Contents at a Glance

JOEFOAUCEION ......eeeeeeeeeeeeaeeeeeeeeeeeennnnnssseeeeeessnnnnnsssseeeeeens ]

Book 1: An Accounting Primer...............cccoeiieerieeeveeeiacnaee ©

Chapter 1: Principles of ACCOUNTING .......c.ccoocueviiriiniinieecieciieeeteeeese e 9
Chapter 2: Double-Entry BOOKKEEDING .......ccccevieiiiniiiiiieciiiieniccceeie e 29
Chapter 3: Special Accounting Problems ...........cccoovveveiiiniiiiiiniieniereeneeieeieeee e 47
Book 11: Getting Ready to Use QuickBoots ...................69
Chapter 1: Setting Up QUICKBOOKS ......c.cooviiriiniiiiiiiiiiicteccetetccce e 71
Chapter 2: Loading the Master File Lists.......ccccccciiiiiiiinniniiniinieceeeeeeeeeeeeeee 89
Chapter 3: Fine-Tuning QUiCKBOOKS........cccevciiiiiiniiiiiieeiecesesteect e 111
Book I1I: Housekeeping Chores .............ccoceeeueeeeeieneec 141
Chapter 1: InVOIiCing CUSLOMETS ........c..ccveeviiuieirieiieieeieete et ere e sreesreesreeaeenesenens 143
Chapter 2: Paying VENAOTS ........cceccieiiiieiiieieiesieecieeste et te e saeseeesseesseessesseesnesenens 177
Chapter 3: Tracking Inventory and [{eMS...........ccceeeueevreecieeciiiiecieceee e 197
Chapter 4: Managing Cash and Bank ACCOUNLS .........ccceecveeiiiiecieneeiieieeieeeeee e 227
Chapter 5: Paying EMPIOYEES ........cccccveviieieeiecieieecteeteee e esve e ae v 263
Book 1U: Accounting Chores.............cccoeeeveeeiaeecacananc 275
Chapter 1: For Accountants OnlY .......ccocceoieieriirierenineeeteieese et 277
Chapter 2: Preparing Financial Statements and Reports ..........ccceceeveevienienenencnenne 291
Chapter 3: Preparing a Budget.........ccocoveeieiiiiniiieieeeeeeeeeete e 313
Chapter 4: Using Activity-Based COSting........cccceeeveriririeiieneereceeeeeeeese e 327
Chapter 5: Setting Up Project and Job Costing Systems..........ccccccveveeviievieecennennnen. 343
Book U: Finaacial Management ....................cccceeeeee.. 357
Chapter 1: Ratio ANALYSIS .....ccovveciieciieiieiecieetest ettt seesveesveesaeesaeeaeenea s 359
Chapter 2: Economic Value Added AnalySis ........ccecvevueevueeviesiesieneeneenieesieesieeneeenens 377
Chapter 3: Capital Budgeting in a Nutshell ...........cccccooieeiieiiiiiiciiceeeeeeeeee e 389
Book VI: Business Plans.............ccceeceeeiceeeccveeciceeenen 505
Chapter 1: Profit-Volume-Cost ANalySiS......cccceevverieriienieriiieiieieseeseeseesieesie e eee s 407
Chapter 2: Creating a Business Plan Forecast ..........coceeeeviiienceenieeniesieseeeeieenn 427

Chapter 3: Writing a Business Plan .........ccccoocveviiiieniiniecieciiceceeseceee e 465



Book Vll: Care and Maintenance................ceueeeeeeeenne b7

Chapter 1: Administering QUICKBOOKS ..........cccceviiriiinieniiiniiiniertesececieeeeeeee e 479
Chapter 2: Protecting YOUr Data........cccocueeieriiniiniieniiiieeienieeeeseeseese et 497
Chapter 3: TroubleshOOting.........cccceciriiriiniiniiieeeeeeee et 513
Book VIII: Appendixes...........cceceueeceeecceieiceeecaceneeec 319
Appendix A: A Crash Course in EXCel..........coceviiniiiriniieeeeeccceeeee e 521
Appendix B: Government Web Resources for Businesses............ccocecevveverenennnen. 539
Appendix C: Glossary of Accounting and Financial Terms...........ccccccevveverenenenen. 559

JRACK «ceeeaaeaeaaaenneeeaaceeacaneeeeeeccacaasaceeeeees D93



Table of Contents

JOEEOAUCEION «..aeeeeeeeeeaaeeeeeeeeeennnnaseeeeeeeesnnnnnssssseeeesnnnnnns ]

ADOUt ThiS BOOK........cciiciiiiieiieeeeeeete ettt 1
How t0 Use This BOOK ......c.cocuiiiiiiieiecteceeteeee ettt 2
FOOlish ASSUMPLIONS ......oooviiiiiiiiiiicieetereeeee ettt eae e 3
How This Book Is Organized..........c.ccoecvevieniiniiinienienienieneeneesieeieeee e 4
Book I: An Accounting Primer..........ccocovievirninninninniinicnienecseeee, 4
Book II: Getting Ready to Use QuickBoOKS...........cccccueeeenrienreenreennennee. 4
Book III: Housekeeping Chores ..........ccoceeieieiieneneninceeceeeeeeeeene 4
Book IV: Accounting ChOYes .........cccceeveeienieniieciieieciecie e 4
Book V: Financial Management...........cccccevvvevieeniienienniencieneeseeseeseeenes 4
Book VI: Business Plans.........cccccecevviinienieniennieniecieeiesceseeneesee e 4
Book VII: Care and Maintenance...........occoeceeveeriernieniienieeneeneeneeneennnes 5
BOOK VIII: APPENAIXES .....ccveeieeiieiieeiieeiiecreeie ettt sreesveesseeve e 5
Stuff at My Web Site.......cccovivieieieieeeeeeeeee e 5
Conventions Used in This BOOK .........ccccceiiiiiieiieeciiniecieeeeeeeeee e 5
SPECIAL ICOMS ..ttt ettt te et ete e e s seesee e be e beeaeesseennans 6

