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3. With your mouse pointer, select any of the vendors on the list to the
left. The Bills pane will display all unapplied vendor credits for the
vendor selected on the left. On the right of the Bills pane will display
any open vendor invoices for that specifically selected vendor.

4. Place a check mark next to the credit on the left and the open vendor
bill form on the right you want to apply the payment to (see Figure
17.24).

FIGURE 17.24
Assigning a Vendor Credit to an open Vendor Bill.

5. Optionally, click the Auto Apply All button to apply all of the unap-
plied payments to the invoices on the right.

6. Or, click the Apply button to assign that specific vendor credit form
with that specific vendor bill. The items selected will be grayed out,
indicating that you have assigned them.

7. Click Save to begin correcting transactions for another vendor or Save
and Close to complete the task.

Evaluate and Correct 1099 Account Mapping

Setting up your vendors for proper 1099 status is important. However, be
assured that if after reviewing this information you determine the original
setup was incorrect, any changes made here will correct prior- and future-
dated reports and forms.

When you select the link in the Accounts Payable task group for Evaluate and
Correct 1099 Mapping, the preference dialog for 1099’s is displayed.
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In the preference setting for Tax:1099, you can click the Yes button to select
the Do You File option to let QuickBooks know that you will be providing 1099
forms to your vendors at the end of the year.

The dialog shown in Figure 17.25 lists several 1099 categories such as rents,
royalties, and so on. However, QuickBooks will track the information but only
prints the 1099—Misc. Income form (or the Box 7 data).

To finish setting this option, you must assign a QuickBooks account on the
specific 1099 category and box detail line. Highlight the appropriate 1099 cat-
egory you want to assign, and from the drop-down menu in the account col-
umn, select an account. You can also assign multiple accounts from the
account drop-down menu, select Multiple accounts at the top of the list, and
place a check mark next to the appropriate accounts.

B! Accounting My Preferences Company Preferences
b o [ _conel ]
@ Do you file 1099-MISC forms? (5 Yes O o w
14 cheding
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P General 1099 Category Account Threshald |
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Box 2: Royalties Hone 10.00
g Items e lnvertary Box 3: Other Income Mone 0.00 General
= Jobs &Estimates Box 4: Federal Tax Withheld Subcontracted F... 0.00
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FIGURE 17.25
Setting the Tax:1099 preference to map to specific or multiple accounts.

See the section titled, “Reviewing and Printing Year-end Vendor Tax Forms” in
Chapter 11 for more information on how to properly set up vendors and pre-
pare 1099 documents at the end of the year.

Reviewing the Unpaid Bills Report

One of the first tasks you should do with your client is review the Unpaid Bills
Report, primarily because the client will know best if the bills that are open
are still due and payable to the vendor.

What exactly are you looking for on the aging report? You might be looking
for vendor credits that are aged and have not been applied to current open
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vendor bills. Or, as Chapter 11 documented, you might see several aged item
receipts for vendors you know the client has paid.

Use the information collected from this report to help determine the correc-
tions that should be made with the tasks listed in the Accounts Payable task
group of the CDR.

Sales Tax

New for QuickBooks 2010, this CDR feature not only identifies errors with using
the payment form, but also fixes the transaction automatically for you!

Before beginning the tasks listed in this section, you should review the client’s
settings (preferences) for sales tax. Additionally, the Sales Tax task group will
not display in the Client Data Review if the Sales Tax feature has not been
enabled. To locate that preference setting for enabling sales tax, you must log
in as the Admin or new External Accountant type user in single-user mode:

1. Click Edit, Preferences.
2. Select the preference for Sales Tax in the left pane.

3. Click the Company Preferences tab (see Figure 17.26).
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21 Integrated Applications Also See:
3 Ttems B Inwentory @]
f= Jobs & Estimates Assign Sales Tax Codes
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FIGURE 17.26
Review Sales Tax preferences before making any corrections.

Alternatively, you can access the Sales Tax preferences from the Home page
by selecting Manage Sales Tax.

After reviewing and correcting your client’s sales tax preference settings, you
are prepared to begin the following CDR tasks.
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@ Fix Incorrectly Recorded Sales Tax

The Client Data Review icon in front of this name indicates that this task is
only available from within the CDR center.

QuickBooks uses a special Pay Sales Tax dialog (as shown in Figure 17.27) to
properly record the sales tax liability payments. When payments are made
using other form types, such as a write check, bill, or make journal entries
forms, the Pay Sales Tax dialog might not accurately reflect the payments.

Pay Sales Tax g]
Pay From Account Check Date Show sales tax due through  Starting Check Mo,
Checking v | |ot1efz013 12/31/2012
Pay  Item Yendar Amt, Due Amk. Paid
East Bayshore City of East Bayshore 0.29 0.00
San Domingo State Board of Equalization 114,19 0.00
San Tomas State Board of Equalization 843,15 0.00
v
Totals 957,63 oo |
[ rawaira |[ agus | Ending Banik Balance 48,474.10
I oK l [ Cancel I I Help ]

FIGURE 17.27

Properly paid sales tax will be recorded from this dialog.

The Fix Incorrectly Recorded Sales Tax task is new for QuickBooks 2010 and
will help you identify and correct when a client paid his sales tax liability out-
side of the Pay Sales Tax dialog. Figure 17.28 shows the negative line entry in
the Pay Sales Tax dialog when a write check form was created, assigned to the
sales tax payable liability account and payable to the sales tax vendor.
Properly recorded sales tax payments will have a transaction type of TAXPMT
in the checkbook register.

