in the Enter Sales Receipts window. 

4) Click Save & Close. 
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 Deposit Credit Card Receipts 
 

  Depositing Credit Card Receipts 
1) Click the Record Deposits icon on the Home page. 

2) Select the appropriate payment method in the box next to View payment method type. 

3) Click the line items to deposit. 

4) Click OK. 

5) Enter an additional line for any credit card fees, using a negative amount. 

6) Enter a batch number in the memo (if applicable). 

7) Click Save & Close. 

Select Payments to Deposit 

 

Make Deposit 
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 Review 
 

To ensure proper processing of transactions and accurate reporting, enter transactions in the order 
presented on the Home page. 

 

Vendor Center 
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 Purchase Fixed Assets 
 

A Fixed Asset Tracker is available in QuickBooks. You create Fixed Asset Items to track relevant 
information for each fixed asset. To enter the purchase of a fixed asset, follow these steps: 

1) Create a Fixed Asset account for each general fixed asset category 

2) Create a Liability account to track amount owed/financed. This is only necessary if 
you financed a portion of the purchase. 

3) Set up the new asset on the Fixed Asset Item List 

4) Enter a bill or check to record the purchase of the fixed asset 

(1) Fixed Asset Account 

 

(2) Liability Account 
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(3) Fixed Asset Item 

  Add Fixed Asset Item 
1) Select Lists:Fixed Asset Item List from the menu. 

2) Click the Item button. 

3) Select New from the menu. 

4) Enter appropriate information in the New Item window.  

5) Click OK. 

 

(4) Purchase Fixed Asset 
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 Loan Manager 
 

The QuickBooks Loan Manager helps you manage loans for long term liability and other current 
liability accounts set up on your chart of accounts. You can view payment schedules, schedule 
loan payments, and evaluate “what if” scenarios. 

Add Loan Account 
  Add Loan Account 

1) Click the Chart of Accounts icon on the Home page. 

2) Click the Account button. 

3) Select New from the menu. 

4) Select Other Current Liability or Long Term Liability as the Type. 

5) Enter remaining information in the New Account window. 

6) Click OK. 

 

Deposit Loan Proceeds 
  Make Deposit 

1) Click the Record Deposits icon on the Home page. 

2) Click on the first available deposit line in the Make Deposits window. 

3) Click the Received From drop-down list and select the appropriate vendor. 

4) Click the From Account drop-down list and select the appropriate long term liability or 
other current liability for which you are receiving a loan. 

5) Enter other appropriate information in the Make Deposits window. 

6) Click Save & Close. 
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Add Loan to Loan Manager 
  Add Loan 

1) Select Banking:Loan Manager from the menu. 

2) Click the Add a Loan button. 

3) Enter appropriate information in the Add Loan windows. 

4) Click Finish in the last Add Loan window. 
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Make Loan Payment from Loan Manager 
  Make Loan Payment 

1) Select Banking:Loan Manager from the menu. 

2) Select the appropriate loan in the loan list. 

3) Click the Set Up Payment button. 

4) Change information in the Set Up Payment window (if appropriate). 

5) Click OK. 

6) Change information in the Write Checks or Enter Bills window (if appropriate). 

7) Click Save & Close. 

Set Up Payment 

 

Loan Payment 
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Review Loan Information 

  View Loan Information 
1) Select Banking:Loan Manager from the menu. 

2) Select the appropriate loan in the loan list. 

3) Click appropriate tab to view loan information. 

 

  Print Loan Information 
1) Select Banking:Loan Manager from the menu. 

2) Select the appropriate loan in the loan list. 

3) Click the Print button. 

4) Select the appropriate printer in the Print window. 

5) Click Print. 
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 Lines of Credit 
 

Use the following steps to track the use and payback of a line of credit. 

1) Set up Liability account to track the line of credit 

2) Transfer Funds to record use of the line of credit or overdraft facility 

3) Pay back the line of credit 

(1) Set Up Liability Account to Track Line of Credit 

 

(2) Transfer Funds to Checking Account 
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(3) Write Check to Pay Line of Credit 

 

If the payment is made with an Electronic Fund Transfer, type “EFT” in the No. field. 
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 Reconcile Bank Accounts 
 

Beginning Reconciliation Balance 
What if this month’s Beginning Balance has changed from last month’s bank statement ending 
balance? In QuickBooks, the Beginning Balance is the sum of all cleared transactions in the account. 
If a cleared transaction is modified or deleted, the Beginning Balance changes. Then, the account 
cannot be reconciled until the problem is corrected. 

What if it doesn’t match? Follow step 1 below if you use QuickBooks Premier or Enterprise Solutions. 
Follow steps 2 through 5 if you use QuickBooks Pro. 

1) Run Reconciliation Detail reports for prior months. Compare these reports to the bank 
statements for those periods. Look for transactions that cleared on the statements but do not 
appear on the Reconciliation Detail reports. 

2) Run the Reconcile Discrepancy Report. This report shows any cleared transactions that were 
modified or deleted since the last bank reconciliation. 

3) As a first step, search for any difference in the account register. 

4) Run the Audit Trail Report and look for an amount that equals the difference. 

5) Compare past bank statements and reconciliation reports to the bank activity in QuickBooks. 
Look for any transactions that are missing or have changed in QuickBooks.  
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Review Previous Reconciliation Report 
QuickBooks Premier and Enterprise Solutions let you print past reconciliation reports. QuickBooks 
Pro only lets you print a copy of the last report. 

  Review Previous Reconciliation Report 
1) Click the Reconcile icon on the Home page. 

2) Click the Account drop-down list and select the appropriate bank account. 

3) Click the Locate Discrepancies button. 

4) Click the Previous Reports button. 

5) Select the Statement Ending Date and make other appropriate choices in the 
Select Previous Reconciliation Report window. 

6) Click Display. 

 

Run Reconcile Discrepancy Report 
Run a Reconcile Discrepancy Report to identify why the beginning balance has changed since the 
last statement. This report lists all previously reconciled transactions that were changed since the 
last statement date. Use this report to identify changed amounts and changes in cleared status.  

This report does not show deleted transactions. If you suspect a deleted transaction, identify it by 
comparing a previous reconciliation report to the bank register. 

 Run Reconcile Discrepancy Report  
1) Select Banking:Reconcile from the menu. 

2) Click the Account drop-down list and select the appropriate bank account. 

3) Click the Locate Discrepancies button. 

4) Click the Discrepancy Report button. 
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Changing Cleared Status 
The primary cause of beginning balance changes is when you change or delete a cleared transaction. 
This includes changing the cleared status of a transaction. If this occurs, change the cleared status in 
the account register. 

  Change Cleared Status 
1) Click the Chart of Accounts icon on the Home page. 

2) Double-click on the appropriate bank account. 

3) Click once on the transaction with the incorrect cleared status (look at the 
column labeled with a check mark). 

4) Click in the check mark column for the transaction until the appropriate 
cleared status appears.  

5) Click the Record button. 

 

Manually change cleared transactions to fix errors only. Use the Reconcile window in 
QuickBooks to clear transactions. 
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 Fix Bill Payment Errors 
 

A common mistake is paying bills using the Write Checks feature. This leaves the original bill unpaid 
and doubles the expense. There are two ways to handle this: 

(1) Delete Original Bill 
Find the original bill and delete the transaction. 

  Delete Bill Paid by Check 
1) Select Reports:Vendors & Payables:Unpaid Bills Detail from the menu. 

2) Double-click on the bill to delete. 

3) Select Edit:Delete Bill from the menu. 

4) Click OK. 

(2) Delete Original Check and Pay the Bill 
Find the check and delete the transaction. Pay the bill using Pay Bills and make sure the reconciled 
status and the check number of the new check matches that of the deleted check. 
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 Check Detail Report 
 

Bill payments on reports and in registers usually do not show what expenses were paid. To see 
what expenses were paid with a bill payment, run the Check Detail report. 

Bill Payment in Checking Register 

 

Check Detail Report 

  Review a Check Detail Report 
1) Select Reports:Banking:Check Detail from the menu. 

 



Purchases & Payables-Chapter 7 

98 

 
 1099s/1096 
 

Printing 1099s is a seven step process. You perform most of these steps using the 1099 Wizard. 

1) Turn on 1099 preference 

2) Select Your 1099 Vendors 

3) Verify Vendor Information 

4) Set 1099 Account Mapping 

5) Review 1099 Data 

6) Confirm 1099 Entries 

7) Print or E-file 1099s and 1096 

(1) Turn on 1099 Preference 
 Turn on 1099 Preference 

1) Select Edit:Preferences from the menu.  

2) Select Tax:1099 from the list to the left. 

3) Click the Company Preferences tab. 

4) Select Yes next to Do you file 1099-MISC forms?. 

 

Start the 1099 and 1096 Wizard 
 Open 1099s/1096 Wizard 

1) Select Vendors:Print/E-file 1099s:1099 Wizard from the menu.  
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(2) Select 1099 Vendors and Verify Information 
 Verify 1099 Vendors 

1) Click Get Started in the QuickBooks 1099 Wizard window.  

2) Review the vendor information and make any necessary changes. 

3) Click Continue. 

 

(3) Map Accounts 
 Map Vendor Payment Accounts 

1) Click the drop-down arrow to the right of each account in the list and select 
the appropriate 1099 box.  

2) Click Continue. 
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(4) Review Vendor Payments and Confirm Entries 

 Review 1099 Summary 
1) Review the information in the Review 1099 Summary window.  

2) Click Continue. 

 (5) Choose a Filing Method 

  Print 1099s/1096 
1) Click Print 1099s in the 1099 Wizard window. 

2) Select the date range for 1099s in the Printing 1099-MISC and 1096 Forms window. 

3) Click OK. 

4) Click Print 1099 in the Select 1099s to Print window. 

5) Click Print in the Print 1099s window. 

6) Click Print 1096 in the Select 1099s to Print window. 

7) Enter appropriate information in the 1096 Information window. 

8) Click OK. 

9) Click Print in the Print 1096 window. 

1099s/1096 Date Range 

 

Select 1099s to Print 

 

1096 Information 
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 Employee/Owner Purchases 
 

When an owner or employee pays for goods or services using their own funds, the transaction must be 
recorded to show that the services or goods were bought, and that the money is owed to the owner or 
employee. Follow these steps to track employee/owner purchases. 

1) Set up account to track money owed to Employee/Owner 

2) Record purchase using zero-based check 

3) Reimburse Employee/Owner if necessary 

(1) Set Up Account to Track Money Owed to 
Employee/Owner 

 

This may be an Equity type account for owner purchases. An accountant can help with 
this decision. 
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(2) Record Purchase Using Zero-Based Check 

 

Reconcile this check on your next bank reconciliation.  

(3) Reimburse Employee/Owner 
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 Prepaid Expenses 
 

You should track prepaid expenses as an asset when paid, and use a journal entry to expense the 
cost in the appropriate month. Use the following steps to record a prepaid expense. You could 
memorize this journal entry to automatically record the monthly expense for the rest of the 
fiscal year. 

1) Create a prepaid expense asset account 

2) Record prepaid expense 

3) Create journal entry for monthly expense 

(1) Create a Prepaid Expense Asset Account 

 

(2) Record Prepaid Expense 
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(3) Create Journal Entry for Monthly Expense 

General Journal Entry 

 

Memorize Transaction 
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 Vendor Deposits 
 

To correctly track vendor deposits in a separate asset account, follow these steps: 

1) Create a Vendor Prepayments asset account 

2) Use the Vendor Prepayments account when the deposit is paid 

3) Use the Vendor Prepayments account with a negative amount on the check/bill 
when applying the deposit 

(1) Add Vendor Prepayments Account 

 

(2) Pay Vendor Deposit 
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(3) Apply Vendor Prepayment 
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 Support Schedules 
 

Other Balance Sheet accounts can be reconciled. This can help provide a support schedule for 
accounts such as deposits, retainage, or employee advances. To create a support schedule, follow 
these steps: 

1) Reconcile the Balance Sheet account using the QuickBooks Reconcile feature. 
Clear any amounts that are “finished” (both sides of the transaction are 
complete).  

