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accounting overview of
special problems
(continued)

uncollectibles, credit
memo writing off (bad
debt expense), 51

accounting systems, 72
accounts. See also accounts

by name
calculating balances,

37–38, 41–43
Chart of Accounts List, 

76, 94–98, 258
choosing when writing

checks, 230
contra-asset, 50
creating new, 94–97
defined, 34
hyperlinks for special

tasks, 97
as means of job-costing

with subaccounts, 
338

numbering rather than
naming, 118–119

subaccounts, 96, 118–119
T-account (schedule of

balance changes),
41–44

trial balances, 38
accounts payable (A/P). See

also check writing
accuracy of method,

52–53
all-encompassing cost of

capital and, 371
bill and invoice options in

QuickBooks, 80
and business plan

forecasts, 422, 430
in business plan forecasts,

422
as current liability, 349
entering bills, 51–52,

185–189
example journal entry

recording payoff, 41

paying bills, 52, 189–193
shown on balance 

sheet, 16
sorting by due date,

vendor, etc., 190
specifying preferences for

purchase discounts
and credit memos, 130

accounts receivable (A/R)
adding amounts for

particular customer,
174

aging reports, 132
assessing finance charges,

171–173
average collection period

ratio, 357
in business plan forecasts,

420–421, 426–427
as current asset, 349
displaying register, 174
estimating and removing

bad debt expense
(uncollectibles), 49–51

recording customer
payments, 48–49,
169–171

recording sales, 48
reports of, 21–22
shown on balance 

sheet, 16
tutorial for managing in

Decision Tools
submenu, 279

writing off uncollectibles
(bad debts), 50–51

accrual-based accounting
described, 25, 297
need for accounts

payable, 185
option in QuickBooks, 80
question of bad debt

expense, 49
accrued expenses, in

business plan
forecasts, 422–423,
430–431

accumulated depreciation
(“acc.dep.”) account,
59, 422, 429

accuracy considerations.
See also security
considerations

accounts payable for
accrual-basis
accounting, 185

accounts payable method,
52–53

costs of precision in
Economic Value Added
analysis, 377

entering inventory
balances for inventory
items upon setup on
Item list, 206–207

error checking, 32, 35–36
of fiddle-faddle method of

bookkeeping, 32
for financial ratio analysis,

348
GIGO principle (Garbage

In — Garbage Out), 348
importance of complete

data collection and
journal entries, 288

importance to Economic
Value Added analysis,
369

need for accounting
expertise on cash flow
statement setup, 133

need for accounting
expertise for journal
entries, 199, 255

requiring passwords 
for modifying old
transactions, 120, 
489, 511

revenue
recognition/recording
for goods or services,
14, 47

of top-line budgeting, 305
of zero-based budgets,

306–307
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acid test (quick) ratio, 350
Add New Payroll Item

dialog box, 100
Adjust Quantity/Value on

Hand window, 217–220
Adjust Row Amounts dialog

box, 312–313
administering QuickBooks

changing user rights,
490–492

closing accounting records
in QuickBooks, 492

data security concerns,
483

maintaining good
accounting controls

access rights limits, 485,
486, 487–488, 489,
490–492

active involvement of
management in
QuickBooks, 497

employees trained in use
of QuickBooks, 497

need for, 495
passwords for modifying

old transactions, 120,
489, 511

physical inventory count
comparison to
inventory records,
495–496

reconciliation of bank
accounts, 496

regular checks of To-Do
lists, 498

segregation of
accounting from
physical custody,
496–497

multi-user access to
network, 494–495

record locking, 495
setting up additional

users, 485–490
using audit trails, 493-494

using QB for data security,
484

using Windows for data
security, 483–484

Adobe Acrobat Reader Web
site, 544

ADP payroll service, 266
aging reports, 132
.aif file extension

(accountant’s copy of
QuickBooks data files),
281

airlines and profit-volume-
cost analysis, 397

all-encompassing cost of
capital, 371

allocation of overhead
expenses, 317–320

allowance for uncollectible
A/R (bad debt
expense), 50–51

angel investors, 462
applications, integrated,

preferences options,
126

Archive & Condense Data
dialog box, 507–510

archiving data files, 505–511
need for, 505–506

Assembly item type,
224–226

Assess Finance Charges
window, 173

asset accounts
choosing when writing

checks, 230
contra-asset, 50

assets
activity ratios and, 355
balances setup in

QuickBooks, 84–85
as capital structure, 351
current, and business

plan forecasts, 421, 428
current, and current ratio,

349

defined, 10
fixed. See fixed assets
noncurrent, and business

plan forecasts, 422,
429–430

shown on balance sheet,
15, 16

total assets turnover ratio
and, 358–359

assumptions in accounting
practice. See principles
and assumptions in
accounting practice