Book 1: An Accounting Primer ..............ccceeeeeiceecaceeeiecneec ©

Chapter 1: Principles of Accounting ......................c....e. 9
The Purpose of ACCOUNTING ........ccueevveeieiieiieeciecie et 9

The Dig PICTUTE.....cceeiieiieiieiececteeeeeeee et 10

Managers, investors, and entrepreneurs ............cecvevverereeeereesnenens 10

External CreditOrS.......coiviiieriieniiiienteteecee ettt 10
GoVernment ageNCIES ........ccceeiueerreereerreeireeieeteeeeseesreesseesseesseesseeseens 11

Business form generation..........c..ccocuevvieverneniiensiennenieeneeeeeeeeeee 11

Reviewing the Common Financial Statements ...........c.ccccceevieviievieeiennnnne. 12

The income statemMent ...........ccccevviirieniienieieeieeeeeee e 12

BalancCe ShEet.........ooveieieiiieeeeceeeee et 15

Statement of cash flOWS.........coceviiriiniininiiiieee 18

Other accounting statements ............cccoeceeeviiecieeiieecceeeee e 21

Putting it all together.........coceoviiiiiiiniieeeee 22

The philosophy of accounting..........c.ccecceeveeviieciieiecciecieceeeee e 23

A Few Words about Tax ACCOUNtING ........cccceeeuieviieiiiriieeienieneeneeseeie e 26
Chapter 2: Double-Entry Bookkeeping .......................... 29
The Fiddle-Faddle Method of Accounting...........ccccceevevveneevieeniensienceeneeenne. 30

How Double-Entry Bookkeeping WOYKS ..........ccccoecievieniinenniinienienieneene, 32

The accounting model ...........ccccoeviiriiniiniiiiniinieeeeeeeee e 33

Talking MECHANICS .......ccvieivieieciecieceeeeee e 35



OuickBooks 2008 All-in-One Desk Reference For Dummies

Almost a Real-Life Example..........c.ccooveeiiiiiiiiiieeececeee e 38
RENt EXPENSE.....uviiiiieiiieeieecee ettt e et e e e e eseeesae e 39
WaZES EXPEIISE......euvieieiienieieiesieeitetetertessesteeaeetetensesaessesseeseeneensensenes 39
SUPPIIES EXPEINISE ....ccevveiieiieiieieeie e eteeee e esteesteesaeeaeseessaesseesseeseens 39
Recording Sales rEVENUE............cceeeveerieeiiieiieeieeieeieeee st e e seee e eseens 40
Recording cost of g00ds SOId ........cceceveiiriiiriieniieniienierieeeece e 40
Recording the payoff of accounts payable............cccccoovieriininnennnnns 41
Recording the payoff of aloan.........cccccocerviniiiniiniiniiniiiiceenes 41
Calculating account balance..........ccccceecveeciiecieecieciecieceeceeee e 42
Using T-account analysis results..........cccoceveeieienenenenincnceeeenee, 44

A Few Words about How QuickBooks WOTKS ..........cccccveeeuiieciiiciicninee. 45

Chapter 3: Special Accounting Problems ........................ 47

Working with Accounts Receivable ...........ccccoeveviiiiiiiniiecienieeieceececeeien, 47
Recording @ Sale .......ccoceeiiriiiienieecieceee et 48
Recording a payment .........cccoeierieneenieniiinienieeiestese et 48
Estimating bad debt eXpense...........ccoceveeverniirsiensieniienieneeneeseeiene 49
Removing uncollectible accounts receivable...........ccccccoeevernenaenn. 50

Recording Accounts Payable Transactions..........cccocceeveeveevieevieesieeeennnenne. 51
Recording a bill........cccooiiiiieieieieeec e 51
Paying @ bill......cccocieiiiiiiceeeeeteeeee et 52
Some other accounts payable pointers..........ccceeeecieriienieneenenninnns 52

INVentory ACCOUNTING ......ccceviiiriiirierienterterteeetee ettt 53
Dealing with obsolete INVENtOrY .........ccccovvveeiecienieeereeeeeeeeeenen 54
Dealing with inventory shrinkage ............cccceevvevieeveecieniesieneeseeiens 55

Accounting for FiXed ASSets .......cccieviiiiiiienieneeeceeec ettt 57
Purchasing a fixed assSet .........cceeveeveeniriiiniiinienierieeeeseeeese e 57
Dealing with depreciation .............ccoccevevieircieieciereeeeeeeeeeeeeen 58
Disposing of a fixed @sset.........ccocevvieriiniinenniinsierieceneeeeeeeeiee 59

Recognizing Liabilities........ccccooiiiiiiiiiiinienieietteececec e 61
BOITOWING MOMNEY ......veeuiieiiieiiieiieeieeieesreeieesieesteesteereesaeseessaesseesseeseens 61
Making a loan payment.........cccceeeereereeiennieeiieeienieseeseeseeseesaeeseens 62
Accruing lHabilities .......ccceeieviiiiriinieeeceecee e 62

Closing Out Revenue and Expense Accounts.........occoeeeveeviernienniencieneenne. 65
The traditional ClOSE........cccooeiviiriiiriinieieeeeee e 66
The QUICKBOOKS ClOSE .......cccvieiieiieiiecteeeeeeeeteee e 67

