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INTRODUCTION and ACKNOWLEDGEMENTS

This manual is designed to introduce the reader to the use of QuickBooks Pro™
accounting software for farm businesses. QuickBooks 2008 software is used in the
manual. Intuit releases anew version annually. NOTE: If you own aversion other than
2008 exercises may be done a bit differently. Basic accounting concepts are addressed,
emphasizing the use of QuickBooks to record farm business transactions and generate
reports useful for measuring management and financial performance and for income tax

preparation. The abbreviation of QB will be used for QuickBooks throughout the manual.

The authors are Stanley Schraufnagel, Professor, Department of Agricultural Economics,
University of Wisconsin-River Falls and Jenny Vanderlin, Assistant Director, Center for
Dairy Profitability/UW-Extension.

Funding for this manual was made by the North Central Risk Management Education
Center and the USDA Risk Management Agency. Thismanual isdivided into
Beginning Topics (Chapters 1-4) and Intermediate (Chapters 5-10) topicsin fulfillment
of funding focus. The authors would like to recognize Mike Sabel, Agribusiness
Instructor, Mid-State Technical College for his thorough editorial review and production
efforts by Gayle Dodge.



CHAPTER 1. Accounting Basics

A. Why IsAccounting Important?

Accounting involves the collection, analysis and processing of financial information for a
business and the reporting of that information to decision-makers. Accounting information is
collected for a number of reasons including improving management performance, measuring
financia performance, credit acquisition, and income tax preparation. Current knowledge of
business income, expenses, assets, liabilities, and equity allows the business to recognize
problems easier and quicker and evaluate alternative solutions to those problems. This
knowledge also allows the business to regularly compare current financial performance to past
performance, benchmarks, and to business peers. Of course, the lender always appreciates an
accurate and current set of financial statements when considering aloan request. Finally, the

IRS requires an accurate measure of income and expenses for tax purposes.

Are we saying you or someone in your business needs to be an accountant? No. What we are
saying is that there are many good reasons for an accounting system besides the tax preparation
argument. How much of the “in-house” accounting you choose to take responsibility for is up to
you and depends on the skills, interests and competing needs for time of the business owner(s)
and the associated paid and unpaid labor. At some point, for most businesses, the processis
passed off to a hired accountant/tax preparer to complete the financia statements and/or more
commonly complete the tax return. This manual assumes you have some interest and time to
follow the accounting process further than to collect the data and hire the rest out. Y ou may only
want to record cash income and expenses for tax purposes, however, you may also want to track
assets and liabilities or you may want to do all of the above and incorporate end of year
inventory and other adjustments which will generate an accrual set of financia reports useful in

addressing the non-tax reasons for collecting accounting information.

B. Transaction Analysis

A transaction is any event that has afinancial or economic impact on the business. The accountant’s
first job isto collect information on each business transaction which could take the form of cancelled

checks, invoices, receipts, bills, bank account statements, depreciation records or inventory records.



Once information about a transaction is available it should be analyzed in terms of how it impacts the

accounting model, which accounts are affected and how it changes those account balances.

C. Accounting M odel

The model or equation used to record transactionsis. Assets = Liabilities + Owner’s Equity. An
asset is something of value the business has ownership control over. A liability isany debt obligation
of the business. Owner’s equity represents the portion of the assets owned debt free. Owner’s equity

comes from two sources:

1. Contributed Capital represents assets provided to the business by the business owner "free of
charge." Contributed Capital sourcesinclude an off-farm job, gifts, inheritances or personal

savings.

2. Retained Earningsis the accumulated profit saved in the business over the life of the business.
Profit represents the excess of income over expenses. Income represents the value of business
production. Expenses represent the value of resources used to produce income. Some of the
business profits may be consumed for family living purposes and thusis not saved in the
business but any profit not consumed must have been used to increase assets or decrease

liabilities and therefore increases owner’ s equity.

Every transaction impacts this model and the accountant’ s job isto figure out how. Furthermore,
after each transaction is recorded the model equality needs to hold or, said another way, the model
needs to remain in balance. Assets must aways equal the sum of Liabilities and Owner’s Equity.
Thisimmediately suggests that an individual transaction cannot impact the model once, for instance,
increase assets or decrease liabilities or increase owner’ s equity because this would clearly leave the
model out of balance. Thus, each transaction must impact the model at least twice- for instance
increase assets and increase liabilities. That is why this model is sometime referred to as the double-

entry accounting model.

D. Accounts

An account is an individua record of information that the businessisinterested in tracking within the
accounting system. Given the accounting model, individual asset, liability and owner equity accounts

should be considered. Examples of asset accounts are business checking, accounts receivable,



inventory, land, machinery and breeding livestock. Liability account examples are account payable,
note payable and credit card. Finally, since the key source of owner’s equity is profit, the owner
equity part of the model usually has a large number of accounts. Thisiswhere the income and
expense accounts reside. Owner’s equity is also where afamily living or draw account would be
located if the businessis providing for persona needs of the owner(s) and an owner’ s contribution
account to capture contributed capital situations.

E. Chart of Accounts

The list of accounts that the business chooses to track balances for is referred to as the Chart of
Accounts. The Chart of Accountswill vary from business to business depending on how much
information is deemed necessary to collect and in what areas. Certainly a selection of income
and expense accounts similar to those on Schedule F is appropriate to meet IRS needs. In
addition, asset and liability accounts are necessary if a balance sheet is desired and to generate an
accurate measure of profit. An example Chart of Accountsis presented in chapter 2.B.

F. Account Balances

Maintaining account balancesis abasic but critical skill to master. Luckily, many transactions
are recorded in QB! using forms that will update account balances automatically. However,
there are times you may need to complete ajournal entry. A journal entry isthe conventional

process used by accountants to record transactions and update account balances.

To complete ajournal entry you must understand the concepts of Debit and Credit. Debit and
Credit are terms used by accountants to communicate how a transaction impacts the accounting
model. Each transaction either increases or decreases the accounting model at least twice and

Debit or Credit communicates that information.

' Quickbooks (QB) will be used throughout the manual.



Tablel:1

Increase Decrease

Asset Debit Credit
Liability Credit Dehit
Owner’s Equity:

Income Credit Debit

Expense Debit Credit

Family Living Debit Credit

Contributed Capital Credit Debit

Table 1:1 shows the meaning of Debit and Credit in different parts of the model. On the asset
side of the accounting model, increases are recorded as debits and decreases as credits. For
instance, if the transaction increases business checking, then the journal entry will Debit the
business checking account. On the Liability and Owner’ s equity side of the model thisis
reversed, so increases are recorded as credits and decreases as debits. For example, if the
transaction increases income, the journal entry will Credit the appropriate income account.

G. Journal Entry

When making the occasional journal entry in QB, you need to identify which parts of the
accounting model are affected and how, which specific accounts are involved, and which
account is debited and which is credited. Each transaction involves at |east two accounts and at
least one debit and one credit.

Later in this manual we will explain when it is necessary to make ajournal entry and wherein
QB the journal entry form resides. Each journa entry must include the transaction date, at |east
one account to debit and at least one account to credit. Finaly, the dollar amount of debits must

equal credits.



For example, consider the following transaction: you purchase $5,000 of feed and pay for it
from the business checking account. Feed is aresource used to produce income and any
resource used to produce income represents an expense. So part of this transaction involves an
increase to expenses. When viewing the example Chart of Accounts (Chapter 2), the expense
account that most closely matches this situation is Purchased Feed and since this expense
account isincreasing we will Debit the Purchased Feed expense account for $5,000. |f some of
thisfeed is unused at the end of the year, an accrual adjustment can be made at that time. The
Business Checking account represents an asset since it is something of value the business has
ownership control over and sinceit is decreasing, it should be Credited for $5,000. Thejournal
entry presented in Table 1:2 uses the standard format. Recording atransaction viaajournal
entry should be relatively rare and the exampl e transaction below can be easily recorded using a
dedicated formin QB.

Table1:2
Date Account Name Debit Credit
05/02/2009 Purchased Feed Expense 5000
Business Checking 5000

H. Why Track Income and Expense?

Y our chart of accounts must include the individual sources of income and expense that you are
interested in tracking either for income tax purposes or for management and control purposes.
Income is the value of products and services produced by the business. Expenseisthe value of
resources used to produce income. Thisinformation isimportant so the business can measure
how the production process has performed over a period of time (profit) and to report net taxable

income to the IRS.

I. When to Record Income and Expense

Which accounting method are you using? The answer to this question determines when income
and expense should be recorded. Furthermore, the answer could be different for the income tax

reporting function of the accounting system than for the management function.



For income tax purposes many farmers are allowed to use the cash accounting method. With the
cash method, income is recorded in the year in which payment for the product or serviceis
received while expenses are recorded in the year in which resources are paid for. The cash

accounting method provides significant income-tax management flexibility.

Accurate financia information for management purposes requires accrual accounting. The
accrual accounting method records income in the year in which the product or serviceis

produced and expenses in the year in which the resource is used to produce income.

As business activity occurs during the year most of the products and services produced are sold
and payment isreceived. Also, most of the resources acquired are used to produce income. As
the end of the year nears differences between the cash and accrual methods often occur. For
instance, $1,000 of fuel is purchased and paid for in December but only $300 is used before the
end of theyear. In this case, the cash accounting method would record fuel expense of $1,000
while the accrual method would record fuel expense of $300. Similarly for income, production
completed but not yet sold would not be income for the cash method but would be for the accrual
method. Storable commodities like cropstypically result in some of the largest differencesin
income recognition between the cash and accrual methods. Products that are usually sold when
the production process is complete (milk, livestock and horticultural crops) tend to have the

smallest differences in income recognition between the cash and accrual accounting methods.

QB is designed to help a business track accounts receivable and payable. Accounts receivable
represents sales for which the business has not received payment. Accounts payable represent
resource purchases the business has not yet paid for. It isimportant for a businessto track who
owes it money and who it owes money to. Our recommendation when using QB, isto record
sales as soon as possible regardless whether payment has been received or not. This oftenis
difficult because details associated with the sale like price, quantity and deductions from the
gross sale amount are not always known until payment isreceived. In this case, you would not
record the sale until these necessary details became available. We also recommend that resource
purchases should be recorded as soon as possible regardless whether payment of the bill has
occurred or not. Following these recommendations allows QB to track accounts receivable and

payable.



