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DATES

Remember that the year used for the screen shots is 2017. Continue to use the same year that you
used in Chapters 2-7. In Chapter 8, the month used will be February. If QuickBooks Online inserts
the current date into a transaction, be aware of this. Be sure to use the date indicated in the text.

IMPORTANT NOTE

As previously stated, QuickBooks Online is constantly evolving with the addition of new features,
apps, and procedures that change frequently. Everything in the text is correct at the time of this
writing; however, by the time of publication some changes to the program may occur. As stated
previously, QuickBooks Online has Labs, which will not be included in the text unless they are
adopted before publication. Whenever possible, program changes are incorporated into the text
but some changes will not be able to be included until the next edition.

ﬁ STUDENTS: To see UPDATE documents showing information about new features and

program changes, go to www.Pearsonhighered.com/horne and click on the Student
Download Page at the beginning of each chapter.

ADJUSTMENTS FOR ACCRUAL-BASIS ACCOUNTING

As previously stated, the accrual-basis of accounting matches the income and the expenses of a
period in order to arrive at an accurate figure for net income or net loss. Thus, the revenue is
earned at the time the service is performed or the sale is made no matter when the actual cash is
received. Also, an expense is recorded at the time the bill is received or the purchase is made
regardless of the actual payment date. Conversely, the cash-basis of accounting records income
or revenue at the time cash is received no matter when the sale was made or the service
performed and an expense is not recorded until it is paid. In QuickBooks Online, the Accounting
Method selected by default in Account and Setti ngs is Accrual. It may be changed to Cash.

When using accrual-basis accounting, there are several internal transactions that must be
recorded. These entries are called adjusting entries. Some items used in a business are purchased
and or paid for in advance. When this occurs, they are recorded as an asset and are called prepaid
expenses. As these are used, they become expenses of the business. Another example for
adjusting entries is in regard to equipment. Since it does wear out and will eventually need to be
replaced, an adjusting entry is made to allocate the amount of depreciation of the equipment as an
expense for a period.

ADJUSTING ENTRIES: PREPAID EXPENSES —DRILL

A prepaid expense is an item that is paid for in advance. Examples of prepaid expenses include:
Insurance; Office Supplies and Sales Supplies, which are purchased to have on hand and use as
needed. (This is different from supplies that are purchased for immediate use.) As noted earlier, a
prepaid expense is an asset until it is used. As the insurance or supplies are used, the amount
used becomes an expense for the period. In accrual-basis accounting, an adjusting entry is made
in the General Journal at the end of the period to allocate the amount of prepaid expenses (assets)
used to expenses.
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The Test Drive Company does not always have accounts or recorded transactions that are needed

io illustrate some of the concepts presented in the text. Prior to recording an adjusting en
supplies, accounts must be added and a purchase of supplies must be entered.

try for

MEMO
DATE: February 28, 2017

Change the name of the Expense account Supplies to Supplies Expense. Add a new

account: Supplies (Category Type Other Current Assets, Detail type: Prepaid Expenses).

Record the purchase on February 5, 2017 of $250 of Supplies to have on hand from
Mahoney Mugs. Record an Expense and pay for the purchase with the company Visa.

At the end of the month, there was $200 of Supplies on hand. Record the monthly
adjustment for the amount of supplies used.

DRILL

o Open the Test Drive Company and add new accounts, record the purchase, and
adjustment for supplies

Change the name of the Expense account Supplies to Supplies Expense
Create a new Asset account:
Category Type: Other Current Assets
Detail type: Prepaid Expenses
Name: Supplies
Click the Plus icon, click Expense in the Vendors column
Payee: Mahoney Mugs
Account: Visa
Payment date: 02/05/17
Payment method: Visa
Account details Line 1: Supplies (remember this is an Asset account)

enter the

Amount: 250
(v» Expense 50
ARIOUNT

Maheoney Mugs

Payment date Payment method

C2/05/2017 Visa =

v Account details

# ACCOUNT DESCRIPTION AMOUNT BILLABLE TAX CUSTOMER
1 ﬁug‘;piies 250.00 I

Add lines | Claar all lines |

v  Balance 50.00 $ 2 5 D M D D

> ltem details
*Memo Total

$250.00

Click Save and close
s Do you remember the keyboard shortcut Ctrl+Alt+D to save and close?

Click the Plus icon
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Click Journal Entry in the Other column

¢ As you remember from recording adjusting entries in Chapter 5, a Journal Entry
requires both a debit and a credit just as you did when you recorded a General Journal
Entry in your concepts course.

Enter the date: 02/28/17, press Tab

* The Journal Entry number 1 is shown.

Line 1: Click in the ACCOUNT text box, click the drop-down list arrow, scroll through the
accounts, and click the Expense account Supplies Expense

¢ Calculate the amount of the adjusting entry: Supplies Purchased $250 — Supplies On
hand $200 = $50 Supplies Used.

Tab to DEBITS, and enter the amount of the adjusting entry 50

Tab to DESCRIPTION, enter Adjusting Entry, February

Line 2: Tab to or click in ACCOUNT, scroll through the accounts, click Supplies

» The Credits of 50 and the Description are automatically entered by QuickBooks Online.
If they do not appear automatically, simply enter them as instructed for the Debits entry.

e This adjusting entry decreases the asset Supplies (a prepaid expense) by $50 and
increases the expense Supplies Expense.

{5
3

Jdo

Journal Entry =1

urnal date Journsl no.

17

DEBITS CREDITS DESCRIPTION NAME

Click Save and close
Close the Test Drive Company

ADJUSTING ENTRIES: PREPAID EXPENSES—DO

As you reviewed in the drill, a prepaid expense is an item that is paid for in advance. In accrual-
basis accounting, a Journal Entry is recorded at the end of the period to allocate the amount of
prepaid expenses (assets) used to expenses.

MEMO
DATE: February 28, 2017

Journal Entry 19: Record the adjusting entry for the use of $100 of Office Supplies.

Journal Entry 20: After taking inventory, you calculate that you have $1,936 of Kennel
Supplies on hand. Calculate the amount of supplies used and record the adjusting_} entry.

Do

o Open Your Name’s Beach Barkers and record adjusting entries for prepaid expenses

Click the Plus icon
Click Journal Entry in the Other column
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Enter the date: 02/28/17, press Tab

¢ The Journal Entry number 19 is shown.

Click in the ACCOUNT text box for Line 1

« This adjusting entry is to record the amount of Office Supplies used for the month.

Click the drop-down list arrow, scroll through the accounts, and click Office Supplies
Expense (a subaccount of Supplies Expense)

Tab to DEBITS, and enter the amount of the adjusting entry 100

Tab to DESCRIPTION, enter Adjusting Entry, February

Tab to or click in ACCOUNT in Line 2, scroll through the accounts, click Office Supplies (a
subaccount of the asset Office Supplies)

« The Credits and the Description are automatically entered by QuickBooks Online. If
they do not appear automatically, simply enter them as instructed for the Debits entry.

« This adjusting entry decreases the asset Office Supplies by $100 and increases the
expense Office Supplies Expense by $100.

« The screen shots for Journal entries, will not show the columns for Name, Location, or
Class because they are not used in the adjusting entries.

¢ Journal Entry #1989

DEBITS CREDITS DESCRIPTION

100.00

Click Save and close

e If the Save command you want to use does not show, click the drop-down list arrow,
and then, click the correct command; or use the keyboard shortcut of Ctrl+Alt+D to
close the screen.

Open the Chart of Accounts as previously instructed, and then click View Register for the
subaccount of Supplies: Office Supplies

o The following screen shot shows the register in reverse chronological order. If your
register shows in chronological order, click the column heading DATE to reverse.

s The Class/Location column is not shown in the following screen shot.
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€ Back to Chart of Accounts ENDING BALANCE
ASSEt Ragfster Supplies:Office Supplies - $82 1 48
v All
DATIE = REF NO. PAYEE MEMO DECREASE INCREASE Evs BALANCE
TYPE ACCOUNT

62/28/2017 19 Adjusting Entry, February $160.00 5821.48

02/24/2017

02/23/2017

Deposit Opening Balance Equity

* You will see all of the transactions for Office Supplies from the Opening Balance to
Journal Entry 19.

¢ For the Journal entries, rather than see the Account name, you see -Split-. This means
that the transaction was split between two or more accounts. In this case, Office
Supplies Expense and Office Supplies were the accounts used.

* While the account register is shown, look at the entries that have been recorded for
Office Supplies. If an entry does not match, click the transaction and correct the error.

* If you are missing an entry, return to the Chart of Accounts and run the report for Office

Supplies Expense to see if you recorded the transaction in the wrong account. If so,
click on the transaction and change the account name.

Click <Back to Chart of Accounts (just above the words Asset Register)

Scroll down to the Office Supplies Expense account, click Run report

On the Account QuickReport, click the drop-down list arrow for Report period, click
Custom, enter From: 01/01/17 To: 02/28/17, click Run Report

* View the transactions for the account and note the adjusting entry for February. As you
did for the asset Office Supplies, check your report to see if your transactions match
the ones shown below. If not, correct the transaction.

Your Name's Beach Barkers
ACCOUNT QUICKREPORT

arv 2017
February, 2017

MEMO/DESCRIPTION ACCOUNT CLR  AMOUNT BALANCE

w b ur

Total for Otfice Supplies Expense
Total for Supplias Expanse

TOTAL

Reopen the Chart of Accounts
Prior to recording the Journal Entry for Kennel Supplies, calculate the amount of the

adjusting entry
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« The transaction for Office Supplies states that the amount of supplies used is $100.
That is the amount of the adjustment to be recorded.

« The transaction for Kennel Supplies states that the amount of supplies on hand is
$1,936. That is the amount of the account balance after recording the adjustment.

With the Chart of Accounts open, look at the balance of the asset Kennel Supplies

o The account balance minus the amount of supplies on hand equals the amount of the
adjusting entry. ($2,112 - $1,936 = $176)

Record Journal Entry 20 as previously instructed

Date: 02/28/17

Journal no.: 20

Line 1: Account: Kennel Supplies Expense, Debit: 176, Description: Adjusting Entry,
February

Line 2: Account: Kennel Supplies, Credit: 176, Description: Adjusting Entry, February

¢ Journal Entry #20

lats fogrnai no.

ACCOUNT DEBITS  CREDITS
7 éx

Supplies upplies Expense 174600

By - 4

Supplies:Kennel Supplie 17600
TD‘:&II 176.00 | 176 c-l

Click Save and close (Ctrl+Alt+D)
Do not close Your Name’s Beach Barkers, complete the next section

ADJUSTING ENTRIES: DEPRECIATION—DO

Equipment and other long-term assets lose value over their lifetime. To account for the fact that
machines wear out and need to be replaced, an adjustment is made for depreciation. This
adjustment correctly matches the expenses of the period against the revenue of the period.

Because you entered the adjustments for depreciation in Chapter 5 and the Test Drive Company
requires extra transactions in order to practice, you will not complete a drill in this section.

MEMO
DATE: February 28, 2017

Record a compound Journal Entry No. 21: one month’s depreciation for Kennel Equipment,
$170: and one month’s depreciation for Furniture & Fixtures, $125.

Do

o Continue to use Your Name’'s Beach Barkers to record adjustments for depreciation

Record a compound Journal Entry for the depreciation of Kennel Equipment and Furniture
& Fixtures

If necessary, open the Chart of Accounts

Click View Register for Kennel Equipment: Depreciation account

« Typically, depreciation would be entered once a year; however, in the text, we are
entering it each month.
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» Note the amount of the Adjusting Entry for January of $170. You will enter the same
amount for February.

Click <Back to Chart of Accounts

Click View Register for the Furniture & Fixtures: Depreciation account

= Note the amount of the Adjusting Entry for January of $125. You will enter the same
amount for February.

Open a Journal Entry as previously instructed

¢ A blank screen for Journal no. 21 should open.

Date: 02/28/17

Journal Entry: 21

¢ |tis possible to enter two adjusting entries in the same Journal entry. This is called a
compound entry.

e To use the power of the program, the Credits entries to each fixed asset depreciation
account will be entered first. Then, the Debits entry for the total amount of Depreciation
Expense will be entered.

Line 1: Account: Kennel Equipment:Depreciation

Click in the CREDITS column, and enter 170

Description: Adjusting Entry, February

Line 2: Account: Furniture & Fixtures:Depreciation, Credits: 125, Description: Adjusting
Entry, February

+ QuickBooks Online will enter 125 as a Debit. Disregard this. QuickBooks will change
this when you enter the credit amount and press Tab.

e Description should be entered automatically.

Line 3: Account: Depreciation Expense, Debits: 295, Description: Adjusting Entry,
February

¢ QuickBooks Online should automatically calculate the amount of Depreciation Expense,
enter it in the Debits column, and enter the Description.