One More Thing . . ..ot 68

Book I1: Getting Ready to Use QuickBooks....................69

Chapter 1: Setting Up QuickBooks .............................. n
Planning Your New QuickBooks System ..........cccocevirinnienienenincrceeeeenen, 71
What accounting dO€s .........ccceevviiieiieiiiinieecieeeeee e 71

What accounting systems do..........ccceecveeverienieneeneeieeieeieeeeseeeeen 72

What QUIiCKBOOKS AOES.........oooieviiiiiiiiiieieieeceee et 72

And now for the bad NEWS .......c.cccvvviirieniiniiiecece e 72

Installing QUICKBOOKS .........cocoiviiriiriiieitetcceeee et e 73



Table of Contents XI

Dealing with the Pre-Interview Jitters .........ccccovevivirceecincieceneseceeeeenee 75
Preparing for the interview...........ccocevveeieveneninceeeeeeeeeeeen 75
What happens during the interview ...........cccccceeveevrvrienincneneeenne, 76

Running the EasyStep INterview ..........cccoceceiiniiinininieereeeeeeeeees 76
The big WEICOME ........cccviriieiieieieeeeeeee et 76
Supplying company information ..........ccccecceeeiervieriieneeneeneenenieniene 77
Customizing QUICKBOOKS.........cccociiriiiniirienienienierccccceieeesee e 78
Setting your start date.........ccoeceevieviiiniinienienieieeeeeeeee e 80
Adding bank aCCOUNLS .......ccccevieriiririeieeeeseeee s 81
Reviewing the suggested chart of accounts ..........ccccceeciieieeiennennns 82
Looking at the QuickBooks Learning Center window...................... 83

Identifying the Starting Trial Balance..........ccccecovvveniineeneniienienieneeeene, 84
A simple example to Start ........cccceeeeeeeciiieiieceeeee e 84
A real-life example to finish........ccccccoieeiiiiiiiice, 86
Supplying the missing account balances . . ........ccccceevveveecieeciennenn. 86

Chapter 2: Loading the Master FileLists ......................... 89

Setting Up the Chart of Accounts List .......c.cccceeeevienieneeceeciecieeeeceeeene, 90

Setting Up the [tem List........ccoceiiiininirieeeeeee e 94

Working with the Price Level List .......ccccooevieieiiiiiniecececeeeeeee 95

Using Sales Tax COAES ........ccverieriirerieeerieeeeesiesiesteeteeeeeeseessessessesvesseeseeseas 95

Setting Up a Payroll Item List ........ccccoovevviiriiiniieniinieneeecececeeseeeeeeen 96

Setting U ClaSSES ......evvieiieriiniiniieieeieeieeieetest ettt sttt st esae e 97

Setting Up a Customer LiSt ........ccceeieeieciieciieieeieeeeseee et 99

Setting Up the Vendor List ........cccooeviriiieiiinininieieeeeeeeeeeteieene 103

Setting Up a Fixed Assets List.......ccccovveevieniiinienieecececeeeseeeeee e 106

Setting Up Your EMPIOYEES........c.cccviviiriierienieeeneeieeieeieeie e 107

Setting Up an Other Names List ........ccccoocveviiniiniininienienienieeiesceeeen 107

Setting Up the Profile Lists........cccccovviniiiniiniiiiiiceeceneeeeeees 108

Chapter 3: Fine-Tuning QuickBooks ............................ m

Accessing the Preferences Settings ..........cocceeceviiniininnenieniineneeneees 112

Setting the Accounting Preferences............cccocvevieveeciiecieeciecieeieeeeceeeen 114
Using account NUMDETS.........coceevirieniiniinieteeeeeeeee e 114
General accounting OptioNS.........cccceevieeieriencieneeeeeeee e 115

Setting the Bill Preferences..........cccocevveeieniinieniineceeiecieeiesieseeseee 116

Setting the Checking Preferences .........ccccocovieniiniininviniinienieniencee, 116

Changing the Desktop VIEW .......cocoviiriiriiniiieecececeeee et 119

Setting Finance Charge Calculation Rules............ccccccveeiieciiecieeciecieeene. 120

Setting General Preferences...........cooeeieieiieninenininieieeseeeeeeeeeeee s 120

Controlling Integrated Applications ..........ccoeceeveeveecieecieecieeieeieceeeeeeen 123

Controlling INVENTOTY .....cooveviiriiieiiiiieieeteseest ettt sre e e esee s 124

Controlling How Jobs and Estimates Work.........ccccocevceniiniieniienieneennen. 125

Controlling How Payroll WOrKS .........ccccoecieviiiiiniiiienienienieeieseeeeeen 126

Telling QuickBooks How Reminders Should Work ...........ccccooveeeeiennnnne 128

Specifying Reports & Graphs Preferences..........ccccoccoeeiivininnininnennn, 129

Setting Sales & Customers Preferences..........ccccceveevieeciincinciencienceeneennen. 133

Specifying How Sales Are Taxed........c.ccecuereerienieneenieniieniienienieseeseeneees 134



OuickBooks 2008 All-in-One Desk Reference For Dummies

Setting the Send Forms Preferences............ccoceveevirninniniennennnnns
Fine-Tuning the Service Connection...........cccceveevierviinviensieneenennne.
Controlling Spell ChecKing..........cecevveriererenenieieteieiesese e
Controlling How 1099 Tax Reporting Works ............ccccoeevenenncnnnne
Setting Time Tracking Preferences ..........ccccoovevveveeninciincennieneenne

Book 111: Housekeeping Chores................cccoueeceeaeencnee 141

Chapter 1: Invoicing Customers ..........................