To begin the correction, click the CDR Fix Incorrectly Recorded Sales Tax link
to display the new dialog with the same name, as shown in Figure 17.29.

What exactly is this tool fixing? The tool will identify and fix non sales-tax
payable type transactions used to pay sales tax liability using Void and
Replace functionality.

The tool will identify the following incorrectly recorded transactions:

Write Checks—Payable to a vendor and assigned to the default
QuickBooks created Sales Tax Payable account.

Write Checks—Payable to a vendor assigned to a sales tax item and
assigned to any type of account.

Make Journal Entries—When both a debit or credit amount is assigned
to any account type and a sales tax vendor is included on that line.



FIGURE 17.28

Accounts Payable 37

Pay Sales Tax @

Pay From Account Check Date Show sales tax due through  Starting Check Mo,
Checking v | |1zp15/2012 12}31/2012
Pay  Item Vendor Amk, Due Amt, Paid
East Bayshore City of East Bayshore 0.29 0.00
San Domingo State Board of Equalization 114.19 0.00
San Tomas State Board of Equalization 843,15 0.00
State Board of Equalization -057.34 0,00
v
Totals 0.29 o |
[ Pay &ll Tax ] [ Adijust: ] Ending Bank Balance 47 516.76
’To Ige prlntad I K ] [ Cancel ] [ Help ]

Pay Sales Tax dialog when an improperly recorded sales tax payment was made.

This tool will not identify any vendor bills or vendor bill payment checks
recording payment for the Sales Tax Liability.

If this is your first incorrectly recorded sales tax transaction fix, you might
want to change the “to” date to include today’s date. This ensures that you are
seeing all sales tax payable transactions that were improperly recorded using
the wrong form in QuickBooks

7

Rescue Me!

If your client has multiple lines recorded on his sales tax payable
checks, such as including an additional fee for late payment penalty or
other adjustment lines you might want to use the link for making a
manual Sales Tax Adjustment.

The Fix Incorrectly Recorded Sales Tax tool assumes that all lines of the
incorrect transaction belong in the Sales Tax Payable account.

Follow these steps to use this new correcting tool after launching CDR from your
QuickBooks Premier Accountant 2010 or QuickBooks Enterprise 10.0 software:

1.
2.

Click the Sales Tax task pane in the CDR center.

Click the Fix Incorrectly Recorded Sales Tax link, a CDR-dependent
task, to open the correcting dialog shown in Figure 17.29.

Accept the default CDR review dates or change as needed.

Place a check mark in each transaction to be fixed. Optionally, use the
Select All or Deselect All to streamline the process.

. Double-click any transaction to see the originally created non-sales tax

payment form if needed.

Click Void & Replace. CDR then creates a new Sales Tax Payment trans-
action and voids the original write check form or journal entry form.
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7. Click Proceed or Cancel to the Fix Sales Tax message that displays.

8. Click OK to close the message indicating that the transaction(s) have
been fixed.

9. Click Close, to return to the CDR Center.

# Fix Incorrectly Recorded Sales Tax - Review Period: Custom (01/01/2012 - 12/31/2012)

Dates from |onfntjzo1z [&] to |o1/31/2013 (&) How this warks

Payments made with reqular checks rather than Sales Tax Checks in the Sales Tax Functions:

¥ Type  Date hum Mame Mema Amount. |
7 [cHc  [onjiaznia 518 State Board of Equalization 957,34 | A
v
Seectal | [ Deslectal Total 957,34
Total Selected 957,34

Woid selected regular checks and replace them with Sales Tax Checks,

Check numbers, dates, and cleared status will be retained. Void & Replace. ..

Account: Sales Tax Payable.

R G e A s

FIGURE 17.29

New for 2010, fix incorrectly recorded sales tax payment transactions.

% Digging Deeper

With the Void and Replace functionality included in the Fix Incorrectly
Recorded Sales Tax tool, you can rest assured that if your original transac-
tion was marked as cleared in a bank reconciliation, the newly created Sales
Tax Payment transaction will also be marked as cleared. See Figure 17.30.

2 Goto.. | &Fprint.. [ Edt Transaction QuickReport %] Download Bank Statement
Date Number Payes Payment S Deposit Balance
10074 Account Memo
12/15/2012  |[SEND 500,00 47,516.47 A
TRANSFR | Savings
01/18/2013  [518 State Board of Equalization o.00f 47,516.47
CHK ales Tax Payable YOID: Replaced b
01/18/2013  [518 State Board of Equalization 957.34f 46,559.13
TARPMT _|-spiit- Replaces check #5 —
12/15/2012 8
v
splits Ending balance 46,559.13
[ t-Line
5ort o7 |ate, Type, mber/... v

FIGURE 17.30

If the original transaction was marked as cleared, CDR will also mark the new
transaction as cleared.
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Adjust Sales Tax Payable

If you used the new Fix Incorrectly Recorded Sales Tax tool, you might not

need to use this manual Adjust Sales Tax Payable link.