Cash income and expenses are required for filing income taxes. QB is able to differentiate
between income for which payment has not been received and cash income and also between
expenses for which payment has not been made and cash expenses. Thus, there will not be a

problem when generating tax reports from QB.

Tracking accounts receivable and payable does not guarantee accrual financial statements since
products sold may not have been produced in the year sold or resources purchased may not have
been used in the year purchased. End of the year noncash accrual adjustments are required to
provide the business with an accurate measure of profit reflecting the amount by which the value

of production for a particular period exceeded the value of the resources used to produce it.

J. Why Track Assetsand Liabilities?

As mentioned earlier, assets are items of value the farm has ownership control over and liabilities
are debt obligations of the business. If you are using the cash accounting method, this
information isn’t necessary for income tax reporting purposes, however it isimportant to
measure the business net worth or owner’s equity. An important business financial goal is for
Owner’s Equity to increase over time. Tracking liabilities in the accounting system like accounts
payable and notes payable, credit card balances, etc. gives you quick and easy access to these
important debt balances. Also, making the end of year accrual adjustments will require the
creation of asset accounts for inventory. Finaly, you cannot effectively operate a double-entry

accounting system such as QB without tracking assets and liabilities.

K. When to Enter Transactions?

Ideally, transactions should be entered in QB as quickly as possible. This practice reduces
chances that transaction details are forgotten or supporting documentation islost. This practice
also allows QB to track atransaction, for instance, abill. Recording this bill early on allows QB
to track the account payable and any discount allowing you to stay current with outstanding bills
and take advantage of early payment discounts. QB cannot include the impacts of a transaction

on business financial and tax reports until the transaction has been recorded.



CHAPTER 2. Getting Started

This manual was written for Quickbooks Pro 2008™ and for simplification purposes will be
referred to as QB. We assume QB isinstalled on your computer and ready to be used.

There are multiple ways to access lists, forms and other areas of QB. In this manual, we will
work primarily with the Tool Bar from which you have access to all software functionality but
many functions are also accessible from the Icon Bar or the Home window. Choose the

approach that works best for you.
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A. Creating a Company File
Thefirst step is creating a Company File which contains all the financial information for one

business.

1. Select Fileinthe Tool Bar.

2. Select New Company — the East Step Interview window appears. This window
allows you to enter significant amounts of information about your business and set
preferences that dictate how QB will look and function. We will bypass most of this
activity now, choosing to enter it later aswe need it. Our goal is to begin recording
transactionsin QB as quickly as possible.

3. Select Skip Interview.

=
Skip Interview

I/ izet answers

QuickBooks Enter your company information

SKIP Interview GuickBooks uses this information on your tax Forms and Forms you use ko communicate with your
—_— customers and vendors,

e # Company name |
Interrview Progress L

Legal name
The name you use on your tax and legal Farms, Unless you use a DBA name,
thiz will prabably be the same as the company name, Explain

Tax ID

‘our Federal Ernployer Identification Murnber (EIM) or Social Security Murnber,
Used only an tax farms,

Street address |

Ciky State s Zip |
Country lus =
Fhone Fax

Use the Format you would like displayed on your forms, 2.9, (555) 555-1212
E-mail address

‘web site

* required field What if I have more than one business?

Need help setting up?

. Find a local
* QuickBooks expert < Back ] [ Next >

4. Enter aCompany Name, the other information fields are optional..
Select Next.



§k}p Interview -

i Get answers

QuickBooks How is your company organized?

SKIP Interview
‘our selection will help QuickBooks create the correct accounts Far waur business entity
and assign tax Form lines ta those accounts.

Interview Progress

business with one owner (FORM 1040)

O Partnership or LLP
An unincorporated business owned by two or more partners (FORM 1065)

(@] =

A formal business entity that provides limited liability to its owners

(O Corporation (also known as Regular or C Corporation)
A formal business entity with one or more shareholders. (FORM 1120}

O 5 Corporation
A corporation that has elected to pass tax liability to its shareholder(s)
(FORM 1120-5)

) Non-Profit
A non profit does not pay taxes (FORM 990)

(O other/None

‘which business entity should I choose?

Need help setting up?

. Find a local
~ QuickBooks expert < Back ] [ Mext = ]

5. Thiswindow allows you to select a business organization which then assigns
appropriate tax form(s) to your company file. We want access to Schedule F thus we
select Sole Proprietorship®.

6. The next window allows you to select an accounting period or fiscal year. We'll
assume calendar year so leave the selection as January and select Next.

[T— p— -]
Skip Interview E
i Gek answers
QuickBooks Select the first month of your fiscal year
SKIP Interview
CLLLLLLLD 1 Your Fiscal year is bypically the same as your income kax year, Explain
Interview Progress - -
IMy fiscal vear starts in | January |

! The selection of Sole Proprietorship is only to access Schedule F and does not preclude the use of other business
organizations such as Partnership, LL C or Corporation.
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Skip Interview @

y @et answers

QuickBooks Select your industry
SKIP Interview

Tell us your industry and we'l customize QuickBooks to work best For vou,

‘fou will be able to review our recommendations and change them in this interview, And, vou can
always change each of these settings later, Explain

Interview Progress

Don't see your industry? Choose an industry that is similar to yours, Examples

Select an industry from the list

Industry i | Accounts
Accounting or Bookkeeping || | Income Accounts |
or Public Relations Agriculbural Program Payments

Commodity Credit Loans

Art, Writing, or Photography Cooperative Distributions

Automotive Sales or Repair Crop Insurance Proceeds

Church or Religious Organization Crop Sales

Construction General Contractor Fuel Tax Credits and Other Inc,

Construction Trades (Plumber, Electrician... Expense Accounts

Design, Architecture, or Engineering Bank Service Charges

Financial Services other than Accounting ... Car and Truck Expenses

Hair Salon, Beauty Salon, or Barber Shop Chemicals Purchased

Information Technology {Computers, Sof ... Computer and Internet Expen, ..

Insurance Agency or Broker Depreciation Expense

Lawn Care or Landscaping Fertilizers and Lime |

Leqgal Services ™ Freight and Trucking ||

IF you don't see an industry similar to yours, choose Other/Mone,

Need help setting up? How does QuickBooks use my industry selection?

. Find a local
* QuickBooks expert < Back ] [ Next >

7. The next window allows you to select an industry which provides a preset Chart of
Accounts. Select " Agriculture, Ranching, or Farming” from the drop down list.
(You could also select "Other/None" and start with a blank Chart of Accounts). The
preset Chart of Accounts provides a set of income and expense accounts that match
Schedule F. Later, you will need to add asset and liability accounts and may choose
to edit any of the preset income and expense accounts.

8. Select Next, then Finish.

11



Filename for Mew Company

Save in: | ) Quickbooks = ¢) e Al m,
By I Jclass
il 3 |20 Training Modules
My Fecent | [Ga|Bookiet File
Dacuments
=
Dezktop

My Documents

-
5,8
My Eompte File name: Millzy D aird V
‘h!] Saveastype: | HuickBooks Files [ OBW, " 0BA) ™
My Network

9. The Filename for New Company window appears. Indicate whereto save thisfilein
the Savein: field and name it in the File name: field. Select Save.

10. The QB Learning Center window appears. There are some short tutorials here that
explain basic QB concepts. These tutorials can be reviewed at any time.
Select Begin Using Quickbooks.

11. The Home window appears. Thiswindow is designed as a QB navigator giving quick
access to commonly used software functions and insight into how business processes
relate to QB functions. Since we will be accessing software features from the Tool

Bar, the home window can be closed at thistime.
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B. Workingwith Lists

Lists are the way QB organizes avariety of information like Chart of Accounts, Customers,

Vendors, Items you sell, Employees and Memorized Transactions.

1. Chart of Accounts
a. Sdect Lists from the Tool Bar.

b. Select Chart of Accounts. If you selected the "Agriculture, Ranching, or

Farming" a preset Chart of Accountswill appear. Balance Total information

is presented for asset, liability and equity accounts other than income and

expense. You can view balances for income and expense accounts and any

other account by double clicking on a particular account.

\j Chart of Accounts

Type a help question

[ewoon] (- J)ED

Marne

+Accumulated Depreciation
«Furniture and Equipment
+Payroll Liabilities

+Zpening Bal Equity

#wners Draw

*wners Equity

«fAgricultural Program Pavments
sCommodity Credit Loans
«Cooperative Distributions
+Crop Insurance Proceeds
+Crop Sales

«Fuel Tax Credits and Other Inc,
+Bank Service Charges

+Car and Truck Expenses
+“hemicals Purchased

+Depreciation Expense
sFertilizers and Lime
+Freight and Trucking
«Gasoling, Fuel and Oil
#Insurance Expense
«Interesk Expense

+ffice Supplies

+Payroll Expenses
+Professional Feeas

+Rent Expense

+Repairs and Maintenance
+5Seeds and Plants Purchased
+5mall Tools and Equipment
+5torage and Warehousing
+Telephone Expense
«Lkilities

+ sk My Accountant

+Computer and Internet Expenses

£ | Type

Fized Assak
Fized Assek 0.0a
Dther Current Liabi.. 0.00

Equiky
Equiky
Equiky
Income
Income
Income
Incamme
Incaomme
Incamme
Expense
Expense
Expense
Expense
Expense
Expense
Expense
Expense
Expense
Expense
Expense
Expense
Expense
Expense
Expense
Expense
Expense
Expense
Expense
Expense

Other Expense

Balance Tatal

0.00
0.00

|_ Account '|[ Ackivities '][ Reports =

13




c. Adding Accounts/Subaccounts
i. Select the Account button at the bottom of the Chart of Accounts
window ;
ii. Select New and the Add New Account: Choose Account Type window
appears. Type tells QB what kind of an account it isfor double-entry
accounting purposes so thisiscritical to get correct. Use Table 2:1

below to help Type accounts.

# Add Mew Account: Choose Account Type E]@

% Choose one account type and click Continue.
Cakegorize money your business earns or spends
O} |

) Erpense

Income Account

Categorizes money earned from

normal business operations, such as:
Or, track the value of vour assets and liabilities

= Product sales
() Fired Asset {(major purchases) = Service sales

Cl Bank = Discounts ko cuskamers
) Loan

) Credit Card

O Equity

Mare...