Journal Entry 21

Click Save and close
Close Your Name’s Beach Barkers

INVENTORY ADJUSTMENTS—DRILL

QuickBooks Online Plus is the only online version of QuickBooks Online that can track inventory.
Beginning inventory quantities were added for each product in Chapter 2. Then, in Chapters 6 and
7, you actively started to use inventory tracking. New inventory items and quantities were added.
When inventory was purchased, the quantities on hand increased; when merchandise was sold,
the quantities on hand decreased.
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When adding a new inventory item, it is possible to make an error when entering the starting value
of the item. This may be adjusted to change the starting quantity, cost, and/or date if you added
the item without preparing a purchase order or a bill. If the new item was added and no value,
quantity, or other information was entered until you received the items and recorded the receipt,
you may make the change directly on the forms used; i.e., purchase order, bill, or payment.

Also, there may be other instances when the quantity of the inventory on hand needs to be
adjusted. This might be due to recording an incorrect amount of inventory received or sold, finding
that inventory was damaged or misplaced, among other reasons. A Cost of Goods Sold account,
Inventory Shrinkage, is added by QuickBooks Online and is used to record the change in quantity.

MEMO
DATE: February 28, 2017

Add a new Inventory Item: Timers (Name, Sales information, and Purchase information),
Initial quantity on hand: 25; As of date: 12/31/16; Reorder Point: 25, Sales price: 50; Is
taxable, Cost 20. Use the accounts provided by QuickBooks Online.

Change the Inventory Starting Value information for Timers. Quantity: 30, As of date:
01/01/17; Cost: 25.

Discovered two cracked pumps. Adjust the number of Pumps on hand from 25 to 23.

DRILL

o Open the Test Drive Company and record the inventory adjustments

Add a New Inventory ltem

In order to practice inventory starting value adjustments, you need to add a new inventory item.

o Use the Test Drive Company and add the new inventory item, Timers

Open the Products and Services List
Click the New button, click Inventory
Enter the information provided in the Memo:
Name, Sales information, and Purchase information: Timers
Initial quantity on hand: 25
As of date: 12/31/16
Reorder point: 25
Use the accounts provided by QuickBooks Online: Inventory Asset, Sales of Product
Income, and Cost of Goods Sold
Sales price: 50
Is taxable: should have a check
Cost: 20
Click Save and close
» Note that the Reorder point is in orange.
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«. | Timers lnventory Timers 50 20 o 5 25 Edit =

Continue to the next section

Adjust Inventory Starting Value, Quantity, and Date

There are three ways to change the Inventory Starting Value information. In the drill you will do this
by preparing the Inventory Valuation Detail report, and clicking on the transaction for Inventory
Starting Value. You may now change the starting quantity, rate, and date. The other method, which
will be used in the DO section, is to open the Product and Services List, click Edit for the item, and
click Starting Value. The third way is open the Product and Services List, click the drop-down list
arrow in the item’s ACTION column, and click Starting Value. This type of adjustment is made only
for starting values. If there are changes to quantities due to damage, errors in recording, theft, or
other reasons, you adjust the inventory guantity.

o

Continue to use the Test Drive Company to adjust the starting value, quantity, and date for
Timers

Click Reports on the Navigation bar or the Alternate Navigation bar, select the report
category Manage Products and Inventory

Click the Inventory Valuation Detail report

Date: From: 12/31/16 To: Current Date, click Run Report

Scroll through the report until you get to Timers

Click the transaction line for Inventory Starting Value

DATE

TRANSACTION TYPE MNUM QTy RATE FIFO COST QTY ON HAND ASSET VALUE

2%.00

25.00 S500.00

» This will open the Inventory Starting Value #START form.

Change the Inventory Starting Value using the information in the Memo

Change Initial quantity on hand from 25 to 30

Change As of date from 12/31/16 to 01/01/17

Change Initial Cost from 20 to 25

Inventory asset account: Inventory Asset (no change)

Inventory adjustment account: Opening Balance Equity (no change)

*  When inventory is added without preparing a bill and paying for it, a starting inventory
value is created. The starting value of an inventory item is always added to the Opening
Balance Equity account. Remember, Inventory Asset is increased by the amount of the
new inventory item and Opening Balance Equity is also increased by the value of the
new item.

¢ If you add a new inventory item, record a bill, and pay for the item, an inventory starting
value transaction is not recorded and the Opening Balance Equity account is not used.
You would make changes to the bill payment and then the bill to correct.
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(< Inventory Starting Value #START 2 K

PTIT L
Timers $ F 3 O D O
-
Aitial quantity on hand As of date Rotarence .

Click Save and close
Do not close the Test Drive Company, continue to the next section

Adiust Inventory Quantities

There are three ways to access the Inventory Quantity Adjustment form to change inventory
quantities. One way is to open the Products and Services List, click Edit for the item, and click
Quantity. The second way is open the Product and Services List, click the drop-down list arrow in
the item’s ACTION column, and click Adjust Quantity. The third way is to click the Plus icon and
click Inventory Qty Adjustment in the Other column. The drill will access the Inventory Quantity
Adjustment form by using the Plus icon.

0 Continue to use the Test Drive Company to record the quantity adjustment for Pumps

Other

Click the Plus icon, click Inventory Qty Adjustment in the Other column

Use the Current Date for the drill e

Inventory adjustment account: Leave blank the first time you make an o i e
Inventory Quantity Adjustment

« The account is added by QuickBooks Online. The first time you enter an adjustment
and click the drop-down list arrow the account may not be shown in the Inventory
adjustment account list. If you try to add the account, QuickBooks Online tells you that
there is already an account with that name. To trigger the activation and inclusion of the
account, leave the Inventory adjustment account blank the first time you enter a
transaction for a quantity adjustment.

Line 1: Click in the PRODUCT text box, click the drop-down list arrow, click Pump

Tab to or click in NEW QTY, enter 23, press Tab

» Notice that CHANGE IN QTY shows -2.

(= Inventory Quantity Adjustment #2 Z X
Adjustment date Reference no.

Current Date

Invantory adjustment account |

DESCRIPTION QTY ON HAND NEVL

Lo CHAMNGE I AN
Fountains:Pump Fountain Pump 25 3

Click Save and close



525 QUICKBOOKS ONLINE PLUS: A Complete Course 2017

 This will trigger the activation of the Inventory Shrinkage account.

Open the Chart of Accounts, verify that the Cost of Goods Sold: Inventory Shrinkage
account is shown.

Open the Products and Services List and verify the Quantity

MAME = SKuU TYPE SALES DESCRIPTION SALES PRICE COST  TAXABLE QTY ON HAMD REORDER POINT ACTION

e e F
el P i Pump PALT-17 Inventary Fountain Pump 15 g - Edit -
i

Close the Test Drive Company

INVENTORY VALUATION SUMMARY REPORT—DO

Prior to making changes to inventory items, it is helpful to prepare the Inventory Valuation
Summary or Inventory Valuation Detail report. The Inventory Valuation Summary report shows the
quantity on hand, value, and average cost for each inventory item. To see the transactions for the
individual inventory items, you click the item to drill-down to the item’s detailed information.

Do

o Open and use Your Name'’s Beach Barkers and prepare the Inventory Valuation Summary
report

Open Reports, select Manage Products and Inventory for the report category
Click Inventory Valuation Summary

Enter the date for As of: 02/28/17, click Run Report

¢ Notice the quantity and asset value for the item Dog Beds.

Your Name's Beach Barkers
INVENTORY VALUATION SUMMARY
As of February 28, 2017

SKLU

ASSET VALUE Aave cost

Customize the Footer as previously instructed

Print in Portrait orientation, export, and/or send/submit as previously instructed
¢ If you save the report, name it: 1-Your Name Inventory Val Sum Ch 8.

Do not close Your Name’s Beach Barkers
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INVENTORY ADJUSTMENTS—DO

As was presented in the drill, QuickBooks Online Plus is the only online version of QuickBooks
Online that can track inventory. Beginning inventory quantities and values were added for each
product in Chapter 2; then, in Chapters 6 and 7 inventory tracking was used extensively. In those
chapters, you added additional inventory items and quantities. When merchandise was sold, the
quantities on hand decreased; and, when inventory items were purchased, the quantities on hand
increased.

When adding a new inventory item, it is possible to make an error when entering the starting value
information for the new item. Adjustments may be made to change the starting quantity, cost,
and/or date. Starting values are entered when you add an inventory item and a quantity without
entering a bill or a payment for the merchandise. As an example, in Chapter 6, Dog Beds and Dog
Snacks were added as new items with quantities on hand. This created a starting value. However,
in Chapter 7, you added a new inventory item Books with a quantity of 0. As a result, no starting
value was entered.

There may be other instances not associated with the starting values when the quantity of the
inventory on hand needs to be adjusted. This might be due to recording an incorrect amount of
inventory received or sold, finding that inventory was damaged or misplaced, among other
reasons.

MEMO
DATE: February 28, 2017

Two dog beds had bleach spilled on them. Reduce the inventory quantity for Dog Beds.
You want to sell towels that have the Beach Barkers Logo on them. Add a new inventory
item: Towels; Quantity: 25; As of: 2/20/17; Reorder Point; 25, Sales Price 20, Is taxable,
Cost 5. Use accounts provided by QBO.

Realized that an error was made when adding the new item Towels. Adjust the Inventory
Starting Value to Quantity: 30: As of: 02/28/17; Cost 6.

DO

o Open Your Name's Beach Barkers and record the inventory adjustments

Adiust Inventory Quantities

There are three ways to access the Inventory Quantity Adjustment form to change inventory
quantities. The drill used the method of clicking the Plus icon, clicking Inventory Qty Adjustment in
the Other column, and making the adjustment. This section will edit the inventory item in the
Products and Services List, click Quantity, and enter the adjustment. In the Products and Services
List, you may also click the drop-down list arrow for the item’s ACTION column, and click Adjust
quantity.

° Use Your Name’s Beach Barkers and adjust the quantity of Dog Beds
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Open the Products and Services List, click Edit for Dog Beds
Click Quantity on the Product/Service information screen

Name*

Y s
Ju:;,

mn

@i
SRS

L

Quantity on hand

ﬁ-cjjustrStaning value
Reorder point 2
What's the reorder point? G

Adjustment date: 02/28/17

Inventory adjustment account: Leave blank the first time you make an Inventory Quantity
Adjustment

e Just as you learned in the Test Drive Company, the account is added by QuickBooks
Online. The first time you enter an adjustment and click the drop-down list arrow the
account may not be shown in the Inventory adjustment account list. If you try to add the
account, QuickBooks Online tells you that there is already an account with that name.
To trigger the activation and inclusion of the account, leave the Inventory adjustment
account blank the first time you enter a transaction for a quantity adjustment.

Line 1: Click in the PRODUCT text box, click the drop-down list arrow, click Dog Beds

Tab to or click in NEW QTY, enter 49, press Tab

* Notice that CHANGE IN QTY shows -2.

{  Inventory Quantity Adjustment #15

Adjustment date Referance no.

P

2/99 90y
02/28/201

inventory adjustment account

Location

# PRODUCT CLASS

1 I_Do.::: Beds

DESCRIPTION Q7Y ON HAND  NEW QTY CHANGE IN QTY

Dog Bads 54 51 -2 l

Click Save and close
* This should trigger the activation and the inclusion of the Inventory Shrinkage account.
Verify the Quantity in the Products and Services List

NAME & SKU  TYPE

SALES DESCRIPTION  INCOME ACCOUNT SALESPRICE  COST TAXABLE QTY ON HAND REQRDERPOINT  ACTION

Doy Beds Inventory Dog Beds Sales of Product income &5 23 v 49 5 Edit »

Open the Chart of Accounts, scroll down to Inventory Shrinkage in the Cost of Goods
Sold section of accounts, and then click Run Report to verify the adjustment
Dates From: 020117 To: 022817
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Your Name's Beach Barkers
ACCOUNT QUICKREPORT

e

red /

AT TRANSACIONTYPE | NUM__ NAME _ e ePTONAGGOUNT | GIR ____AMOUNT _ " BALANCE

ory Shrinkage 40,0

Total for Inventary Shrinkage £40.00

TOTAL 340,00

« The dog beds cost $20 each. As a result, the cost for the decrease in the qua
added to the Inventory Shrinkage account.
Do not close Your Name’s Beach Barkers

Add a New Inventory ltem

Add a new inventory item to use in adjusting the Inventory Starting Values

o Use Your Name’s Beach Barkers and add the new inventory item, Towels

Open the Products and Services List

Click the New button, click Inventory ltem

Enter the information provided in the Memo:
Name, Sales information, and Purchase information: Towels
Initial quantity on hand: 25

As of date: 02/20/17

Use the accounts provided by QuickBooks Online
Sales price: 20

Reorder point: 25

Is taxable: should have a check

Cost: &

Click Save and close

ntity was

m—d
g
fu
R

inventory Towels Sales of Product income 20 5 W Edit

Do not close the Products and Services List or Your Name’s Beach Barkers, continue to

the next section
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Adjust Inventory Starting Value, Quantity, and Date

As with quantity adjustments, there are three ways to change the Inventory Starting Value. In the
drill you prepared the Inventory Valuation Detail report, clicked on the transaction for Inventory
Starting Value, and changed the starting quantity, rate, and date. In this section, you will use
another method. You will access the item in the Product and Services List, click the drop-down list
arrow in the item’s ACTION column, and click Starting Value. The third way is to open the Product
and Services List, click Edit for the item, and click Starting Value. Remember, this type of
adjustment is made only for starting values. If there are changes to quantities due to damage,
errors in recording, theft, or other reasons, you adjust the inventory quantity.