2) Run a Custom Transaction Detail Report for the account. Total the report by 
customer or vendor as appropriate. Filter the report to include only the Balance 
Sheet account and uncleared transactions.  

(1) Reconcile Balance Sheet Account 

  Reconcile Account 
1) Click the Reconcile icon on the Home page. 
2) Click the Account drop-down list and select the appropriate balance sheet 

account. 
3) Enter the date of the schedule as the Statement Date. 
4) Enter the Ending Balance.  

This should be the same as the Beginning Balance. 
5) Click Continue. 
6) Click the items that have “cleared” the account (check both sides of each cleared 

item). 
7) Click the Reconcile Now button. 
8) Select the type of reconciliation report and click Print. 

Reconcile Window 
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Reconciliation Detail Report 

 

(2) Prepare Support Schedule 

 Review Support Schedule for Account 
1) Select Reports:Custom Reports:Transaction Detail from the menu. 

2) Click the Total by drop-down list and select customer or vendor (as appropriate). 

3) Click the Dates drop-down list and select All. 
4) Click the Filters tab. 

5) Click Account in the list of filters to the left. 

6) Click the Account drop-down list and select the appropriate account. 

7) Click Cleared in the list of filters to the left. 

8) Select No to the right. 

9) Click the Header/Footer tab. 

10) Rename the Report Title as appropriate. 

11) Click OK. 
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Modify Custom Transaction Detail Report 

 

Vendor Prepayments Support Schedule 
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 Vendor Refunds 
 

Method 1-Credit Already Entered in QuickBooks 
If a credit has already been entered in QuickBooks, use the Make Deposits window to deposit 
the refund. Enter the vendor’s name in the Received From field and Accounts Payable in the 
From Account field. Next, apply the vendor credit against this deposit in the Pay Bills window. 

1) Deposit vendor check 

2) Apply credit to refund 

(1) Deposit Vendor Check 

 

(2) Apply Credit to Refund 

  Apply Credit to Refund from Vendor 
1) Click the Pay Bills icon on the Home page. 
2) Click the deposit amount which is listed among the bills. 
3) Click the Set Credits button. 
4) Select the appropriate credits and amounts to apply in the Discount and 

Credits window. 
5) Click Done. 
6) Enter remaining information in the Pay Bills window. 
7) Click Pay Selected Bills. 
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Method 2-Credit Not Entered in QuickBooks 
If a credit has not been entered in QuickBooks, enter the deposit using the original expense account 
as the From Account. 

 



Mastering QuickBooks Level 2 

113 

 

 Trading A/R & A/P Account Balances 
 

Do you have a balance in accounts payable (money you owe) that you would like to offset against a 
balance in accounts receivable (money owed to you)? Examples of this include: 

 You have a customer who is also a vendor. 

 You receive a 3 party check (customer, vendor, and you), which you endorse and 
forward to the vendor. You must show that the customer has paid you AND you have 
paid your vendor. 

 You accept something in trade. First, you enter a bill for what you received. Then 
you offset that with the money the customer owes you. 

In these and other similar situations, use the following steps. 

1) Set up clearing/trade bank account  

2) Offset the receivable 

3) Offset the payable 

(1) Set Up “Clearing/Trade” Bank Account 

  Set Up “Clearing/Trade” Bank Account 
1) Click the Chart of Accounts icon on the Home page. 

2) Click the Account button. 

3) Select New from the menu. 

4) Select Bank as the Type. 

5) Click Continue. 

6) Enter Clearing/Trade as the Account Name. 

7) Click Save & Close. 
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(2) Offset the Receivable 

  Offset the Receivable 
1) Click the Receive Payments icon on the Home page. 

2) Click the Received From drop-down list and select the appropriate customer or job. 

3) Enter the amount to clear against the payable as the Amount. 
4) Click on the individual invoices to offset against the payable. 

5) Click the Deposit to drop-down list and select Clearing/Trade. 

6) Enter remaining information in the Receive Payments window. 

7) Click Save & Close. 

 



Mastering QuickBooks Level 2 

115 

(3) Offset the Payable 

  Offset the Payable 
1) Click the Pay Bills icon on the Home page. 

2) Click the Payment Method drop-down list and select Check. 

3) Click the Payment Account drop-down list and select Clearing/Trade. 

4) Click on the individual bills to offset against the receivable. 

5) Enter the amount to offset as the Amt. To Pay. 

6) Enter remaining information in the Pay Bills window. 

7) Click Pay Selected Bills. 
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 Void a Prior Period Check-Simple 
 

Void prior period checks using the built-in void feature if the check only used Expense type accounts 
(simple check). 

Void a Simple Check 
  Void a Simple Check 

1) Display the appropriate check. 

2) Click the Delete button and select Void. 

3) Click Save & Close. 

4) Click Yes in the QuickBooks window. 

5) Click Yes (Recommended) to have QuickBooks make the appropriate 
journal entries. 

Simple Check 

 

Automatically Entered Journal Entry 
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 Void a Prior Period Check-Alternate 
 

Void checks using this method if the check used Items and/or included Asset or Liability accounts 
(non simple check). 

Voiding a check in QuickBooks deletes the financial statement impact of the original check. This 
changes the financial statements for the original accounting period. To avoid this, follow these steps: 

1) Find the original check and run the Transaction Journal report. Note the Date, 
Debit and Credit amounts, and the Accounts in the entry. 

2) Make a journal entry that reverses (does the opposite of) the original check. Date 
the journal entry in the current period. 

3) Clear the original check and journal entry the next time you reconcile the bank 
account. 

  Run Transaction Journal Report 
1) Display the appropriate check. 

2) Press Ctrl+Y on your keyboard. 

 

  Reversal Journal Entry 
1) Select Company:Make General Journal Entries from the menu. 

2) Enter appropriate information in the Make General Journal Entries window. 

3) Click Save & Close. 
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 Cash Flow Projector 
 

Use the cash flow projector to predict your cash flow for the next six weeks. QuickBooks walks 
you step-by-step through the process. When complete, you can view a report that shows available 
cash. 

  Use the Cash Flow Projector 
1) Select Company:Planning & Budgeting:Cash Flow Projector from the menu. 

2) Enter appropriate information in the windows displayed by QuickBooks. 

3) Click Finish Projection in the last Cash Flow Projector window. 

Project Cash Receipts 
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Project Business Expenses 

 

Cash Flow Projection Report 
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 Review 
 

To ensure proper processing of transactions and accurate reporting, enter transactions in the order 
presented on the Home page. 

 

Employee Center 
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 Payroll Items 
 

QuickBooks uses Payroll Items for anything that affects the amount on a payroll check and for 
company expenses related to payroll. After turning on QuickBooks Payroll, you can add payroll 
items as needed. 
In QuickBooks, you add payroll items in 2 ways: 

1) EZ Method-Uses the Payroll Setup Interview to create new payroll items. This 
method allows you to quickly set up common payroll items. After you add the 
item, you must edit the item to supply/edit information.  

2) Custom Method-Use for less common payroll items and for additional state and 
other taxes. 

Payroll Item Types 

Item Type Description Example 

Compensation Hourly or salary wage, commission, 
or bonus paid to employee 

Straight Time, Salary,  
Sales Commission, Bonus 

Insurance 
Benefits 

Taxable and pre-taxable Insurance 
benefits 

Health Insurance, Sec 125 
Insurance, Dental Insurance 

Retirement 
Benefits 

Employee benefits related to 
retirement  

401(K) Plans, Simple IRA 

Paid Time Off Vacation and sick time Vacation Salary, Vacation Hourly, 
Sick Hourly 

Other 
Additions 

Other common additions to a 
paycheck 

Mileage Reimbursement, Employee 
Advance 

Other 
Deductions 

Other common deductions from a 
paycheck 

Wage Garnishments, Union Dues 

Custom Payroll items not falling within 
another type 

State Income Tax, State 
Unemployment Tax 

EZ Method 

Custom Method 
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EZ Method 
  Add Payroll Items (EZ Method) 

1) Select Employees:Manage Payroll Items:New Payroll Item from the menu. 

2) Select EZ Setup and click Next 
3) Select one of the top payroll item types and click Next. 
4) Enter remaining information in the Add new payroll item windows. 

5) Click Finish. 

Bonus 

 

Medical Insurance 
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  Edit Payroll Items 
1) Select Employees:Manage Payroll Items:View/Edit Payroll Item List from 

the menu. 

2) Select payroll item to edit. 

3) Click the Payroll Item button. 

4) Select Edit Payroll Item from the menu. 

5) Enter remaining information in the Edit payroll item windows. 

6) Click Finish. 

 

Custom Method 

  Add Payroll Items (Custom Method) 
1) Select Employees:Manage Payroll Items:New Payroll Item from the 

menu. 

2) Select Custom Payroll Item Setup. 

3) Click Next. 
4) Select appropriate payroll item type. 

5) Click Next. 
6) Enter remaining information in the Add new payroll item windows. 

7) Click Finish. 

 



Payroll-Chapter 9               

126 

 

 Mapping Payroll Items 
 

QuickBooks suggests using just one liability account for payroll-related liabilities (Payroll Liabilities), 
and one expense account named Payroll Expenses. However, mapping payroll items to appropriate 
subaccounts provides more meaningful financial statements. For proper payroll item mapping, follow 
these steps: 

1) Create subaccounts of Payroll Liabilities for each type of payroll liability 

2) Create subaccounts of Payroll Expenses and Taxes to track these expenses in detail 

3) Map payroll items to the appropriate subaccount 
This change is retroactive so adjusting history is not necessary 

(1) Create Payroll Liability Subaccounts 

 

(2) Create Payroll Expenses/Taxes Subaccounts 
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(3) Map Payroll Items to Subaccounts 

 

Mapping Problems 
Financial statements typically show problems with incorrectly mapped Payroll Items. Look for the 
financial statement lines “Payroll Liabilities-Other” or “Payroll Expenses-Other”. This indicates that a 
Payroll Item is mapped to a parent account instead of a subaccount. 

Run the Payroll Item Listing report and review the account columns to see which payroll items are 
incorrectly mapped.  

 Review Payroll Item Listing Report 
1) Select Reports:List:Payroll Item Listing from the menu. 

 

       You can also use this report to check the tax table rates and limits QuickBooks uses for Payroll Items. 
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 Paycheck Issues 
 

Order of Payroll Items 
The order of Other Payroll Items on a paycheck could be important. If an Other Payroll Item performs 
calculations, the calculation includes only those items appearing above it in the list. Therefore, Payroll 
Items that perform calculations should be last in the list. 
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Tracking Benefits/Taxes to Classes/Jobs 
QuickBooks lets you track wages, payroll taxes, and benefits by class and/or customer:job. To do 
this, several options must be set: 

1) Class tracking must be turned on 

2) The proper payroll preferences must be set 

3) The Payroll Item needs to be set up to track expenses by job 

(1) Turn Class Tracking On 

  Turn On/Off Classes 
1) Select Edit:Preferences from the menu. 

2) Click the Accounting icon in the list to the left. 

3) Click the Company Preferences tab. 

4) Check the box next to Use class tracking. 

5) Click OK. 

(2) Set Payroll Preferences  

  Set Payroll Preferences 
1) Select Edit:Preferences from the menu. 