() Other Account Types | <select= w

Help me choose the right account tvpe. Continue ] [ Cancel

erbane Fronanca T TFvmanca T
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Table2:1

Type Account Examples
Bank Checking or savings
Fixed Asset Breeding livestock, machinery, equipment, buildings, land
Income Any ordinary income source
Expense Any ordinary expense source
Other Account Types:
Other Current Liability | Operating notes, account payable, credit card
Long Term Liability Any loan with arepayment period greater than one year
Other Income Used for capital gain/loss situations
iii. Select Continue. The Add New Account window appears.
iv. Account Name — give the account a unique name;
v. Tax Line mapping — only assign atax line to income and expense
accounts. Make sureit’s a Schedule F tax line;
vi. Enter Opening Balance — only use this for capital assets and liabilities
that existed in the business before you started using QB. Opening
Balance allows you to enter the original acquisition cost for a capital
asset, for instance, or the current balance on a preexisting loan. If an
Opening Balance is entered, date that balance in the field to the right
of the Opening Balance field. The date isusually the QB Start Date
which is normally the first day of the fiscal year in which you start
using QB.
vii. If you' re creating a subaccount, first Name it then click the subaccount

of box and select an account as the parent account.

15



An example of aMilk Salesincome account is created below.

il pdd Mew Account

Type a help question A5k|

ﬂ'|'|'| Account Tvpe | Income

Account Mame | ik Sales

[ ] subaccount of

Cptional
Description

Moke

Taz-Line Mapping | Schedule F: Sales of livest,,, »

W

|v How Do 1?| g@

How dio I choose the right bax line?

Save & Close H Save & Mew ] ’

Zancel

16



d. Deleting Accounts
i. Select the account to delete by single clicking it;
ii. Select the Account button at the bottom of the Chart of Accounts
window;
iii. Select Delete Account;
iv. Subaccounts can be deleted following the same process.

{_"l Chart of Accounts Type a help question # How Do I? g@
Mame £ | Type Bialance Total
+Business checking Biank 20,750.00 |~
e+ Accounts Receivable Accounts Receivable 0.00 (=
+|Indeposired Funds COther Current Asset 0,00 -
+Accumulated Depreciation Fixed Asset 0.00
+Furniture and Equipment Fixed Assek 0,00

Y T T

+Cost Fixed Asset 0,00
«Machinery Fixed Asset 4,464,00
+fccumulated depreciation Fixed Asset -536.00
+ oSk Fixed Asset 5,000,00
+Trackor Fixed Asset 90,000.00
+Cosk Fixed Asset o0, 000,00
+Tracktor-10 4020 Fixed Asset 0.00
+fccumulated depreciation Fixed Asset 0,00
+ sk Fixed Asset 0.00
+Accounts Payable Accounts Payable 0,00
+WIS48 Credit Card 0.0o
+Pavrall Liabilities Cther Current Liabi.. . 0,00
«+Farm Loan Long Term Liability 79,500.00
+Tractar Loan Long Tern Liability 79,300,00
+Cpening Bal Equity Equity -60,000.00
+ners Draw Equity -1,000.00
+Owners Equity Equity
+#Agricultural Pragram Payments Income
+Commodity Credit Loans Income
+Cooperative Distributions Incame
+rop Insurance Proceeds Income
+Crop Sales Income
Mew Chri+h LI
Income
Edit Account Chrl+E Expense
Delete Account Chrl+D Expense
Expense
Make Account Inactive Expense
Expense
v Hierarchical View EiE:Ez:
Flak Wiew Expense
Customize Columns. ., Expense
Expense
Import Fram Excel ... EXPEHSE
KPENSE
se Chrl+U Expense
Find Transactions in. .. Expense
Expense
Print List. .. Chrl+P Expense
Re-sart List Expense =
Account * |[ Activities  * ” Reporks =




e. Editing Accounts
i. Select the Account to edit by single clicking it;
ii. Select the Account button at the bottom of the Chart of Accounts
window;
iii. Select Edit Account;
iv. Sub accounts can be edited following the same process.

”
i) Chart of Accounts Type a help question * How Do I? g@
Mame 4 | Type Balance Total
+Business checking Bank. 20,750,00 |~
+fAccounts Receivable Accounts Receivable 0.00 (=
+|Indeposited Funds Other Current Asset 0.00
+Accumulated Depreciation Fixed Asset 0.00
+Furniture and Equipment Fixed Asset 0.00
@Cost Fixed Asset 0.00
«Machinery Fixed Asset 4,454,00
+fAccumulated depreciation Fixed Asset -536.00
+Cost Fixed Asset g,000.00
+Trackor Fixed Asset 90,000.00
+Cost Fixed Assat 90,000.00
+Trackor-J0 4020 Fixed Asset 0.00
+Accumulated depreciation Fixed Asset 0.00
@Cost Fixed Asset 0.00
+Accounts Pavable Accounts Payvable 0,00
+YISA Credit Card 0.00
+Pavroll Liabilities Other Current Liabi, .. 0.00
+Fatri Loan Long Term Liability 79,800.00
+Tractor Loan Long Term Liability 79,800.00
«Cpening Bal Equity Enquity -60,000.00
»Caners Draw Equity -1,000,00
»Cwaners Equity Equity
+Agricultural Program Payments Income
+Commodity Credit Loans Income
+Cooperative Distributions Incame
+Crop Insurance Proceeds Incame
+Crop Sales Income
Hew Chrl+h Income
. | Income
Edit Account Chrl+E Expense
o Delete Account Ctrl+D | Expense
Expense
Make Account Inackive | Expense
Expense
v Hierarchical Wiew | EiE:g:g
Flat Wiew | Expense
Customize Calumns. .. Expense
| Expense
Import fram Excel ... | EXDEHSE
*¥PEnSE
Lse Chrl+0U Expense
Find Transactions in... | Expense
Expense
Print List... Ctrl+P | Expense
Re-sark List Expense -
Account ™ |[ Activities = ” Reports = ]

The following account/subaccount parameters can be changed: Type, Name, Description, Note,

Tax Line and Opening Balance. To change the Opening Balance select Change Opening
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Balance and change it in the Deposit field or Increase field depending on the account. The
opening balance can also be changed viaajournal entry.

2. ltems
Items are things you sell. Items represent a second layer of detail about income allowing
you to keep the income portion of the Chart of Accounts smaller. Items are only used by
the Create Invoices or Enter Sales Receipts forms and not by the Make Journal Entry
form. If al of your sales (income) involve deductions from the gross sale amount then
you can't use Items and all sales must be reported in an appropriate income account or
subaccount.
a. Select Listsfrom the Tool Bar.
b. Select Item List.
c. Adding Items
i. Select the Item button at the bottom of the Item List window;
ii. Select New and the New Item window appears;

!
\_& Item List  Tvpe a help question [m] [;]@‘

Marme Description Type Accounk Price
| 2 Hay Crop S. 0,00
|| »S0vbeans

[ Tkem '§|[ Activities '][ Reports '] Excel =

Rew Chrl+h
Edit Item Chrl+E
Chrl+D

Make Item Inactive

v Hierard| hical Wiews
Flat: iew
Customize Columns. ..

Prinit List... Ctrl+p
Re-sort List

iii. Type, Name and Account information are mandatory — Type all items
sold, other than services, as Non-inventory Parts and Type service
oriented sales as Services; the Item Name must be unique; the Account
selected ties this Item to a specific income account or subaccount.
Multiple items can be tied to the same income account.
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iv. Savethe new Item by selecting OK or Next.

A soybean item, tied to a crop sales income account, is created below.

& Mew ltem Type a help question ¥ How Do 1? E]@
Non-inventaory Part v Use F_or goods ¥au bury but u:Iu:nnIT' F:ra_ck, like office
supplies, or materials for a specific job that wou
charge back to the customer,
Ttermn Mame/MNumber [ subitem of Manufacturer's Part Mumber custom Fislds
Sovbeans
Spelling
[ This item is used in assemblies o is purchased For a specific customer:job
Description Price
0.00 [ 1tem is inactive
Account
Crop Sales w
d. Deleteltems

i. Opentheltem list window and select the Item to delete by clicking on
it;

ii. Select the Item button at the bottom of the Item List window;

iii. Select Delete; if an item has been used in atransaction it cannot be
deleted.

e. Edititems
i. Opentheltem List window and select the Item to edit by clicking it;
ii. Select the Item button at the bottom of the Item List window;

iii. Select Edit Item — Type, Name, Price and Account can be changed.

3. Classes

A Classin QB is an enterprise — an individual income and expense generating unit of the
business. Examples are Dairy or Corn. Both classes and subclasses can be created. It's
easy to track enterprise specific income and expense in QB and to generate useful reports

using the Class feature, however, the difficult and time consuming part comes on the
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record-keeping side especially in regards to expenses. Someone will need to decide how
much of each relevant expense is allocated to a particular Class.
a. First, to access Classes, you must "turn-on” class tracking; do this by selecting
Edit in the Tool Bar then select Preferences — thisis where you go to customize
QB; next select Accounting in the left hand column of the Preferences window
and select the Company Preferences tab; activate class tracking by clicking the
Use class tracking box and then select OK.

@ Reminders

e Reports & Graphs
% Sales & Customers
5| sales Tax

Warn if transactions are |90 | day(s) in the past

[¥] wearn if transactions are |30 | day(s) in the Future

Clasing Date

Type a help question - w How Do I? H
PIPreferences @ ]
B Accounting My Preferences Company Preferences
E Checking Requite accounts
=M Desktop View P
Hy Finance Charge Default
B General Use class tracking
#H integrated Applications [ Prampt to assign classes Also See:
‘ Ttems & Inventory Automatically assign general journal entry number P
f=f Jobs & Estimates Warn when posting a transaction to Retained Earnings
Date Warni Payroll and
@ Payroll & Employees ake Warnings Ernployees

Send Forms Drate through which books are closed: (ot set)
€8 service Connection

E Spelling

(2] Tax: 1099

T Time Tracking

b. Select Listsfrom the Tool Bar;
Select Class List —the Class List window appears.
d. Adding Classes
i. Select the Class button at the bottom of the Class List window;
ii. Select New and the New Class window appears;
iii. A unique nameisall that isrequired;
e. Delete Classes
i. Openthe Classlist window and select the classto delete by clicking it;
ii. Select the Class button at the bottom of the Class List window;
iii. Select Delete Class; if a Class has been used in atransaction it cannot be
deleted.