Prior to using the Fix Incorrectly Recorded Sales Tax tool, I recommend that

you review the Sales Tax Liability reports and your Balance Sheet balance for

Sales Tax Payable before and after making corrections to your sales tax

payable balances in QuickBooks. When comparing these reports and the Pay

Sales Tax dialog, make sure that each report is using the same Accrual- or

Cash- Basis and is prepared with the same reporting date. More information

can be found in Chapter 12, “Reviewing Sales Tax”.

Compare the following reports to each other for sales tax payable balances:
Balance Sheet—Sales Tax Payable balance. Select Reports, Company &
Financial and choose the Balance Sheet Standard report option.
Optionally, click the modify button to change the report basis and
date.

Sales Tax Liability Report—Sales Tax Payable as of <date> column
total. Select Vendors, Sales Tax and choose the Sales Tax Liability report
option.

Pay Sales Tax—Amt. Due column total. Select Vendors, Sales Tax and
choose the Pay Sales Tax menu option.

The end result of a properly made sales tax correcting entries or adjustments
is that each of these totals mentioned will agree with each other.

To use the Adjust Sales Tax Payable task, follow these steps:

1. Complete Steps 1 through 4 of the “Customizing the Client Data
Review” section of this chapter to launch the Client Data Review.

2. Click the Adjust Sales Tax Payable link in the Sales Tax task group of
the CDR.

The Sales Tax Adjustment dialog shown in Figure 17.31 displays.
Select the Adjustment Date.

Type in an Entry No.

Select your Sales Tax Vendor from the drop-down menu.

Select the Adjustment Account from the drop-down menu.

® N RW

In the Adjustment pane, select the Increase Sales Tax By or Decrease
the Sales Tax By radial button. Enter an amount for the adjustment.

9. Enter a Memo or select the default memo.

10. Click OK to save the transaction.
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Sales Tax Adjustment @

adjustment Date | 12{31/2012

Entry Mo, o0z
Sales Tax Yendor State Board of Equalization R
Adjuskment Account | Sales Tax Discount Income b

Adjustment
O Increase Sales Tax By

Amount | 15,11
(%) Reduce Sales Tax By -

Memo Timely filing discount

I 0K ] [ Cancel ] [ Help

FIGURE 17.31
Properly discounting sales tax payable.

QuickBooks will create a Make Journal Entries form with a decrease (debit) or
increase (credit) to Sales Tax Payable account with the resulting debit or credit
in the account that was selected in Step 7.

Manage Sales Tax

Click the Manage Sales Tax task to open the dialog to assist you with properly
setting up and working with Sales Tax in your QuickBooks data file. For more
information see Chapter 12, “Reviewing Sales Tax.”

Pay Sales Tax

Click the Pay Sales Tax task to open the dialog used to properly pay your sales
tax in QuickBooks. For more information see Chapter 12.

Sales Tax Preferences

Click the Sales Tax Preferences task to open the dialog to assist you with defin-
ing sales tax-specific preferences affecting your QuickBooks data file. For more
information see Chapter 12.

Inventory

For the accounting professional, this is commonly one area of QuickBooks
that is the least understood. Often when working with a client’s file with
inventory tracking, I will see a journal entry used to adjust inventory.
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Although this does make the adjustment to the inventory account balance on
the Balance Sheet report, it does not reflect the adjustment in the Inventory
Valuation Summary or Detail report.

Why is it that a journal entry shouldn’t be used to adjust inventory? Consider
that inventory value on a balance sheet is the quantity of an item multiplied
by a cost. When you create a journal entry, you can enter an amount for the

adjustment, but you cannot associate it with an actual inventory item.

The following sections detail these new inventory troubleshooting tools.

Review Inventory Setup

Chapter 10, “Reviewing Inventory” discusses several topics including a section
titled “Reviewing and Troubleshooting Inventory Balances.” I recommend that
you read Chapter 10 before making changes with this new feature.

When you click the Review Inventory Setup link in the CDR Inventory pane
the new Add/Edit Multiple List Entries dialog opens. From here you can easily
add or edit the items on the inventory list, as well as other lists.
1. From the CDR Center in the Inventory clean-up task pane, click
Review Item Setup. Optionally, select Add/Edit Multiple List Entries
from the Lists menu (see Figure 17.32).

2. From the List drop-down, select Inventory Parts.

3. From the View drop-down, select to filter for All Inventory Items,
Inactive Inventory Items, Unsaved Inventory Items, or Inventory Items
with Errors.

4. Click the Customize Columns button to select the columns of data you
want to display for this list.

5. Efficiently add new data to your inventory items list. Using common
spreadsheet-like tools, copy and paste information into your
QuickBooks inventory list from an existing Excel spreadsheet.