° Use Your Name's Beach Barkers and adjust the Starting Value for Towels

With the Products and Services List showing on the screen, click
the drop-down list arrow in the ACTION column for Towels

In the Adjust section, click Adjust Starting value

On the Hold on! message, click Got it!

» This will open the Inventory Starting Value #START form.

Change the Inventory Starting Value using the information in the Memo

Change Initial quantity on hand from 25 to 30

Change As of date from 02/20/17 to 02/28/17

Change Initial Cost from 5 to 6

Inventory asset account: Inventory Asset (no change)

Inventory adjustment account: Opening Balance Equity (no change)

¢ When inventory is added without preparing a bill and paying for it, a starting inventory
value is created. The starting value of an inventory item is always added to the Opening
Balance Equity. Remember, both Inventory Asset and Opening Balance Equity are
increased by the amount of the new inventory item.

» If you add a new inventory item, record a bill, and pay for the item, an inventory starting
value transaction is not recorded and the Opening Balance Equity account is not used.

A

£ Inventory Starting Value #START ff? >
$180.00
Initial quantity on hend As of date Ciass Refsrance no.
I o I L‘ 7 - START
What's t}

Click Save and close
Do not close Your Name’s Beach Barkers
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INVENTORY VALUATION DETAIL REPORT—DO

Whenever you make changes to inventory quantities, starting values, or other changes, it is
important to prepare either an Inventory Valuation Summary or Inventory Valuation Detail report to
see the changes made. The Inventory Valuation Detail report lists the transactions for each
inventory item within the report dates. The information provided in the report includes the
transactions made for adjustments and shows how the transactions affected quantity on hand,
value, and cost.

DO
Continue to use Your Name’s Beach Barkers to prepare the Inventory Valuation Detail
report
Open Reports, select the Manage Products and Inventory report category
Click Inventory Valuation Detail
Enter the Dates From: 02/01/17 To: 02/28/17, click Run Report
« Scroll through the report and note the adjustment to Dog Beds and the Inventory
Starting Value for Towels.
» If you wanted to see the Inventory Starting Value of the original inventory items, you
would use 12/31/16 as the From Date.
Your Name's Beach Barkers
INVENTORY VALUATION DETAIL
February 2017
DATE TRANSACTION TYPE NUM OoTY RATE  FIFOCOST QTY ONHAND  ASBET VALUE
Dog Bads
Beginning Balance 5.00 100,00
02/03/2017 Invoice 1044 -1.00 20,00 =20,00 4,00 80,00
02/04/2017 Sales Recoipt 1049 -1.00 20.00 ~20.00 3.00 860,00
p2r12/2017 Invoice 1652 -1.00 Z0.C0 -20.00 2.00 40,00
Q2/12/2017 Invoice 1055 =100 2000 2050 1.00 20,00
021372017 Credit Memo 1060 1.00 206.00 20.00 200 40,00
02/13:2017 Invoice 1062 =1.00 20.00 =20.00 1.00 20,00
02/18:2017 ai 2901 25,00 2000 500,00 26.00 520,00
02/18/2017 8il 27.00 2000 540,06 53.00 1,060,00
Q2/189/2017 Vendor Cradit 1596 ~2,00 2000 =40.00 51,00 1.020.00
Q2282017 I Inventory Qty Adjust 15 =-2,G0 2000 40,00 49,00 980,00
Total for Dog Beds 44.00 $880.00 49.00 $980.00
Towels
02/28/2017 I Inventory Starting Value START 3000 600 180.00 30,00 180,00
Total for Towels 30.00 $180.00 30.00 $180.00
Partial Report

Customize the Footer as previously instructed

Print in Portrait orientation, export, and/or send/submit as previously instructed
« If you save the report, name it: 2-Your Name Inventory Val Detail Ch 8.
Do not close Your Name’s Beach Barkers
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TRANSFER OPENING BALANCE EQUITY INTO CAPITAL ACCOUNT-DO

As you may remember from your work in Chapter 5, QuickBooks Online enters all of the values for
opening balances into the Opening Balance Equity account. In Chapter 5, you transferred the
entire amount of Opening Balance Equity into Your Name, Capital. However, in Chapter 6, you
created two new inventory items with quantities—Dog Beds and Dog Snacks— and you just
added a new inventory item, Towels, with quantities. Because you added these items without
recording a bill or making a payment, the starting values for these items were added to the
Inventory Asset and Opening Balance Equity accounts. It is appropriate to transfer the amount of
Opening Balance Equity into Your Name, Capital.

Do

o Use Your Name’s Beach Barkers and transfer the Opening Balance Equity into Capital

Open the Chart of Accounts, scroll down until you see the Opening Balance Equity Account

* You should see a balance of $480.

Click View Register for Opening Balance Equity, and scroll through the register

* Note the addition of Towels on 2/28/17 and Dog Beds and Dog Snacks on 12/31/16.

Click Reports on the Navigation bar or the Alternate Navigation bar

Prepare your Customized Balance Sheet report for 02/01/17 to 02/28/17, and then click
Run Report

Scroll to the Equity section to view the Opening Balance Equity account balance of $480

Total Your Namae, Capital

Net income

L Total Equity

Click the Plus icon, click Journal Entry in the Other column

Journal date: 02/28/17

Journal no.: 22

Line 1: Click in the text box for ACCOUNT, click the drop-down list arrow, and click
Opening Balance Equity

Tab to DEBITS, enter 480

e This is the balance of the account. Remember, Opening Balance Equity has a credit
balance. To move the balance to capital, you would debit the account to decrease it.

Tab to DESCRIPTION, enter Transfer to Capital

Line 2: ACCOUNT: Your Name, Capital

¢ The CREDITS should automatically show 480 and the DESCRIPTION should
automatically be entered.

¢ Your Name, Capital is your equity account and the opening balance equity is being
transferred into it. Remember, an increase in an equity account is recorded with a
credit.
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(< Journal Entry #22

Journsal date

O2/2B/2017 22

5 ACCOUNT DEBITS CREDITS DESCRIPTION
£,

Cpening Balance Equity 480.00 Transfer to Capital

2 Your Name, Capital Transfer to Capital

Click Save and close
View the change to the Equity section of the Balance Sheet that is still on the screen

Your Mame, Investment 53,735
Total Your Name, Capital 173,947.16
5,019

Net income

Total Equity $177.311.95

o The Opening Balance Equity shows a balance of 0.00. Your Name, Capital changed
from $119,722.16 to $120,212.16, which is an increase of $480.
Do not close Your Name’s Beach Barkers

OWNER WITHDRAWALS—DO

As you practiced and entered in Chapter 5, an owner cannot receive a paycheck because he or
she owns the business. In order to provide money to the owner, a withdrawal is made. The
withdrawal decreases the amount of cash in the business and the balance of the owner’s capital
account. Since you already recorded owner withdrawals in Chapter 5, you will not do a drill before
recording your semi-monthly withdrawal.

MEMO
DATE: February 27, 2017

You were so busy that you forgot to take your semi-monthly withdrawal in the middle of the
month. Record your semi-monthly withdrawal of $500.

Continue to use Your Name’s Beach Barkers and record an owner withdrawal

v

Click the Plus icon, click Check in the Vendors column

Since the owner is not a customer, vendor, or employee, leave the Payee blank

« If you added your name to the Names list, you may use it for the Payee name. If you did
not add your name, leave the Payee name blank.

Use Checking to pay the check

Payment date: 022717

Click Print later to remove the check mark; if necessary, enter 30 for the Check no.
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Prepare Check 30 for the monthly withdrawal as previously instructed
* Remember to use Your Name, Drawing as the account.
Add an appropriate Memo
{  Check #30 ®
- v Balance $66,222.99 :
L $500.00
Wialling sddass Payment date Chack ne.
| Print later
v Account details
& CCOINT OESCRIPTION JLIMNT BILLABLE TAX CUSTOMER CLASS
1} Your Name, Capital:Your Name Drawing i
Memo Total
Ij?:ﬁ\:"-"g:“h:j.- '.‘;.t.—-m:-é.-.‘:';l—l

Click Print check

Check No. 30, click Preview and print, print the check

* If you save the check as a pdf file, name it 3-Your Name Ck 30.

Click Close on Print Preview, click Done on Did Checks Print OK?, and click Cancel on the
Print Checks screen

® You should return to the customized Balance Sheet that you prepared for 020117 to
022817. If not, prepare the report again.

View the Equity section

Your Name, Investment

Total Your Name, Capital 173,447 .16

° Atthe end of January, you transferred the withdrawals for January into Your Name,
Capital to practice closing entries. You will do the same at the end of February. For
now, the account shows the $500 withdrawal.

Do not close Your Name’s Beach Barkers

NON-CASH INVESTMENT BY OWNER—DO

As you learned in Chapter 5, an owner may make additional investments that are added to the
owner’s investment account. These investments may be cash or non-cash.
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MEMO
DATE: February 28, 2017

You decided to use your new desk, file cabinet, and chair in the office at Your Name’s Beach
Barkers rather than at home. Record an investment of $2,000 worth of Furniture & Fixtures.

Do

o Continue to use Your Name’s Beach Barkers and record a non-cash investment

Use the information provided in the Memo to prepare Journal Entry 23
Date: 022817
Transaction Accounts: Furniture & Fixtures: Original Cost and Your Name, Investment

Description: Additional Investment

¢~ Journal Entry #23

Journal date Jouvrnal no.

Q2i28/206%7 23

# ACCOUNT DEBITS CREDITS DESCRIPTION

2.000.00 Additional investment

2 0000

0 Additional investment
i LS.

Click Save and close
Return to the Balance Sheet and view the Equity section

0.00
-1,654.65
120,212.16
500.00
Total Your Name, Capital 175,447.16

e Notice that the balance of Your Name, Investment increased by $2,000. Use the
amount of investment shown on the previous page to do the math: Your Name

Investment balance after additional investment $55,735 — Your Name Investment before

additional investment $53,735 = investment amount $2,000.
Do not close Your Name’s Beach Barkers

PREPARE THE JOURNAL—DO

All the transactions recorded for adjusting entries and for Owner’s Equity for February, 2017 will
show in the Journal.
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Do

i

Continue to use Y

Go to Reports, use the category My Custom Reports, select Journal
Enter the Dates From: 02/27/17 To: 02/28/17, press Tab

our Name's Beach Barkers to prepare the Journal report

Your Name's Beach Barkers
JOURNAL
February 27-28, 2017
! DATE TRANSACTION TYPE LS NAME MEMOIDESCRIPTION ACCOUNT DEBSY CREDIT
O2£272017 Check 30 Semi-Monthiy Withdrawal Checking $500.00
Your Name, Capital:Your Name, $500.00
Drawing
$500.00 $500.00
C2/28/2017 Journal Entry 3] Adiusting Entry, Fabruary Supplies Expensa:Office Supplies $100.00
Expanse
Adjusting Entry, Fobruary Supplies: Office Supplivs $100.00
$100.00 $100.00
o2/28/2 7 Journal Entry 20 Adiusting Entry. £ abruary Supplies Expense:Kennel Supplies $178.00
Expense
Adjusting Entry. February Supplies:Kennel Supplies $176.00
$176.00 $176.00
02/28/2017 Journal Entry 21 Adjusting Entry, Fobruary Kannel Eguipment:Dapreciation 317000
Adjusting Entry, February Furnitura & Fixtures:Dapreciation $125.00
Adjusting Entry, February Depreciation Expense $295.00
Q22872017 inventory Oty Adjust i5 Invantory Shrinkage
Inventory Asset §40.00
Invantory Shrinkage $40.00
Inventory Asset
$40.00 $40.00
o2/28:2017 Inventory Starting Value START Towels - Operning inventory and value Opening Balanca Equity £180.00
Towels « Opening inventory and value Inventory Asset £180.00
$180.00 $180.00
o2iza207 Journal Entry 22 Transfar to Capitat Opening Balance Equity $480.00
Transfer to Capital Your Name, Capital $480.00
$480.00 $480.00
o2i28/2017 Journal Entry 23 Additional Investmaent Fumniture & Fixtures QOriginal cost $2.000.00
Additional investimant Your Name, Capital:Your Name, $2.000.00
Investment
$2,000.00 $2,000.00
TOTAL $3,771.00 $3.771.00

Close Your Name’s Beach Barkers

BUDGETS—DRILL

QuickBooks Online Plus allows you to create Profit and Loss budgets that track amounts in
income and expense accounts. Preparing a budget helps a company plan and view expectations
for income and costs for a period of time. It is a useful tool that is used to examine business
operations, enable a company to establish operational goals, and take a realistic look at
expenditures.