2) Click the Payroll & Employees icon in the list to the left. 

3) Click the Company Preferences tab. 

4) Check the box next to Job Costing, Class and Item tracking for paycheck 
expenses. 

5) Click OK. 

(3) Set Up Payroll Item 

Addition and Company Contribution payroll items must be set up to Track Expenses By Job. 
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Job Cost for Salaried Employee 
What if you need job costing for a salaried employee? This is confusing because the employee is not 
paid based on the number of hours worked. QuickBooks handles this by automatically allocating the 
salary based on the number of hours worked on each job. To job cost a salaried employee, do the 
following: 

1) In the Payroll and Compensation Info section of the Edit Employee window, 
select Use time data to create paychecks 

2) Use the Weekly Timesheet or Time/Enter Single Activity windows to enter time for 
the salaried employee  

3) Process the paycheck in the normal fashion 

Job Cost on Paycheck 
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 Void Paycheck 
 

What happens if a paycheck is lost or damaged? The paycheck should be voided in QuickBooks. 
However, the new paycheck must be recreated from scratch. 

  Void Paycheck 
1) Select Employees:Edit/Void Paychecks from the menu. 

2) Enter the appropriate date range and sort order in the Edit/Void Paychecks window. 

3) Select the appropriate paycheck. 

4) Click the Void button. 

5) Click Done. 

 

Void/Reprint Paycheck-A Faster Method 
To save time, you can void and reprint a paycheck without recreating the paycheck. There are 
several ways to do this. This is the suggested method: 

1) Reprint the original check with the next available check # 

2) Void a new check using the old check # 

(1) Reprint Original Check 

  Reprint Original Paycheck 
1) Display the appropriate paycheck in the Paycheck window. 

2) Click Print. 
3) Enter the next available paycheck number in the Print Paycheck window. 

4) Click OK. 

5) Select the Check Style in the Print Checks window. 

6) Click Print. 
7) Click OK in the Print Checks - Confirmation window. 

8) Click Save & Close. 
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(2) Void New Check 

  Void Original Check Number 
1) Click the Write Checks icon on the Home page. 

2) Enter the employee’s name as the Pay to the Order of. 
3) Select Edit:Void Check from the menu. 

4) Enter the original paycheck number as the No. 

5) Enter remaining information in the Write Checks window. 

6) Click Save & Close. 

 
QuickBooks requires an account on voided checks. Create and use an Asset 
account called Voided Checks. This creates a register of all voided checks. 
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 Track Employee Loans 
 

Employee loans can be a tricky area in QuickBooks payroll. This example assumes that the loan 
is not taxable. An effective way to handle this follows. 

(1) Set Up Employee Loans Account 

  Set Up Employee Loans Account 
1) Click the Chart of Accounts icon on the Home page. 

2) Click the Account button. 

3) Select New from the menu. 

4) Click the Other Account Types drop-down list and select Other Current Asset. 
5) Click Continue. 

6) Enter Employee Loans as the Account Name. 

7) Click Save & Close. 

 

(2) Write Check to Employee 
If the loan is paid on a paycheck, add an Addition payroll item. This item should not be taxable. 
If the loan is paid on a regular check, use the Employee Loans account. 

  Write Check to Employee 
1) Click the Write Checks icon on the Home page. 

2) Click the Pay to the Order of drop-down list and select the employee name. 

3) Click the Account drop-down list and select Employee Loans. 

4) Enter remaining information in the Write Checks window. 

5) Click Save & Close. 
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(3) Add Employee Loan Repayment Payroll Item 
If the loan is repaid via paychecks, add a Deduction payroll item. This item should not be taxable.  

  Add Employee Loan Repayment Payroll Item 
1) Select Lists:Payroll Item List from the menu. 

2) Click the Payroll Item button. 

3) Select New from the menu. 

4) Select Custom Payroll Item Setup. 

5) Click Next. 
6) Select Deduction as the Payroll item type. 

7) Click Next. 
8) Enter a name for the new payroll item. 

9) Click Next.  
10) Select the Employee Loans asset account as the Liability account. 
11) Make additional selections in remaining windows. 

12) Click Finish. 
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(4) Edit Employee Setup 
Add the relevant information to the employee setup for the repayment of the loan. 

  Edit Employee Setup to Include Employee Loan Repayment 
1) Click the Employees icon. 

2) Select the employee in the list to edit. 

3) Click the Edit Employee button. 

4) Click the Change tabs drop-down list and select Payroll and Compensation Info. 

5) Add the Employee Loan Repayment payroll item, amount, and limit below Additions, 
Deductions and Company Contributions. 

6) Enter appropriate information in the Edit Employee window. 

7) Click OK. 

 

Balances/Limits 
You can determine an employee’s loan balance by running a QuickReport from the Employee 
Loans account register. 

  Determine Employee’s Loan Balance 
1) Click the Chart of Accounts icon on the Home page. 

2) Double-click on the Employee Loans account. 

3) Click on any entry for the selected employee. 

4) Click the QuickReport button. 

You must decide how to treat the Employee Loan Repayment limit. Make this decision when 
setting up the Payroll Item deduction. You can click the This is an annual limit box to tell 
QuickBooks this is an Annual Limit. If you DO click the box, the amount paid toward the limit is 
reset to zero at the beginning of each year. That means you have to edit the employee record 
each year, and change the employee limit to reflect their unpaid balance. 

If you do NOT click the box, QuickBooks continues deducting the repayments until the limit is 
reached. 

What if an employee receives a second loan during the same year? One approach is to create 
separate payroll items for the repayment of each loan. A more efficient approach is to change the 
Limit to the sum of the first and second loan. 
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 Company & Employee Expenses 
 

What if a payroll liability payment includes amounts deducted from paychecks plus amounts not 
deducted from paychecks? Consider an insurance plan in which an employee’s premium is paid 
by the company. However, the cost for dependents is paid by the employee through payroll 
deductions. There are two ways to handle this situation. 

1) Add the company-paid portion to the payroll liability check 

2) Link the payroll deduction item to an expense account. Then, record the 
employee and the company-paid portions on a regular bill or check.  

Method 1-Pay as a Liability Check 

  Pay Payroll Liabilities and Taxes 
1) Click the Pay Liabilities icon on the Home page. 

2) Select Create Custom Payments at the bottom of the window. 

3) Enter appropriate dates in the Select Date Range For Liabilities window. 

4) Click OK. 

5) Click on the individual payroll items to pay. 

6) Click the button indicating you will review the liability check. 

7) Enter remaining information in the Pay Liabilities window. 

8) Click the Create button. 

9) Enter company-paid expenses on the Expenses tab in the Liability Check window. 

10) Click the Recalculate button. 

11) Click Save & Close. 

12) Click Yes to confirm the change. 
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Method 2-Pay with Bill/Check 
This method records the deduction on the paycheck as a credit to an expense account. Then, the bill or 
check includes the full amount of the payment as an expense. Therefore, the resulting net expense will 
equal the gross expense less the employee-paid payroll deductions. 

  Pay Liability with Bill or Check 
1) Select Lists:Payroll Item List from the menu. 

2) Click the Payroll Item button. 

3) Select New from the menu. 

4) Select Custom Payroll Item Setup. 

5) Click Next. 
6) Select Deduction as the Payroll item type. 

7) Click Next. 
8) Enter an appropriate name for the deduction. 

9) Click Next. 
10) Enter an appropriate expense account as the Liability account. 
11) Enter remaining information in the Add new payroll item windows. 

12) Click Finish. 

Payroll Item Linked to Expense 

 

Enter Bill/Check for Full Amount Owed 
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 W-2s and W-3 
 

  Print W-2s and W-3 
1) Click the Process Payroll Forms icon on the Home page. 

2) Select Annual Form W-2/W-3 - Wage and Tax Statement/Transmittal from the list. 

3) Click File Form. 

4) Make the appropriate selections in the Select Payroll Form window. 

5) Click OK. 

6) Select the employee forms to review. 

7) Click Review/Edit. 
8) Click the Next button until the interview is complete. 

9) Click the Check for errors button. 

10) After all errors are corrected, click Print forms to print W-2 and W-3 forms. 

11) Click Print. 
12) Click Close Window. 

13) Click Save & Close. 

Process W-2s 

 
Employee W-2 
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 Manually Adjust W-2s & W-3 
 

  Adjust & Print W-2s and W-3 
1) Click the Process Payroll Forms icon on the Home page. 

2) Select Annual Form W-2/W-3 - Wage and Tax Statement/Transmittal from the list. 

3) Make the appropriate selections in the Select Payroll Form window. 

4) Click OK. 

5) Click on individual employees to select for W-2 purposes. 

6) Click the Review/Edit button to review the forms. 

7) Click Next twice to get to Step 2: Form W-2 Worksheet. 
8) To enter information in empty fields, click on the field.  

To edit existing information, right-click on the amount and select Override from the 
menu. 

9) Enter appropriate information in the Payroll Tax Form windows. 

10) Click Next until all forms are reviewed. 

11) Click Print forms to print the appropriate form. 

12) Click Close Window after printing all forms. 

13) Click Save & Close. 

Employee W-2 
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 Workers Compensation 
 

The QuickBooks Enhanced Payroll service includes a Workers Compensation Setup wizard 
that walks you through the process of setting up workers compensation. If you have not started 
using QuickBooks workers compensation, you should use the wizard. 

Set Up Workers Compensation 

  Set Up Workers Compensation  
1) Select Employees:Workers Compensation:Set Up Workers Comp from the menu. 

2) Click Yes to turn on the Workers Compensation feature (if prompted). 

3) Enter appropriate information in the Workers Compensation Setup windows. 

4) Click Finish when complete. 

Workers Compensation Setup-Start 

 

Workers Compensation Setup-Finish 

 



Mastering QuickBooks Level 2 

141 

Workers Compensation Preferences 

  Workers Compensation Preferences  
1) Select Edit:Preferences from the menu. 

2) Click the Payroll & Employees icon in the list to the left. 

3) Click the Company Preferences tab. 

4) Click the Workers Compensation button below Set preferences for. 
5) Make appropriate selections in the Workers Comp Preferences window. 

6) Click OK. 

7) Click OK in the Preferences window.  

Preferences 

 

Workers Comp Preferences 
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Set Up Workers Compensation Codes 

  Set Up Workers Comp Codes 
1) Select List:Workers Comp List from the menu. 

2) Click the Workers Comp Code button. 

3) Select New from the menu. 

4) Enter appropriate information in the New Workers Compensation Code window. 

5) Click OK. 

Workers Comp Code List 

 

New Workers Compensation Code 
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Use Workers Compensation Codes 

  Use Workers Comp Codes 
1) Start paying employees in the normal fashion. 

2) To enter or change Workers Compensation Codes, click the employee’s 
name in the Review and Create Paychecks window. 

3) Enter workers comp codes in the WC Code column. 

4) Enter remaining information in the Review Or Change Paycheck window. 

5) Click OK. 

6) Click the Create Paychecks button. 

7) Click Close. 

Review and Create Paychecks 

 

Enter WC Codes 
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 Net to Gross Calculation 
 

Subscribers of QuickBooks Enhanced Payroll can easily create “net” bonus checks using the Net to 
Gross calculation feature. You enter the net check amount and let QuickBooks calculate the correct 
gross check amount.  

  Net to Gross 
1) Click the Pay Employees icon on the Home page. 

2) Click the Unscheduled Payroll button. 

3) Click in the check mark column next to the appropriate employee’s name. 

4) Click Continue. 

5) Click the employee’s name in the Review and Create Paychecks window. 

6) Enter the Item Name under Earnings. 

7) Click the Enter net/Calculate gross box. 

8) Enter the Check Amount. 
9) Press Tab to see the gross amount in the Rate field. 