6. Right-click any row to duplicate or right-click any cell to copy down a
value.

7. Click Save Changes when your work is complete.

The Review Inventory Setup is not a CDR-dependent task but the link in the
CDR center makes it easy to correct your client’s inventory items.
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& Add/Edit Multiple List Entries [o(=1 3}
@ seectaist. € Customies columnstodisplay.  (E) Paste from Excel or type to add to or modfy your st. 2 See how to quickly update vour lists
List [ | view |active Inventory Ttems | Find Customize Columns
Currently Ediing:
Inactive Itern Mame Subitem of Cost Sales Price. COGS Account Income Account Ase
Cahinets 0.00 0.00 Cost of Goods Sold Construction Income:Materials Income
Cabinet Pulls Cabinets 3.00 0.00 Cost of Goods Sold Construction Income; Materials Income
Light Pine Cabinets 1,500.00 1,799.00 Cost of GoodsSold  Construction Income:Materials Income
Door Frame 12,00 0.00 Cost of Goods Sold Construction Income:Materials Income
Hardware 0.00 0,00 Cost of Goods Sold Construction Income: Materials Income
Brass hinges Hardware .00 0.00 Cost of Goods Sold Construction Income:Materials Income
Doorknobs Std Hardware 15.00 30,00 Cost of Goods Sold Construction Income; Materials Income
LkDoerkrbs  Hardware .95 38.00 Cost of GoodsSold  Construction Income:Materials Income
‘Wood Door 0.00 0.00 Cost of Goods Sold Construction Income:Materials Income
Exterior Wood Doar 590,39 120,00 Cost of Goods Sold Construction Income: Materials Income
Interior Wood Door 35.00 72.00 Cost of Goods Sold Construction Income:Materials Income
v
< 3 |
Save changes | [ cose  |[ Hep |

FIGURE 17.32

Use the new Add/Edit Multiple List Entries dialog to add to or modify the inventory parts lists.

@ Compare Balance Sheet and Inventory Valuation

This Compare Balance Sheet and Inventory Valuation CDR task is only acces-
sible while working in CDR in QuickBooks Premier Accountant 2010 or
Enterprise Accountant 10.0. This new inventory troubleshooting tool will help
you “diagnose” transaction errors involving the inventory asset account. In
Chapter 10 you were introduced to the importance of comparing your client’s
Inventory Asset on the Balance Sheet report to the asset total on the Inventory
Valuation Summary Report.

When transactions are recorded to the inventory asset account without assign-
ing an inventory item (such as a Make General Journal Entries form, or on
the expense tab of a vendor bill, assigning the inventory asset account) the
Inventory Valuation Summary report will no longer match the value of the
Inventory Asset on the Balance Sheet Report.

Another result of improperly recording inventory transactions is the potential
for a misstatement of the value of the Cost of Goods Sold, or the cost of the
inventory sold to a customer.

1. After launching CDR in the Premier Accountant 2010 or Enterprise
Accountant 10.0 software, select the Inventory pane.

2. Click the Compare Balance Sheet and Inventory Valuation CDR
task. A dialog with the same name displays as shown in Figure 17.33.

3. The CDR review period is displayed. Optionally select another date
from the As of calendar. Click Refresh.
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The CDR tool displays the Inventory Asset account balance from the
Balance Sheet for the selected As of date. Optionally click the Balance
Sheet link to review the report.

. The CDR tool displays the total asset value from the Inventory

Valuation Summary report for the selected As of date. Optionally click
the Inventory Valuation Summary link to review the report.

A warning message is displayed if there is a difference between the
asset value reported on the two reports.

# Compare Balance Sheet and Inventory Valuation 7 7 %]

Review Period: Custom (010172012 - 12{31{2012)

There is a discrepancy between the Balance Sheet's invenitory account and the Inventory Yaluation
T Summary. This may be caused by non-nvenkary transactions that aFfect invenkary accounts, of by
.

incorrect setup of items' accounts, How this works

w2 E)

Balance Sheet inventory asset account: 31,156.33

Inventory Yaluation Summary tokal: 30,121.33

Difference: 1,035.00

To find problems:  Transactions using inventory asset account but not inventory items

Review Inventory Setup

Other useful links:  Adiust Inventory Quantity/Value on Hand

1tem Lisk

Closs

Compare Balance Sheet and Inventory Valuation is useful when troubleshooting inventory
asset discrepancies due to incorrectly created transactions.

7.

10.

11.

12.

Click the Transactions Using Inventory Asset Account but Not
Inventory Items link, and the report in Figure 17.34 displays.

. The report displays transactions that affect the Inventory Asset balance

on the Balance Sheet but are not properly affecting an inventory item.

Click Review Inventory Setup to open Add/Edit Multiple List Entries.
(This was discussed in detail in the section of this chapter titled
“Review Item Setup.”)

Click the Adjust Inventory Quantity/Value on Hand to properly
adjust inventory.

Click Item List to modify an item. However, you might find the link
discussed in Step 9 more useful for adding or editing the inventory list.

Click Close when done.
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Kl Custom Transaction Detail Report

ity et ) omore, ) i ) v Expr, ]| oot |_( g )

Dates | Custom ~ |From [E] To [12/31/2012 [E] Total By | Total only | sort By | Default v

Rock Castle Construction
fansiz Transactions using Inventory Asset Account but not Inventory ltems
Accrual Basis As of December 31, 2012

Type ¢__Date ¢ llum o Memo o Account By Debit ©__ Credt s __ Balance

General Jowmal 1252012 1005 Adiinvertory  Invertory Asset 1,035.00 1,085.00
Total 1,035.00 0.00 1.035.00

FIGURE 17.34
CDR makes it easy to locate transactions that are affecting the Inventory Asset but not using
the proper form.

@ Troubleshoot Inventory

Chapter 10 provides useful content on troubleshooting issues surrounding
inventory. One of the issues discussed in that chapter is the effect on the com-
pany’s financials when inventory goes negative.

Negative inventory is caused when QuickBooks has recorded more inventory
sold than is available to sell. This process might seem acceptable for some
clients if they are waiting on back-ordered product but want to collect the pay-
ment from the customer in advance. Chapter 10 details better methods for
handling back-orders and other issues that can result in negative inventory
values and the misstated financials that can result.