DRILL

o Open the Test Drive Company and prepare a budget

Click the Gear icon, then click Budgeting in the Tools column
The first time you open Budgeting you will complete an interview for Creating a budget
Read the opening screen, and then click Next
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Page 1 of 4

Creating a budget

in QuickBooks Online Plus, you can create Profit and Loss budgets, which track amounts in income and expense accounts

During this interview. you will

1. Create the budgst from scratch. or from historical amounts
3 Choose whether to subdivide your budget based on location, class, or cuslomer {(You'l fing more details on this later )
3. Choose a fiscal vear, and give your budget a unique name

Before you get started, check the following settings
« Make sure your fiscal year starts with the corect month. You can find the Fiscal Year setling in the Company section

of Preferences
« If you plan to create a budget from historical data. you tan & Profit and Loss Detall report 1o check that
transactions have been assigned fo the cotrect income anc expense accounts

Complete the screen for: Do you want to start with any amounts?

« You have three choices for obtaining and entering your initial budget figures: Actual
amounts from This Fiscal Year, Last Fiscal Year; or No amounts, which means that you
will enter all the amounts for everything you want to budget. If you have already created
previous budgets, you may also select to Copy from an existing budget.

Start with: select Actual amount from

Click the drop-down list arrow and click This Fiscal Year

 If you had a company that had been in business for more than a year, you could select
Last Fiscal Year and use your historical data.

Click Next

Do you want to start with any amounts? Fage 2 of 4

Start with: ‘® Actual amounts from
This Fizcal Year v |
Start with data from this fisc al year, Later. you can change individual amounts

No amounts. Create budget from scratch.
You will need to enter amounts for gverything you want 1o budget

Copy from an existing budget:

swdgets Delined ¥

Spart with a copy of the selected budget. Later, you Can change individual amounts

Next >

Complete the screen for: Do you want to subdivide your budget?

« Each budget tracks information by accounts and months. You may and a third
component to divide your budget into different areas for tracking. This is used to track
by customers, locations, and classes and will be used in the Do section.

Subdivide by: Don’t subdivide

Click Next

Do you want to subdivide your budget? Page 3 of 4

Every budget tracks amounts in at least two dimensions: atcounts and months.

You can add a third dimension 10 your budget by subdividing it. This lets you track separate amounts
for each customer.

Subdivide by:l @ Don‘t subdivide l
Mer just one set of amounts for each account
Customers

Enter amounts for each account for each customer.
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Complete the screen for: Which fiscal year are you budgeting?

*  On this screen, you may select the fiscal year for the budget and create a budget name
for identification.

Select fiscal year: FY2017 (Jan 2017 - Dec 201 7)

Budget name: BUDGET

* As you enter the Budget name, it is immediately added to the Displayed name.

Which fiscal year are you budgeting? Page 4 of 4

Select fiscal year: lFY:;G‘«? (Jan 2017 - Dec 201

Choose the

month. cancel this interview
change the first month of vour fiscal vear in the C

s budget

Click Finish and the Budgets screen appears

* If your budget does not appear on the screen, click anything on the Navigation bar,
then click the Gear icon, and Budgeting. The BUDGET - FY17 P & L should open.

* On this screen, you enter budget amounts for your income and expense accounts. This
may be done by month, quarter or year.

* Remember, because of the automatic date changes by the Test Drive Company, your
data will not match the amounts shown in the following instructions. When the data
does not match, select the data that will enable you to create a budget.

Click the check box Show Blank Rows to remove the empty rows from view

Use View By Month and Enter by Month
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Budgets
SeletiBl i‘-‘—** Rename Delete New Budget
BUDGET -.Jan 2017 through Drec 2017 Profit and Loss )
R S - I Show Blank Rows I . Yiew By Montn ¥
Accounts Jan Feb Mar Apt May Jun Jul Atig Sep Gt Nov Dec Total
ncome
Desi g 0 2,250
D 5 e a g
Lighting 34 o 0 o 1] 2
2423 ) g 0 0 222
s 9 1] g 3 3
F. } L a ] 5] 2
Pes 10 T a 0 4 ) 1]
Sates of Produs 4 g { 0 0
Ferces 504 ] g 0 o g 4 g 4 ) 0 0 504
Cost of Goods Sold
Expenses o

Edit - Design income

- ¢ Row Total: § 2.250
Copy ACross Clear Revert

: e bt #ar: T Apr: b May: T o dun T
Jul = .* Aug: T -L Sep: G et - “n Nov: o ' Dec: " Save&Nexi

To begin entering budget data, in the Edit-Design income area, click in the first month with
0 (Mar at the time of this writing) and enter the highest amount shown (amount for Jan
in the example), click the Copy Across button

o Initially, the amounts for Jan: 1,313 and Feb: 938 were entered along with 0 for all other
months. So you would enter 1,313 for Mar and then click Copy Across. Your budget will
be different.

o The amount entered for Mar will be entered for all of the remaining months.

Accounis Jan Feb War Apr May Jun Jut Aug Sep ozt Nov Dec Total
Income

Design incom

ome

Edit - Design income

Row Towal: § 12.381

If your Design Income has information for three months—Jan, Feb, and Mar—for example,
in the Edit section, click in the first month with a 0— April—then enter the largest
amount shown for the earlier months, click Gopy Across

« Follow this procedure whenever there are three or more months with amounts.

Click Save & Next

» Any figures in the next row are automatically entered in the Edit section.

For Edit-Discounts given, click in the first month with a 0, enter the highest amount; click
Copy Across

Click Save & Next

Repeat for all remaining rows

Enter by, Month ¥ Copy ACross Clear Revert

gan: b 1.313] reirf moelvar [ o A ta13 May:
Jut = Aug: - .‘.-3*‘- ;

3 Sep: 313! Oct 1.313 Nov.
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Scroll through the budget and make sure all rows have budgeted amounts, if you missed
any rows, enter the budgeted amounts as instructed.

After all rows have budgeted amounts, click Finished

Do not close the Test Drive Company, continue with the next section

BUDGET REPORTS—DRILL

There are two reports available to view budgets in QuickBooks Online. They are Budget Overview,
which shows a summary of budgeted amounts for a specific budget, and Budget vs. Actuals,
which compares your budgeted income and expense account to the actual amounts so you can
tell whether you are over or under budget.

DRILL

° Continue to use the Test Drive Company and prepare budget reports

Click Reports on the Navigation bar or the Alternate Navigation bar

Click the report category Business Overview to select

Click Budget Overview

* You will see the budgeted amount for each income and expense account for every
month of the fiscal year. You will also see totals for each row across and for each
column down. This provides you with the total amounts you have budgeted.

» Your figures will not match the example shown. Remember, this is practice.

Craig's Design and Landscaping Services
BUDGET OVERVIEW: BUDGET - Y17 PAL

NOVIG!7 DEC 2017 ToTAL

........

]
386200  3.869.00

Partial Report

00
s 338500 144600 3,869.00

Return to the report category Business Overview, click Budget vs. Actuals
« You will see each month of the fiscal year with columns for Actual, Budget, Over
Budget, and % of Budget.

JAN 2017 FEB 2017
ACTUAL BUDGET QVERBUDGET % OFBUDGET ACTUAL  BUDGET t i

» Note the differences between Jan and Feb that are displayed above. Your figures will
not match the example shown.
Close the Test Drive Company
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BUDGETS—DO

As you explored in the drill, QuickBooks Online Plus allows you to create Profit and Loss budgets
that track amounts in income and expense accounts. For Your Name’s Beach Barkers, you will
prepare a budget that also shows locations so you can see the profitability of the Venice and
Malibu locations. This will help you determine if having two locations is a viable option for Your
Name’s Beach Barkers.

DO
o Open Your Name’s Beach Barkers and prepare a budget

Click the Gear icon, then click Budgeting in the Tools column

Complete the interview for Creating a budget

Read the opening screen, then click Next

Complete the screen for: Do you want to start with any amounts?

e You have three choices for obtaining and entering your initial budget figures: Actual
amounts from This Fiscal Year or Last Fiscal Year; No amounts, which means you are
entering all of the amounts for everything you want to budget; or Copy from an existing
budget, which may be used if you have already created previous budgets.

Start with: select Actual amounts from

Click the drop-down list arrow and click This Fiscal Year

e If you had a company that had been in business for more than a year, you could select
Last Fiscal Year and use your historical data.

Click Next

Complete the screen for: Do you want to subdivide your budget?

¢ Each budget tracks information by accounts and months. You may add a third
component to divide your budget into different areas for tracking. This is used to track
by customers, locations, and classes and will be used in the Do section.

Under Subdivide by: click Locations

Do you want to subdivide your budget? Page 3 of 4

Subdivide by: Don’t subdivide

Enter just one set of amounts for each account

Customers
Enter amounts for each account for each customer

Click Next

Complete the screen for: Which fiscal year are you budgeting?

¢ On this screen, you may select the fiscal year for the budget and create a budget name
for identification.

Select fiscal year: FY2017 (Jan 2017 — Dec 2017)

= |f FY2017 isn’t shown, click the drop-down list arrow to select. If FY2017 isn’t shown on
the list, click the <Back button two times to get to screen 2, and select Last Fiscal Year.
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Budget name: BUDGET
* As you enter the Budget name, it is immediately added to the Displayed name.
* Notice that the subdivision Locations was added to the Displayed name.

R

age 4 of 4

Which fiscal year are you budgeting?

SR —

Select fiscal year:] FY2017 (Jan 2017 - Dec 2017} v ]

Choose the fiscal year to track for this budget

if the fiscal year doesnt start with the right month. cancel this
nterview and go to Preferences. You can change the first month
f your fiscal year in the Company section of Preferences.

Budget name:
Enter 2 name that will help you identify this budget
Displayed name:] BUDGET - FY 17 P&L Locations |
This is how the name of your new budget will be displayed

Click Finish and the Budgets screen appears for the location Malibu

* If your budget does not appear on the screen, click anything on the Navigation bar,
then click the Gear icon, and Budgeting. The BUDGET - FY17 P & L Locations should
open.

 On this screen, you enter budget amounts for your income and expense accounts for
Malibu. This may be done by month, quarter or year. Once budget information is
entered for Malibu, you will need to enter the information for Venice and for Not
specified.

* Notice that January has 0 for all income accounts. This is because Locations were not
created until February when the Malibu location was opened. Also notice that nothing is
shown for expenses. This is because we do not categorize expenses by location.

Click the check box Show Blank Rows to remove the empty rows from view

Use View By Month

Budgets

Accounts Mar Apr May Jun Jul Aug Sep Oct Nov

Income

Row Total: § -2&

Enter by nth ¥ 3 Clear Revert
Jan: 0 Feb: 0 Apn C May: O Jum g =
Jul: 0 Aug: 0 Oct: O Nov: 0 Dec: o Save & Next

To begin entering budget data, click in the month Feb for Sales Discounts
¢ In the Edit - Sales Discounts for Malibu area at the bottom of the screen, the amounts
for Jan: 0 and Feb: -28 were entered along with 0 for all other months.
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In Edit — Sales Discounts for Malibu, click in Feb, click the Copy Across button
«  The amount for February will be entered for all of the remaining months. January
remains at 0.

Accounts Jan Feb Mar Apr tay Sun Jul Aug Sep Ot Nov Dsec Total
Income
Row Total: § -308
E nth ¥ Ce Clea Reve Row Total: §
Jan: Feb 28 Apr:. -28 Ma\;:' TrE gum A -28
Ju 28 Aug: e oct | 28 Mev: 28 pec:| 28

Click Save & Next

« Any figures in the next row are automatically entered in the Edit section.

For Edit — Services:Boarding for Malibu, click in Feb, then click Copy Across

Click Save & Next

Repeat for all remaining rows

» Scroll through the budget and make sure all rows for income accounts have budgeted
amounts, if you missed any rows, enter the budgeted amounts as instructed.

« Remember, you do not enter any budget amounts for Expenses for Malibu.