10) Click Save & Close. 

11) Click the Create Paychecks button. 
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 Time Reports by Billed Status 
 

Follow these steps to see the billing status on the time reports. 

  Display Billing Status on Time Reports 
1) Display the appropriate time report from the Reports menu. 

2) Click the Customize Report button. 

3) Click the Billed, Unbilled, and Not Billable boxes below Add subcolumns for. 
4) Click OK. 

Modify Report: Time by Name Window 

 

Time by Name Report With Billed Status 
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 Summarize Payroll Data in Excel® 
 

QuickBooks allows you to send payroll data to Excel in powerful preformatted Pivot Tables.  
  Send Payroll Data to Excel 

1) Select Reports:Employees & Payroll:Summarize Payroll Data in Excel from the menu. 

2) Click Enable Macros in the Security Warning window (if asked). 

3) Select appropriate dates in the QuickBooks Payroll Workbook window. 

4) Click the Get QuickBooks Data button. 

You can use the drop down arrows  to change which views of your data you want. Select the 
worksheet tabs at the bottom of the Excel window to view the different reports. Click the Get 
QuickBooks Data button to update Excel with current payroll information. 

The following reports are available: 

1) Employee Journal by Check 

2) Employee YTD Summary 

3) Employee YTD Recap 

4) Hours 

5) Rates & Hours Worked 

6) State Wage Listing 

7) Compensation & Deferred Compensation by Tax Tracking Type 

8) Quarterly Employee Summary 

9) 943 Worksheet 

10) Federal Form 8846-Social Security & Medicare Credit Worksheet 

11) Effective Rates by Item & Employee 

Employee Journal 
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 Budgets & Forecasts 
 

QuickBooks makes it easy to enter your budgets and financial forecasts. QuickBooks can create 
a budget based on last year’s actual numbers. QuickBooks Premier and Enterprise Solutions also 
have a forecast tool. Once entered, you can compare your actual results against your budget and 
forecast. 

  Set Up Budget/Forecast 
1) Select Company:Planning & Budgeting:Set Up Budgets or 

Company:Planning & Budgeting:Set Up Forecast from the menu. 

2) Click the Create New Budget or Create New Forecast button. 

3) Specify the year and type for the new budget/forecast. 

4) Continue making appropriate selections in the Create New Budget or Create New 
Forecast windows. 

5) Click Finish in the last window. 

6) Enter or modify budget/forecast amounts as appropriate for each account. 

7) Click Save. 

8) Click OK when the last account’s budget/forecast is entered. 

Select Budget Year and Type 

 

Create New Budget 
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Set Up Budgets Window 

 

Set Up Forecast Window 
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  Review a Budget/Forecast Overview 
1) Select Reports:Budgets & Forecasts:Budget Overview or Forecast 

Overview from the menu. 

2) Make appropriate selections in the Budget Report or Forecast Report windows. 

3) Click Finish in the last window. 

 

  Review a Profit & Loss Budget Performance Report 
1) Select Reports:Budgets & Forecasts:Profit & Loss Budget Performance 

from the menu. 

2) Make appropriate selections in the Budget Report windows. 

3) Click Finish in the last window. 
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 Types of Reports 
 

Reports in QuickBooks can be classified into three types. 

1) Transaction Summary Report-summarizes and subtotals data 

2) Transaction Detail Report-shows every transaction that makes up a subtotal 

3) List Report-presents information stored on a list 

To get more detail about an amount on a report, QuickBooks offers a powerful feature called 
QuickZoom®. 

  QuickZoom on Reports/Graphs 
1) Display the appropriate report/graph from the Reports menu. 

2) Move the cursor directly over the appropriate item (cursor changes to a 
magnifying glass). 

3) Double-click. 

 

QuickZoom produces different results on different types of reports. 

1) On Transaction Summary Reports, it produces a transaction report showing the 
detail supporting the amount 

2) On Transaction Detail Reports, it displays the transaction 

3) On List Reports, it displays the edit window for the list entry 
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 Custom Reports 
 

You can modify any of the hundreds of reports available in QuickBooks. In addition, two custom 
reports are available that provide different levels of detail. These are excellent starting points for 
creating new reports. 

  Open Custom Summary Report 
1) Select Reports:Custom Reports:Summary from the menu. 

Modify Report Window 

 

Custom Summary Report 
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  Open Custom Transaction Detail Report 
1) Select Reports:Custom Reports:Transaction Detail from the menu. 

Modify Report Window 

 

Custom Transaction Detail Report 

 
 



Reports-Chapter 10               

154 

 

 Modify Reports 
 

Filters 
Filters let you change what is included on the report. Filters can be applied individually or in 
combination. 

  Filter Report 
1) Display the appropriate report from the Reports menu. 

2) Click the Customize Report button. 

3) Click the Filters tab. 

4) Change appropriate information in the Modify Report window. 

5) Click OK. 

 

Troubleshoot Filters 
To better understand filters, or if a filter doesn’t work, try the following: 

1) An explanation of the filter appears in the bottom left corner of the Modify 
Report:Filters window. 

2) For further explanation of a filter, choose the filter, and then click the Tell me more 
button on the bottom left of the Modify Report:Filters window. 

3) On Transaction Detail reports, add the desired filter as a column (on the Modify 
Report:Display window). If no information appears in the column, then applying 
the filter will not work. 

4) Apply the same filter to a more detailed report. 
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Display 
The display tab allows you to change: 

1) Report Date Range 

2) Report Basis 

3) Columns 

4) Column Sort Order 

  Modify Report Display 
1) Display the appropriate report from the Reports menu. 

2) Click the Customize Report button. 

3) Change appropriate information in the Modify Report window. 

4) Click OK. 

  Sort Report 
1) Display the appropriate report from the Reports menu. 

2) Click the Customize Report button. 

3) Click the Sort by drop-down list and select the appropriate sort field. 

4) Click the appropriate Sort In button. 

5) Click OK. 
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Header/Footer 
The Header/Footer tab allows you to add or change: 

1) Report Title 

2) Date Prepared Format 

3) Extra Footer Line 

4) Page Layout 

5) Time Prepared 

6) Report Basis 

  Change Header/Footer 
1) Display the appropriate report from the Reports menu. 

2) Click the Customize Report button. 

3) Click the Header/Footer tab. 

4) Change appropriate information in the Modify Report window. 

5) Click OK. 

Fonts & Numbers 
The Fonts & Numbers tab allows you to do the following: 

1) Change font size and color for various report elements 

2) Change how QuickBooks displays negative numbers 

3) Divide all numbers by 1000 

4) Show amounts without cents 
This option is not always desirable because it removes the cents from each row and 
totals without rounding. This can cause a report to not “foot” correctly. 

5) Exclude zero amounts from report (on transaction summary reports only) 
When the Advanced button on the Modify Report:Display window is set to display 
all rows, this option displays blank spaces instead of zero amounts. 

  Change Fonts 
1) Display the appropriate report from the Reports menu. 

2) Click the Customize Report button. 

3) Click the Fonts & Numbers tab. 

4) Select the appropriate report element in the Change Font For list. 

5) Click the Change Font button. 

6) Enter appropriate information in the window. 

7) Click OK. 

8) Select whether to change all related fonts. 

9) Enter remaining information in the Modify Report window. 

10) Click OK. 
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Column Width & Order 

  Change Column Width 
1) Display the appropriate report from the Reports menu. 

2) Click and drag the divider between column headings to the left or right. 

  Change Column Order (Transaction Detail & List Reports Only) 
1) Display the appropriate report from the Reports menu. 

2) Place the cursor over the column heading you want to move. A hand appears. 

3) Click and drag the column title until the red arrow is positioned where you 
want the column. 

4) Release the mouse button. 
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 Memorize and Manage Reports 
 

Memorizing Reports 
Memorizing a report saves the current settings for the report, but not the report data. When 
memorizing a report, pay attention to the Dates memorized with the report. When using a relative date, 
such as “Last Month”, the report date will change based on when you run the report. When using a 
“Custom” date, the report date does not change based on when you run the report. 

  Memorize a Report 
1) Display the appropriate report from the Reports menu. 

2) Make appropriate changes to the report. 

3) Click the Memorize button. 

4) Enter the report name in the Memorize Report window. 

5) Click OK. 

  Run a Memorized Report 
1) Select Reports:Memorized Reports:Memorized Report List from the 

menu. 

2) Select the appropriate report in the Memorized Report List window. 

3) Click the Display button. 

Report Groups 
QuickBooks lets you display/print multiple reports at one time. To do so, set up a Memorized Report 
Group. Once a group is added, you can click and drag memorized reports to make them part of a 
group. 

  Add a Memorized Report Group 
1) Select Reports:Memorized Reports:Memorized Report List from the 

menu. 

2) Click the Memorized Report button. 

3) Select New Group from the menu. 

4) Enter the Name in the New Memorized Report Group window. 

5) Click OK. 
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  Add Memorized Report to Group 
1) Select Reports:Memorized Reports:Memorized Report List from the 

menu. 

2) Move the cursor over the diamond to the left of the report that will become 
part of the group. 

3) Click and drag the report below the appropriate Group. 

4) Click and drag the report to the right. 

 
 

  Display/Print a Memorized Report Group 
1) Select Reports:Process Multiple Reports from the menu. 

2) Select the reports to display/print in the Process Multiple Reports window. 

3) Change the From and To dates of the report as appropriate. 

4) Click Display or Print. 
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Report Shortcuts 
You can create a button on the Icon Bar for reports you access often. 

  Add Report to Icon Bar 
1) Display the report to be added to the Icon Bar from the Reports menu. 

2) Select View:Add (Report Name) to Icon Bar… from the menu. 

3) Enter appropriate information in the Add Window to Icon Bar window. 

4) Click OK.  

Add Report to Icon Bar 

 

Report Added to Icon Bar 
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 Report Considerations 
 

Reports will not provide needed information unless you enter transactions with the following 
considerations. 

Customers & Receivables Reports 
 Only transactions that affect Accounts Receivable (invoices, statement charges, 

customer payments, and credit memos) appear on these reports. This is not true for the 
Unbilled Costs by Job, Transaction List by Customer, and List reports. 

Sales Reports 
 Must use Invoice, Sales Receipt, Credit Memo, or Statement Charge. Other 

transactions will not appear on these reports. 

 All invoices appear on these reports, including non-sales invoices used for deposits or 
other tricky transactions. 

 Rep field must appear on the sales form for the Sales by Rep reports to work 
correctly. 

Jobs & Time 
 Must use Items on all job related transactions (including payroll) or detail report will 

display amount as “No item”. 

 Item Profitability report only works when a customer is specified on the purchase 
form. This is not necessary for inventory items because cost information is recorded at 
the time of invoicing. 

 Profit & Loss by Job only displays information if the Customer:Job field was used. 
Therefore the Profit & Loss by Job total will not match the Profit & Loss Standard 
report. 

Vendors & Payables 
 Only transactions that affect Accounts Payable (bills, credits, or bill payments) appear 

on these reports. This is not true for the Transaction List by Vendor, Sales Tax 
Liability, Sales Tax Revenue Summary, and List reports. 

 All invoices and sales receipts affect the Sales Tax Liability and Sales Tax Revenue 
Summary reports. This includes invoices used to handle special situations. 

Purchase Reports 
 Only transactions using items will appear on these reports. 

Employees & Payroll 
 Only transactions using payroll items will appear on transaction based reports. List 

reports are based on information you enter on lists. 
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 Special Fields 
 

QuickBooks has numerous fields available to track additional information and improve report 
customization. However, before using a field, confirm that the field is available and can be used on the 
desired reports.  