Choosing an Invoice FOrm .........cocociiiiininininieeeeeeeecee
Customizing an Invoice FOrm .........cccocevvieviininneenienieciecieeeeeeene
Choosing a template to customize..........c.cceecevvieriierviencrennenne
Easy invoice customizations.........c.cccocevvverceeneeneeneenenniennen.
Reviewing the Additional Customization options................
Working with the Layout Designer tool............cccceceeeueennenee.
Invoicing @ CUSTOMET ........ccooiviriiieieieeeeee e
Billing fOr TIME .....c.cooiiiiiiieieieeteeeeeetese et
Using a weekly timesheet ..........cccovvrviniinciinieniiniceeieee,
Timing single activities.......ccccooveeverviiriiniiinieieeeeeeeeee
Including billable time on an invoice.........ccccccecenerenincnnen.
Printing INVOICES .....ccceevviiiiiiiiiriieeeeeteee e
E-Mailing INVOICES .....ccocuviiiiiiiiieieeeieeeeeete et
Recording a Sales Receipt.......c.cocevvieeierienienieecieciecieceeeese e
Recording Credit MEmOS.........ccocuevierienienieiieieciecieeee e
Receiving Customer Payments.........c.cceceevieniinennienciennienienceneene,
Assessing Finance Charges ........coccooevvevviiniiniieniieneeniceceeeeeene
Setting up finance charge rules ..........cccccoeevvevvevieciecieeieennn.
Calculating finance charges ..........cccccocevereeiienieneneneneneeene
Customer Odds and Ends ........cccceceeiiiieniininineniieteeceneeeeee

Chapter 2. PayingVendors ...................ccviunnnn.

Creating a Purchase Order..........cccocevveeienienieneeiecieeieceeeeeseenes
A real purchase order ..........coccoeceeveenieenieenieecieeieeieeeeseeeees
Purchase order tips and tricks ..........ccccoevveviiiiieccieccieee,

Recording the Receipt of [tems ........cccooceeviiiiininiiniineieceeee,

Simultaneously Recording the Receipt and the Bill ......................

Entering a Bill .....c.coooiiiiiiiet e
If you haven’t previously recorded an item receipt.............
If you have previously recorded an item receipt .................
Recording a credit Memo .........cccceveeerciinienienienienieeiesieeeene

Paying BillS.......cocuoviiiiiiiieeeettetee e

Reviewing the Other Vendor Menu Commands ...........ccccceveereenene
Vendor CENET ..........cocieieiiirinirieteeeeeeee et
Sales Tax menu commands .........cccceeererereniesienieneneneneenees
Inventory ACtiVIties.......cccuevirriieiieniiieiecieeececceeese e
Print 10995/1096 .......cccoouevirinieiniinieineneteeeeee et
Ttem LISt c.eeiiiiiiiieeet et



Table of Contents ~ XIII

Chapter 3: Tracking Inventoryand Items .. ...................... 197
Looking at Your Item LiSt ........cccoecuieiieiieeiierieieceeeeeeeee e 197
Using the [tem COlUMN........cccoeviiiiiiiiiieiiciecieeecceeeee e 198
Using the [tem List WindOW ........ccccecevviiniiiniiniiniceceeeeeeeeeee 199
Using the inventory reports.........cccevvevierienieneeneeneereeieseeeeenes 200
Adding Items to the Item List .........cccoeoiiieiiiiieeeeeeeeee e 200
Basic steps for adding an item ...........ccoocoeeeiriieiieneneneeeeee 201
Adding a Service itemM .......ccccveeiiiiiiiecieeeeceee e 202
Adding an inventory item.........ccccceveeveeiiieriieieeieeeeeee e 203
Adding a non-INVentory part......c.ccoceeeeverrieriieniienieeneeneeseseeeee s 205
Adding an other charge item .........cccooceeiiriiniiiniiinieiceeeee 207
Adding a subtotal item ..........cceeciiieciieecieeee e 208
Adding a group fte€m........ceceviriiririeieeeeee e 209
Adding a discount it€m.........c.ccceeriirienieiicieeeeeeee e 210
Adding a payment it€m.........cccccuevierienieniieiiceeeee e 211
Adding a sales tax itemM.......cccceecieriinieniirieeieseeeeee e 212
Setting up a sales tax GroUP ......cccceverviirierienieneeeee e 213
Adding custom fields to items..........cccceeviieceiiciieceeee e, 214
Editing IEEIMS ....coouiiiiiieiteeeeeeeee ettt 216
Adjusting Physical Counts and Inventory Values ............cccccceecveevenueennen. 216
Adjusting Prices and Price Levels.........cccccooeeviiniiiniinieniececiecieeeeeeeen 219
Using the Change Item Prices command.........c.ccccceevvrviervienvennnne. 219
Inventory in a Manufacturing Firm ..........ccoccoociniininnniiniinienieeee. 223
Manufactured inventory the simple way .........cccceeoveeciieecieecenennnn. 223
Inventory accounting in QuickBooks Premier.............ccccoceeeenennen. 223
Chapter 4: Managing Cash and Bank Accounts ................. 221
WIHHING CheCKS.....c.iiiiiiiieieeeee e 227
Recording and printing a check.........ccecvveievienienienieieieeee 227
Customizing the check form .........ccccoeevviiiiiinienieece 234
Making Bank DePOSItS .....ccccevevviiriiiiiiiriiniereesteteeee et 236
Transferring Money between Bank Accounts ........cccccocevveriieniieneeneennen. 239
Working with the Register.........ccovioiiiiiiiecieeeeeeeeeeee e 241
Recording register transactions .......c..ccoccevveeeeveeneenennensenneeneennes 241
Using Register window commands and buttons.............ccccueu...... 245
Using Edit Menu Commands..........ccceecueeiereenieneeneenieesieesiesiessesseseenenes 248
Reconciling the Bank Account...........ccccoeveviiiinninnennieniecieeeseesceeenn 254
Reviewing the Other Banking Commands...........c.cceceeeverienienerereneennennns 258
Order Checks & Envelopes command...........cccceeeveviievieecieeeennnnne. 258
Enter Credit Card Charges command ...........ccceceevevenenencereeneenene 258
Online Banking command ..........cccceceevieeienieniieneeneeneeeeee e 259
Online Banking Center command............ccecevvvereeneenieeneenienseennennns 260