attorneys, consulting on
form of business, 23

Audit Trail report, 36,
493–494

audit trails, 119, 493–494,
506

author’s e-mail address, 68
automation, 31
average collection period

ratio, 357

B
Back Up Company File

dialog box, 499–500
Back Up Company To

dialog box, 500
backups of data files

frequency
recommendation, 502

how to make, 499–501
need for, 89, 497, 499, 503,

504
offsite storage, 502
online service for, 501
to removable storage

medium, 502
restoring, 502–505
tactics for how and when,

501–502
bad debt expense

(uncollectibles), 49–51
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balance sheet
budget approaches, 310,

314
overview, 15–18, 418
representing accounting

model (assets =
liabilities + owner’s
equity), 33

as statement of financial
condition, 417

Balance Sheet Budget
Overview report, 314

Balance Sheet Budget vs.
Actual report, 314

bank account
reconciliation, 98,
250–253, 496

bank accounts
Online Payment check

writing, 229
specifying for check

writing, 121, 192, 228
specifying for deposits

from sales, 167
specifying for payroll

check writing, 267
transferring money

between, 237–239
Banking Navigator window,

253, 254
Banking➪Make Deposits,

235–237
Banking➪Online Banking

Center, 229
Banking➪Reconcile,

250–253
Banking➪Record Credit

Card Charges, 254–255
Banking➪Transfer Funds,

237–239
Banking➪Write Checks,

227–233
banks’ recordkeeping,

debits, credits, and
liabilities, 37

BEA (Bureau of Economic
Analysis), 537–540

beep preferences settings,
124

Begin Reconciliation dialog
box, 250–251

benchmarking for budgets,
307–308

bill of materials, 226
bills/invoices to customers.

See accounts
receivable (A/R);
invoices; invoicing
customers

bills/invoices from vendors.
See accounts payable
(A/P)

BLS (Bureau of Labor
Statistics), 541–544

boat-building business
example of profit-
volume-cost analysis,
398

bookkeeping, 29
breakeven analysis,

409–410
breakeven point in sales

revenues, 397, 400–401
Budget vs. Actual Graph,

313
budgets

advantage of combining
budgeting tactics, 308

advantages, 305
alternatives in financial

ratios, cost of goods
sold and gross margin
percentages, 316

benchmarking, 307–308
considerations for

revenues, expenses,
and balance sheet, 308

considerations for using
or not, 315–316

creating new, 309–311
how to analyze, 314
managing with, 313–315
top-line, 305–306
working with existing,

312–313
zero-based, 306–307

Build Assemblies window,
225–226

Bureau of Economic
Analysis (BEA),
537–540

Bureau of Labor Statistics
(BLS), 541–544

business plan forecasts
balance sheet, 426–433
Cash Flow Statement

schedule, 439–443
Common Size Balance

Sheet schedule,
433–435

Common Size Income
Statement schedule,
438–439

customizing starter
workbook, 450–452

downloadable Excel
workbook for, 417,
419–452

Financial Ratios Table,
446–450

forecasting inputs, 426
income statement,

435–438
Inventory Investments

figures, 443–446
business plan writing

new venture plans
cautions, 464
management

capabilities, 463–464
product/service

feasibility, market,
profitability, 461–462

return on investment,
462–463
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overview of types and
purposes, 453

strategic plans
cost strategies, 454
focus strategies, 455
overview, 453–454
products/services

strategies, 454–455
strategy pointers,

544–547
white paper business

plans
importance of strategic

plans first, 457–458
PowerPoint outline for,

459–460
QuickBooks Business

Plan Tool wizard, 458
business vehicle mileage

tracking, 113, 162, 339,
340

C
cables for networks, 472
Calculator (Windows), 247
capital, 15, 16, 352, 379
capital budgeting