BUDGET - Jan 2017 through Dec 2017 Profitand Loss with Lo

I Show Blank Rows

Accounts Jan Feb Mar Apr May Jun Jul Aug Sep act Hov Dec Total
income ! )

Ater all rows for Malibu have budgeted amounts, click the drop-down arrow for location,
click Venice

Repeat the steps as you did for Malibu

« Even though you recorded transactions for Venice during the month of January, they
are not shown. This is because you did not establish Locations until February.

« Don’t forget the account Fees Billed at the bottom of the budget in the Other Income
category.

« Remember, that you do not record any budget figures for Expenses for Venice.
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BUDGET - Jan 2017 through Dec 2017 Profit and Loss with Locations

by i e PR for this Ineation B
Showrows as accounts »  for thislotation fcn- b Show Siank Rows

i

Accounts Jan Feb Mar Apr May Jun Jul Aug Sep oct Nav Dec Tatal

Income

Grooming

T R T -

Training

Transportation 500 500 500 500
Cost of Goods Sold
Expenses
Other income

Fees Billed 0 20 Cly h 30 363 a0 &0 8G

Other Expense

Once you complete the budget amounts for Venice, click the drop-down list arrow for
location, click Not Specified

* Not Specified is used for all transactions that were not entered for specific locations.
These include the income accounts for January, and all of the expenses.

¢ Since income will appear for Venice and Malibu as of February, you will not extend the
amount of the income accounts.

View the Not Specified income amounts for January

20 Blank Rows
Accounts Jan Feb Mat Apr May Jun sul Aug Sep Ot Noy Dec Total

income

Add the amounts for Cost of Goods Sold and Expenses to the Budget

Click in the Feb column in the line for Cost of Goods Sold: Merchandise Discounts

Then, click in the Feb (-28) column for Edit — Cost of Goods Sold: Merchandise Discounts
for Not Specified, click Copy Across (January will be 0), then click Save and Next

Click in the Feb column in the line for Edit - Inventory Shrinkage for Not Specified

If you have 40 for Inventory Shrinkage in February, copy across as you have been doing
(January will be 0)

* If your budget does not show 40 for Inventory Shrinkage, click in Feb in Edit - Inventory
Shrinkage for Not Specified, enter 40 for Feb in the Edit section, and click Copy
Across.

Continue with entering information for the Expenses

Be sure to always copy across the highest amount

e If there is an amount for January and nothing for February, click in January, and use the
January amount to Copy Across.
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« |f the amount for February is more than the amount for January, click in February, and
then click Copy Across.

« If the amount for February is less than the amount for January, enter the January
amount for March, and then click Copy Across.

As an example, when you get to Cleaning Supplies, the amount for Jan is 100 and Feb is
27, enter the highest amount 100 for Mar, and then click Copy Across

Continue until each account shown has budget figures

2135 £ ok B 2%3 213 a 213 213 P

Partial Budget

Click Finished
Do not close Your Name’s Beach Barkers, continue with the next section

BUDGET REPORTS—DO

In the drill you practiced preparing the Budget Overview and Budget vs Actuals reports. In this
section, you will prepare the reports and customize them in order to get more specific information.

DO

o Continue to use Your Name’s Beach Barkers and prepare budget reports

Click Reports on the Navigation bar or the Alternate Navigation bar

Click the report category Business Overview to select

Click Budget Overview

« You will see the budgeted amount for each income and expense account for every
location for the fiscal year. You will also see totals for each row across and for each
column down. This provides you with the total amounts you have budgeted.
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Your Name's Beach Barkers
BUDGET OVERWVIEW!: BUDGET - FY17 P&L LOCATIONS
January - December 2017
- . . R .2 R I =

income
i |
Transportation Qo -5
Total Servicas 43 890.00 22.9920.00 5,735.00 572.615.00
Total Income S64,482.00 S29,337.00 55,735.00 SG H54.00

Total Cost of Goods Sold 5 -308.00

Inventory Shrinkags 44000
Total Cost of Goods Sold 50.00 SC.00 51322.00
GROSS PROFIT S64 . 482.00 S29.337.00 S 422.00

Partial Report

* Since you began recording information for your locations in February when you opened
the Malibu location, there is no sales information for Venice in January. That information
is actually included in Not Specified.

e Prior to February, you did not sell any products only service items. You will note that
nothing is shown for Sales Discounts and Sales of Product Income in the Not Specified
column. The Service Income shown in Not Specified is for January, which is prior to
establishing locations. The Malibu and Venice locations show the results of Sales of

Product Income and Service Income for February at each location.

Click the Customize button W 30 T

Click Rows/Columns to expand Show Gri

Click the drop-down list arrow in Rows/Columns for Show Grid: '

» Notice all of the different options you have for displaying
budget information.

Do not make any selections from the list

Click Header/Footer to expand, edit as previously instructed, and
click Run Report

Print in Portrait orientation, export, and/or send/submit as
previously instructed

« If you save the report, name it: 4-Your Name Budget Overview Ch 8.

Click <Back to report list, click Budget vs. Actuals

e You will see columns for Actual, Budget, Over Budget, and % of Budget for each
location and for the Total.
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MALIBY VENICE
S —— SRS o

ACTUAL BUDGET OVER BUDGET % OF BUDGET ACTUAL BUDGET OVER BUDGET % OF BUDGE

Transportation 425.00 1 { -4,2530.00

Totsl Services 3,990.00 43,890.00 -39,900,00 Q.09 % 2,090.00 22,990.00 -20,900.00 9.09%
Total Incorme $5,862.10 8564,482.00 5-58,619.90 2.09% $2,666.60 S29337.00 5-26,670.40 .09 %

v COST OF GQODS SOLD

= Cost of Goods Sold

erchandise Discounts

Merchandise Purchases 557.50 557.50 175.50 175.50
Total Cost of Goods Sold 557.50 557.50 175.50 178.50
Inventory Shrinkage
Total Cost of Goods Sold $552.50 50.00 §557.50 0.060% $175.50 $0.00 $175.50 0.00%
GROSS PROFIT $5,304.60 $64,482.00 $-59,177.40 8.23% $2491.4C¢ S529337.00 $-26,845.90 8.49 %
Partial Report

« Remember, in the column for ACTUAL, you have entered transaction data for January
and only part of February. The BUDGET column contains the total budgeted for the
entire year.

Click the Customize button, click Rows/Columns to expand, click the drop-down list
arrow for Show Grid:, click Locations vs. Qtrs, and then click Run Report

JAN - MAR, 2017

OVER BUDGET % OF BUDGET

Malibu -6,419.40 45.25 %
Venice -2,922.90 46.80 %
NOT SPECIFIED 6,652.75 29.94 %
TOTAL 3 -2,659.55 &65.37 %%

» This report tells you the actual amount and the budgeted amount for each location for
the quarter. Remember, the Venice and Malibu locations are budgets for income only.
The information shown will give you a more realistic picture of your business results
because amounts are shown for a quarter rather than an entire year.

» Note: the Actual amounts only have data for February while the Budget amounts are for
the quarter (three months). Because of the lack of Location income for January and
March, the results don’t give you the full picture.

Close Your Name’s Beach Barkers

CREDIT CARD RECONCILIATION—DRILL

All asset, liability, and equity accounts may be reconciled. As you did when you reconciled the
bank statement and the Checking account, it is especially important to reconcile all charge
accounts as well.
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In this section, you will complete the reconciliation of the Mastercard for the Test Drive Company.
During this reconciliation, you will learn how to make a correction when your entry does not match
the statement entry. After this drill, you will reconcile the Checking account for Your Name’s Beach
Barkers. Then, later in the chapter, you will reconcile the Visa account for Your Name’s Beach
Barkers in the Additional Transactions section.

MEMO:
DATE: Current Date

Reconcile the Mastercard account. The credit card statement is dated the Current Date.

DRILL

o Use the Test Drive Company and the following credit card statement to reconcile the
MasterCard account

* Since the dates in the Test Drive Company are programmed to change automatically,
the credit card statement will not use dates. Instead, the transaction types, company
names, and amounts will be shown.

* Remember, the Test Drive shows the account name as Mastercard.
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Fidelity
MasterGard
320 First Street
Venice, CA 90202
310-555-2719

Your Name’s Beach Barkers
1302 Pacific Avenue
Venice, CA 92091

Account: 123-321-4566

Current Date

Ending Balance

Beginning Balance $0.00
CC-Credit 900.00 -900.00
Expense: Tania’s Nursery 158.08 -741.92
Expense: Chin’s Gas and Ol 65.00 -676.92
Expense: Hicks Hardware 88.09 -588.83
Expense: Tania’s Nursery 54.92 -533.91
Expense: Tania’s Nursery 82.45 -451.46
Bill Payment: Cal Telephone 74.36 -377.10
Expense: Ellis Equipment Rental 112.00 -265.10
Expense: Lee Advertising 174.86 -90.24
Bill Payment: Cal Telephone 56.50 -33.74
Bill Payment: Norton Lumber and Building Materials 103.55 69.81
Expense: Chin’s Gas and Oil 52.56 122.37
CC Expense: Bob’s Burger Joint 18.97 141.34
CC Expense: Squeaky Kleen Car Wash 19.99 161.33
CC Expense: Hicks Hardware 42.40 203.73
CC Expense: Squeaky Kleen Car Wash 19.99 223.72
CC Expense: 34.00 257.72

$257.72

To access the Reconciliation, click the Gear icon or Accounting on the Alternate

Navigation bar, then click Reconcile in the Tools column

Click the drop-down list arrow for Account, click Mastercard, click the Reconcile Now

button

Enter information for the Mastercard account on the Start Reconciling screen

Statement Ending Date: Current Date

« As you have experienced, the Test Drive Company automatically changes transaction
dates. As a result, you will need to use the current date for the bank reconciliation.

Enter the Ending Balance: 257.72

s This is the balance of the credit card statement.

Start Reconciling

PR e
ALCOUNT  IMastercard ¥

Enter the following from your statement

b Srrdie o

byt S nelir 9
slatement Hng gl

& m

Current Date

Click OK
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Click each item listed on the Reconcile — Mastercard screen EXCEPT the expense
transaction for Lee Advertising

* At this point, the Difference in the gray area is $174.86.

* The amount shown for Lee Advertising in QuickBooks Online is 74.86 and on the credit
card statement it is 174.86.

Point to the transaction for Lee Advertising on the QuickBooks Reconcile — Mastercard
screen

When the line turns blue, click the 74.86 transaction (not the check box)

* You are returned to the Expense form where the expense was originally entered.

Click in the AMOUNT text box and change the amount to 174.86, press Tab

Click Save and close

*  When you click Save and close on the Expense form after making corrections, you
need to return to the Reconcile ~ Mastercard window. If not it does not show
automatically, click the Gear icon, click Reconcile, then click the Resume Reconciling
button.

* The amount for Lee Advertising now shows 174.86.

Click in the check box for Lee Advertising to select it

» The Difference is now 0.00.

Reconcile - Mastercard

Forstalemantending on 03022017 o1 Higs transachions afier tne siatement's end nafe

Charges and Cash Advances . . o [PaymentsandCredits e e~ R
B Dates e Wun bame  Amem U © Dwes e o ' Aotk

2 : : @

v 590

v ]

v 497

4 4c

™ 240

o 486 I

< &0

o«

¢

<

<

+

v

<

¥ 000

If your reconciliation matches, click Finish Now
e If not, find the error and correct it.
¢ You will get a Make Payment screen with three selections: Write a check for the

payment now, Enter a bill for payment later, Leave the balance in the reconciled
account.

Click Write a check for the payment now
Click the drop-down list arrow for Choose a payee, click Fidelity
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Fidelity - Checking v Balance $1,201.00 $ 2 5 7 7 2
1 ]

Mailing address Paymant date Chack no.

Fidelity rcurrenl Date J 71

Print later

v Account details
% ACCOUNT DESCRIPTION AMOUNT  BILLABLE  TAX CUSTOMER

257,72 i

Total $267.72

Mastercara

Mamao

Click Save and close on the Check
Return to the Reconcile screen, click the drop-down list arrow for Account, click

Mastercard
Click the blue current date under the Reconciliation History & Report

« The report shows 03/02/17 as the current date.

Craig's Design and Landscaping Services

Reconciliation Report
Mastercard, Period Ending 03/02/2017

 iransactions after this date aren’t reflected on this repart)

@ m Mo m

« As you look at the report, note the Register Balance of $257.72. This represents the
ending balance for the reconciliation you just performed. After finishing the
reconciliation, QuickBooks prepared the Check to pay the Mastercard Bill. The next
time you reconcile this account, you will select the Check in the Payments and Credits
column.