Class 
Use class tracking to track divisions or profit centers of your company. Classes can be linked to 
specific transactions. However, class tracking does not work for balance sheet transactions. Also, 
classes cannot be linked to list entries. 

  Open the Class List 
1) Select Lists:Class List from the menu. 

Class List 

 

Classes-Use 
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Customer Type 
Use customer types to categorize your customers into meaningful groups. This is useful for tracking 
customer or job related expenses and income. Mailing labels can be selected by Customer Type. 

  Open the Customer Type List 
1) Select Lists:Customer & Vendor Profile Lists:Customer Type List from 

the menu. 

Customer Type List 

 

Customer Type-Assign 

 

Customer Type-On Report 
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Job Type 
Job types are similar to customer types. Use job types to group your customer’s jobs into meaningful 
categories. This is useful for job related expenses and income. 

  Open the Job Type List 
1) Select Lists:Customer & Vendor Profile Lists:Job Type List from the menu. 

Job Type List 

 

Job Type-Assign 

 

Report Filtered By Job Type 
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Customer Custom Field 
Use custom customer fields to track additional information about customers. Custom field data entry is 
manual. This can result in inconsistent data entry and inconsistent results on reports.   

  Define Customer Custom Fields 
1) Click the Customers icon. 

2) Click the Customers & Jobs tab. 

3) Click the Edit Customer button. 

4) Click the Additional Info tab. 

5) Click the Define Fields button. 

6) Enter appropriate information in the Define Fields window. 

7) Click OK. 

8) Click OK. 

Custom Customer Field-Define & Assign 

 

Custom Customer Field-On Report 

 



Mastering QuickBooks Level 2 

167 

Vendor Type 
Use vendor types to categorize vendors into meaningful groups. Mailing labels can be selected by 
vendor type. 

  Open the Vendor Type List 
1) Select Lists:Customer & Vendor Profile Lists:Vendor Type List from the menu. 

Vendor Type List 

 

Vendor Type-Assign 

 

Vendor Type-On Report 
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Vendor Custom Field 
Use custom vendor fields to track additional information about vendors. Custom field data entry is 
manual. This can result in inconsistent data entry and inconsistent results on reports.   

  Define Vendor Custom Fields 
1) Click the Vendors icon. 

2) Click the Vendors tab. 

3) Click the Edit Vendor button. 

4) Click the Additional Info tab. 

5) Click the Define Fields button. 

6) Enter appropriate information in the Define Fields window. 

7) Click OK. 

8) Click OK. 

Custom Vendor Field-Define & Assign 

 

Custom Vendor Field-On Report 
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Item Custom Field 
Use custom item fields to track additional information about items and services. Custom field data 
entry is manual. This can result in inconsistent data entry and inconsistent results on reports.   

  Define Item Custom Fields 
1) Click the Items & Services icon on the Home page. 

2) Click the Item button and select Edit Item from the menu. 

3) Click the Custom Fields button. 

4) Click the Define Fields button. 

5) Enter appropriate information in the Define Custom Fields for Items window. 

6) Click OK. 

7) Click OK in the Custom Fields window. 

8) Click OK in the Edit Item window. 

Custom Fields in Enterprise Solutions 
QuickBooks Enterprise Solutions offers advanced custom fields capabilities. You can format fields for 
specific types of data such as numbers, dates, phone numbers, or multiple choice lists. 
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 Work with Microsoft® Excel® 
 

QuickBooks lets you create custom reports in Excel without having to re-enter the data. This feature 
requires Excel 2000, 2002, 2003, 2007, or 2010. 

  Export a Report to Excel 
1) Display the appropriate report from the Reports menu. 

2) Click the Excel button. 

3) From the menu, select whether to send the report to a new or existing 
spreadsheet. 

4) Click the Advanced button to modify the transfer options. 

5) Click OK. 

6) Click Export. 
7) QuickBooks automatically runs Excel and displays the report. 

Export Report-Update Report 
QuickBooks makes it easy to update report data in Excel if the QuickBooks data changes after export. 
The first time you do this, your QuickBooks Company File must be open. 

  Update Report in Excel 
1) Save the report in Excel. 

2) Click the QuickBooks tab and select Update Report. 
3) Click Browse to select the location of your company file (if necessary). 

4) Click the drop-down arrows to change the date range for the report (if necessary). 

5) Click Update. 
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Export Report-Best Practices 
If you make changes to your exported report, Excel only keeps certain changes: 

1) Renamed report titles 

2) Font formatting in row and column headers 

3) Resized columns 

4) Renamed column and row headers 

5) Inserted rows and columns with information entered 

6) Formulas (the updated report must contain the row associated with the formula) 

7) Inserted text 
Any of the following changes you make to your exported report will have to be updated manually 
when the report is updated: 

1) Font formatting in non-header cells 

2) Formatting other than changes to Font 

3) Moved data cells 

4) Renamed date columns 

5) Inserted rows or columns that are left empty 

6) Sorted columns 
If you entered a formula in your Excel report and you receive an error when you update the report, 
you have two choices: 

1) Close the workbook without saving to retain the report before the update. 

2) Save the report on Sheet1to keep the updated report without the formula. 

 

Updated Report-Formula Error 
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Auto Filter-Audit Trail 
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Using Excel® to Graph 
QuickBooks graphs are limited to those available from the Reports menu. However, Excel 
allows you to graph numeric data from any report. 

  Graph Data in Excel 
1) Display the appropriate report from the Reports menu. 

2) Click the Export button. 

3) From the menu select whether to send the report to a new or existing 
spreadsheet. 

4) Click the Export button. 

5) QuickBooks automatically runs Excel and displays the report. 

6) In Excel highlight the data you want to graph. 

7) Click the Insert tab in Excel. 

8) Select a graph type from the Charts group. 
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 Combine Reports in Excel® 
 

QuickBooks Enterprise Solutions lets you combine financial statements from multiple company 
files. You do this in a few easy steps.  

There are seven reports that you can combine from different company files: Balance Sheet 
Standard, Balance Sheet Summary, Profit & Loss Standard, Statement of Cash Flows, Trial 
Balance, Profit & Loss by Class, and Sales by Customer Summary. 

  Combine Reports from Multiple Companies 
1) Select Reports:Combine Reports from Multiple Companies from the menu. 

2) Click Add Files to combine financial statements for additional company files. 

3) Click Open. 

4) Repeat steps 2 and 3 until all appropriate company files are included. 

5) Select appropriate reports to combine below Select reports for combining. 

6) Enter remaining information in the Combine Reports from Multiple Companies 
window. 

7) Click the Combine Reports in Excel button. 

8) QuickBooks Enterprise Solutions automatically runs Excel and displays the 
combined report. 

Add Company Files 

 

Combine Reports From Multiple Companies 
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Combined Report in Microsoft Excel 
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 QuickBooks Statement Writer 
 

The QuickBooks Statement Writer, available in Premier Accountant and Enterprise Solutions 
editions*, helps you create custom, professional statements. Because it works directly with 
QuickBooks data, you can customize a statement without having to reformat the statement each time 
it is produced. Create multiple statements and supporting documents, including cover letters, 
engagement letters, disclosures, and more. 

  QuickBooks Statement Writer 
1) Select Reports:QuickBooks Statement Writer from the menu. 

2) Choose Create New Report. 
3) Select or enter an appropriate Report Date range. 

4) Select Cash or Accrual as the Basis. 

5) Below Statement and Document Templates, select the desired statement, 
template or related document, and click the right arrow to add it to your selection. 
Repeat this step for each desired report. 

6) Enter an appropriate Report Name. 

7) Click OK. 

8) Use the Document Actions pane to further customize your reports. 

9) To save the report template, select Statement Writer:Save Report below 
Document Actions. 

10) To generate a PDF version of the report, select Statement Writer:Save As:PDF. 

11) To review or customize the report later, open QuickBooks Statement Writer and 
select Open Existing Report. 

 

*QuickBooks Statement Writer included with QuickBooks Enterprise Solutions. Sold separately for 
QuickBooks Premier: Accountant Edition. 30 day free trial included with Accountant Edition. 
Requires Excel and Word 2003 or 2007 (sold separately). 
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 Scheduled Backups 
 

QuickBooks lets you schedule an unattended backup. Run the Backup Wizard to create the backup 
schedule. 

  Schedule Backups 
1) Select File:Backup Company:Create Local Backup from the menu. 

2) Select Local backup. 

3) Click Next. 
4) Select Only schedule future backups. 

5) Click Next. 
6) Click New to create a backup schedule. 

7) Select when to back up. 

8) Click OK. 

9) Enter your Username and Password if necessary, and click OK. 
10) Click Finish. 
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 Condense Data 
 

QuickBooks stores all transactions in your company file. After time passes, you may not need 
details of the transactions in your company data file. The Condense Data feature lets you delete 
the transactions you no longer need. Once the detail is deleted, you can delete list entries that 
are no longer in use. You also have the option to condense uncleared bank and credit card 
transactions, transactions marked to be printed or to be sent, and transactions containing 
unbilled costs. 

This consists of the following:  

 Create a backup copy of your file in case you need summarized detail 

 Delete transactions that are no longer needed for your current records 

 Add monthly transactions that summarize the deleted transactions 

 Delete list items you no longer need (optional) 

Certain entries are not condensed during this process. These include: 

1) Transactions that have an open balance 

2) Transactions linked to other transactions that can’t be closed 

3) Payroll transactions in the current year 

4) Transactions considered “open”, including all credits, payments, and journal entries 
that are not applied to the respective invoices 

5) Transactions containing Unbilled costs (can be overridden) 

6) Uncleared/unreconciled bank and credit card transactions (can be overridden) 

7) Transactions marked To be printed or To be sent (can be overridden) 

  Condense Company Data File 
1) Select File:Utilities:Condense Data from the menu. 

2) Click Yes in the Budget Data May Be Affected window (if applicable). 

3) Click the Remove transactions as of a specific date button. 

4) Enter appropriate information in the Condense Data windows. 

5) Click the Begin Condense button. 

6) Click OK in the QuickBooks Information window. 

7) Complete the backup of the company file. 

8) Click OK in the final QuickBooks Information window. 
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Choose a Condense Option 

 

Select Additional Criteria for Removing Transactions 

 

Select Unused List Items To Remove 
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 Improve Performance 
 

As the size of your data file increases, QuickBooks becomes slower and slower. There are some 
techniques that you can use to improve the performance of QuickBooks. 

Within QuickBooks 
1) Turn off these preferences in QuickBooks: 

a) Auto recall last transaction 

b) Refresh reports automatically 

c) Warnings about duplicate estimates, purchase orders, checks, invoices, and 
sales orders as well as transaction date warnings (these warnings can be 
important) 

2) For multi-user systems, perform processor intensive tasks in Single-user Mode, such as: 

a) Running long reports 

b) Pay employees, payroll liabilities, or sales taxes 

c) Reconcile accounts 

d) Change inventory prices 

e) Adjust the value or quantity of inventory 

3) For multi-user systems, place the data file on the most powerful computer 
available 

4) Set up “hosting” of multi-user access on the same computer as the data file 

5) Perform regular company file backups 

Within Windows 
1) Turn off all unnecessary programs that run in the background when Windows 

starts. These programs reduce the amount of memory available for other programs 
such as QuickBooks. 

2) Quit other programs before starting QuickBooks 

3) Check your hard drive space and virtual memory. Also, check your hard drive by 
running utilities such as ScanDisk and Defrag. 