LOoAan ManQAGEY .......cceecieriirieiiiieieeienieetesiestesseseeesteesbeesaeensesssesseesnns 261

Other Names LiSt.....ccvviieeiiiiieiiiieeieec ettt e 261



xiv

OuickBooks 2008 All-in-One Desk Reference For Dummies

Chapter 5: Paying Employees .................ccoivvininnn.. 263
Setting Up Standard Payroll.........c.ccceeviivienienieciieiecieceeceeeese e 264
Signing up for a payroll SErviCe........cccevvvevieviereecieeieeieeeeseeieee 265
Setting Up EMPIOYEES......ccviviriiriiiieeieneeeeee et 266
Describing an employee ..........ccocevierienieneeninnieeieneesee st 266
Setting up year-to-date amounts ............ccccceeveevieecieeceeneeseeseeneenne. 270
Checking your payroll setup data .........cceceeveevereneniennierenenereeene 270
Scheduling Payroll RUNS...........cocciieieiiinieseeeeie et 270
Paying EMPIOYEES .......cccoeiiriiieiieieeeeeete ettt 271
Editing and Voiding Paychecks .........ccccooveriiiiiiiniiniinienieeeeeieeieene 272
Paying Payroll Liabilities.........cccccerirrinniniiniinienietecceceeceeeeeen 273

Book 1V: Accounting Chores ...........ccccoueeeceeeicuecicnainc 275

Chapter 1: For AccountantsOnly ....................cccoiannt. 277
Working with QuickBooks Journal Entries ..........cccccovevvienviinvieneeneenennne. 277
Recording a journal €ntry ........ccoccoeeeverviensiennieniienieneeneeseeseeee e 278
Reversing a journal €ntry .........cccccceeeciieecieeciieecieecee e 279
Editing journal entries .........ccooceevirviinieneeiieeeeeeeee e 279
Updating Company Information..........ccceceeeveeveeviieciinciesieseeseeseeseeieeenn 280
Working with the Memorized Transactions...........cccocceeeveecvereeneeneennennne. 280
Reviewing the Accountant & Taxes Reports ........cccoceeveevevnivnnieesienceennen. 281
A Few Words about the Decision Tools..........ccccccceveveninenincencncnenenne. 283
Creating an Accountant’s Copy of the QuickBooks Data File................. 284
Creating an accountant’s CoOPY .....ccoceveeeerierierienenieeerieeeseese e 284
Using an accountant’s COPY ....cccecvevueeviereenieeneenieesieeeeseeseeseeessesnnes 287
Reusing an accountant’s CoOPY ......coceveevierrieerieniieneenieneeneeseeeseennnes 288
Exporting client Changes .........cccocevvievienienieniineeieeieseeeeene e 288
Importing accountant’s changes ..........cocceeeevevveriienienieniieneeeene, 289
Canceling accountant’s changes ...........cccoccveeveevieeeecieneeseeseeeenne, 290
Chapter 2: Preparing Financial Statements and Reports . ......... 291
Some Wise Words Up Front..........cccceeveiienieieecieciececeeceeeeeeveeve e 291
Producing a REPOTt........ccociiriiiiiiiiiiiiieeececteteeeee e 292
Working with the Report Window............ccoccveeieiieniieniiccieciecieceeeeeee, 293
Working with Report window buttons..........cccceeeeveeciirciencienceennenns 294
Using the Report window boxes..........cccccoevvviinirciiniiinienieneeiene, 300
Modifying @ REPOTt .....ccceiruiiriiiieiieieeeeeece ettt 302
Using the Display tab.......cccoccveeiieciieee e, 302
Using the Filters tab .......ccccovieiiiiiiiiinieiceeeeeeeen 304
Using the Header/Footer tab...........cccecvevieniieiieniieieciecieceeeeee, 307
Formatting fonts and numbers ..........cccocceevvieviievieniincienieceereeeee, 308
Processing Multiple REPOItS ........ccccveviivieeiiiniiinienienteeceeeeeee e 310

A Few Words about Document Retention ...........ccccoceeeevviiieeiieicenneeecenn, 311



Table of Contents xv

Chapter 3: PreparingaBudget .....................ccovinnt. 313
Reviewing Common Budgeting Tactics ........ccccooveevieviieieecienieeieceeeeeen 313
Top-line budgeting........ccceoeeriiiieiiieieeieeeeeeeeee e 313
Zero-based budgeting .........cccceecverienieniniinienieseneee e 314
Benchmarking ..........ccecvevievieninineeieeiese et 315
Putting it all together ..o 316
Practical Approaches to Budgeting...........cccccceevieveecieeciiecieeieeieeeeeeeeen 316
Using the Set Up Budgets Window..........ccccceevieniinieciecieeciecieceeeeeeeen 316
Creating a new budget ........cceeveerieecieniiniecieeeeeeeee e 317
Working with an existing budget..........cccccoevvviirvienciiniinniinerieee 320
Managing with @ Budget.........coccooviiriiiniiiniiiiteeeeeeeeees e 322
Some Wrap-Up Comments on Budgeting ............ccceevevievienenienenencieienns 323
Chapter 4: Using Activity-Based Costing ....................... 327
Revealing Traditional Overhead Allocation...........ccccceeevvecieeieeveseenneennen. 327
HOW ABC WOTKS.....c.coiitiiiieiieteeieeie ettt ettt sveeveeveeaeea e e saesnaesseesveas 330
The ABC product line income statement ...........cccceceevieecieerennnnnne. 330