Payments and Credits

3 pate ~ Type Num Name Amount
I o I Q3022017 Check 71 Eidelity 251872

Close the Test Drive Company
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BANK RECONCILIATION—READ

As you remember from Chapter 5, the checking account should be reconciled with the bank
statement every month to make sure that the balances agree. The bank statement will rarely have
an ending balance that matches the balance of the checking account. This is due to several
factors: outstanding checks (written by the business but not yet paid by the bank), deposits in
transit (deposits that were made too late to be included on the bank statement), bank service
charges, interest earned on checking accounts, collections made by the bank, and errors made in
recording checks and/or deposits by the company or by the bank.

Many companies sign up for online banking and use the bank feeds that are matched to recorded
transactions. Since Your Name’s Beach Barkers is not a real company, we cannot sign up for
online banking. As a result, Bank Feeds and Online Banking are not included in this chapter.

In order to have an accurate amount listed as the balance in the checking account, it is important
that the differences between the bank statement and the Checking account be reconciled. If
something such as a service charge or a collection made by the bank appears on the bank
statement, it needs to be recorded in the checking account.

RECONCILE CHECKING—DO

In Chapter 5, you completed several bank reconciliations. As a result, you will not complete a drill
to reconcile the Checking account. When you reconcile the Checking account, you are matching
the entries in your Checking account with the entries shown on your bank statement. The
procedures to Reconcile Checking have been divided into sections marked with green side
headings.

MEMO:
DATE: February 28, 2017

Reconciliation the Checking account. The bank statement is dated February 28, 2017.

DO
° Use Your Name’s Beach Barkers to reconcile the Checking account

Bank Statement Information

Some information appearing on the bank statement is entered into the Begin Reconciliation
window. This information includes the statement date, ending balance, bank service charges, and
interest earned.

Use the following bank statement for Your Name's Beach Barkers as you follow the written
° instructions to reconcile the checking account (Do not try to reconcile the bank statement
without following the instructions provided.)
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Beach Bank
350 Second Street
Venice, CA 90202
310-555-9889
Your Name's Beach Barkers
1302 Pacific Avenue
Venice, CA 92091
Account: 123-321-4566 February 28, 2017
Beginning Balance, 2/1/2017 $57,940.89
1/27/2017 Check 14 $300.00 57,640.89
1/27/ Check 16 125.00 57,515.89
1/30/2017 Deposit $3,000.00 60,515.89
1/30/2017 Deposit 2,000.00 62,515.89
1/30/2017 Check 17 500.00 62,015.89
1/31/17 Check 18 600.00 61,415.89
2/09/2017 Deposit 3,152.51 64,568.40
2/10/2017 NSF Check 80.00 64,488.40
2/14/2017 Deposit 6,685.80 71,174.20
2/15/2017 NSF Check 70.20 71,104.00
2/15/2017 Equipment Loan Pmt.: Principal $29.53. 37.74 71,066.26
Interest $8.21:
2/20/17 Check 19 500.00 70,566.26
2/20/17 Check 20 490.00 70,076.26
2/20/2017 Check 21 85.00 69,991.26
2/20/2017 Check 22 1,400.00 68,591.26
2/20/2017 Check 23 199.01 68,392.25
2/22/2017 Check 24 1,500.00 66,892.25
2/22/2017 Check 25 154.00 66,738.25
2/22/2017 Check 28 220.50 66,517.75
2/28/2017 Furniture & Fixtures Loan Pmt: Principal: 47.18 66,470.57
$36.92, Interest: 10.26
Service Charge 56.00 66,414.57
Interest 96.57 66,511.14
Endin]gl Balance $66,511.14

Begin Reconciliation

° As you learned previously, the first part of the reconciliation is to enter the bank statement
information.

Begin the Checking Account Reconciliation for Your Name’s Beach Barkers

Click the Gear icon or Accounting on the Alternate Navigation bar, then click Reconcile, in
the Tools column

Account: Checking

« Notice the two previous checking account reconciliations from Chapter 5.
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Reconcile

Reconciliation History & Reports

Ending Bafance

Statement Ending Date Reconciled On ~ Changes Auto Adjustiment

BT AN SE

Click the Reconcile Now button

Enter the Bank Statement information for the Checking account on the Start Reconciling
screen

Statement Ending Date: 02/28/17

QuickBooks Online inserts the Beginning Balance of $57,940.809.

Enter the Ending Balance: 66,511.14

Enter the Service Charge: 56.00, Tab to Date and enter 02/28/17, Account: Bank Charges

The normal bank service charge is $16 per month. Each NSF check incurs a $20 bank

charge. In February there were two NSF checks for an additional $40 in bank charges.

Enter the Interest Earned: 96.57, Date: 02/28/17, Account: Interest Earned

Double-check the dates for Service Charge and Interest Earned to make sure you used

02/28/2017.

L ]

Start Reconciling

2. Enter service charges and interest earned, if any

Servite Charge

Click OK

You are taken to Reconcile — Checking. Notice that the Service Charge and Interest are
shown with a check mark and the statement information entered is shown in the gray
summary area.

As you look at the statement information, you will see a Cleared Balance of 57,981.46
and a Difference of 8,529.68. If you take the Beginning Balance, subtract the service
charge and add the interest earned, that becomes the Cleared Balance

(57,940.89 - 56.00 + 96.57 = 57,981.46). Subtract the Statement Ending Balance and
the Cleared Balance to determine the Difference (66,511.14 - 57,981.46 = 8,529.68).
When you complete the Bank Reconciliation, the Difference must be 0.00.

If any of the amounts in the gray area do not match the following screen shot, click Edit
Information from Statement, and make the appropriate corrections.

&
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v £dit information from Statement

Do not close Your Name’s Beach Barkers, continue to the next section
 If you do not have time to complete the Bank Reconciliation, click the Finish Later
button to save your work up to this point. DO NOT click Finish Now!

Mark Cleared Transactions

Once bank statement information for service charges and interest has been entered, compare the
checks and deposits listed on the statement with the transactions for the checking account.
Unless all checks and deposits are included on the bank statement, each item should be marked
individually by clicking the check box for the deposit or the check.

o Continue with Your Name’s Beach Barkers Checking Account Reconciliation and mark
cleared checks and deposits

Compare the bank statement with the Reconcile - Checking window
Click the items that appear on both statements
o Make sure the amounts for your transactions match the amounts shown in the Bank
Statement. If not, click the transaction in the Reconcile — Checking window, refer to the
blue bulleted items below for suggestions on where to make the appropriate
corrections:
o Remember, corrections to a Check, Expense, Petty Cash, or Sales Receipt are
made directly on the original business form.
o In the case of a Bill Payment, the correction may need to be made on both the
original Bill and the Bill Payment.
o If there is an error on a Payment by a customer, both the original Invoice and
Receive Payments may need to be corrected.
o If the error is on a Bank Deposit, refer to the Chapter 3 section for corrections to a
bank deposit.
¢ When you click Save and close on the business form after making corrections, you
need to return to the Reconcile — Checking window. If not it does not show
automatically, click the Gear icon, click Reconcile, then click the Resume Reconciling
button.
» If you are unable to complete the reconciliation in one session, click the Finish Later
button to leave the reconciliation and return to it later.
s Under NO circumstances should you click Finish Now until the reconciliation is
complete and the Difference is 0.00.
o The automatic loan payments of $37.74 for the Equipment Loan and $47.18 for the
Furniture & Fixtures Loan have not been recorded. So they will appear in the bank
statement but not in Reconcile — Checking.
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Reconcile - Checking
For statementending on: 027282017 v Hide ransactions 3%er tha statements end date
Checks and Payments Deposits and Other Credits
: Date » Type Num  Name Amount Date ~ Tvpe Num Name Amount
g 4 ¢ 300000
L 18 o
Ui 2 v
¥ v
o 17 v NTEREST
o
L4 g
< 20
o 21
7 2
< ent 23
¥ 2
o
¥ 2
o+ S
v
Finish Later Cance!

e Notice the Difference of -84.92.
Continue to use Your Name Beach Barkers to complete the next section

Adjusting Entries—Bank Reconciliation

When you have an automatic loan payment setup with the bank, the payment amount will be
deducted from your bank account each month. As a result, you will need to enter the loan
payment.

° With Your Name's Beach Barkers Reconcile - Checking window still showing, enter the
automatic loan payment

With Reconcile — Checking on the screen, click the Plus icon, and then click Check in the
Vendors column

Record the check as previously instructed

Payee: Beach Bank

Payment Account: Checking

Payment date: 02/28/2017

Click Print later to unmark

Check no.: Leave Blank

= You may see information for a previous loan payment. If so, click Clear all lines.

Line 1: Account: Equipment Loan, Amount: 29.53

Line 2: Account: Interest Expense, Amount: 8.21

Memo: Equipment Loan Payment
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« If you were to compare this equipment loan payment to the one recorded in January,
you would see that the total payment amount is the same. However, the amount of the
payment for principal has increased and the amount of interest has decreased. As you
pay for a loan, each month you owe less for the principal so the interest paid is less.

AMOUNT
«» | Balance 365,773.54 $3 ? 7£‘l
e
Chack no.
D Print later
Location
-
v Account details
& ACCOUNT DESCRIPTION AMOUNT  BILLABLE TAX CUSTOMER CLASS
1T jlLo ntloan 29.53
2 | interest Expense £.217
Addlines || Clear all lines
Mamo Total $37.74
Eauipment Loan Payment

Click Save and new
Use the Bank Statement information and record the payment for the Furniture & Fixtures

Loan
AMOUNT
Beach B v Balance 365,735.82 $ ”7 ] 8
L ]
Chack no,
D Print late
Location
-
v Account details
& ACCOUNT DESCRIPTION AMOUNT  BILLABLE TAaX CUSTOMER CLASS
SEs
1 floans Payable:Furniture & Fixtures Loan 2692
2 [interest Expense 10.26
| Addlines || Clear alliines |
Memao Total 347.18
l Fumniture & Fixtures Loan Payment I

Click Save and close; if necessary, close the Check screen

= When you click Save and close after recording the checks, you need to return to the
Reconcile - Checking window. If not it does not show automatically, click the Gear icon
or Accounting on the Alternate Navigation bar, click Reconcile, then click the
Resume Reconciling button.

Click the Checks you just entered for the automatic loan payments to Beach Bank

« The Difference is now 0.00. If your difference is not, find and correct your errors, make
sure you marked only those checks and deposits listed in the Bank Statement.
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Beach Bank 37.74

With a Difference of 0.00, click the Finish Now button

After clicking Finish Now, you will return to the original Reconcile screen
You will see the list of all the reconciliation reports you have prepared
Do not close Your Name’s Beach Barkers continue with the next section

Reconciliation Report

° Prepare the Reconciliation report for Your Name’s Beach Barkers

In the Reconciliation History & Reports listing, click 02/28/2017
» For Reconciled On, you will see the current date. Accept the date shown.

Recenciliation History & Reports

Statement Ending Date Reconciled On ¥ Ending Balance Changes Autc Adjustment

The report is divided into three sections:
Summary —summarizes Checking account information
Details —lists the Checks, Payments, Deposits, and Other Credits cleared
Additional Information —lists Uncleared Checks, Payments, Deposits, and Credits as
of 02/28/2017
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Your Name's Beach Barkers

Reconciliation Report
Checking. Pericd Endin

g O2/Z28/2077

"] ¥ -5 {0 tracsactions after this date arent refiected on this repcrt)

Print in Portrait as previously instructed

» If you print to a pdf file, save as 5-Your Name Ck Reconcil Rpt Ch 8.

« You cannot export this report to Excel.
Do not close Your Name’s Beach Barkers

VIEW CHECKING ACCOUNT REGISTER—DO

Once the Checking account and bank statement have been reconciled, it is wise to scroll through
the Checking account register to view the effect of the reconciliation on the account. You will
notice a column with a check mark. As you scroll through the register, transactions that were

reconciled are marked with an R.

o Continue to use Your Name’s Beach Barkers and view the Checking account register

Open the Chart of Accounts and click View Register for Checking
Scroll through the Register and view the transactions

» Notice that the Service Charge, Interest, Equipment Loan Payment, and Furniture &
Fixtures Loan Payment are shown and marked with an R. As you scroll through the
register, you will see that all of the other transactions selected during the reconciliation
are also marked with an R. If there is no R shown, that means the transaction was not

reconciled.
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DATE REF NO. PAYEE MEMO CLASS PAYMENT DEPOSIT o BALANCE
TYPE ACCOUNT LOCATION

A 'ST by 2ok w
02/28/2017

02/28/2017

027282017

Semi-Monthly Withdrawal $560.00 $65,732.99

Partial Register

Close Your Name’s Beach Barkers
CLOSING ENTRIES—READ

In accounting, there are four closing entries that must be made in order to close the books for a
period. They include: Close all income accounts into the Income Summary account. Close
expense accounts into the Income Summary account. Close the Income Summary account and
transfer the net income or net loss into the owner’s capital account. Close the drawing account
into the owner’s capital account.