4) Add more RAM to your computer 

Upgrade to QuickBooks Enterprise Solutions 
If the above recommendations do not improve the performance of your level of QuickBooks, 
consider upgrading to QuickBooks Enterprise Solutions. Enterprise Solutions is intended for 
companies that are outgrowing other QuickBooks editions. Enterprise Solutions allows up to 30 
concurrent users, removes names list limits, and improves the performance of entering 
transactions and running reports in a larger file. For more information about Enterprise 
Solutions, visit the QuickBooks website at quickbooks.intuit.com. 
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 Corrupt Data Files  
 

There are several reasons why a QuickBooks file might become damaged. These include:  

 Your computer experienced a power fluctuation 

 Your hard drive is damaged 

 You experienced network interference while working in a multi-user environment 

 Your computer is infected with a virus 

If you suspect your file is damaged, here are a few techniques to try:  

1) Restart Computer 
Restarting the computer commonly solves many unusual computer problems. 

2) Current Version 
If you have multiple versions of QuickBooks installed on your computer, make sure the most 
current version and maintenance release is being used. 

3) Problems with Program 
There could be a problem with the QuickBooks program rather than your file. Try opening the 
file on another computer. Or, try opening a QuickBooks sample file from your computer. If 
there is a problem with the QuickBooks program, re-install the program from the CD-ROM. 

4) Verify & Rebuild Data 
Try the Verify Data and Rebuild Data functions. These are explained in the next section. 

5) Memorized Transaction Problem 
If there is a problem opening the data file, change the system date to one year ago and re-open 
the file. If this works, this indicates that a damaged memorized transaction is set to enter 
automatically. Delete the memorized transaction. Change the system date back to the current 
date. Open the data file and re-create the memorized transaction. 

6) Problem Updating QuickBooks 
If there is a problem updating to a new version of QuickBooks, run the Verify Data and Rebuild 
Data features in the earlier version of the software. A data file problem can keep the data file 
from converting to a new version. Running Verify Data and Rebuild Data in the earlier version 
may fix the damage.  

7) Restore from Backup 
Restore from the most recent backup that is not damaged. However, this means you will lose 
the work since the backup was made. 

8) Intuit Data Recovery Service 
As a last resort, use the Intuit Data Recovery Service. This service may be able to fix the file. Service 
fees apply. Check the QuickBooks website or QuickBooks help system for more information. 
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 Verify/Rebuild Data Files 
 

Use Verify Data and Rebuild Data when your data file is damaged. The Verify Data feature often 
detects the damage in the data file. The Rebuild Data feature often fixes the damage. Intuit 
recommends that you rebuild data only when directed to do so by Intuit Technical Support. This is 
because Rebuilding Data could create additional problems in the data file. 

Verify & Rebuild Data 

  Verify Data File 
1) Select File:Utilities:Verify Data from the menu. 

2) Click OK in the Verify Data window. 

3) Click OK in the QuickBooks Information window. 

  Rebuild Data File 
1) Select File:Utilities:Rebuild Data from the menu. 

2) Click OK in the Rebuild Data window. 

3) Click OK in the QuickBooks Information window. 

4) Complete the backup of the company file, then click OK. 

5) Click OK in the QuickBooks Information window. 

Results of Verify/Rebuild Data 

  View Results of Verify/Rebuild Data 
1) Press F2 to display the Product Information window. 

2) Press F3 to display the Tech Help window. 

3) Click the Open File tab. 

4) Select QBWIN.LOG below Select a file to open. 

5) Click the Open File button. 

6) Scroll to the end of the document. 

 



File Utilities-Chapter 12 

184 



 

185 

Chapter 13-
Importing & 

Exporting 

Mastering QuickBooks  
Level 2 



Importing & Exporting-Chapter 13 

186 

 

 Between QuickBooks Files 
 

QuickBooks allows you to transfer lists and templates between QuickBooks files. You can also 
export memorized reports from QuickBooks Premier and Enterprise Solutions. However, you 
cannot export transactions out of QuickBooks, unless you use a data-transfer utility which you 
can find at marketplace.intuit.com. 

Lists 

  Export Lists 
1) Select File:Utilities:Export:Lists to IIF Files from the menu. 

2) Click the appropriate boxes to select lists to export. 

3) Click OK. 

4) Enter the File name: and location in the Export window. 

5) Click Save. 

6) Click OK in the QuickBooks Information window. 

 

  Import Lists 
1) Open the company importing the list. 

2) Select File:Utilities:Import:IIF Files from the menu. 

3) Select the appropriate file to import in the Import window. 

4) Click Open. 

5) Click OK in the QuickBooks Information window. 

 



Mastering QuickBooks Level 2 

187 

Templates 
There is a different process for exporting and importing templates (customized forms). 

  Export Template 
1) Select Lists:Templates from the menu.  

2) Click to select the template for export. 

3) Click the Templates button. 

4) Select Export from the menu. 

5) Enter the File name and location in the Specify Filename for Export window. 

6) Click Save. 

 

  Import Template 
1) Open the company importing the template. 

2) Select Lists:Templates from the menu. 

3) Click the Templates button. 

4) Select Import from the menu. 

5) Select the template file to import in the Select File to Import window. 

6) Click Open. 

7) Click the Manage Templates button in the Basic Customization window. 

8) Enter the form’s name as the Template Name. 

9) Click OK. 

10) Click OK. 
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Memorized Reports and Report Groups 
Report templates (memorized reports) and report groups can be exported using QuickBooks Premier 
and Enterprise Solutions. These reports and group templates can then be imported into QuickBooks 
Pro, Premier, or Enterprise Solutions. 

  Export Report Template or Group 
1) Select Reports:Memorized Reports:Memorized Report List from the menu. 

2) Click the memorized report or report group to export. 

3) Click the Memorized Report button. 

4) Select Export Template from the menu. 

5) Enter the File name and location of the report template or group. 

6) Click Save. 

Export Report Template 

 

Specify Filename for Export 
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  Import Report Template or Group 
1) Open the company importing the report template or group. 

2) Select Reports:Memorized Reports:Memorized Report List from the menu. 

3) Click the Memorized Report button. 

4) Select Import Template from the menu. 

5) Select the report template or group file to import in the Select File to Import window. 

6) Click Open. 

7) Enter the report template or group name as the Name. 

8) Click OK. 

Import Report Template 

 

 Name Memorized Report 
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 QuickBooks and Other Programs 
 

Export Lists to Other Programs 
QuickBooks can export lists from QuickBooks to other programs. To export a list, follow the 
instructions shown in the last section. You cannot select which fields to export, specify the sort order, 
or filter the list information during the export process. However, the export file can be opened in a 
spreadsheet program and modified to meet the requirements of the other software program. 

Export Transactions to Other Programs 
QuickBooks cannot export transactions. An alternative is to create a transaction report and print/save it 
as a tab-delimited file, or export the report as a comma separated values (.CSV) file. However, 
important internal transaction information cannot be added to QuickBooks reports. Therefore, the tab-
delimited file or CSV file cannot be imported back into QuickBooks without modification. You can 
also export a list of transactions from the Transaction Tab of the Centers. First display the transactions 
you want. Then click the Excel drop-down list and select Export Transactions. 

Import Lists/Transactions from Other Programs 
QuickBooks can import lists and transactions from other programs not on the list of integrated 
applications, if the data is formatted correctly. If you are converting from another accounting system, 
it may be possible to import lists and transactions from the other system. To do so, the other program 
must allow you to export a tab or comma-delimited text file. 

There are 4 options for importing lists or transactions: 

1) Create an IIF file from scratch 

2) Reformat an existing file to IIF format 

3) Write a computer program to reformat data to IIF format 

4) Use a data transfer utility* 

For the first two options, it is suggested that a spreadsheet program be used to create/reformat the data 
to IIF format. There are two considerations. 

First, creating IIF files can be extremely difficult and complex. It is recommended only for users with 
programming experience.  

Second, unless you are importing a very large file (more than 200 transactions), it is likely more 
efficient to enter the data directly into QuickBooks.  
*You can also use a data-transfer utility to automatically transfer transactions. To find these solutions, 
visit marketplace.intuit.com and type “IIF” or “data transfer utility” in the search field. 
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To build the IIF file using another program, follow these instructions: 

  Import Lists or Transactions from Another Program 
1) In the other program, export the list or transactions to a tab or comma-delimited 

file. 

2) Open the file in a spreadsheet program. 

3) Insert a column to the left so that the first column is blank. 

4) Insert a row at the top so that the first row is blank. 

5) Enter the List Type in cell A1. 

6) Fill in the remaining cells of the first column using the List Type from Step 5. 

7) Add the column headings to the first row.  
These headings can be found in QuickBooks Help. Look in QuickBooks Help 
for importing data:IIF file format. Select the help topic titled Reference Guide to 
Import files. Click the appropriate List Type in the QuickBooks Help window. 

8) Verify that the column headings match the information in the columns. 
The spreadsheet columns might require modification. 

9) Save the spreadsheet as a tab or comma-delimited file, with the .iif extension. 

10) In QuickBooks, open the company importing the file. 

11) Select File:Utilities:Import:IIF Files from the menu. 

12) Select the appropriate file to import in the Import window. 

13) Click Open. 

14) Click OK in the QuickBooks Information window. 
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 QuickBooks & Integrated Applications 
 

QuickBooks can integrate other programs’ data with QuickBooks data*. To find an integrated 
application for your industry, follow these steps. 

  Find Integrated Applications 
1) Click Help:Add QuickBooks Services  

 
*Additional fees apply. Terms, conditions, pricing, features and service offerings subject to change. 
Internet access may be required. 
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 QuickBooks and Excel® 
 

You can import selected lists from Excel into QuickBooks. Those lists include Accounts, Vendors, 
Customers, and Items. 

  Import Lists from Excel 
1) Select File:Utilities:Import:Excel Files from the menu. 

2) Enter the name of the import file in the Import a file window. 

3) Click the Browse button to change the file name or import file location. 

4) Click Open. 

5) Add or select a data mapping (if necessary). 

6) Click Import. 
7) Click OK in the QuickBooks Information window. 

Map Excel List Data 

 

Import a File 
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 Add/Edit Multiple List Entries 
 

   Add/Edit Multiple List Entries 
1) Select Lists:Add/Edit Multiple List Entries from the menu. 

2) Click the Lists drop-down list and select Customers. 

3) Click Customize Columns. 

4) Add, remove, or reorder columns so the QuickBooks columns match the Excel columns. 

5) Click OK. 

6) Copy the records to be imported from the Excel document. 

7) Paste the records to be imported into the Add/Edit Multiple List Entries window. 

8) Clean up, add or edit data as necessary. 

9) Click Save Changes. 
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 General Journal Entries 
 

Make Journal Entry 

  Make Journal Entry 
1) Select Accountant:Make General Journal Entries from the menu. 

2) Enter appropriate information in the Make General Journal Entries window. 

3) Click Save & Close. 

Below are some special considerations before making journal entries. 

1) You must specify a name for entries to accounts receivable, accounts payable, and 
sales tax payable accounts. This way, QuickBooks can assign the entry to the proper 
name in the subledger. 

2) You can only use one accounts receivable or accounts payable line per journal entry. 
Make multiple journal entries if you need to adjust multiple accounts receivable, 
accounts payable, or sales tax payable accounts. 

3) Journal entries to accounts payable or accounts receivable will affect the sub-ledgers 
but still need to be applied. 

4) Journal entries can affect 1099s, but they can also create unexpected results. 

5) Journal entries to accounts receivable will affect customer statements printed for 
customers. 

6) Journal entries made to any payroll tax liability accounts will not affect the liabilities 
shown in the built-in payroll system and payroll reports. 

Reversing Journal Entry 
It’s easy to reverse a journal entry in QuickBooks Premier and Enterprise Solutions. 

  Reverse Journal Entry 
1) Display the journal entry to be reversed. 

2) Click the Reverse button. 

3) Check the accuracy of the reversing entry Date. 