21



f. Edit Classes

i. OpentheClass List window and select the class to edit by clicking it;

ii. Select the Class button at the bottom of this Class List window.
iii. Select Edit Class

4. Customers

Customers are businesses, individuals, etc. that you sell products and servicesto. A

unique customer can be created while recording a transaction or beforehand as we will do

now.

a. Sdect Customers from the Tool Bar;

b. Select Customer Center — the Customer Center window appears,

c. Add Customers

i. Click on New Customer & Job and select New Customer;

ii.  The New Customer window appears — Customer Name is the only required

information although additional information can be recorded;

&

Customers & Johs

Transactions

& MNew Customer & Job » ;] New Iransactions » |§ Print » ﬁ Exncel » "2 Word *

||| Customer Information

Edit Customer... Reports for this Customer

Wiew  Active Customd ¥ New Customer

Tvpe a help question

Cronor] I/

* QuickReport

[ Mame Customer Mame
+Beef Farmer Opening Balance
+Country Milling

Address Info

+1.M, MNeighbor

+Milky cooperative J

Cormpany Mame
Mr.fMs.f...
First Name

Last Name

Addresses
Eil Ta

[ilk Dairy

Howe do T determing
asof |9105/2009 (B8]  the opening balance?

Additional Info Payment Info Job Infa

Contact
Fhone
M.I Fax
Alt, Phone
Alk, Contact
E-mail

Cc

ship To M

-

= Open Balance

Ok = Show Estimates
: E # Learn about getting new
O Custamer is = customers.

inactive

01/2008 - 124312008

Amaount
range "This Fiscal Year",

g

G0 ko Customer
Manager
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d. Edit and Delete Customers
i. With the customer Center window open and the Customers & Job tab selected,
select a customer by clicking it;
ii. Select Edit in the Tool Bar;
iii. Select either Edit Customer: Job or Delete Customer: Job.

5. Vendors
These are businesses that you purchase inputs from. A unique vendor can be created while
recording atransaction or beforehand as we will do now.

a. Select Vendors from the Tool Bar;

b. Select Vendor Center —the Vendor Center window appears,

c. AddVendors

i. Click on New Vendor, the New Vendor window appears — Vendor Name is the
only required information although additional information can be recorded;

Millennium Financial Planning - QuickBooks Pro 2007 =Jol&d
4| File Edit Wiew Lists Company Customers Wendors Employess Barking Reports  Window Help
=X g I = »
® & & g 24 H @ ®B EB 5B 4 B =]
Horne Customer Center Vendor Center Employee Center  Report Center Inwoice  Sale  Credit Memo Payment Deposit Accnt PO Bill Pay Bils Check P

a

A New ¥endor... New Transactions » g, Print » j Encel » "5 VWord~

Yendors Transactions ¥Yendor Information Edit Vendor. .. Reports for this ¥endor
View | active vendor| ™ New Vendor Type a help question = How Do 1? g@ = QuickReport,

T vendor Name Friendly Bank = Ooen Belsnce
. How do 1 determine
Eraten Investments || Opening Balance asof | 12/27/z007 the opening balance?
Clower Camputing
T Address Info Additional Info
EFTPS - 940 Company Name Contact
EFTPS - 241

M. fMs.). .. Phane

Yendar is
First Marne M.L Fax inackive Edit Makes. ..

Image Contacts, Inc|

Lone Star Office Sugl| | “3% Mam® alt, Phone:

Longhorn Amerlcan Name and Ak, Contact Hltear | 01/01/2007 - 12/31/2007
Address

Office Furniture Rer E-mail Account Amount

Office Supply Depot e "All", in date range "This Fiscal Year".

Provident Texas Inv

Rash Productions, Ir] Address Details

South Texas Bell

Print on Check as

Tewas Light 8 Power|
Texas Media & Publi
Texas State Comptr

Texas Workforce Co)
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d. Edit and Delete Vendors
i. With the Vendor Center window open and the VVendors tab selected, select a

Vendor by clicking it;
Select Edit in the Tool Bar;

iii. Select either Edit Vendor or Delete VVendor;

C. Creating a Checking Account

Most transactions will probably involve the checking account via deposits, hand writing or

printing a paper check, or using aDebit card. Every business should have a business checking

account separate from a personal checking account. If the business provides for family living

needs then transfers should be made from business checking to personal checking and the

appropriate reduction in business equity recognized.

A business checking account is created now so that transactions discussed in Chapter 3, 4 and 5

can be recorded. The process presented in B. Working with Lists of this Chapter will be

followed:

©® 2 0 T o

Select Lists from the Tool Bar, select Chart of Accounts,

Select the Account button at the bottom of the Chart of Accounts window;
Select New, the Add New Account: Choose Account Type window appears;
Select Bank and continue;

In the Add New Account window, name the account and enter an opening
balance if necessary. Remember; only enter an opening balance when creating an
account if the account was in existence prior to your using QB. The opening
balance entered should be the ending balance on the last bank statement you
received before your QB Start Date. The QB Start Date should be the beginning
of the year you started using QB. All uncleared transactions since that last bank
statement up to the Start Date need to be entered into QB aswell as al

transactions from the Start Date onward.
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A business checking account with an opening balance of $20,000 on January 1, 2009 is created

below.

M Add New Account

v

TFH Account Type | Bane

Areanink Mame |

Entar tha anding data and balanca fram the lact bark ckatement you recsivad

[ subaccount: of

Cptional

befare your QuickBooks start dete,

i ) Attention: If this account did not have a balance before your

QuickBuuks skarl dale click Canel g use g Leansackion Lo pul ey

Description

in this account, Examgle transactions

Staternent Crding Dalznce 20,000,320

Bank fcct, No. |

skatement Ending Date |

Tax-Linwe Mapping !<UnaSS|gned>

W | How do | choose the nght tax ine:

| Enter Opening Balance. .. ] Should T enter an opening balance?

OK ] [ Canicel ] [ Help ]

Remind me to order chzcks when I reach check number | |

D Order checks T can prink From GuickBools Learn more

Save & Close ] [ Save & New ] [ Cancel ]
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CHAPTER 3. Recording Income Transactions

In Chapter 1 we recommended that you:

» Record income as soon as possible after the sale. A sale often involves deductions from
the gross sale amount; the details of which you're not entirely aware of until payment is
received. Assoon as sale details are known, record the income regardless if payment was
received or not. Thisallows QB to track accounts receivable. QB differentiates between
income for which payment has been received (cash income) and income for which
payment has not been received for income tax purposes.

» Record expenses when the purchase is made regardless when the bill ispaid. Thisallows
QB to track the account payable and any associated payment discount period. QB
differentiates between expenses that have been paid(cash expenses) and expenses not yet
paid for income tax purposes.

> End of the year accrual adjustments can be made for a more accurate, accrual, measure of

net income.

INCOME

All incomeisrecorded using one of three forms: Create Invoices, Enter Sales Receipts and Make
General Journal Entries. Create Invoicesis used when there are no deductions from the gross
sale amount (the net and gross sales amounts are identical), all sale details are known and
payment has not been received. Enter Sales Recelptsis used when there are no deductions from
the gross sale amount (the net and gross amounts are identical), al sale details are known and
payment has been received. Make General Journal Entries is used when there are deductions
from the gross sale amount (the net sale is less than the gross sale amount). Detailed

explanations of each of these forms follows.

A. Create lnvoices

Thisform is used to record a sale that has no deductions from the gross sale amount and for
which payment has not been received. Why record the sale before payment is received?
Because this allows QB to track the account receivable for your business. An account receivable

is an asset and for many businesses an important asset to manage. A business could generate a

! Expense transactions are addressed in Chapter 4 and capital asset transactions are covered in Chapter 5.
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large volume of sales but be unable to collect payment on many of them thus reporting healthy
profit but weak cash flow.

The following steps show how to record this type of sale:
1. From Customersin the Tool Bar, choose Cresate Invoices.
2. Fill inthefollowing fields:
a. Customer: Job,
b. Class (only if you are tracking income by enterprise),
c. Date,
d. Item (separate line for each Item),
e. Amount (or Quantity and Rate),
3. Click OK to record the sale which will debit Accounts receivable and credit one or more

Income accounts.

The following saleisrecorded below: 5000 bushels of cornis sold to Country Milling, there are

no deductions from the gross sale amount and the check has not been received.

[=] Create Invoices Type a help question » How Do I? g@
W rrevious [ Hext @ = Q e a e %‘ [ Speling Eth History m @ % @

Customer: Job Class Template
Caountry Millingl » - Inkuit Service Invoice w

Invoice

Country Milling

Item Quankity Description Rate .. Amaunt |
Cormn 5,000 ‘ 4.00 20,000.00 ||

™

Corn

iustomer
Message:

Total 20,000,00

[ To be printed [ add TimefCosts... ] [ apply Credits,,, | Payvments Applied 0,00
[ To be e-mailed Balance Due 20,000,00

Memo

+ Let QuickBooks help vou get vour Invoice paid online by credit card,

Save & Close ] [ Save f Mew ] [ Revert
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B. Enter Sales Receipts

Thisform is used when recording a sale that has no deductions from the gross sale amount and

for which payment has been received.

The following steps show how to record this type of sale:

1. Begin by making the following change to the Enter Sales Receipt form:

a

b
C.
d

Select Edit in the Tool Bar,

. Select Preferences,

Select Sales & Customers,

. Select the Company Preference Tab. In the Receive Payments area of this Tab

unselect the "Use Undeposited Funds as a default deposit to account” box and
select OK. The Undeposited Funds account is an asset account QB uses to track
payments received but not yet deposited.

2. From Customersin the Tool Bar choose Enter Sales Receipts.
3. Thefollowing fields must befilled in:

a
b.
C.
d.
e.

Customer: Job,

Class (only if you are tracking sales by enterprise),
Date,

Item (a separate line for each item),

Amount (or Quantity and Rate),

4. If you don’'t want to print this form, which is probably the case, uncheck the To be
Printed box.
5. Choose either Undeposited Funds or a bank account in the Deposit To field.

6. Click OK when the form is complete. Thiswill debit the bank account (or

Undeposited Funds) and credit one or more Income accounts.

The following sale is recorded below: 1000 bushels of soybeans and 500 bales of hay to .M.