Also, Chapter 10 explained that if an inventory is marked as “inactive” the
resulting inventory value will not appear on the Inventory Valuation
Summary report. If a client truly has inventory in stock, although they are not
selling it, the inventory valuation would be misstated.

Now, with QuickBooks Premier Accountant 2010 or Enterprise Accountant
2010, many of the reports and processes that had to be reviewed for diagnos-
ing inventory valuation errors can be replaced by the new Troubleshoot
Inventory CDR task. In fact, this tool is so valuable in detecting errors such as
negative inventory and finding inactive items with a quantity on hand (to
name just a few reasons), that as accounting professionals we should encour-
age our clients to upgrade to QuickBooks 2010.

1. After launching CDR in the Premier Accountant 2010 or Enterprise
Accountant 10.0 software, select the Inventory pane.

2. Click Troubleshoot Inventory. The CDR-dependant task displays with
the same name (see Figure 17.35).

3. From the Show Items drop-down menu choose Filtered By, All, or All
Active. This will help to display specific data for your review of your
client’s inventory.
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4. Place a check mark in any combination or all of the following:
Qty Bought/Built = 0
Qty Sold/Used = 0
Negative Quantity
Inactive Items with Qty on Hand
% Markup less than <enter the %>

5. The default date range is the same as the selected Review Period, or
you can optionally change the dates.

6. Click Refresh if you're changing the filters or dates to show current
data.

7. Optionally click Columns to Display to modify the content that is dis-
played.

8. Inventory items are displayed that match your selected filter criteria.
The column End Qty displays the number of units in stock as of the To
date selected. Next to the End Qty column a green circle symbol dis-
plays if there is no negative inventory. A yellow caution symbol dis-
plays for inventory items that have a negative inventory quantity.

9. Select the radial button for Alert to show if there is negative inventory
As of the “to” Date or Any Time in Date Range.

10. Optionally place a check mark in the box in front of the inventory

item to mark the inventory as inactive.

11. Optionally click the Adjust Inventory Quantity/Value on Hand to
adjust the ending inventory balances to the client’s physical inventory
counted totals. More information is provided in the next section.

Troubleshoot Inventory - Review Period: Custom (01/01/2012 - 12/31/2012)

Show Irems Fikered By« Display items that meet any of the checked conditions. Boughtjsald & negative quantity dates: How this works
Qty Boughk{Built = 0 MNegative Quantity % Markup less than | 10 % 0L/01j2012 To | 12f3tj2012

Qty SoldfUsed = 0 Inactive items with Oty on Hand Columns to Display. .
Name Type Cost. AvgCost  SalesPrice % Markup BegQly  Bought/.. Solditsed Adi End Gty Negty? |
I | cabinets Inv Part 0.00 0.00 0.00 .00 0 0 0 o ofe |mo A
[ | Cabinsts:Cabinet Puls Iny Part 3.00 2.56 000|  -100.03 271 182 30 ] 423 | @ [ho
-] Daar Frame Iny Part 12,00 12,00 0,00 -100.00 ) 0 3 ] 4 [Aves |
T [ Hardware Iny Part 0.00 0.00 0.00 0.00 0 [ 0 o of® [N
[ | Hardware:Brass hinges Iny Part 3.00 3.00 0.00|  -100.00 246 o 0 o 246 | @ [ho
I | Hardware:Lk Doorknobs —|Inv Part 34,95 |27 3500 7.74 110 17 4 ] 122 | ® |No
I | wood Door Iny Part 0.00| 1,750.00 0.00|  -100.00 0 1 0 o 1] [no
I7 | Wood DooriExterior Inv Part 59039 | 27338 | 12000 Se.dl 2 = 22 2 16 [ |Mo @
Adiust Inventory Quartty/value on Hand i, Alert f there’s negative inventory
(® as of "to” date
() any time in date range

FIGURE 17.35
New for 2010, easily identify inventory with a negative quantity, and help your client better
manage his inventory processes.
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Adjust Inventory Quantity/Value on Hand

Before you perform this task, you need to know what the actual ending quan-
tity and value for each inventory item is currently. This is determined by com-
pleting a physical inventory count. Without this important step, you might
make an adjustment that might not be supported by the actual count. To cre-
ate a list used by the warehouse personnel to count inventory, from the
Vendors menu, select Inventory Activities and choose Physical Inventory
Worksheet.

Quantity Inventory Adjustment

The following instructions detail the steps to making an inventory quantity
adjustment. With this type of adjustment, QuickBooks will use the average
cost associated with the item (or if none exists, will use the default cost on the
New or Edit Item dialog) to determine the actual value of the quantity adjust-
ments. If there was no recorded average cost and your items do not have a
default cost in the New or Edit Item dialog, no financial change will be cre-
ated for this inventory adjustment. More detailed information is provided in
Chapter 10.

To properly adjust the quantity on hand to agree with a physical inventory
count, follow these steps:

1. Complete Steps 1 through 4 of the “Customizing the Client Data
Review” section of this chapter to launch the CDR.

2. Click the Adjust Inventory Quantity/Value on Hand link in the
Inventory pane of the Client Data Review center.

3. Enter an Adjustment Date and optional Ref. No. Optionally, assign a
Customer:Job and select your Adjustment Account chart of accounts
(this can be either a Cost of Goods Sold or Expense type account).