ABC in a small firm.......cccoovuiriiieiiiiiinieeeeeeeeeeee e 333
Implementing a Simple ABC System.........cccccooeveeerienienienieneseeeeeeeenens 335
How QuickBooks Supports ABC..........cccoooiiiiieeieeeeeeee e 336
Turning On Class TracKing...........ccoccvevueevieeeenienieseeeeere et ereeresee e 336
Using Classes fOr ABC..........ocoiiiirinieieeieeescetete ettt 338
Setting UP YOUY ClaSSES......ccciiriieiiieieeieeieeieeeesieesie et eee 338
Classifying revenue amounts ..........ccceceeveeieneeneeneenieeneesiesseeseeenns 339
Classifying expense amounts..........cccecevcverieneeneeneenieeneesieseeseennns 340
After-the-fact classifications .........coccovveeveriiniiinciiniinicceeeee 340
Producing ABC repOrtS.......ccvccieeeieecieeieeiecreeeese et e 341
Chapter 5: Setting Up Project and Job Costing Systems .......... 343
Setting Up a QuickBOOKS JOD.......c.cccviiiieieieeeeeeeeeeee e 343
Tracking JOb or Project COStS .....ccoviririeiieniiesieceeee e 346
JOD COSt REPOITING ..ccuveeiieiiiciieceeeetetee ettt 349
Using JOD EStIMAtES ......cccveveieiiiiiiciieiececeeierecesieeve ettt saeaens 351
Progress Billing.........ccoccieieieiieiereeeeceeeieee sttt ae e 353

Book U: Financial Management..................cccccueeeecn. 357

Chapter 1: Ratio Analysis ...............cccoviiiiiiiiiiennnn.. 359
Some Caveats about Ratio Analysis........cccecevierieneeniennieniieniesieseeseeen 360
Liquidity RAtiOs ...ccveeiiriiiiieiieiecieeieeeeseet ettt s 360

CUITENT TALIO .oeeivvieieiieec e eetae e eeanees 361
ACIA teSt FAtIO oo 362
Leverage Ratios .......cooiiiiiiiiiiniinieeeeteeteeetet ettt 362
| D2 0] 48 ¢ 1 4 (o JUU SRR 363
Debt eqUity 1atio .....ccceeeieeiieiiieieciecece e 363
Times interest earned ratio.........ccoceeeevvuveiieniiiciinieecceeeee e 364

Fixed-charges coverage ratio.........cccceccvvereninieenienencnicncnenceeenns 365



XVi  QuickBooks 2008 All-in-One Desk Reference For Dummies

ACHIVIEY RAtIOS ..eoviiiiiiiiiieteteeece et 366
Inventory turnover ratio .......c.ccccovvervieneeneeninneeeeeeee e 367

Days of INVENTOYY Fatio.......ceceeieierieriirieeeeerese et 368
Average collection period ratio.........cccceeceeveeneeneesieeseecieciecieeeenns 368
Fixed asset turnover ratio.........cccoeceeveecieeciiesieeciecieeieeeeseese e 369
Total assets turnover ratio........ccccocevviereeniienieeneeieeieeeeseeeeeeee 370
Profitability RAtios ........cccoceriiniiniiiiiiecieeeceeetee e 370
Gross margin Percentage.........ccooceevueevuerrieriieriienieeneeneeseeseeseeeseeeees 371
Operating iNCOME/SAlES..........cceviereecieecieeieeeeeeeee e 371
Profit margin percentage.........cccoceeeeveecieecieecieeiecieeee e 372
REtUITI ON @SSELS....uiiiieiiiciecieciieeeeeee ettt 372
Return on €qUILY.......ccceceeieriinienienececece e 373
Chapter 2: Economic Value Added Analysis..................... 317
Introducing the Logic of EVA ........cccooiiiirieeeeeeeeee e 377
EVA IN ACHON c.eeiiiiiieteteeceeteetest ettt sttt et s 378
An example Of EVA........coo et 379
Another example of EVA ..o 380
Some Important Points about EVA...........cccooieiiiiiiiiceeeeeeeeiee 380
Using EVA When Your Business Has Debt.........c.ccccevvevienvienienieneciennn, 382
The first example of the modified EVA formula...........ccccccceenenee. 382
Another EVA with debt example...........ccccccveeiiiiciieiiieieeeeieee 384

TWO FINal POINEYS ...c..coviiiiiiiiiieieeteteeeceeee ettt 386
And Now a Word to My CritiCS ......ccceeuerierirenieieieieeseeceee e 387
Chapter 3: Capital Budgeting in a Nutshell ..................... 389
Introducing the Theory of Capital Budgeting...........ccccecvvverrieverenenennne 389
The big thing is the return ..........cccocoeevveeevieiieeeeeeee e, 390