Neighbor, there are no deductions from the gross sale amount and payment has been deposited

into checking.
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E] Enter Sales Receipts Type a help question =+ How Do I? g@

& previous [ Mext @ < @ < a = %,_ [ Spelling E‘:hHistory ~ £ Get Online Pks % <

Custamer: Job Class Template
I.M, Neighbor w w Custom Sales Receipt w
= Date
Sales Receipt 073/24 /2009 1

1.M, Meighbor

——

Item Description by Rate o Amounk |
Sovbeans 1,000 9.00 |5... 9,000.00 ||
Hay 500 2,00 1,000,00 ]
Custamer v
Message

Total 10,000.00
[JTobeprinted  [] To be e-mailed Memao
Add Time/Costs. ..
Deposit To Farm checking v [ Process credit card payment when saving
[ Save & Close ] l Save B Mew ] [ Revert

C. Make General Journal Entries

A more common sale scenario is to have deductions from the gross amount of the sale. Inthis
situation, the gross amount and the net amount of the sale differ and it’s your job to reconcile the
difference. Deduction examplesinclude shipping, aloan payment, health insurance, cooperative
capital retain and yardage. Most of these deductions represent business expenses, although a
loan payment usually involves both an expense (interest) and aliability (loan principle). 1f
health insuranceis for the family it could be considered personal and should be recognized as a
reduction in Owner’s Equity due to personal draw or family living reasons not business expense
reasons. 'Y ou should also recognize the gross amount of the sale as income and the net sale
amount as a deposit to checking.

The Make General Journal Entries form is used in this situation. Before attempting to record a

sale like this, take some time to analyze the transaction in terms of the accounting model [Table
1:1-Below], account names [Chart of Accounts], and Debits and Credits [Table 2:1].
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[Table 1:1]

Increase Decrease

Asset Debit Credit
Liability Credit Debit
Owner’s Equity:

Income Credit Debit

Expense Debit Credit

Family Living Debit Credit

Contributed Capital Credit Debit

The gross amount of the sale isincome which increases retained earnings and therefore the

equity portion of the accounting model. Increases to equity are recorded as credits, thus you must

credit the appropriate income account for the gross sale amount. All of the expense oriented
deductions require you to debit each appropriate expense account for the amount of the
deduction. Thisis because expenses decrease retained earnings and, therefore, equity and
decreases to equity are recorded as debits. Any deduction associated with the principal portion
of aloan payment requires you to debit the appropriate liability account because decreases to
liabilities are recorded as debits. Finadly, if there is a deduction that represents a personal draw

situation, you should debit your “draw” account since personal draws on the assets of the

business reduce equity and reductions to equity are recorded as debits.

Follow these stepsto record this type of sae:

1. From Company in the Tool Bar choose Make General Journal Entries.

2. Fill inthe transaction date.

3. For each account to be debited and on a separate line for each:

a. inthe account column, select the account name from the drop-down list or create

anew account if needed;
b. inthe Debit column, enter the dollar amount;
c. the Memo and Name columns can be used to record information for this part of

the transaction. For instance, if you are recording an expense, you could record

the vendor name in the Name column.
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d. the Class column is used to alocate this part of the transaction to a specific
enterprise — for instance this may be an expense that is clearly associated with
the Dairy enterprise. (To turn-on Class tracking: select Edit in the Tool Bar,
select Preferences, select Accounting in the top-left corner of the Preferences
window, select the company Preferences Tab and check Use Class Tracking).

4. Onceal the accounts to be debited are entered, complete steps 3.a-d for each
account to be credited. Use the Credit column for your dollar entries.

5. When the sum of the Debits equal s the Credits the transaction can be recorded by
clicking either Save & Close or Save & New.

Below find a completed journal entry form for the following example: asale of 1000 cwt of
milk to Milky Dairy Cooperative @ $14/cwt and net payment received of $11,550 with the

following deductions:

v Friendly Bank farm loan payment of $700 (of which $500 was interest); thisloan will
need to be set-up with a beginning of year balance of $80,000;
v Dairy business supplies purchased from Milky Dairy of $250;
v Health insurance premium purchased from Milk Dairy for employees of $500;
v" Health insurance premium purchased from Milk Dairy for family of $1000;
I Make General Journal Entries Type a help question = How Do I? E]@
Al previous [ Mext ﬁ Print... "_':h Hiskary
Date | 04fi5200% [E]  Entry Mo, i
Account Diebit Credit Mermo Mame Billable? | Class |
T g bk I
Interest Expense 500,00 Friendly bank
Supplies 250.00 Milly cooperative Cooperative-y Drairy
Hired labor Expense 500.00 Milly cooperative Cooperative-y Dhairy
Cnaners Diraw 1,000,00 Milky cooperative Cooperative-y
Farm checking 11,550.00
Mill, Sales 14,000,00 Milly cooperative Cooperative-C Drairy
w
[ Save & Close ] [ Save & Mew ] [ Revert
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CHAPTER 4. Expense Transactions'

Resources purchased for business use represent expenses to the business. Our recommendation
isto record these expenses as soon as possible. Don’t wait until the bill is paid, rather enter the
bill/expense as soon as it occurs so QB can track the account payable and possible discount
period. Resource purchases considered in this chapter have atypical life of one year or less and
include such things as fertilizer, feed, utilities, fuel, and hired labor.

All expenses are recorded using one of four forms: Enter Bills, Write Checks, Enter Credit Card
Charges or Make General Journal Entries. Enter Billsis used when aresource is purchased
without immediate payment or credit card charge. When originally using the Enter Bills Form to
enter abill, the Pay Bills form must be used to record the subsequent payment of the bill. Write
Checks is used when aresource is purchased with immediate payment. Enter Credit Card
Charges is used when aresource is purchased and immediately charged to a credit card. Finaly,
Make General Journal Entriesis used for any other resource purchase situation; for instance,
when expense oriented deductions are linked to a sale such as recording a trucking charge
associated with alivestock sale. This situation is addressed in part C of Chapter 3 and will not
be discussed here.

A. Enter Bills

The Enter Billsform is used when aresource is purchased and payment does not occur nor isit
charged to acredit card. Later, when the bill is paid, the Pay Billsform is used to record that

separate transaction.

Follow these steps to record the purchase of a resource using the Enter Bills Form:
1. From Vendorsin the Tool Bar, choose Enter Bills,
2. Thefollowing fields must befilled in.
a. Date-enter the date of the purchase;

! Capital purchases are addressed in Chapter 5.
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. Vendor-enter the vendor name by selecting from the drop down list or creating a new
vendor;

. Terms—if there are payment terms associated with the bill enter them here by
selecting from the drop down list or creating a new term; if no terms are indicated, QB
assumes the bill is due 10 days after the purchase date. This can be changed through
Preferences located in the Edit area of the Tool Bar;

. Amount Due — record the total expense;

. Account — first make sure the Expenses Tab is selected then select an account name
from the drop down list or create a new account;

. Amount — enter the dollar amount associated with the account;

. Class—if this expense is associated with a specific enterprise, you can record that; (see
Chapter 2.B.3 to turn Class tracking on if no class column appears in the form).

. Another account? —if this bill involves the purchase of multiple resources or you want
to Class the purchase to multiple enterprises then additional lines will be utilized to
record this information;

3. Record it by selecting Save & Close or Save & New. Thiswill debit the expense

account(s) noted and credit accounts payable.

The following example is presented below: the purchase of feed ($7,000) and supplies ($1,000)
from Mayberry Cooperative for atotal of $8,000 with Terms of 2% 10, net 30.

< Enter Bills

Type a help question

[~ reweer] (5

&l previous B mext
@ el O Credt

a Find Qh Histary

Eill Received

vendor Mayberry Cooperativel

05/05/2002 ()

i Date

Address

Terms 2% 10Met 30 v  Discount Date 05/15/2009

Ref. Mo,

Amount Due  §,000.00

Bill Due 06{04j2009 [

Mema
Expenses $8,000.00 | tems $0.00
Account Amount Mermno Customer:Job | Billa,.. | Class
Feed Purchased 7,000.00 ~
Supplies 1,000.00
v.
Clear Splits ] [ Recalculate Save & Close ] I Save & New l [ Revert
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B. Write Checks

Thisform is used when an input is purchased with immediate payment via check. Follow these

steps to record the purchase of aresource using the Write Checks form.
1. From Banking in the Tool Bar select Write Checks (if a checking account is not yet

created, see Chapter 2.C to create one);
2. Thefollowing fields must befilled in:

a

b
C.
d

Bank Account — select the correct checking account from which payment was made;
Date — enter the date of the purchase;

Pay to the Order of — select avendor or create one;

$ - enter the amount of the purchase.

Account — make sure the Expense tab is selected then choose an expense account
from the Chart of Accounts or create one;

Amount — enter the dollar amount of the total purchase associated with the account

noted in part e;

Class—you can allocate this expense to a particular enterprise by selecting a Class or

creating anew one. If aClass column does not appear, see Chapter 2.B.3 for

instructions on how to turn on Class Tracking.

Another account? — if the transaction involves more than one account or you would
like to Class a specific expense to more than one enterprise, repeat steps e. through g.

onanew lineg

3. Record the transaction by selecting Save & Close or Save & New. Thiswill debit the

expense account(s) noted and credit the checking account balance.



The following example is completed below: Purchase Fertilizer ($5,000) and Feed ($1,000)
from XY Z Cooperative; Class $4,000 of fertilizer to corn and $1,000 to soybeans; Class feed to
beef;

= Write Checks - Farm checking Type & help question ¥ How Do I? [Z]@
@ previous 0F Mext & Pint - FY Find
Bank Account | Farm checking - Ending Balance -Z,950.00
Mo. X
Date 08/29/2003 [E)
Pay to the Order of =YZ Cooperative hd $ £,000,00

SixthDusand andDD.‘IIDD*************************************Dollars

X¥Z Cooperative

Address
g
I Memo —_———— Order Checks

Expenses $6,000.00 | Items 40,00 [ 7o be printed
Account Armount Merna Customer:Job | Billa... | Class |
Fertilizers and Lime 4,000,00 Corn ~
Fertilizers and Limme 1,000,00 Soybeans
Feed Purchased 1,000.00 Beef

w
Clear Spliks ] [ Recalculate Save & Close ] [ Save & Mew ] [ Revert

C. Pay Bills

If you originally entered a bill using the Enter Bills form, use the Pay Bills form when partial or

full payment is made against the hill.