In QuickBooks Online, setting a closing date replaces closing income and expense accounts.
QuickBooks Online does not close the owner’s drawing account or transfer Retained Earnings into
Net Income. As a result, these two closing entries are recorded as Journal Entries. Rather than use
an Income Summary account, QuickBooks Online automatically transfers Net Income into
Retained Earnings. Retained Earnings contains the amount of all Net Income earned and is
separate from Your Name, Capital. According to GAAP, a sole proprietorship should have net
income included in the owner’s capital account not in retained earnings.

The closing entry for Drawing will be recorded in Your Name’s Beach Barkers. All of the other
closing entries will be practiced using the Test Drive Company and then entered as additional
transactions in Your Name’s Beach Barkers. Reports will be prepared to obtain closing entry data.

CLOSE DRAWING—DO

The closing entry for Drawing transfers the amount of owner withdrawals into Your Name, Capital.
In the Additional Transactions section of the chapter, you will record and close an additional
withdrawal.

Do

o Open Your Name’s Beach Barkers and close Your Name, Drawing

Open the Chart of Accounts and view the balance for Your Name, Drawing
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’ o ™ el ity ') ot B N3
Your Name, Lg?j»t:s, ;_C{\.—ii‘)’ QOwner s oQunRy
. " e : o = N
Your Name, Drawing Equity Cwner's Eguity
. H &
our Name estment Equity Owner's Equity

Click the Plus icon, click Journal Entry in the Other column

Enter the Date: 02/28/17

Journal no.: 24

» The Journal number 24 should appear automatically, if not, enter it.

Line 1: Account: Your Name, Capital, Debits: 500, Description: Close Drawing

+ Remember that a withdrawal reduces owner's equity and that a reduction to owner’s
equity is recorded as a debit.

Line 2: Account: Your Name, Drawing, Credits: 500, Description: Close Drawing

Journal date Journasl no.
D2/28/2017 24
# ACCOUNT DEBITS CREDITS DESCRIPTION
1 wour Name, Capital 500.00 Close Drawing
o | Your Name, Capital:Your Name, Drawing 500.00 Close Drawing
Tertal Q0.0 0.0

Click Save and close
View the account in the Chart of Accounts

« The balance for Your Name, Drawing is 0.00.

Ohwner's Equity

. ;
172 -
S\-}“";r\er e :‘J h“t\!“

Onwener's Equity 55,735.0

Your Neme, Capital

Your Name, Drawing

Close Your Name’s Beach Barkers

BALANCE SHEET—DRILL

As you learned in earlier chapters, the Balance Sheet proves the fundamental accounting equation:
Assets = Liabilities + Owner’s Equity. Because of the automatic date changes in the Test Drive
Company, reports will not match the text unless you use a date range from January 1, 2016 until
the current date.

o Open the Test Drive Company and prepare the Balance Sheet

Open Reports, select Accountant Reports as the report category, click Balance Sheet

Enter the Dates From: 01/01/17 To: Current Date, click Run Report

Scroll down to the Equity section of the report

« Because of the changing dates, your amount for Net Income will not be an exact match
with the following example. Do not be concerned; simply continue with the closing
entries using the amounts shown for Net Income in the Equity section in your report.
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Total Equity

As you review the Balance Sheet, you will see an amount in Retained Earnings. That
amount should be added to the Net Income to determine the amount of the closing
entry.

If Retained Earnings does not have a balance, your closing entry would be for Net
Income only.

Again, if your numbers do not match the ones shown, do not be concerned.

Do not close the Test Drive Company

TRANSFER NET INCOME—DRILL

At the end of the year, Net Income is transferred into Retained Earnings by QuickBooks Online.
Because Craig’s Design and Landscaping Services is a sole proprietorship, the amount of Net
Income should be included in the Open Balance Equity account not Retained Earnings. A Journal
Entry needs to be recorded to fransfer Net Income into Opening Balance Equity. If you had Your
Name, Capital available for use, this is the account you would use for the transfer of Net Income
rather than Opening Balance Equity.

o Continue to use the Test Drive Company to transfer Net Income

Click the Plus icon, click Journal Entry in the Other column

Enter the Date: Current Date

Journal no.: 1

Line 1: Account: Retained Earnings, Debits: 1,642.46, Description: Transfer Net Income

and Retained Earnings

Do the math: Add the Retained Earnings to Net Income = amount for Adjusting Entry:
554.59 + 1,087.87 = 1,642.46. Again, if your amounts do not match the text, either enter
the amounts in your report or just continue by reading the information.

You could also make two separate entries: transfer Retained Earnings to Opening
Balance Equity and transfer Net Income to Opening Balance Equity.

At the end of the year, QuickBooks Online automatically transfers Net Income into
Retained Earnings. In order to transfer the Net Income into Opening Balance Equity,
you will Debit Retained Earnings to transfer both the amount of Net Income and the
current amount shown in Retained Earnings. In the future, you would only need to
transfer the amount of Net Income.

Line 2: Account: Opening Balance Equity, Credits: 1,642.46, Description: Transfer Net

Income and Retained Earnings

Opening Balance Equity is used for the account because the Test Drive Company does
not save the Owner’s Equity capital accounts you created in Chapter 5. When you
transfer the Net Income for Your Name’s Beach Barkers in the Additiocnal Transactions
section of the chapter, Your Name, Capital will be the account used and the closing
entry will be for Net Income only.
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ACCOUNT DEBITS CREDITS

DESCRIPTION
Retained Earnings 1,64 a

-
Tr.

vt Income and Retained Ea

;"“.l!‘.[’iS

Qpening Balance Equity 1.64 Iransfer Met income and Retained Earnings

Total | 1.642.46 1,642.46 |

Click Save and Close, click the drop down-list arrow if necessary
¢ You should return to the Balance Sheet. If not, prepare the Balance Sheet again.
View the Equity section

aunty

Total Equity S -FhH

o Again, your amounts will not match the example above because of the automatic date
changes. However, you should still analyze the Equity section in the Balance Sheet.

o Based on the example, the previous amount of Retained Earnings, $554.59, was
transferred into Opening Balance Equity. The current amount of Net Income, $1,087.87,
shows as a negative in Retained Earnings and as a positive in Net Income.

Change the dates of the Balance Sheet to 01/01/2018 and Current day and month 2018

o |f the current year happens to be 2018, then use 2019 as the year for this report.

Run the Report

= Eguity
Opening Balance Equity -7 H£95 04

2 FEarmirmos 0N
ed Earnings .00

=

Net income

Total Equity $-7,695.04

« Amounts for Retained Earnings and Net Income are no longer shown.
Do not close the Test Drive Company

CLOSE THE BOOKS—DRILL

Rather than record closing entries for income and expense accounts, QuickBooks Online uses a
closing date to indicate the end of a period. Once a closing date is assigned, income and
expenses are effectively closed. If a transaction involving income or expenses is recorded after the
closing date, it is considered part of the new period and will not be used in the calculation of net
income (or loss) for the previous period. Conversely, income and expenses for a closed period will
not be included in the new period.

If an error is found in a transaction for a closed period, it may be changed but only after
acknowledging a warning.

o Continue to use the Test Drive Company and close the books for the period

Click the Gear icon

Click Account and Settings in the Your Company column
Click the Advanced tab
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Click the Pen icon for Accounting

Click the Close the books check box to select

Enter the Closing date Current date, press Tab

* Because transaction dates change in the Test Drive Company, you should use the
current date.

Accept the selection of Allow changes after viewing a warning

Accounting First month of fiscai year (%) Jargary v

ame as fiscsal year -

i

First month of incor

Accounting meth

Close the books ) OFf

Closing date

Current Date

chane

Adlow

Cancel

Click Save

Click the Done button in the lower-right side of the Account and Settings screen or click
the Close button at the top-right of the screen

Do not close the Test Drive Company

EDIT CLOSED PERIOD TRANSACTION—DRILL

Even though the month has been closed, transactions still appear in the account registers, the
Journal, and so on. If it is determined that an error was made in a previous period, QuickBooks
Online allows a correction to be made. In order to save an edited transaction from a previous
period, Yes must be clicked on a warning screen. Changes to transactions involving income or
expenses will necessitate changing the amount of net income that was previously transferred into
the owner’s capital account.

MEMO
DATE: Current date

Edit Invoice 1033 to Geeta Kalapatapu. The Quantity for Design:Des_ign should be 5 hours.

DRILL

° Continue to use the Test Drive Company to edit an invoice from a closed period and to
correct the amount of Net Income transferred.

Click Customers on the Navigation bar or Sales and Customers on the Alternate
Navigation bar

Scroll through the Customers List and click Geeta Kalapatapu

Click Invoice No. 1033 to Geeta Kalapatapu to open it

For Design:Design change the QTY to 5, press Tab
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¢ Invoice #1033

eta Kalapatapu

1 linkad transaction Sand Lats Ce/Bee

QTy RAT TAX

2 ./

-
Subtotal $695.00

a £ $320.00
Thank o e gre California -  B8% 25.60

Discount parcant ¥ 50.00
Statement mame Total $720.60
Balance dus $720.60

Click Save and close
Click Yes on the Closing date screen
s If you get a screen for 7he transaction is linked to others..., click Yes.

+ Sometimes the Closing date screen appears before the Transaction linked screen and

sometimes it appears after it. Just click Yes whenever it is displayed.

Closing date

ansaction’s date

fill affect your acc

The change in income must be included in the Journal Entry to transfer the Net Income and

Retained Earnings into Opening Balance Equity, edit the transaction
Prepare the Balance Sheet report for 01/01/16 to Current Date

Look at the amount in Retained Earnings -1,087.87 and the amount in Net Income 1,200.37
« Again, because of the changing dates in the Test Drive Company, your figures will not
match. However the amount of change to Net Income, $112.50, should be the same.

= bguity

Opening Bal

Ret

Net income

Total Equity

Using the figures shown in the example, calculate the amount for the revised Journal entry:
Change in income: Net Income 1,200.37 minus Retained Earnings 1,087.87 equals an

additional 112.50 in income

The additional income of $112.50 is added to the original transfer amount of $1,642.46

to equal $1,754.96
Click the Search icon, click Journal Entry 1 in the Recent Transactions list
Correct the adjusting entry
Line 1: Change Debits to 1754.96
Line 2: Change Credits to 1754.96
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Click Save and close
Click Yes on the Closing date screen
View the changes to Net Income and Retained Earnings on the Balance Sheet

~ Equity

e I R T
ng Balance Equity

red Earnings
Net Income

Totat Equity

Close the Test Drive Company
ADDITIONAL TRANSACTIONS—DO

Record the additional transactions using Your Name’s Beach Barkers. All transactions to be
recorded were either completed as drills using the Test Drive Company or as transactions for Your
Name’s Beach Barkers. When you record closing transactions for Drawing, Net Income, and
Retained Earnings, use Your Name, Capital as the account rather than Opening Balance Equity.

Do
o Continue to use Your Name’s Beach Barkers, enter the transactions in the Memo boxes,
complete a Credit Card Reconciliation, and record Closing Entries for February 28, 2017

Print as instructed within the Memos
When recording Journal Entries, provide appropriate descriptions

MEMO
DATE: February 28, 2017

Withdrew $600 for the second semi-monthly withdrawal. Print Check 31. (If saved, name it
6-Your Name Ck 31.) (If you added your name to the names list, you may enter it as the
payee name. If not, you may leave the payee name blank.)

Journal Entry 25: Record the monthly adjustment for Prepaid Insurance for your Vehicle
Insurance, $100.

Journal Entry 26: Record the adjusting entry for the amount of Sales Supplies used, $75.
Journal Entry 27: After taking inventory, you calculate that you have $925 of Cleaning
Supplies on hand. Record the adjusting entry.

Journal Entry 28: Use a compound entry to record one month’s depreciation for Office
Equipment, $100 and Vehicles, $275.

Found 5 damaged Collars. Record the Inventory Quantity Adjustment. (QuickBooks Online
automatically shows Inventory Shrinkage as the account.)

Journal Entry 29: One of your personal bonds matured. Invest the proceeds in Your Name'’s
Beach Barkers. Record your additional cash investment of $1,000.