4. In the New Qty column, enter your count from the completed physical
inventory, or, optionally enter the change in the Qty Difference col-
umn.

5. QuickBooks will provide the Total Value of the Adjustment at the bot-
tom of the dialog for your review as you make the needed changes.
Select Save & Close when you are done.

The net effect on the financials shown in Figure 17.36 is to reduce (credit) the
Inventory asset balance by §151.46, and increase (debit) the Inventory
Adjustments account (either a Cost of Goods Sold type or Expense type).
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> Adjust Quantity/Value on Hand

rrevious [ next ] Attach
Adjustment Date
ReF. No. 99 Customer:Job v
Adjustment Account | Inventory Overage/Sho,..[ %

Teem Description Current Gty New Gty Qty Difference

Cabinets Cabinets 0 ~
Cabinets:Cabingt Pulls Cabinet Pulls 399 421 22
Cabinets:Light Pine Light pine litchen cabinet wall unit 4

Door Frame standard nterior door frame 21 15 3
Hardware i

Hardware:Brass hinges standard interior brass hinge 246 200 -46
Hardware:Doorknobs Std |Standard Doorknabs 129

Hardware:Lk Doorknobs Locking interiar doorknobs 120

wood Door Doors 1

Wood Dosr Exterior Exterior wood door 2 2
[[] value Adjustment Mema | To agree with physical inventary count For 11430/12

Tokal Value of Adjustment -151.46
[ saveedlose | [ savemhew | [ cancel

FIGURE 17.36

Using the Adjust Quantity/Value on Hand transaction is the proper form to use to adjust the
inventory balances.

This section has discussed using the CDR feature to access the Inventory
Adjustment menu in QuickBooks. Inventory adjustments are normally done
to adjust for quantity decreases perhaps due to damage or theft, or even

increases when perhaps a prior inventory count left out some items not yet on
the shelf.

The next section discusses a different type of inventory adjustment called a
Value Adjustment.

Value Inventory Adjustment

When deciding whether to use a Quantity on Hand or Value Adjustment only,
be sure of the net result you wish to obtain. A value adjustment will not
change the quantity on hand, but it will assign a new average cost by divid-
ing the units in inventory by the new value.

Timing is important when doing a valuation adjustment. Value adjustments,
if appropriate, should be carefully considered for their impact on the com-
pany'’s resulting financials.

The following instructions detail the steps to making an inventory value
adjustment:

1. Complete Steps 1 through 4 of the “Customizing the Client Data
Review Center” section of this chapter to launch the CDR tool.

2. Place a check mark in the Value Adjustment box in the lower-left of
the Adjust Quantity/Value on hand dialog.

3. In the New Value column, enter your current total dollar value for the
inventory, as shown in Figure 17.37.
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4. QuickBooks will provide the Total Value of the Adjustment at the bot-
tom of the dialog for your review as you make the needed changes.
Select Save & Close when you are done.

2 Adjust Quantity/Value on Hand g@@

previous [ wext | ] Attach
Adjustment Dats | 11/30/2012 [EI
Ref. No. 105 Custamer:Job
Adjustment Account | Inventory Overage/Sho... ¥
Ttem Description Current Qty New Gty  Currentvalus | New valus
Cabinets Cabinets 0 0.00) A
CabinetsiCabinet Pulls Cabinet Pulls 399 1,061.64] 53082 -
Cabinets:Light Pine Light pine kitchen cabinet wall unit 4 6,000.00
Door Frame <tandard interior door Frame 21 252,00
Hardware 0 0.00)
Hardware:Brass hinges <tandard interior brass hinge 246 738,00
Hardware:Doorknobs Std |Standard Doorknabs 129 3,471.20
HardwareiLk Doorknobs  |Locking interior doorknobs 120 4,233.72
Wood Door Doars 1 1,750.00)
Wood DooriExterior Exterior wood door 22 6,572.24 @
yalue Adjustment Mema | To agree with physical invertory count: For 1113012 |
Tatal Value of Adjustment -1,520.82
[ save & lose | [ savemhew | [ cancel
FIGURE 17.37

Use a Value Adjustment when primarily the value of the inventory changed and not the quan-

tity.

Payroll

The accounting result of this inventory value adjustment, as shown in
Figure 17.37, is no net change to inventory quantities, a decrease (credit) to
your Inventory Asset account, and an increase (debit) to your Inventory
Adjustments account (either a Cost of Goods Sold type or Expense type). A
new average cost will be computed based on the (Original Asset Value + or -
the Value Difference) / Quantity on Hand as recorded on the inventory value
adjustment.

To have QuickBooks automatically calculate payroll, you or your client
should purchase a payroll subscription from Intuit. When payroll is not pre-
pared properly, many of the QuickBooks payroll forms and calculations will
not work correctly or at all. For more detailed information on the payroll sub-
scriptions offered as well as details of the proper payroll process, see Chapter
14, “Reviewing Payroll.”

The CDR tasks for payroll will help you find payroll errors and set defaults in
your client’s file that will help to avoid future mistakes.
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‘EQ =) Digging Deeper
Your ability as the accountant to make changes in a client’s payroll
setup as well as adjust payroll transactions is possible when

You are working in a client’s working data file (.QBW file exten-
sion). You cannot make changes to payroll transactions when
working in an Accountant’s Review file copy.