One little thing is Maturity .......ccccceeveeveevieiieceeeceeeee e, 390
Another little thing iS riSK ......cccccevivviriieniiinienieeeeceeeeeeeeeee 391
Putting It All TOGether ........cocoviiiiiiiitteeeee e 391
Calculating the Rate of Return on Capital.......c.cccoceevieniinenninnennienienen. 392
Calculate the investment amount ...........cccoceveveeerceenienerenenenene 392
Estimate the net cash flows ........cccceeveeiicienieieeeee, 393
Calculating the return.........ccoovevienienieiiececeeeceece e 397
Measuring LIQUIAILY ......cccecerienieriiiiieieeieeiececte sttt 401
Thinking about RiSK.........ccceviiiiiiiniiiiieeceeee e 402
What Does All This Have to Do with QuickBooKS? ...........cccovvveeivvieennnnes 403

Book Ul: Business Plans..............ccouueenuueeeeeeeeeennnnaaeeaae D05

Chapter 1: Profit-Volume-Cost Analysis ........................ 407

How Profit-Volume-Cost Analysis WOTKS.........ccccoevvevienirninnienniennienienens 408
Calculating Breakeven Points.......c...coccevverieniiiniiinienicccccieeeceeeeeen 410



Table of Contents xvii

Using Real QuickBooks Data for Profit-Volume-Cost Analysis ............... 411
SAlES TEVEIMUE ..ottt ettt ettt s 412
Gross margin PEercentage.........ccceceecveeverreeresieeseesreesseesseessesssesssesnns 412
FIXed COSES woniiiiiiiii et 413

The Downside of the Profit-Volume-Cost Model .............cccocerereninnnnnen. 414

Using the Profit-Volume-Cost Analysis WorkbooKk .............ccccevcvervenueennen. 415
Collecting your iNPULS .......cccceevieriieriienienienteeeeee e 416
Understanding the breakeven analysis .......c..ccoceveeiinnennieniencnnne. 419
Understanding the profit-volume-cost forecast .........cccccoceeeveenne. 420
Looking at the profit-volume-cost charts..........ccccceevevrecieenennnnnne. 422

Chapter 2: Creating a Business Plan Forecast ................... 427

Reviewing Financial Statements and Ratios ..........ccccoceveveninencncenennns 427

Using the Business Plan WorkbooK ............ccoccveviinieiincinciiniecieeeeceeen 429

Understanding the Workbook Calculations..........ccccceecvevcierviencieneeneennen. 436
Forecasting iNPULS .......ccccevieiiiiriinienieeicccceeecee e 436
Balance Sheet.......cocooiiiiiiiiieeeeeet e 436
Common Size Balance Sheet ..........ccccoovvirininiienieneeeeeeeeeee 444
Income Statement..........ccoveririririeieeeseee et 445
Common Size Income Statement ..........c.ccceeververiienenenienieneneeieene 449
Cash Flow Statement...........ccccoereriiiiniinininineieccscceeeeeeene 449
Inventory INVestments..........ccocevvieriieniiiniienienieececeee e 453
Financial Ratios Table.........c.ccccvvieirienienereeceeeeeee s 456

Customizing the Starter WOrkbooK...........ccceovevuieviieciiecieecieeieeeeeeeeveeen 461
Changing the number of periods..........cccooeveririiininenininieeee 462
Ratio analysis on existing financial statements...............cccccueun...... 462
Calculating taxes for a current net loss before taxes .................... 462
Combining this workbook with other workbooks ......................... 463

Chapter 3: Writing a BusinessPlan ............................ 465

What the Term Business Plan Means ..........ccoccoeeievviiniininnennieniienieneeneen 465

A Few Words about Strategic Plans ..........coccecevviiniininneniiniinieneeneee, 465
COSt STrAteZIES c..uvieieeieeeeeeeeeeeee e e 466
Differentiated products and services strategies .............ccceueuenee. 466
FOCUS Strategies.......cocuevuiiriiiiiieiieiecteee ettt 467

LOOK, Ma: NO Strategy......cccueveevieriiiienieeieneentenieesieesteeieeeestessessseseeesaees 467
Two comments about tactiCs........cecevvieriirieniiineinieeeeeeeee e 468
Six final strategy poInters..........coceevervieriinienienieeeeeeeeee e 469

Writing a White Paper Business Plan ............coocoovviniiiineninineeeee, 469

Writing a New Venture Plan ...........cccccooievieiieieniicieceeeeeee e 472
Is the new venture’s product or service feasible’.......................... 472
Does the market want the product or service?.........ccceevevuennnnne. 473
Can the product or service be profitably sold?.........cccccceeuenenne. 474
Is the return on the venture adequate

for prospective INVEStOrs?.........ccocevereriieieeerecerere et 474
Can existing management run the business?...........cccccocevevvenneeen. 475

Some final thoughts .........ccooveiiiiieiic e 476



XVill  QuickBooks 2008 All-in-One Desk Reference For Dummies

Book VII: Care and Maintenance ................couuuueee b7

Chapter 1: Administering QuickBooks ......................... 479
Keeping Your Data Confidential ...........cccceeeveeciieiiiiienienieceeeeeeieeieee 479
Using WINdOWS SECUTILY .....cceevieeiiiiiinieneeecieeieereeee et 479

Using QuickBOOKS SECUTILY .....ccocviviirieniiiiieiiiiecieeiesceeeeeee e 480
QuickBooks in a Multi-User Environment ..............cccooovvveevvviieeeineecinnenn. 481
Setting up additional QuickBooks Users ........c.cccecevceeniiniincneenee. 481