calculating investment
amount, 382–383

calculating rate of return
on capital investments,
382

calculating rate of return
with Microsoft Excel,
382, 383, 387–390

cash flows and risk
considerations, 392

considerations of return,
maturity, and risk,
380–381

described, 379–381
discount rate consid-

erations, 392–393

estimating net cash flows
from investment,
383–387

experimenting with
assumptions, 392

internal rate of return
(IRR), 388, 390–391

measuring liquidity with
payback period,
391–392

risk management and
assessment
considerations,
392–393

using QuickBooks data
for, 393

capital charge (in Economic
Value Added analysis),
366, 367, 368, 369, 376

capital investments. See
also capital budgeting

liquidity of, 380
rate of return or return on

investment (ROI), 380,
382–392

risk considerations,
392–393

capital structure, 351
cash

as current asset, 349
and equivalents, in

business plan
forecasts, 420, 426

examples of journal
entries, 39–40

liquidity ratios and, 349
cash back amounts, 237
cash flow statement

analyzing with tutorial
from Decision Tools
submenu, 279

in business plan forecasts,
439–443

need for expert advice,
133

overview, 18–21, 418

cash flows, 383–387, 390,
392

cash-basis accounting, 
19, 297

Census Bureau, 545–548
change of accounting

method, 75
Change Item Prices

window, 220–221
Chart of Accounts List, 76,

94–98, 258
charts/graphs. See also

reports
Budget vs. Actual Graph,

313
Check Spelling on Form

dialog box, 157–158
check writing

from Activities menu, 98
with Online Payment, 229
partial pages of check

forms, 234
to pay bills, 192
preferences options,

120–121, 128
recording and printing

checks, 193, 227–233
reminder preferences

settings, 130–131
singly or in batches,

232–233
checklists, monthly and

annual, 498
checks

customizing check form,
233–234

editing, deleting,
memorizing, voiding,
etc., 245–250

ordering, 253
saving, 232

Choose Billable Time and
Costs dialog box,
162–163
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Class List, 101–102
Class List window, 101–102,

328
Class Tracking, 326, 327
classes

identifying when
preparing invoices or
sales receipts, 155, 165

as means of job-costing,
338

option in QuickBooks, 79
setting preferences, 119
setting up, 328–329
setting up master list,

101–102
when account won’t

balance, 256
closed transactions, 506
closing accounting records

in QuickBooks, 492
Closing Date Exception

report, 277
closing out revenue and

expense accounts,
66–68, 119–120

color schemes
for check register, 247
for desktop, 123

columns on reports,
295–296, 298

commissions, as variable
cost, 402

common size financial
ratios, 418

company information,
77–78, 275

Company Navigator
window, 122–123

Company Preferences tab,
Preferences menu,
117–118

Company➪Enter Vehicle
Mileage, 113, 162, 339,
340

Company➪Make Journal
Entry, 273–274

Company➪Planning &
Budgeting➪Decision
Tools, 278–279

Company➪Planning &
Budgeting➪Set Up
Budgets, 309–311, 312

Company➪Planning &
Budgeting➪Use
Business Plan Tool, 458

Company➪Set Up Users,
490–491

comparative data
for financial ratio analysis,

348
income statements, 15
period-to-period reports,

278
used in benchmarking,

307–308
continuity assumption,

25–26
contra-asset accounts, 50,

54, 56, 59
contract date on purchase

orders, 179
contracts, in lieu of

purchase orders, 181
contributed capital, 18
contribution margin (gross

margin), 409
conversion date (start

date) setup in
QuickBooks, 80–81

corporations, 18, 23
cost of capital, 369, 371
cost centers, 425
cost drivers, 321, 324–325,

326
cost, fair market value

versus original
historical cost, 25

cost of goods sold (COGS)
as alternative to budgets,

316
Cost of Goods Sold

account, 105
described, 14, 316
example of journal 

entry, 40
example of year-end

zeroing out, 66, 67
in profit-volume-cost

analysis, 403
specifying account for, 205

cost principle, 25
cost of sales. See also cost

of goods sold (COGS)
in business plan forecasts,

424–425, 435
costing of products or

services. See ABC
(activity-based costing)

CPAs (Certified Public
Accountants). See also
accountants

advice on adding cost of
labor and factory
overhead to inventory
value of manufactured
items, 223–224

advice on lower-of-cost or
market inventory
evaluation method,
219–220

aid and advice from, 92
audit trails for, 119
help with payroll setup

questions, 267
maintaining list of fixed

assets for depreciation,
110

need for accounting
expertise for journal
entries, 199, 255

possible need for archived
data files, 505, 506
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Create Credit
Memos/Refunds
window, 168–169