If you are working on-site or remotely logged into the client’s
file (via the Internet) and your client has a current paid payroll
subscription. The payroll features available will be limited by the
payroll subscription the client owns.

If you are working with the client’s file at your place of business,
and you have a paid payroll subscription from Intuit.
Accounting professionals providing payroll services for their
clients will benefit from using the QuickBooks Enhanced Payroll
for Accountants subscription. See Chapter 14 for more specific
details.

@ Find Incorrectly Paid Payroll Liabilities

Details about the proper methods to prepare payroll and how to pay the
accrued liabilities were provided in Chapter 14. Some QuickBooks users might
choose to use the write check form when preparing their payroll liability pay-
ments. Incorrectly prepared payments will adjust the balance sheet balances,
but will not be reflected accurately in the Payroll Center. However, over the
last several years, payroll liability payment errors are less likely to occur due
to improved error messaging that encourages the QuickBooks user to properly
prepare these liability payments.

This CDR task delivers another time-saving tool; helping you the accounting
professional easily and quickly find payroll liability payments that were not
recorded using the correct form.

When you select the link to Find Incorrectly Paid Payroll Liabilities from the
Payroll task pane, QuickBooks prepares a report titled Payroll Liabilities Paid
by Regular Check. See Figure 17.38. This report will find a Write Check form
that was payable to a payroll item vendor.

Use the details from this report to determine where your client has recorded
these payroll liability payments to. Did they record them to the payroll liabili-
ties account or did they select an expense account by mistake?



50 Chapter 17 Detecting and Correcting with the Client Data Review Feature

Wil Transaction List by Vendor

Dates | ~ | From [01y012012 @] To | 12/31/2012 [H] Sort By | Default v

Rock Castle Construction

Tznsnz Payroll Liabilities Paid by Regular Check
January through December 2012
+ Type ¢ Date o lNum o Memo ¢ Account oGl o Split < Debit o Credit o
Check 12152M2 519 Checking State Disabilt... 5820
Check 12H502M2 519 State Disability Pay Checking 58.20

FIGURE 17.38
This report will find incorrectly paid payroll liability payment transaction types.

After you determine what account the entries are posted to, you can complete
a Payroll Liability Adjustment as follows:

1. Click Employees, Payroll Taxes and Liabilities, and select Adjust
Payroll Liabilities to open the Liability Adjustment dialog shown in
Figure 17.39.

2. Enter the Date and Effective Date. Both should be dated in the quarter

you want to effect the change.

3. Select either Company or Employee for the adjustment. Company
indicates it is a company-paid adjustment. Employee indicates an
employee-paid adjustment and will affect W-2 reported amounts.

° Liability Adjustment

Next Adjustment
Frev Adjustment:
Date | 12j15/2012 [E] Effective Date | 12/15/2012 (]
Adjustment is for:
O Company  (® Employee Dan T. Miller v
Taxes and Liabilities —
C
EE oo e \
CA - Disabillty Employes 56,20 0.00 [t correct posting errar & Accounts Affected...

FIGURE 17.39
Correct payroll liabilities with the Liability Adjustment dialog.

4. Optionally, assign a Class if your business tracks different profit cen-
ters.
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5. Click Accounts Affected only if you do not want to affect balances.
This would be necessary if your Balance Sheet is correct, but your
Payroll Liabilities balances are incorrect.

6. Click OK.

7. QuickBooks might open another dialog with the default account that is
going to be affected. QuickBooks shows you this dialog to suggest the
recommended account for the adjustment based on how the payroll
item is set up. If you need to change the account assignment, choose
the appropriate account from the drop-down menu.

8. Click OK to save the transaction.

You can check this and other details of your client’s payroll setup by complet-
ing the Run Payroll Checkup as discussed in Chapter 14, “Reviewing Payroll.”

Review Payroll Liabilities

Conveniently, from within Client Data Review you have access to the
Employee Center: Payroll Center. From the displayed dialog you can view
multiple month calendars, your upcoming scheduled payroll processing dates,
due dates and amounts for paying your payroll liabilities timely, and even
links to accessing processing the quarterly and annual forms for federal filings
and most state filings.

To learn more about using this center, read Chapter 14.

Review Employee Default Settings

QuickBooks 2010 Client Data Review feature provides easy access to another
feature that has been well hidden! Reviewing employee defaults will help your
client process new payroll with fewer mistakes, making future payroll reviews
less time-consuming.

To set the employee preferences, you will need to be logged in as the Admin or
new External Accountant user.

1. Complete Steps 1 through 4 of the “Customizing the CDR” section of
this chapter to launch CDR.

2. Click the Review Employee Default Settings link in the Payroll task
group of CDR.

3. The Preferences for Payroll & Employees, Company Preferences dialog
opens, as shown in Figure 17.40.

4. Click the Full Payroll button in the QuickBooks Payroll Features pane.
This button enables the remaining features in the Preferences dialog.
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B2 Accounting
gy Bils

14 cheding

=4 Desktop View
Py Finance Charge

B General ) Complete Payroll Customers Sick and Vacation
4H 1ntegrated Applications Also See:
b liems & Inventory [ Copy earninas details From previous paycheck corerel
= Jobs & Estimates Recall quantity Field on paychecks
B Muliple Currencies Reecal hour field on paychecks exiites
B Payments Job Costing and Ttem tracking For paycheck expenses
[
L]
T
@ Changing the emplayee name display preferences will cause all Quickbooks
W Reports & Graphs windows to close, Please finish paying your employees before you do this,
3 Sales & Customers Display Employee List by:
2l @ Firsthame O Last Name Employee Defadls. .
L3 == [] Mark new employess as sales reps
& Service Connection [ Display employes social security numbers in headsrs on reports
Cd
=]
T Time & Expenses

My Preferences Company Preferences
QuickBaoks Payroll Features Set preferences for
Paty Stub f Youcher Printing
Help
() o payral
Workers Compensation
Default

FIGURE 17.40

Set employee defaults for your clients to automate proper settings for new employees.