Follow these stepsto record a bill payment using the Pay Bills Form:
1. From Vendorsin the Tool Bar choose Pay Bills— the Pay Bills form appears with alist of
outstanding bills near the top of the form; "Show bills" at the top of the form allows you
to view Bills based on due date and " Sort Bills By" allows you to sort bills based on a
discount date, vendor name or amount due;
2. Select the billsto pay (partia or full payment) by clicking in the left hand column of the
bill to be paid;
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3. Payment Date — this dates the transaction and determines the availability of any discount;

4. Set Discount —if you pay a bill within the discount period, click the Set Discount button

and the Discount and Credits window appears.

a. Thediscount should be calculated automatically, however, you need to select an

account to allocate the discount to. Choosing the original expense account is

probably the best choice so that the cash expense will be accurate for income tax

pUrpOSES.

b. Discount Class— this should also be recorded if the original expense was allocated to

aClass;

5. Payment Method — select check or Credit Card; if check is selected then choose either
“To be printed” if you want QB to print this check or “Assign Check no.” if you hand

write the check or use a debit card;

6. Payment Account — select the correct checking or credit card account;

7. Record the transaction by selecting Pay Selected Bills. Thiswill debit the accounts

payable account and credit the selected checking or credit card account.

D. Electronic Payment of Bills

If some bills are paid electronically (money is electronically withdrawn from the checkbook with

no check written), you can record these using the Write Checks form making sure not to assign a

check number. Y ou could also use the Enter Bills and then the Pay Bills form.

E. Enter Credit Card Charges

Thisform is used when aresource is purchased and immediately charged to a credit card
account.
Follow these steps to compl ete the Enter Credit Card Charges form:
1. From Banking in the Tool Bar, choose Enter Credit Card Charges.
2. Thefollowing fields must befilled in:
a. Credit Card — select the correct credit card account or create a new credit card
account;
b. Date - enter the purchase date;
c. Purchased From — select avendor;
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d. Amount — enter the total purchase amount;

e. Account — make sure the Expense tab is selected then choose an expense account
from the Chart of Accounts or create one;

f.  Amount — enter the amount of the total purchase associated with the account noted in
part €;

g. Class—you can allocate this expense to a particular enterprise by selecting a class or
creating anew one. If aClass column does not appear, see Chapter 2.B.3 for
instructions on how to turn on Class tracking.

h. Another account? —if this transaction involves more than one account or you would
like to Class a specific expense to more than one enterprise, repeat steps e. through g.
on anew line;

Record the transaction by selecting Save & Close or Save & New. Thiswill debit the

expense account(s) noted and credit the credit card account.
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CHAPTER 5. Capital Asset Transactions

This chapter addresses basic capital asset issues. A capital asset has alife longer than one year
and needs to remain in the accounting system until disposition occurs. Examples are machinery,
equipment, breeding livestock, land and buildings. These assets must be entered into QB to have
a complete and accurate accounting system. If you start using QB after the business began
operation, all preexisting capital assets must be entered.

This chapter will also explain how to track both group and individual capital asset activity. For
instance, if your business has many pieces of machinery, you could create a group capital asset
account for all of your machinery assets and then keep track of the details associated with each

item of machinery outside of QB in a depreciation schedule or other subsidiary ledger.

Specific issues addressed in this chapter include recording pre-existing capital assets, ongoing
capital asset acquisitions, depreciation and issues associated with capital asset sales. Trades, a
common method of capital asset acquisition, and dispositions, are discussed in Chapter 9.

A. Entering Pre-Existing Capital Assets

If your business started operations before you began using QB, then there probably are some
capital assets that need to be entered into QB. This should be done so that the accounting

records are complete and the Balance Sheet and Income Statement are accurate.

We will work through the process for group categories. [If you want to track individual capital
assets in QB you would follow the exact same process but the account name would reference a
specific capital asset]. |If you have many capital asset items of a particular type like machinery
and don’t want to take the time to track each one separately in QB (which could result in avery
large Chart of Accounts) you can create group accounts like Machinery or Buildings or
Purchased Breeding Livestock. Also, group accounts can be created for some capital assets and
individual accounts created for other capital assets.
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1. Processfor depreciable capital assets

Depreciable assets have alife longer than one year and the businessis allowed to claim

depreciation expense on them. Examples include machinery, buildings and purchased

breeding livestock.

a. Create anew account (see Chapter 2) for the group, for instance Machinery; Typeit
asaFixed Asset. [If you are tracking individual capital assets then the new account
would reference a specific asset, for instance, Combine].

b. Create anew subaccount for the account created above (see Chapter 2), name it Cost,
and Typeit as aFixed Asset. Enter an Opening Balance equal to the acquisition cost
or cost basis, in this case of all machinery preexisting in your business as of the Start
Date for using QB (probably January 1 of the year you started using QB). This date
should be entered in the date field to the right of the Opening Balance field. The
acquisition cost information should be available from the depreciation schedule
maintained for income tax purposes.

c. Create asecond new subaccount and name it Accumulated Depreciation, typeit as
Fixed Asset and enter a negative Opening Balance equal to the total depreciation
taken on this capital asset group as of the date noted in part b above. Thistotal
depreciation (referred to as accumulated depreciation by accountants) should be
available in the same depreciation schedul e accessed for the acquisition cost
information.

d. The main account should now report avalue equal to the difference between the Cost
and Accumulated Depreciation subaccounts. Thisvaueis commonly referred to as
Book Value or Adjusted Tax Basis.

e. Finally, asthe business acquires capital assetsthat are a part of this group they should
be added via the Make General Journal Entries form where the Cost subaccount is
debited for the acquisition cost and the credit(s) reflect the financing. Thisprocessis
covered in Section B of this Chapter.

2. Process for nondepreciable capital assets.

Unlike depreciabl e assets discussed above, nondepreciable capital assets such asland, do

not require two subaccounts (Cost and Accumulated depreciation). All you needtodois

create a new account for the group category, in thisinstance Land, type it asaFixed
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Asset, enter an Opening Balance equal to the acquisition cost of all land assets

preexisting in the business as of the Start date for using QB (probably January 1 of the
year you started using QB). If additional Land is purchased, it can be added viathe Make

General Journa Entries form where the Group asset account name, Land in this example,

is debited for the acquisition cost and the credit(s) reflect the financing. This processis

covered in the next section.

B. Recording Capital Asset Purchases

On-going capital asset purchases must be recorded in QB as they occur. We recommend making

ajournal entry to record the acquisition of capital assets new to the business. Recall from
Chapter 3 that the Make General Journal Entriesform is used for thistask. You will need to
tackle the Debit and Credit issues when using this form but the standard capital asset purchaseis

straight forward.

1. Making Journal Entries

We will work through the process assuming use of Group capital asset accounts but

also make reference to the very similar individual capital asset account process.

a

If you haven’t created the Group account yet, do that now. For instance:
Machinery, and Typeit as aFixed Asset. If you want to track individual capital
assets; create a new capital asset account for each purchase. For example: Grain
Auger.

If the asset is depreciable and you have not created the two subaccounts of this
Group account do so now. Name one subaccount Cost and the other Accumulated
Depreciation. Type both subaccounts as Fixed Assets. [NOTE: If thisasset is not
depreciable then the two subaccounts are not needed. ]

Go to Company on the Tool Bar and select Make General Journal Entries.

Date — enter the purchase date;

Debit —if the asset is depreciable, on thefirst line in the Account column, select
the Cost subaccount of the appropriate Group capital asset account. If you created
an individual capital asset account then select that Cost subaccount. If the asset is
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not depreciable, select the parent account name. In the Debit column, enter the
acquisition cost.

Credit(s) — on the second line in the Account column, select or create the account
to be credited. If you wrote a check for some or al of this purchase then the
Business Checking Account would be an appropriate choice -- in the Credit
column, enter the check amount. If aloan was taken out to pay for part of the
purchase, then record that on a separate line by selecting a preexisting liability
account or by creating a new long term liability account. Enter the amount of the
loan in the Credit column. If thisisanew liability account, do not enter the
liability amount in the Enter Opening Balance field of the Add New Account

window. Debits must equal credits before this transaction can be recorded.

An example of acash grain auger purchase is presented below.

I™ Make General Journal Entries Type a help question |Ask ¥ How Do I?] E]@

& Previous [ Next ﬁ Print... Qh Hiskory

Date 07/ 16/2009 Entry Ma. | 2

HAccount
Grain Auger:...
Farm checking

— I I N - R

Dehbit Credit Memo Marne Billable? Class
4,000.00 ~
4, 000,00

[ Save & Close ] [ Save & Mew ] [ Reverk ]
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C. Depreciation

Depreciation is a business expense that estimates the amount of a capital asset used up in ayear

to produce income. We will assume that the depreciation recorded in QB is income tax

deprecation and that this depreciation is being cal culated outside of QB either by you or your

accountant. We also assume that depreciation is recorded once per year at yearsend. If you are

interested in more frequent financial reports, this annual depreciation could be divided into

smaller chronological units like quarter or month. Finaly, there is no dedicated form to record

depreciation so the journal entry form will be used.

1. Recording Depreciation

a

b.

C.

Go to Company on the Tool Bar and select Make General Journal Entries.

Date — enter the last day of the accounting period.

Debit — on thefirst line in the Account column, select the Depreciation Expense
account. If thisaccount doesn’t exist, create it, making sureto Typeit as an
Expense. Inthe Debit column, enter the depreciation amount. Expenses reduce
profit or retained earnings and, therefore, owner’s equity. Reductions to owner’s
equity are recorded as Debits. If thisisa group capital asset account it would
represent the depreciation on all assetsin that group and if it isan individual
capital asset it would represent depreciation for that asset only. This expense can
be classed to one or multiple classes.

Credit — on the next blank line in the Account column, select the Accumul ated
depreciation subaccount for the group or individual capital asset account
involved. In the Credit column enter the deprecation amount.

Record — click Save & Close.
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Depreciation on the machinery group asset account is present below.