Use the following Credit Card Statement to Reconcile the Visa account. (If the former loan
payment appears when you prepare the check to Beach Bank for the Visa payment, make
sure the Payment date is: 02/28/17: use Checking for the payment method, clear the lines;
select the Account: Visa; enter the amount of the payment: $2,639.56; enter the Memo: Visa
Payment.) Print the check. If saved, name it 7-Your Name Ck 32 Beach Bank. Print the
Reconciliation report. If saved, name it 8-Your Name Visa Reconcil Rpt Ch 8.
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The Visa credit card stateme

nt for February 28, 2017 is shown on the next page:

Beach Bank
VISA

350 Secon

d Street

Venice, CA 90202

310-555
Your Name's Beach Barkers
1302 Pacific Avenue
Venice, CA 92091

Account: 123-321-4566

-9889

February 28, 2017

Beginning Balance, 2/1/2017 $0.00
2/19/2017 Expense Super Office 216.00 216.00
£/19/2017 Expense Pet Supplies Unlimited 125.00 341.00
2/19/2017 Credit Card Credit Super Office 43.20 297.80
2/20/2017 Bill Payment All About Dogs Supplies 175.00 472.80
2/20/2017 Bill Payment Garcia’s Advertising 490.00 962.80
2/21/2017 Bill Payment Kennel Equipment, Inc. 158.76 1,121.56
2/22/2017 Bill Payment Lulu’s Laundry 75.00 1,196.56
2/23/2017 Expense Super Office 150.00 1,346.56
2/24/2017 Credit Card Credit Super Office 30.00 1,316.56
0/24/2017 Bill Payment Quality Insurance 588.00 1,904.56
02/26/2017 Bill Payment The Literary Dog 735.00 2,639.56
End@gﬁaiance, 2/28/2017 $2,639.56

When the reconciliation is complete, print and/or save the payment, Check 32, and the

Reconciliation report (Refer to the Memo for additi

onal information)

Continue recording, saving, and printing transactions in the following Memos

MEMO

Record Journal Entry 30 f

DATE: February 28, 2017

or the closing entry of $600 to close the Drawing account. (You
wrote the withdrawal check in the first additional transaction entry.)

Record Journal Entry 31 to Transfer Net Income into

Capital (Instructions provided below).

Prior to transferring the Net Income into Your Name's, Capital, prepare th

Record Journal Entry 31 as previously instructe

report for February, 2
This is the amount of

017 and verify the Net Income of $2,661.89
the Net Income to be transferred.

e Profit and Loss

d to Transfer Net Income into Capital
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MEMO
DATE: February 28, 2017

Close the period for February. Use the Closing Date; 02/28/17.

Adjust Invoice 1044 to Sandi Egkan to add 5 days of Day Camp (Class: Dog Care) that had
not been recorded on the invoice. Print the corrected invoice. If saved, name it 9-Your
Name Inv 1044 S Egkan Corrected.

Adjust Journal Entry 31 for the Transfer of Net Income into Capital to include the increased
income.

Continue to use Your Name’s Beach Barkers

PROFIT AND LOSS—DO

When the transactions and adjustments for the month are complete, it is helpful to prepare the
Profit and Loss report to see your amount of Net Income or Net Loss. Remember Income minus
Expenses equal Net Profit or Net Loss.

Do

° Continue to use Your Name’s Beach Barkers to prepare the Profit and Loss report for
February 1-28, 2017

Access Reports as previously instructed

Click My Custom Reports to see all of the reports that have been customized

Click Profit and Loss to select the report

Dates are From: 020117 To: 02281 7, run the report

* Scroll through the report. Review income and
expenses. View the change to Net Income.

Print, export, and/or send/submit the report

* If you save the report, name it 10-Your Name P&L Ch 8.

Continue to use Your Name’s Beach Barkers

$2,811.89

BALANCE SHEET—DO

After completing all of the adjustments for the month, you need to prepare a Balance Sheet to
prove that assets are equal to liabilities and owner’s equity. Because this report is for the months
of January and February, the adjustment for Net Income will appear in Retained Earnings and Net
Income. If, however, this report were prepared for the following year, neither account would have
balances.

Do

Continue to use Your Name'’s Beach Barkers to prepare the Balance Sheet for
January 1, 2017 to February 28, 2017 and January 1, 2018 to February 28, 2018

Click Balance Sheet in My Custom Reports
Dates From: 010117 To: 02281 7, Run Report
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« The balances of all accounts for the year are shown.
o View and analyze the Equity section after all the adjusting entries have been made:

After the transfer of Opening Balance Equity for the additional inventory items to Your
Name, Capital, the halance of Opening Balance Equity is 0.00.

The original amount of Retained Earnings of $22,200 and the additional $480 from
inventory adjustments and cotrections were transferred to Your Name, Capital and
no longer show as part of Retained Earnings. The amount of Net Income transferred
to Retained Earnings for the year 2017 shows as -4,466.55.

Your Name, Capital shows $121,924.05, which is the total of the capital without
including the Investment.

Your Name, Drawing was closed into Your Name, Capital so it has a balance of 0.00.

Your Name, Investment contains the balance of $56,735.00, which shows how much
you have invested in Your Name’s Beach Barkers.

Net Income and Retained Earnings were transferred to Your Name, Capital. Since you
are still in the same year as the adjusting transaction date, the amount of Net
Income shows 4,466.55 and the amount of Retained Earnings shows -4,466.55.

The $4,466.55 is the amount of Net Income for January and for February

our Name
Total Your Name, Capital

Met lncome
MNet income

Total Equity

Print, export, and/or send/submit the report

 If you save the report, name it 11-Your Name Bal Sheet 2017 Ch 8.

To see the results of transferring Net Income/Retained Earnings into Capital, change the
report dates From: 01/01/18 To: 02/28/18, Run the report

« Note that the amount shown for Retained Earnings, Drawing and Opening Balance
Equity is 0.00. The amounts shown for Your Name, Capital; Your Name, Investment;
and Total Your Name, Capital are all still the same as in the 2017 report.

Total Your Namae, Capital

Net Income

Total Eguity $478,659.05

Print, export, and/or send/submit the report
« If you save the report, name it 12-Your Name Bal Sheet 2018 Ch 8.
Continue to use Your Name'’s Beach Barkers
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BUDGET VS ACTUALS REPORT—DO

The budget was established prior to the end of February. Budget projections were made and
recorded for each income and expense account. It is helpful to compare the actual amounts for
February with the budgeted amounts. This may be done by customizing the Budget vs Actuals
report.

Do

o Continue to use Your Name’s Beach Barkers to prepare the Budget vs Actuals report for
February 1-28, 2017

Open Reports, enter Budget in the Search text box for Go 7o report

Click Budget vs Actuals on the list that appears

Click the Customize button

In the General section of the Customization screen, change the Report Period Date From:
020117 and To: 022817

Customize the Footer as previously instructed

Click Run Report

*  You will see columns for Actual, Budget, Over Budget, and % of Budget for the
locations of Malibu, Venice, and Not Specified.

MALIBU VENICE
 ACTUAL  BUDGET  OVERBUDGET %OFBUDGET  ACTUAL  BUDGET  OVERBUDGET wa: BUDGET |

102.56 % $2,666.60 52,667.00 5 .0.40 99.99 %

srvices
Total Income

Partial Report

Print in Landscape Orientation, export, and/or send/submit the report
¢ If you save the report, name it 13-Your Name Feb Budget vs Actuals Ch 8.
Continue to use Your Name’s Beach Barkers

JOURNAL—-DO

At the end of each chapter, you always print a Journal so you can view all the transactions entered
during the report dates. As with previous Journals, check each entry carefully, pay close attention
to dates, accounts, memaos, and amounts. If a transaction does not appear in the Journal, you may
have used a current date that is outside the date range of the report.

Do

o Continue to use Your Name’s Beach Barkers to prepare the Journal for February 1-28,
2017
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Click Journal in My Custom Reports

Enter the Dates From: 020117 To: 022817, press Tab

If need be, adjust the width of the Name, Memo/Description, and Account columns sO
more entries display on one line

» Do your totals for Debits and Credits match the following? ¢$51,548.81 $51,548.81 '
If not, double check your entries for correct amounts, k
dates, accounts, memos.

Print in Landscape Orientation, export, and/or send/submit the report

« If you save the report, name it 14-Your Name Journal Ch 8.

Continue to use Your Name’s Beach Barkers

TRIAL BALANCE—DO

A Trial Balance is printed to prove that debits equal credits. Post-closing reports are typically
prepared as of the last day of the fiscal year after all closing entries for the year have been
recorded. Since our closing was simply for a period, this means that income and expenses will be
shown in the Trial Balance and in the Profit and Loss reports for February. When you prepare a
Trial Balance for the first of the next fiscal year, income and expense accounts will not be shown.

Do

o Continue to use Your Name's Beach Barkers to prepare the Trial Balance for
February 1-28, 2017 and February1-28, 2018

Click Trial Balance in My Custom Reports

Enter the Dates From: 020117 To: 022817, click Run Report

« You will get the same balances if you run the report for January 1 - February 28, 2017.

« Does your Trial Balance match the following? If not, double check your entries for
correct amounts, dates, accounts, and memos. Remember, you can click on an
account shown in the Trial Balance and access the account register.
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Your Name's Beach Barkers
TRIAL BALANCE
As of February 28, 2017

DEBIT CREDIT
Checking - £3,449.08
Patty Cash 63.93
Accounts Receivable {A/R) 14,309.60
Inventary Asset 31,844.50
Prapaid Insurance 1.600.00
Supplies:Cleaning Supplies 225.00
Supplies:Kennal Supplies 1,936.00
Supplies:Office Supplles 821.48
Supplies:Sales Supplies 325.00
Undeposited Funds 0.00
Fumiture & Fixtures:Depreciation 1,750.00
Fumniture & Fixtures Original cost 17,000.00
Kennel Equipment:Depraciation 2,.370.00
Kennel Equipment:Original cost 21,150.00
Office Equipment:Depreciation 1,000.00
QOifice Equipment:QOriginal cost 11,685.84
Vehicles:Depreciation 3.750.00
Vehicles:Original cost 32,000.00
Accounts Payable (A/P) 5.214.00
Visa 0.00
State Board of Equalization Payable 0.00
Loans Payable:Equipment Loan 1.941.06
Loans Payable:Fumiture & Fixtures Loan 2,426.32
Opening Balance Equity .00
Retained Earnings 4.466.55
Your Nama, Capital 121,224.05
Your Name, Capital:Your Name, Drawing 0.00
Your Name, Capital:Your Name, Investmant 56,735.00
Sales Discounts 51.80
Sales of Product Income 2.500.50
Services:Boarding 242000
Services:Day Camp 1.560.00
Services:Grooming 1.360.00
Servicas:House Calls 375.00
Services: Training 5.025.00
Sarvices: Transponation 1.225.00
Cost of Goods Sold:Merchandise Discounts 27.50
Cost of Goods Soid:Merchandise Purchases 733.00
Inventory Shrinkage 90.00
Advertising 700.00
Bank Charges 72.00
Equipment Rental 75.00
Insurance:Vehicle Insurance 200.00
Imerest Expanse 37.22
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Laundry 81.50
Rent or Lease 4.400.00
Rapair & Maintenance:Computer Repair 20000
Repalr & Maintenance:Vehicle Repair 212.50
Supplies Expense:Cleaning Supplies Expense 252.00
Supplies Expense:Kennel Supplies Expense 310.00
Supplies Expense:Office Supplies Expense 231.47
Supplies Expense:Sales Supplies Expense 175.00
Telephone Expanse 129.55
Uitiiities Electiic 184.75
Utilities:Gas-Heating 343.50
Utilities:Water 38595
Vehicle Expanses 126.05
Feas Billed 80.00
Interest Eamed 175.50
Depreciation Expanse 1,340.00
Purchase Discounts 29.74
TOTAL $211,888.67 §211,888.87

Print in Portrait Orientation, export, and/or send/submit the report

« If you save the report, name it 15-Your Name Trial Bal Ch 8.

Change the report dates From: 02/01/18 To: 02/28/18

e You will see the same information and account totals for all of the Asset, Liability, and
Equity accounts. Nothing is shown for Income or Expense accounts because the report
dates are for the next fiscal year.

This results in a Total of $197,110.43 for both Debit and Credit columns

Do not save or print the report

Close Your Name’s Beach Barkers

SUMMARY

In this chapter the focus was on performing the accounting functions for the end of a period,
adjusting inventory, and preparing budgets. Journal Entries were prepared to record the adjusting
entries for supplies used, insurance, and depreciation. Adjustments for damaged inventory items
were recorded. Adjustments to the starting value of inventory items were recorded. A Budget for
the Fiscal Year was created and Budget Overview and Budget vs. Actual reports were prepared
and analyzed. Bank and Checking Account Reconciliations were performed and transactions for
automatic payments were recorded during the reconciliation. Credit Card Account Reconciliations
were performed and payment checks were issued. The use of Net Income, Retained Earnings,
Opening Balance Equity, and Owner’s Equity accounts for Capital, Investment, and Drawing was
explored, adjusted, transferred, and interpreted for a sole proprietorship. Owner withdrawals and
additional investments were recorded. A period was closed and a transaction was changed after
the closing. Further adjustments required because of a change after closing were made for Net
Income/Retained Earnings. Reports were customized and prepared to provide data for analysis
and examination of the results of business operations and end-of-period adjustments.