4) Click Save & Close. 
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 Year-End Procedures 
 

Keep as many years of data in QuickBooks as needed. However, there are certain procedures that 
your clients should follow at year-end. In this chapter, you learn six steps they should complete 
in QuickBooks at year-end.  

1) Client should consult you (accountant) and the QuickBooks Year-End Guide to 
build a complete list of tasks to perform at year-end 

2) Client sets a closing date and password to restrict users from a prior period 

3) Get QuickBooks financial information from your client using a method such as the 
Accountant’s Copy 

4) Incorporate your (accountant) changes into the client company file 

5) Clean up company data to delete a prior period’s transaction detail 

6) The automatic year-end transfer of net income (loss) to retained earnings 

Set a Closing Date 
The second year-end procedure involves restricting user access to prior accounting periods and 
setting a closing date and password. To make a change to a prior period, a user must have 
access and must know the closing date password. 

  Set a Closing Date & Password 
1) Select Company:Set Closing Date from the menu. 

2) Click the Set Date/Password button. 

3) Enter the Closing Date in the Set Closing Date and Password window. 

4) Enter the password as the Closing Date Password: 
5) Enter the password as the Confirm Password: 
6) Click OK. 

7) Click OK. 
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 Accountant-Client Scenarios 
 

You should review your client’s file at least once a year. What is the best way for you to work 
on your client’s file? In this section, you learn common real world scenarios. 

(1) You Travel to Client’s Office 
With this scenario, you do not transfer data or files back and forth. The disadvantage is this 
can result in lots of travel time. Plus, your time on your client’s computer might be 
unproductive for them. 

(2) Accountant’s Copy Received/Changes Sent Back 
Your client sends you an accountant’s copy of the data file. You make the adjustments and 
return them to your client. With this option, both you and your client can work on the data file 
at the same time. These are the steps involved: 

1) Client creates an accountant’s copy and specifies an appropriate Dividing Date 

2) Accountant opens the accountant’s copy 

3) Accountant makes adjustments to the accountant’s copy. Meanwhile, the client 
continues to work with the original file. 

4) Accountant creates export file of adjustments 

5) Client imports adjustments into the original file 

(3) Data File Received/Data File Sent Back 
Your client sends you a copy of the data file. You make changes directly to the data file and send 
the file back to your client. In order to make this effective, you and your client must have the 
same version and release of QuickBooks. The following is a summary of the steps involved: 

1) Client creates a portable company file 

2) Client sends you the portable company file 

3) You open the portable company file and save it to your hard drive 

4) You make the necessary adjustments to the data file. Because this is not the 
accountant’s copy, you are not restricted to journal entries. 

5) When complete, you create an updated portable company file 

6) You send the portable company file back to your client 

7) Client opens the portable company file and saves it to their hard drive. If your client 
saves the file using the original filename and location, they will overwrite the 
existing file. This is correct unless your client made changes while you had the data 
file. 

Your client will not be able to continue making entries in the data file while you are reviewing the 
file. Your changes cannot be merged into the existing file. 
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(4) Data File Received/Report of AJE’s Sent 
In this scenario, your client sends a portable company file to you. You make the appropriate 
changes and entries. Then, you prepare a report of changes which you send back, so your client 
can enter the changes into the original data file. One possible problem with this method is that 
your client is responsible for entering the adjustments. However, your client can continue working 
on the data file while you determine any necessary adjustments. The following is a summary of 
the steps involved with this method: 

1) Client sets a closing date and password to close the period for which you are 
making adjustments.  

2) Client creates a portable company file. 

3) Client sends you the portable company file. 

4) You open the portable company file and save it to your hard drive. To open the file, 
you will need to have the same (or higher) version and release of QuickBooks. 

5) You make the necessary adjustments to the data file. Because this is not the 
accountant’s copy, you are not restricted to journal entries. It is suggested that the 
accountant make only general journal entries for the adjustments. That way, you 
can easily generate a report of the adjustments for your client. 

6) You print a journal report of adjustments for your client. Complete the following 
steps to create this report:  

  Create Journal Report 
1) Select Reports:Accountant & Taxes:Journal from the menu. 

2) Enter appropriate Dates to include on the report. 

3) Click the Customize Report button and click the Filters tab. 

4) Click Transaction Type in the list of Filters to the left. 

5) Click the Transaction Type drop-down list and select Journal. 
6) Click Entered/Modified in the list of Filters to the left, then enter 

appropriate dates to the right. 

7) Click OK. 

Also, you could enter your initials in the Entry No. or Memo fields on the 
adjustments and add an appropriate filter to include only your journal entries. 

7) You send the report to your client. 

8) Client enters the adjustments into the data file.  
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 Accountant’s Copy-Step by Step 
 

The Accountant's Copy is an easy way to work with clients that use QuickBooks. The full 
Accountant's Copy process is comprised of five steps. See Scenario (2) on Page 198 for an overview 
of the steps. There are some restrictions on you and your client during the Accountants Copy. 

What Client Can Do 

What You Can Do 
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  Step 1-Create Accountant’s Copy (Client) 
1) Select File:Send Company File:Accountant’s Copy:Save File from the menu. 

2) Click Next. 
3) Enter the Dividing Date. 

4) Click Next. 
5) Click OK in the Close All Windows window. 

6) Change the Save in location and File name if necessary. 

7) Click Save. 

8) Click OK in the Accountant’s Copy Created window. 

9) Deliver the Accountant’s Copy to your accountant by email, CD, or other method. 

 

  Step 2-Open Accountant’s Copy (Accountant) 
1) Save the Accountant’s Copy file you received from your client to your computer. 

2) From the menu select File:Send Company File:Accountant’s Copy:Open & 
Convert Transfer File from the menu. 

3) Click Next. 
4) Click Next. 
5) Select the Accountant’s Copy file in the Open Accountant’s Copy Transfer File 

window. 

6) Click Open. 

7) Change the Save in location and the File name in the Save As Accountant’s 
Copy window. 

8) Click Save. 

9) Click OK. 

  Step 3-Make Adjustments (Accountant) 
1) Select Company:Make General Journal Entries from the menu. 

2) Enter adjustments in the Make General Journal Entries window. 

3) Click Save & Close. 
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  Step 4-Export Changes from Accountant’s Copy (Accountant) 
1) Select File:Send Company File:Accountant’s Copy:View/Export Changes for 

Client.  
2) (Optional) Enter a Note for your client. 
3) Click Create Change File. 

4) Select the Save in location and change the File name if necessary. 

5) Click Save. 

6) Click OK. 

7) Deliver the Change File to your client by email, CD, or other method. 

 

  Step 5-Import Accountant’s Changes (Client) 
1) Select File:Send Company File:Accountant’s Copy:Import Accountant’s 

Changes from File from the menu. 

2) Select the appropriate file in the Import Accountant’s Changes window. 

3) Click Open. 

4) Click Incorporate Accountant’s Changes. 

5) Click OK to close all the windows. 

6) Click OK to create a backup of the data file. 

7) Click Save. 

8) Click OK in the QuickBooks Information window. 

9) Click Close. 
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 Condense Data 
 
QuickBooks allows you to delete unnecessary detail from past years through a process called 
Condense Data. It is suggested that you choose a condense date that keeps at least one year of 
detail in your data file.  

This is not a required task at year-end. However, there are some benefits. For instance, once the 
detail is deleted, QuickBooks lets you delete list items that are no longer in use.  

What Does Condensing Company Data Do? 
 Creates a Backup copy of your file before transactions are deleted 

 Deletes transactions no longer needed for your current records 

 Adds monthly transactions that summarize the deleted transactions  

The backup file name contains the date you clean up data, your company name, and the label 
"Archive Copy". This file coexists with your regular file and should not be used for entering 
daily transactions. 

What Transactions are Not Deleted? 
Various transactions are not deleted during this process. These include: 

1) Transactions that have an open balance 

2) Transactions linked to other transactions that can’t be closed 

3) Payroll transactions dated in the current year 

4) Transactions considered “open”, including all credits, payments, and journal entries 
that are not applied to the respective invoices 

5) Transactions containing Unbilled costs (can be overridden) 

6) Uncleared/unreconciled bank and credit card transactions (can be overridden) 

7) Transactions marked To be printed or To be sent (can be overridden) 

Condense Data 
Complete the following steps to Condense Data. 
  Clean Up a Company Data File 

1) Select File:Utilities:Condense Data from the menu. 

2) Click Yes in the Budget Data May Be Affected window (if applicable). 

3) Click the All transactions button. 

4) Click the Next button. 

5) Click Yes in the Condense Data window. 

6) Click the Begin Condense button. 
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 Year-End Closing Entry 
 

Most accounting software programs make an entry at year-end to transfer the current year's net 
income (loss) to the equity accounts. QuickBooks automatically transfers the current year’s net 
income (loss) to Retained Earnings. This can be called a virtual entry because QuickBooks 
makes the entry for report purposes only.  
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 Closing Entries 
 

QuickBooks makes the transfer of net income (loss) to Retained Earnings for report purposes only. 
There are no actual entries made to the Retained Earnings account. Also, Retained Earnings does not 
have an account register like other Balance Sheet accounts. Changes to a prior period will change the 
Retained Earnings balance. However, it is difficult to find these changes.  

Retained Earnings-A Better Way 
In this section, you learn a better way of handling Retained Earnings. There are two benefits to this 
method: 

1) You use Retained Earnings like any other QuickBooks account. This means you 
can see year-end closing entries in the account register. 

2) It will be easier to find changes made to prior year’s balances.  

Remember that QuickBooks does not make the actual journal entry at year-end. With this method, you 
make the journal entry that QuickBooks does not make. This method includes the following steps: 

1) Change the name of the account titled Retained Earnings to Prior Period 
Adjustments. Later, only changes made to the prior year will be shown in this 
account. 

2) Add a new Equity account titled Retained Earnings to the chart of accounts. 

3) As of the Start Date of the company, make a journal entry to transfer the balance 
in the “Prior Period Adjustments” account to the new “Retained Earnings” 
account. The amounts for the journal entry can be found by running a Balance 
Sheet as of the Start Date. 

4) As of the first day of each new fiscal year, make a journal entry to transfer the 
last year’s net income from Prior Period Adjustments to Retained Earnings. In 
other words, you are making the journal entry that QuickBooks does not make! 
The amount of the entry can be found by running a Balance Sheet as of the first 
day of the next year. 

(1) Change Account Name 
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(2) Create New “Retained Earnings” Account 

 

(3) Journal Entry as of Start Date 

 

Balance Sheet After Entry 
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(4) Annual Journal Entry 

 

Balance Sheet After Journal Entry 

 

Retained Earnings Account Register 
Now, the balance in Retained Earnings acts like any other balance sheet account. You can double-click 
on the account to see the transactions. Transactions now appear on reports such as the General Ledger.  
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 Find Prior Year Changes 
 

The method shown in the last section allows you to see changes to prior year’s balances. The changes 
appear in the Prior Period Adjustments account. This section focuses on finding prior period changes. 

Closing Date Exception Report 
QuickBooks Premier and Enterprise Solutions provide a “Closing Date Exception Report” which lists 
changes made to transactions dated before the closing date. This report works even if the Audit Trail 
feature is not enabled. The Closing Date Exception Report does not show deleted transactions. 

  Display Closing Date Exception Report 
1) Select Reports:Accountant & Taxes:Closing Date Exception Report 

from the menu. 

Finding Changed Transactions 
To see the changes made to the prior year’s balances, follow these steps:  

1) Run a Balance Sheet as of the current date. If a balance appears in the Prior 
Period Adjustments account, this is the amount of prior year’s changes. 