I™ Make General Journal Entries Type a help question |Ask ¥ How Do I?] E]@

W Previous T Mext ﬁ Prink... Eth Hiskary

Date 12/31)2009 Entry Mo, |5
Account Debit: Credit Memo | Mame Billable? Class
Depreciation Expense 10,000,00 i
Machinery Group:fccumulaked depreciation 10,000,00

——— ——— ——

[ Save & Close ] [ Save & MNew ] [ Rewvert ]

D. Recording Capital Asset Sales
When a capital asset is sold a number of issues must be addressed in the accounting system:

v' If the asset can be depreciated in the sale year, it should be depreciated following the
process noted in part C above;

v" The accounting system must be "cleaned” of the capital asset account and its
associated Cost and Accumulated depreciation subaccounts (if depreciable) or in the
case of a Group capital asset account, the associated dollar amounts in the group
asset account and the two subaccounts.

v' The sale price needs to be allocated to an account, probably Business Checking,
assuming a deposit into checking.

v Any capital gain or loss associated with the sale needs to be recognized.

The process presented below assumes the first issue above has been addressed:

1. Go to Company on the Tool Bar and Select Make General Journal Entries;
2. Date—enter the sale date
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3. Debit(9)

a. Asset sold at again (sale price > book value)

If the asset was depreciable there will be two Debits;

One Debit isto the accumul ated depreciation subaccount (for its balance)
of the asset discarded or the asset group within which the asset resides.
The second Debit isto the business checking account for the sales amount,
assuming the sales amount was deposited there.

If the asset was not depreciable, then there is no accumul ated depreciation
account and the only Debit would be to business checking.

b. Asset sold at aloss (sale price < book value)

4. Credit(s)

If the asset was depreciable there will be three Debits;

One Debit isto the accumul ated depreciation sub account (for its balance)
of the discarded asset,

The second Debit isto the business checking account for the sales amount
assuming the sales amount was deposited there, and

Third, there would be a Debit to the Capital Income account which you
will need to createif it doesn’t exist and Type as an Other Income
account. Do not assign a Tax Lineto this account because it is not
reported on Schedule F. The amount of capital 10ss, or negative capital
income, is calculated as Sale Price — Book Vaue and the absolute value is
the Debit amount. Debiting this Capital Income account will record it
correctly as a capital loss.

If the asset was not depreciable, two Debits are necessary, one to Business
Checking for the sale amount and the second to the Capital Income

account for the loss amount.

a. Asset sold at again (sale price > book value)

There will be two Credits;
One Credit isto the individual or group Cost subaccount of the discarded
asset for the original acquisition cost;



lii. The second Credit isto the Capital Income account discussed above. The
capital income is calculated as Sale Price — Book Value and thisvalueis
the Credit amount. Crediting this account will record it as capital gain or
income.

b. Asset sold at aloss (sale price < book value)
i. Credit theindividual or group Cost subaccount of the discarded asset for
the original acquisition cost.

Below is an example of the Sale of a Tractor for $10,000. The tractor was originally purchased
for $12,000, placed into an individual capital asset account and currently has a book value of
$0.00.

[E Make General Journal Entries Type a help question ¥ How Do I? E]@

@ previous [ Mext @ Print... q:h Hiskory

Date Oof0afz00d [B]  Entry MNo. |9

Accaount Credit Memo Mame Billablz? | Class |
o000} | | | ! &
Tractor:Accumulabed depreciation 1Z,000.00
Trackor:Cost 12,000.00
Capital income 10,000.00

b

Save & Close ] [ Save & MNew ] [ Rewert
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CHAPTER 6. Liability Transactions

Liabilities represent debt obligations incurred by the business. Common examplesinclude
outstanding bills (often referred to as accounts payable), credit card balances, and |oan balances.
I’ simportant to record these liabilities in QuickBooks (QB) to track balances, make timely

payments and so the Balance Sheet and Income Statement are accurate.

A. Entering Preexisting Liabilities

If your business started operations before you began using QB, then you probably have some
preexisting business liabilities. The balances for these liabilities need to be determined as of a

specific date (probably the beginning of the year you start using QB) and then entered.

Follow the process below to enter preexisting liability balances. (If necessary, review Chapter 2
before proceeding).

1. Select Listsfrom the Tool Bar, then select Chart of Accounts.

2. Select the Account button at the bottom of the Chart of Accounts window and select
New.

3. Choose an account Type. If it'sacredit card balance, then select that type. All other
liability types are located in the Other Account Types option. Clicking on the down
arrow to the right of that option allows you to view and select from alist of liability
types:

a. Account Payable — used for bill balances such as feed, supplies, seed, utilities.

b. Other Current Liability — used for payroll taxes, operating loans and other
non-account payable liabilities that you expect to pay in the next year.

c. Long Term Liability — used for loans with a repayment period of more than
one year and would include loans to purchase machinery, breeding livestock,
buildings, and land.

4. Select Continue and the Add New Account window appears.

5. Enter aunique name for the liability and an opening balance by selecting Enter
Opening Balance. Enter the balance existing on the Start Date for using QB whichis
probably the beginning of the year you start using QB. For loans, this balance can be
accessed from thelender. Select Save & Close or Save & New.
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6. If thereisapreexisting liability thereis aprobably a preexisting asset which also

needs to be entered. Discussion of this process occurs in Chapter 5.

A preexisting machinery loan with a balance of $88,000 is created below.

# Add New Account | |
|'|'1T| Account Type | Long Term Liability v
— . - . e -~ e
Enter Opening Balance: Long Term Liability Account
Account Mame ?ﬁl‘acﬁinery Loan | Enter the balance this account had on the day befare your QuickBooks start date.
[ subaceount of L | »: Attention: If this account did not have a balance before your
Optional \1‘) QuickBooks start date, click Cancel and use a transaction ko put money
Description | 1 in this account, Example transactions
Opening Balance | §5,000,00 asof | O1f1fzo08| ‘
Accaunt No,
Tag-Line Mapping | <Unassigned = 'v_" How do I choose the right kax line?
Ok Cancel Hell
Enter Opening Balance... Should I enter an opening balance? ] [ ] [ A ]

Save & Close ] [ Save & Mew ] [ Cancel

B. Entering New Liabilities

When you start using QB (from the Start Date onward) any new liabilities should be entered by
recording atransaction viaaform like Enter Bills, Make General Journal Entries or Enter Credit
Card Charges. A new liability should not be entered using the Enter Opening Balance button in
the Add New Account window. Using the Enter Bills form automatically credits account
payable as discussed earlier in Chapter 3. When purchasing afixed asset, like breeding
livestock or machinery, you will need to use the Make General Journal Entries form to record not
only the liability but the fixed asset and any cash down (see Chapter 5). Credit card purchases
are recorded using the Enter Credit Card Charges form (see Chapter 4).



The following example is completed below: purchase tractor for $90,000 with $80,000

borrowed.

EFI Make General Journal Entries

Type a help question % How Do 17 E]@

@ previous B Mext @ Print... q:h Hiskary

Date  |10f12/2009 (@]  Entry Moo 10

Farm checking
IO Trackar Loan

Credit

10,000.00
§0,000.00

Memo

Account i

Narne Bilable? | Class |

e

C. Recording Loan Payments

Save & Close ] [ Save & Mew I [ Rewverk ]

This section discusses payments on Operating Loans and Long Term Liabilities that are not paid

in association with aregular product sale like milk. Assuming that these payments are coming

from the business checking account, either as a printed or hand written check or as an electronic

payment, a Write Checks form will be used.

Follow the steps below to record a loan payment:
1. Select Banking from the Tool Bar, then select Write Checks. You'll need to create a

checking account in QuickBooks if one doesn’t exist.

Select the correct checking account in the Bank Account field.

3. Enter the check number if the check was hand written. If it was an € ectronic transfer,

leave thisfield blank.

Record the correct date.

Record the Payee name and the payment amount.
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6. Inthe Expensestab, record the interest portion of the payment on one line using an
interest expense account and record the principal portion of the payment on a second
line using the appropriate liability account. The interest expense can be allocated to
one or more classes. Information on the interest and principal breakdown is available

from the lender.

The example below presents a $1,000 payment on the tractor |oan created above of which $800

Wwas interest.

= Vfrite Checks - Farm checking Type a help question ¥ How Do I? E]@

@ previous [ Hext @Print - aFind

Bank Account | Farm checking b Ending Balance -2,950,00
no, 2
Date 1zjo1/2009 (]
Pay to the Order of Friendly bank. v $ 1,000.00
OnethDusand andDDJ‘IDD************************************Dollars
Address
@
MEW; Order Chacks
Expenses $1,000.00 | Items $0,00 [ 7o be printed
Account Arniourk Merno Customer:Job | Billa,,, | Class |
Interest Expense &00.00 i
10 Tractar Loan 200,00
v
Clear Splits ] [ Recaloulate Save & Close ] [ Sawve & Mew ] [ Resett
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CHAPTER 7. Financial Reports

QB produces many reports useful for basic management, control and income tax purposes.
Measures of Profit (Profit & Loss), Owners Equity (Balance Sheet) and Cash Flow (Statement of
Cash Flows) arereadily available. Reports on business activity with vendors and customers can
also be generated. Reports on accounts payable, receivable and income and expense detail can
be produced. Most reports are highly customizable and can be memorized so that once you get
the report looking like you want; the process doesn’'t need repeating again. Note: memorizing a

report does not “ memorize” the data on the report, only the format, dates and filtering options.

All reports are accessed through Reportsin the Tool Bar. The table below indicates where

certain reports are located in the Reports drop-down menu.

Table6:1
Report Drop-down menu selection
Profit & Loss
Balance Sheet

Statement of Cash flow Company & Financial
Income by Customer
Accounts Payable Aging Vendors and Payables

Income Tax Accountant & Taxes

Profit & Loss (P&L)

The P& L, aso referred to as the Income Statement, shows all your income and expenses for a
given time period. It isthe key indicator of how the overall production processis performing.
Maximizing profit or the return to the resources used in the production processisacritical long
run business goal. The most accurate measure of profit requires accrual measurement of income
and expense. End of year accrual adjustmentsis one common recommendation for achieving this

standard. Chapter 10 discusses these accrual adjustments.

1. Fromthe Tool bar, Select Report in the Tool Bar, select Company & Financial. There
are several "canned" P&L’sto choose from including a P& L by classand a P&L

comparing thisyear to last year. We will look at abasic or Standard P&L.

50



2. Select P&L Standard.
3. Clickinthe Datesfield and select ThisFiscal Year.
4. Click inthe Columns field and select Quarter. You should have P&L for the calendar

year split into four calendar quarters. Net income or profit is reported for the entire
year and for each quarter.