Create Estimates window,
341

Create Invoices window,
154–159, 200, 203, 
329, 336

Create Item Receipts
window, 181–184

Create New Budget dialog
box, 309–311

Create New Budget window,
309–311

Create Progress Invoice
Based on Estimate
dialog box, 342–343

Create Purchase Orders
window, 178–180, 203

credit, extending, and
average collection
period ratio
considerations, 357

credit cards, 98, 174, 213,
254–255

credit checks with
QuickBooks credit
checking services, 175

credit limits
to customers, 105
from vendors, 108

credit memos
applying to bills payable,

191
applying to open invoices,

170
to customers, 167–169
recording in accounts

payable, 189
writing off uncollectible

receivables (bad debt
expense), 51

creditors’ need for
accounting
information, 10–11

credits, 35
.CSV (comma separated

values) files, 292
currency, unit-of-measure

assumption, 26
current assets

and business plan
forecasts, 421, 428

and current ratio, 349, 446
current liabilities

in business plan forecasts,
423, 431

and current ratio,
349–350, 446

cursor movement
preferences settings,
124

custom fields for items,
215–217

Customer:Job List window,
103, 175, 333, 334

customer accounts. See
also customers

adding billable expenses,
230

caution on setting up
opening balances in
QuickBooks, 85–86, 104

credit limits, 105
customer job information,

106
establishing “customer

type,” 105
multiple jobs option, 86

Customer Center window,
174

Customer Detail Center, 174
customer jobs/projects. See

jobs and projects
customer letters and

envelopes, 174
customer messages, on

invoices, sales receipts
or credit memos, 111,
112, 136, 150, 157, 166

Customer Navigator, 174
customer payments. See

accounts receivable
(A/R)

customers. See also
customer accounts

adding when preparing
invoice, 155

Customer List, 103–106
identifying when 

ordering items 
from vendors for
resale, 180

restricting name changes
when entering new
transactions, 125

Customers➪Assess Finance
Charges, 173

Customers➪Change Item
Prices, 220–221

Customers➪Create Credit
Memos/Refunds,
168–169

Customers➪Create
Estimates, 341–342

Customers➪Create
Invoices, 143–151,
154–159

Customers➪Enter Sales
Receipts, 165–167

Customers➪Receive
Payments, 169–171

Customers➪Time
Tracking➪Time/
Enter Single Activity,
161–162

Customers➪Time
Tracking➪Use Weekly
Timesheet, 160

Customize Invoice 
dialog box, 145–146,
147–151

Customize Template dialog
box, 144–146, 147
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D
data file archiving. See

archiving data files
data file backups. See

backups of data files
data files

.aif file extension
(accountant’s copy 
of QuickBooks data
files), 281

described, 74, 89, 499
.qba file extension

(accountant’s copy 
of QuickBooks data
files), 281

.qbx file extension
(accountant’s copy 
of QuickBooks data
files), 281

data security concerns, 
483

date format preferences
settings, 125

days of inventory ratio,
356–357

debits, 35
debt equity ratio, 351–352
debt, loans payable

all-encompassing cost of
capital and, 371

complicating Economic
Value Added analysis,
370–374

as current liabilities, 349
example journal entry

recording payoff, 41
fixed-charges coverage

ratio and, 353–354
recording borrowing of

money, 61–62
recording loan 

payments, 62
shown on balance 

sheet, 16

times interest earned ratio
and, 352–353

debt ratio, 351
decimal point placement

preferences settings,
124

Decision Tools for Planning
& Budgeting, 278–279

decrease in inventory, 21
defaults

reverting to, for reports
formatting, 298

setting. See preferences
settings

deflation, unit-of-measure
assumption, 26

delivery charges, as other
charge item, 209–210

Dell Computer, 355, 357, 515
deposits

cash back amounts, 237
identifying on payment

items, 213
identifying on sales

receipts, 167
making, 234–237
making from Activities

menu, 98
reminder preference

settings, 130
saving transactions, 237
specifying default account

for, 121
depreciation

as adjustment of cost
principle, 25

described, 58
fixed assets, 58–59
journal entries required

for, 45
setup in QuickBooks, 87
tracking by your CPA, 

110
tutorial in Decision Tools

submenu, 279

desktop views preferences
settings, 122–124

direct deposit of wages to
employees’ bank
accounts, 262, 265

directories. See folders
Discount and Credits dialog

box, 170–171, 191
Discount and Credits

window, 191–192
discount items, 211–213
discounting prices, 221–223
discounts

applying to customer
payments, 170–171

applying when preparing
invoices, 156

dividends paid, journal
entry in QuickBooks,
67–68

document retention
considerations,
303–304

dot-com ventures, 465
double-entry bookkeeping,

33, 34, 35–38

E
e-mail address of author, 68
e-mailing, invoices or sales

receipts, 164, 167
EasyStep Interview

adding income accounts,
81–82

choosing preferences,
79–80

fixing errors, 90–92
identifying income items,

83–84
Income Details section, 82
preparation and preview,

75–76
reaccessing later, 81
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