2) To find the changes, run an Audit Trail report. Modify the report so that it shows 
transactions entered or changed with a transaction date in the prior period. Also, 
modify the report to show transactions entered since you made the annual 
retained earnings adjustment. QuickBooks Premier and Enterprise Solutions 
users should run the Closing Date Exception Report. 

3) Make necessary adjustments to correct the prior year’s balances. 

The suggested method does not find changes that were not specific changes to transactions. For 
instance, changing the Income Account for an Item would not appear on the Audit Trail or Closing 
Date Exception Report. 

(1) Current Balance Sheet 

 



Mastering QuickBooks Level 2 

209 

(2) Audit Trail Report 

  Identify Prior Year’s Changes 
1) Select Reports:Accountant & Taxes: Audit Trail from the menu. 

2) Click the Customize Report button. 

3) Enter a date before the Start Date of the data file as the From below Report 
Date Range. 

4) Enter the last day of the prior year as the To. 

5) Enter the date of the last Retained Earnings adjustment as the From below 
Days Entered/Last Modified. 

6) Enter the current date as the To. 

7) Click OK. 

Modify Report Window 

 

Audit Trail Report Showing Changes 
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 Report Issues 
 

Cash Basis Balance Sheet 
A common problem is the inclusion of Accounts Receivable and/or Accounts Payable balances on a 
cash basis balance sheet. This is because of the way QuickBooks handles certain transactions on a cash 
basis balance sheet.  

 Review Balance in Cash Basis A/R or A/P 
1) Select Reports:Company & Financial:Balance Sheet Standard from the menu.  

2) Click the Customize Report button. 

3) Click the Cash button below Report Basis. 

4) Click OK. 

5) Double-click the balance in Accounts Receivable or Accounts Payable. 

6) Click the Customize Report button. 

7) Click the Filters tab. 

8) Click Paid Status in the list of filters to the left. 

9) Select Open below Paid Status. 

10) Click OK. 

Modify Report Window 

 

Transactions by Account: Cash Basis A/R 
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What’s Included on a Cash Basis Balance Sheet? 
Accounts Receivable 
For Accounts Receivable, the following transactions are included on a cash basis balance sheet: 

1) Using an item linked to a balance sheet account on an invoice. A cash basis 
balance sheet will include the following entry: 

(dr) Accounts Receivable XXX 
(cr) Balance Sheet Account XXX 

 

2) Selling inventory on an invoice. A cash basis balance sheet will include the 
following entry: 

(dr) Accounts Receivable XXX 
(cr) Inventory XXX 
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3) Unapplied payments in Accounts Receivable. A cash basis balance sheet will 
include this entry: 

(dr) Bank Account/Undeposited Funds XXX 
(cr) Accounts Receivable XXX 

 

Accounts Payable 
For Accounts Payable, the following transactions are included on a cash basis balance sheet: 

1) Using an item linked to a balance sheet account on a bill 

2) Buying inventory on a bill 

3) Using a balance sheet account on the expense tab of a bill 
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A/R Reports Do Not Match Balance Sheet 
What if Accounts Receivable on the Balance Sheet does not match Accounts Receivable reports like 
the Open Invoices report? There are three reasons why this might occur. 

1) The reports are run at different times (easy to distinguish with the Time Prepared 
header option). 

2) The Balance Sheet is run on a cash basis (easy to distinguish with the Report 
Basis header option). 

3) The A/R report is aging based on the wrong date. This is usually caused by 
reports run using a date in the past. 

  Change Date Used for A/R Aging Option 
1) Run the appropriate report from the Reports menu. 

2) Click the Customize Report button. 

3) Click the Advanced button. 

4) Click the Report Date button below Open Balance/Aging in the Advanced 
Options window. 

5) Click OK. 

6) Click OK. 

 

General Ledger for a Few Accounts 
You may need to print the general ledger report for only a few accounts. If you filter for just these 
accounts, the report still prints the other accounts with zero balances! Use the following advanced 
display feature to solve the problem. 

  Prepare General Ledger for a Few Accounts 
1) Select Reports:Accountant & Taxes:General Ledger from the menu. 

2) Click the Customize Report button. 

3) Click the Filters tab. 

4) Click Account in the list of filters to the left. 

5) Click the Account drop-down list and select Multiple accounts. 

6) Choose the appropriate accounts from the list. 

7) Click OK. 

8) Click the Display tab. 

9) Click the Advanced button. 

10) Click the In Use button below Include in the Advanced Options window. 

11) Click OK. 

12) Click OK. 
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Transaction Journal 
QuickBooks makes the journal entries when you enter checks, invoices, or other transactions. To see 
the journal entry made by QuickBooks, display the original transaction and run the Transaction 
Journal report. 

  Review the Transaction Journal 
1) Display the original transaction. 

2) Select Reports:Transaction Journal from the menu, or press Ctrl+Y. 

 

Entry Journal 
To generate a report listing transactions entered during a specific period, regardless of the transaction 
dates, follow these steps: 

  Generate an Entry Journal Report 
1) Select Reports:Custom Reports:Transaction Detail from the menu. 

2) Click the Filters tab. 

3) Click Entered/Modified from the list of filters to the left. 

4) Enter the dates for which you want to see transactions entered or modified. 

5) Click OK. 
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 Set Up Multiple Currencies 
 

To use multiple currencies in your company file you must do the following: 

1) Turn on the multiple currencies preference 

2) Activate the foreign currency (or currencies) for your transactions 

3) Download the latest exchange rates or enter the exchange rates manually 

4) Assign a foreign currency to each foreign customer  

Turn on Multiple Currencies 

  Enable Multiple Currencies  
1) Select Edit:Preferences from the menu. 

2) Click the Multiple Currencies icon in the list to the left. 

3) Click the Company Preferences tab. 

4) Click Yes, I use more than one currency. 

5) Click Yes. 

6) Select your Home currency. 

7) Click OK. 

 
 

 

 

 

 

 



Mastering QuickBooks Level 2 

217 

Activate Foreign Currencies 

  Activate Currencies 
1) Select Lists:Currency List from the menu. 

2) Check the box to Include inactive. 

3) Click to remove the X from the currency you want to use. 

4) Uncheck Include inactive to show only the active currencies. 

 

Download Exchange Rates 

  Download Current Exchange Rates 
1) Select Lists:Currency List from the menu. 

2) Select the currency you want to update exchange rates for. 

3) Click Activities:Download Latest Exchange Rates from the menu. 

 



Multicurrency-Appendix 

218 

Assign Foreign Currency to Customer 

  Assign Currency  
1) Click the Customers icon. 

2) Edit a customer or add a new customer. 

3) Click the Currency drop-down list and select the customer’s payment currency. 

4) Click OK. 

 

Foreign A/R Account 
When assigning a foreign currency to a customer, QuickBooks automatically creates an accounts 
receivable account for that currency. 
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 Foreign Price Level 
 

  Foreign Price Level 
1) Click Lists:Price Level List. 
2) Click Price Level:New. 

3) Click Price Level Type drop-down list and select Per Item. 

4) Select the Currency you want to use for the price level. 

5) Assign a foreign price for each Item as appropriate. 

6) Click OK. 

New Foreign Price Level 

 

Assign Price Level to Customer 
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 Multiple Currency Transactions 
 

Invoice Customer 
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Receive Payment 

 

Profit & Loss Statement after Customer Payment 
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Record Deposit 
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 Reports/Activities 
 

  Report Realized Gains/Losses 
1) Select Reports:Company & Financial:Realized Gains & Losses from the menu. 

 

  Report Unrealized Gains/Losses 
1) Select Reports:Company & Financial:Unrealized Gains & Losses from the menu. 

2) Enter the appropriate information in the Enter Exchange Rates window. 

3) Click Continue. 
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Home Currency Adjustment  
A Home Currency Adjustment adjusts your financial statements to reflect the amount of realized 
gain/loss you would have if your customers paid remaining balances at the current exchange rate. 
Perform a Home Currency Adjustment when you prepare your financial statements.  

  Home Currency Adjustment 
1) Click Lists:Currency List. 
2) Click Activities:Home Currency Adjustment. 
3) Click the Currency drop-down list and select the currency to adjust. 

4) Click Calculate Adjustment. 
5) Select the customers you want to adjust. 

6) Click Save & Close. 

Calculate Adjustment 

 

Home Currency Adjustment 
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Balance Sheet after Adjustment 
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 Significant Undeposited Funds 
 

Diagnose Incorrect Undeposited Funds 

1) Large Balance 

 

2) Old Dates 

 

3) Duplicate Payments 
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Fix Undeposited Funds 
1) Remove the balance from the Undeposited Funds account  

2) Remove the extra income recorded 
Note: If these sales are from previous years, the extra income should be removed 
from the appropriate equity account. 

Select All Payments for Deposit 

 

Record the Total Deposit as a Negative Number 
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 Common Setup Errors 
 

 
Change Account Type 
If your clients create accounts on their own, they often choose the wrong type. This causes their 
financial statements to be inaccurate.  Some account types cannot be changed.  These include 
Accounts Receivable, Accounts Payable, and Retained Earnings. 

  Edit Account Type 
1) Click the Chart of Accounts icon on Home page. 

2) Select an account in the list. 

3) Click the Account button and select Edit Account. 
4) Click the Account Type drop-down list and select the appropriate account type. 

5) Click Save & Close. 

Chart of Accounts Window 
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Choose the Appropriate Account Type 
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 Client Data Review 
 

The Client Data Review makes it easy to complete period-end tasks and locate client errors all from 
one window.  

  Start Client Data Review 
1) Select Accountant:Client Data Review:Client Data Review from the menu. 

2) Adjust the Review Date Range and/or Review Basis. 

3) Click Start Review. 
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  Work with Client Data Review 
1) Click the Cleanup Task you want to complete and make changes as 

appropriate. 

2) Update the Status and add Task Notes or Review Notes as appropriate. 

3) To print the review, click Print. To save a copy of the review for your 
records, click Save as PDF. 

4) To close the review and return later, click Close. Or click Mark Review 
Complete to clear the Task Notes for the next review. 

5) Return the information to your client if necessary (if you are working from a 
standalone copy of your client’s data file rather than through an Accountant’s 
Copy). 
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  Customize Client Data Review 
1) Click the gear icon at the top of the Cleanup Tasks list. 

2) Select Tasks or Categories to add to the Client Data Review. 

3) Click Restore Defaults to show the default Categories and Tasks, or click 
Save Changes to keep your selections. 
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 Fixed Asset Manager 
 

The Fixed Asset Manager is available in QuickBooks Premier: Accountant Edition and 
QuickBooks Enterprise Solutions. When you open the Fixed Asset Manager, it imports your 
client’s Fixed Asset Items. If necessary, you can add, change, or dispose of fixed assets using the 
Fixed Asset Manager. Then, you can calculate depreciation and post an entry to your client’s 
QuickBooks file. 

  Create New Fixed Asset Manager Client 
1) Select Accountant:Manage Fixed Assets from the menu. 

2) Select Create a new Fixed Asset Manager client. 
3) Click OK.  

4) Click Next to begin the new client setup.  

5) Enter appropriate information in the remaining windows.  

6) Review the Summary information. 

7) Click Finish. 

Create New Fixed Asset Manager Client 

 

Fixed Asset Manager 
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Add Fixed Asset Item 

  Add Fixed Asset Item 
1) Click the Add button or select Asset:Add Asset from the menu. 

2) Enter the General Asset Information. 

3) Click Save.  

 

Calculate and Post Depreciation 

  Post Depreciation Entry 
1) Select QuickBooks:Post Journal Entry to QuickBooks from the menu. 

2) Enter the appropriate date and journal entry number. 

3) Press Tab. 

4) Click Post Entry to QuickBooks. 
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