Changing user rights..........cocooiiiiiirineeeeeee e 488

A Few Words about CloSING .........ccceecveeiieieeienieiicieeieeieeee st 490
Using Audit TrailS.......ceeceeveeiiiriieieciectesteseeeee et e 490
Turning on Audit Trail Tracking........c.ccceceevvieveevirieriienienieneeeeeeieenn 490
Producing an Audit Trail Report..........coccevvieriiiniiiniiniiiiicieeeeeeieene 491
Simultaneous Multi-USEr ACCESS........cceveviririeieieniereeeeeeeeseeeesee e 491
Maintaining Good Accounting Controls...........cccoecevevinirieenieneneneeenene 492
Chapter 2: ProtectingYourData .....................ccoiunnn. 497
Backing Up the QuickBooks Data File ..........cccccocevininininiieieeeneeeene 497
Backing Up DaSiCS.....ccevuirierieiiecieeeeceee et 497

What about online backup? .........ccceeeeviervieniinienieneeieeieeieseeseenns 500

Some backup taCtiCS .....cceeeeieieieieceeececeree e 501

Restoring a QuickBooks Data File........ccccoceviiiniiniiniiniiiiiiniecieeiee 502
Cleaning Up the QuickBooks Company Files...........ccccevvrvvrrrerienenenennnne 506
Cleanup DASICS.....ccueriririeiieieteteteee ettt 507

Some clean-up and archiving strategies.........cccccecceevvercierieneennenne. 512

Chapter 3: Troubleshooting .......................ccoiiiiint. 513
Using the QuickBooks Help File and This BoOK.........cccccccvevveviievieenennn. 513
Browsing Intuit’s Product-Support Web Site ........c.ccccoevveviviinvieveciennn. 514
Checking Another Vendor’s Product-Support Web Site.............cceuneee. 515
Tapping into Intuit’s Product-Support System..........ccccoeveevivnenniencennen. 517
Trying an Internet NewSgroup.......cccccecevvieneinersieniienientereeeeeeie e 518
When Al EIse Fails . . . coooiiiieeeeeee e 518

Book VIII : Appendixes ...........ccucceeiceeieeieecseesseeneeeses 519

Appendix A: A Crash Course inExcel .......................... 521
Starting EXCEl.....ccooiiieieieieeeeeeeeeseeee et 521
StOPPING EXCEL ..ottt 522
Explaining Excel’s WOTKDOOKS ........ccccccveiiiriiiiieiiciecieceeseeie e 523
Putting Text, Numbers, and Formulas into Cells ............ccceccvvveereecuennnn. 524
WIItIng FOrMUIAS ......cceeiiiiiiiiieecceeee ettt 524

Scrolling through Big WOrKDOOKS .........ccceeceeieieieieiceceeeeeeeee e 525



Table of Contents xix

Copying and Cutting Cell Contents.........cceceevieniineriensensienienieneeseeen 526
Copying Cell CONLENLS .......cceceeeiririeieiereceeeeeeee e 526
Moving cell CONENLS.......c.cceivieirieieieee e 527
Moving and copying formulas ..........cccceeceeieevieneeneeneeneeseeee e 527

Formatting Cell CONTENLS ........ccecueevieeieieieiiiececeeeeeeterere e 529

Functions Are Simply Formulas ........c.cccocevviiniiniininniiieesenieeieceeseeen 530

Saving and Opening WOrkbooKS..........ccceceviiniiniininnieniinieniesieseeseeen 534
Saving @ WOTKDOOK ........ocverieriiriiriiieeeeseeee et 534
Opening @ WOrKbOOK..........cccoeciiiiieieieceeeeeeee e 535

Printing Excel WOrKDOOKS ...........cccoeciiiiieiecieceeeceee e 535

One Other Thing to KNOW .........ccooieiieieieieeceseeeeeeteee e 538

Appendix B: Government Web Resources for Businesses ........ 539

Bureau of EcOnomic ANalysis ........cccceeeevverienienienieieeieeie e evesee e 539
Information available at the BEA Web site........c.cccooeeiveeveieiennnn, 540
Downloading a BEA publication ...........cccocveevecieienienenesecceceiens 540
Uncompressing a BEA publication..........ccocceeveeviiniininnenncnnienenne 541
Using the BEA publication............ccoceruiverinincieienieeneeeececeene 542

Bureau of Labor StatistiCs........ccoveviririiiieienieseeeeeee e 542
Information available at the BLS Web site .........cccccccevininniennnen. 543
Using Bureau of Labor Statistics information............cccceevueeunennennne. 544

CENSUS BUICAU......cveeiieeeeeieiieieierte ettt e s et reseesseesseaessans 546
Information available at the Census Bureau Web site.................... 546
Using the Census Bureau’s publications ...........ccccceevieviievieeeennnnnne. 548
Using the Census Bureau search engine ............cccoccevenenieccenennnne 548
Using the Census Bureau site indeX..........cccceeveeveevieneneneeeeeeiennns 550

SEC EDGAR ...ttt sttt ettt ettt st 550
Information available through EDGAR............cccccooerinincinieieienn, 551
Searching the EDGAR database..........ccoceveviecieeenienieneseeceeeeenens 551

The Federal Reserve Web Site.........ccccoeereneinincinencncncncneecneeneenens 553
Information available at the Federal Reserve Web site................. 553
Using the Federal Reserve Web site’s information ........................ 554

Using the Government Printing Office Access Site.......c.cccoevvvvevrcvenennnns 554
Information available at the GPO Access site.........ccecvvervecvenennns 554
Searching the GPO Access database .........c.ccocevvevievenvrenieceeienens 555

Using the Internal Revenue Web Site..........ccooovieiniieniineninieeeeene 556

Appendix C: Glossary of Accounting and Financial Terms ........ 559

Index........ceeaeaaaaeaaeaaenaeaceeanennceceaneenneaseenceseencenees 393



XX OQuickBooks 2008 All-in-One Desk Reference For Dummies