. Select Modify Report. Thiswindow allows you to make changes to the report. For
instance, selecting "% of Income" adds a column that reports each income and
expense line as a percent of total income. Y ou can also change the Report Basis from
"Cash" to "Accrual". If you select Cash, the only information reported will be that for
which cash has already been received or paid. If you select Accrual, Cash Received
and Paid as well as Accounts Receivable and Payable will be reported. Another
option isthe "Display Column By" field which can be changed from the Total Only
default to other date oriented options or options such as Class, Customer or Vendor.
When the modifications are selected, click OK. Y ou may need to click the Refresh
button so that the changes you made are reflected in the P& L.

. Once the report looks like you want, you can Memorize the report so the
modifications don’t need to be repeated in the future. The report can also be Printed
or Exported it to a spreadsheset file.

51



A Standard Profit & Loss (Income) Statement for ‘ This Fiscal Year'! is presented below.

-_E[J Profit & Loss

Type a help quastion

[ owoor] (6D

[ Modify Report. .. ]_[ Memorize. ..

][ Print. .. ][ E-mail = ][ Export. .. ]_[ Hide Header ][ Collapse ]_[ Refreghq

Dates | Cusktom

s | From |91/01/2009 [B] To |1zfzs/2009 [B] Columns | Takal only

| Sork By | Defaul:

1:05 PM
12/28/08

Accrual Basis

oct2008 manual

Profit & Loss
January 1 through December 28, 2009

Ordinary Income/Expense
Income
Crop Sales
Livestock income
Milk Sales
Total Income

Expense
Feed Purchased
Fertilizers and Lime
Hired labor Expense
Insurance Expense
Interest Expense
Supplies

Total Expense

Het Ordinary Income
Other IncomeExpense
Other Income
Capital income
Total Other Income

Het Other Income

Het Income

+ Jan1 - Dec 2§, 09 «

» 30,000.00 4

2,500.00
14,000.00

—_e

46,500.00

8,000.00
5,000.00

500.00
£,000.00
1,300.00
1,250.00

—_

2203000

24,450.00

10,000.00
10,000.00

10,000.00

34,450.00

! For purposes of this example, a“custom” report was used. Normally “this fiscal year” would work.
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B. Balance Sheet

The Balance Sheet measures the financial position of the businessin terms of Assets, Liabilities
and Equity on agiven date. The Balance Sheet equationis: Assets = Liabilities + Equity where
Assets are things of value the business has ownership control over, Liabilities are debts of the
business and Equity reflects the portion of the Assets owned outright. In order for the Balance
Sheet to provide an accurate measure of Equity, all Assets and Liabilities must be entered into
QB. Also, the end of year accrual adjustments discussed in Chapter 10 must be entered before an
accurate Balance Sheet can be produced.

1 From the Tool Bar, Select Reports, select Company & Financial. There are
several Balance Sheet options to select from, we will select Balance Sheet
Standard.

The traditional format reports Assets first, then Liabilities and finally Equity.
Change the Dates field so that the Balance Sheet date reflects the desired date.
The columns field can be changed from "Total only" to different options such as
guarterly or monthly.

5. The Modify Report button provides access to customization options. For
instance, select Previous Y ear in the Display tab areathen select OK. This choice
will compare balance sheet information for last year to the current year.

6. Aswith other reports, the Balance Sheet can be memorized, printed or exported to
a spread sheet file by selecting the appropriate button.
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A Standard Balance Sheet is presented below.

Accrual Basis

ASSETS
Current Assets
Checking/Savings
Farm checking
Total Checking/Savings

Accounts Receivable
Accounts Receivable
Total Accounts Receivable

Other Current Assets

Hay inventory

Prepaid expense

Prepaid Insurance Expense
Total Other Current Assets

Total Current Assets

Fixed Assets
Building
Cost
Total Building

Grain Auger
Cost
Total Grain Auger

Machinery Group
Accumulated depreciation
Cost

Total Machinery Group

Hew Tractor
Cost
Total Hew Tractor

Tractor, JD
Cost
Total Tractor, JD

Total Fixed Assets

TOTAL ASSETS

LIABILITIES & EQUITY
Liabilities
Current Liabilities
Accounts Payable
Accounts Payable
Total Accounts Payable

Other Current Liabilities
Revenue in Advance
Wages Payable

Total Other Current Liabilities

Total Current Liabilities

Long Term Liabilities
Building loan
Farm loan
JD Tractor Loan
Hew tractor laon
Total Long Term Liabilities

Total Liabilities
Equity
Owners Draw
Het Income

Total Equity

TOTAL LIABILITIES & EQUITY

Dates | Custam w | Asaof |12,|’31J‘2009 Columps | Tokal only | Sort By | Default b
1:11 PM oct2008 manual
1212808

Balance Sheet
As of December 31, 2009

%+ Dec 31, 09 *

» -2,950.00 4

-2,850.00

25,000.00

-

25,000.00

75,000.00
4,000.00
4,000.00

£3,000.00

-

105,050.00

320,000.00

o

320,000.00

4,000.00
4,000.00

-150,000.00
200,000.00

e

50,000.00

¥0,000.00

-

70,000.00

90,000.00

-

90,000.00

-

534,000.00

e PR

639,050.00

4,000.00

Tl

£,000.00

1,500.00
2,500.00

-—

4,000.00

-

12,000.00

300,000.00
74,800.00
749,800.00
50,000.00

519,600.00

iAol

S31,600.00

-1,000.00
108,450.00

LCTall

107 45000

L

639,050.00




C. Statement of Cash Flows

The Statement of Cash Flows (SCF) measures the liquidity of the business over a period of time.

The Format for the SCF used in QB involves three categories into which cash flows are
organized. The categories are Operating Activities, Investing Activities and Financing
Activities. Operating Activitiesinclude cash flows from normal, ongoing business or operating
activities. Investing Activitiesinclude cash flows associated with the acquisition or disposition
of capital assets. Finally, Financing Activities include cash flows associated with borrowing,

loan payments, owner draw and owner contribution.

1 From the Tool Bar, select Reports, select Company & Financial then select
Statement of Cash Flows.

2. The Statement of Cash Flows has a variety of reporting options such as month,
guarter and year, all availablein the Datesfield. The report can aso be
memorized, printed and exported to a spreadsheet file.
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A Statement of Cash Flows for ‘ This Fiscal Year'? is presented below.

-_@J Statement of Cash Flows

Type a help question E]@ .
[ Modify Report. .. ]_[ Memorize. .. ][ Print. .. ][ E-mail * ][ Export,.. ]_[ Hide Hea_der_]_ Refresh | Classify Cash...

Dates | Cuskom

% | From | 01;01/2009 [B] To |hzii0f2000 [E)

437 PM
121008

oct2008 manual
Statement of Cash Flows

January 1 through December 10, 2009
< Jan1 - Dec 10,09 <

OPERATIHG ACTIVITIES
Het Income 3
Adjustments to reconcile Het Income
to net cash provided by operations:
Accounts Receivable
Accounts Payable
Het cash provided by Operating Activities

INVESTING ACTIVITIES
Grain Auger:Cost
Machinery Group:Accumulated depreciation
Machinery Group:Cost
Hew Tractor:Cost
Tractor, JO:Cost
Het cash provided by Investing Activities

FINAHCING ACTIVITIES
Farm loan
JO Tractor Loan
Hew tractor laon
Owners Draw
Het cash provided by Financing Activities

Het cash increase for period

Cash at beginning of period
Cash at end of period

39,450.00 4

-23,000.00
§,000.00

—_—

22,430.00

-4,000.00
140,000.00
-200,000.00
-70,000.00
-890,000.00

et

-224,000.00

79,800.00
79,600.00
50,000.00
-1,000.00

218 B00.00

17,050.00

-20,000.00

—_—

-2,950.00

? For purposes of this example, a“custom” report was used. Normally “this fiscal year” would work.
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D. Tax Reports

If you selected a business organization and a "canned” chart of accounts then QB

automatically assigns line items from your tax return to the ordinary income and expense
accounts. The type of tax lines assigned depends on the business organization selected when
creating the company file. Some of these tax schedules and formsinclude: SchedulesB, C, E, F;
Forms 4835, K-1, 8829, 1099-M1SC and 1040. If you did not select a business organization

when creating your company file, tax reports will not be available.

1. From the Tool Bar select Reports, then Accountant & Taxes. There are three tax
reports at the bottom of the drop-down window.

2. Thelncome Tax Preparation report shows the chart of accounts and the tax line, if
any, associated with each account.

3. Thelncome Tax Summary report provides tax lineitem totals for the tax form or
schedule relevant for your business organization. Make sure the Dates field reflects
the desired reporting period. Thisreport, like all others, can be memorized, printed
and exported to a spreadsheet file.

4. ThelIncome Tax Detail report provides the tax line item totals available in the Income
Tax Summary report along with the individual transactions that contributed to each
total. Make sure the Dates field reflects your desired reporting period. This report
can be memorized, printed and exported to a spreadsheet file.
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E. Vendors

Most of the reportsin this area address accounts payable (unpaid bills) issues. Accounts Payable
Aging reports list the amount of unpaid bills and the length of time unpaid. Vendor Balance
reports list unpaid bills by vendor. 1099 reports are also available and they list the payments
your business made to vendors for whom your business files a 1099 form. View these reports by
selecting Vendors & Payables via Reportsin the Tool Bar.
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F. Customers

Relevant reportsin this area address accounts
receivable and customer balance issues.
Accounts receivable (sales for which payment
has not been received) are probably more
important for non-farm businesses but you
may still have some interest in these reports.
Accounts Receivable Aging reports list the
amount of sales for which payment has not
been received and the length of time

unreceived. Customer Balance reportslist
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unpaid balances by customer. View these reports by selecting Reportsin the Tool Bar, then

Customers & Receivables.

G. Sales
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Sales oriented reports are available by
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Customer and by Item. An Itemisone
way QB tracksincome or sales. Items
must be used when using the Create

Invoices or Enter Sales Receipts forms.

The Sales by Customer reports list

completed sales by customer. Y ou can
modify thisreport in avariety of ways
including changing the report dates,

selecting either cash or accrual (includes

completed sales for which payment has not been received) organizing by Class and comparing to

previous periods. These reports, like all others, can be memorized, printed and exported to a

spreadsheet file. To access these reports, select Reports in the Tool Bar, then select Sales.
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