5. Click the check box next to the features that are appropriate to the

client’s business:

Copy earnings details from previous check (copies hours, rates,
and Customer:Jobs from prior paycheck).

Recall quantity field on paychecks (recalls line 1 of a previous
paycheck, payroll item, and rate only; no Customer:Job recalled).

Recall hour field on paycheck (recalls total hours only and places
total number of hours on a single line even if prior paycheck had
several lines).

Job Costing for paycheck expenses (enables QuickBooks to add
the cost of company-paid taxes to the burdened costs for time
that is assigned to a Customer:Job). QuickBooks also offers the
Class Tracking by Paycheck or Earnings Item option if you have
the class tracking preference enabled.

6. Display Employee list by selecting the button to display your employee

7.

lists by first name or last name.

Click the check box next to Mark New Employees as Sales Reps if you
want new employees automatically added to the sales rep list and
available to be added to a customer invoice form.

Click the check box next to Display employee Social Security
Numbers in Headers on Reports if you want to display this sensitive
information on reports.
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9. Click the Pay Stub and Voucher Printing button to open printing
preferences. In this dialog, you can customize what detail will print on
employees’ paycheck stubs or vouchers (if direct depositing the check).

10. Click the Workers Compensation button to set the preference to track
worker’s comp, to be warned when a worker’s comp code is not
assigned, and to exclude overtime hours from workers compensation
calculations. This feature is available with the Enhanced Payroll sub-
scription service.

11. Click the Employee Defaults button to set default employee rates, tax
preferences, pay schedule, and many other options. Setting these pref-
erences can save data entry time when your client is creating new
employees because the common employee defaults will pre-fill when
setting up new employees.

Setting preferences for your client can save precious data entry time and help
to avoid future mistakes. The client will appreciate the time you take to make
his job easier.

Entering After-The-Fact Payroll

No longer is entering after-the-fact payroll time consuming! From within CDR,
the accounting professional has access to this important feature. You or your
client must have an active payroll subscription. If you or your client does not
have an active payroll subscription, the After-The-Fact Payroll task will not be
displayed in the Payroll task group. Keep this in mind if you are working at
the client site or remotely logged into the client’s data file. To begin entering
payroll in this manner, follow these steps:

1. Complete Steps 1 through 4 of the “Customizing the Client Data
Review Center” section of this chapter to launch the CDR.

2. Click the Enter After-The-Fact Payroll link in the Payroll task group of
the CDR.

3. The After-The-Fact Payroll dialog opens as displayed in Figure 17.41.

4. In the Calculations Method pane, you can choose to let QuickBooks
adjust any out-of-balance amount to Federal Withholding. Or, choose
the option to accept the net pay as calculated.

5. Optionally, click the Customize Columns button to open a dialog that
will let you place the columns of detail in your preferred order. This is
especially useful if you are working from some other manual book-
keeping form or computer-generated details when entering into
QuickBooks.
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After-the-Fact Payrall 3]

After-the-Fact Payroll

Calculation Methods
[] Adfust cut of balance paychacks by applying DIFF-+/- to Fed WiH

Acept Calculated Nek Pay I Enter Net Pay is left blank

F i | What if I don't see the columns I need?
Customize Calumns. . Bank Account | Checking >
why ore some cells arav?
ChkDate ChkNum Employee Name  GrossWages FedW/H Medicare  SocSec  StateW/H  CA - Disabilty Employes  Enker Net Pay  Calculsted MNet...  Diff, +/- |
12/15/2012 520 Dan T, Miller 1,596.15 -69.00 -23.14 -98.97 -12.69 -22.03 1,370.32 |"
@
Delete Paycheck vigwfEdt Detail., Help | [ e | [ meco

FIGURE 17.41

Conveniently enter After-The-Fact payroll.

6.

10.

Select the Bank Account drop-down menu from the right of the dialog,
the appropriate bank account that this payroll record is going to be
paid from.

Complete the fields in the familiar spreadsheet format, including check
date, check number, employee, gross wages, federal withholding, and
depending on your selection in Step 4, let QuickBooks calculate the net
or choose to enter the net paycheck.

Optionally click on the View/Edit Detail button at the bottom of the
dialog. This Preview Paycheck dialog will open, allowing you to assign
a job, service item, and workmen’s compensation code. Select Save &
Close to close the Preview Paycheck dialog.

Click Record when you have completed a single row of detail or simply
enter through to the next line. Click Close when you want to close the
After-The-Fact Payroll dialog.

Optionally select from the status drop-down, the current status of the
task and record a task note.

Payroll entered through the After-The-Fact Payroll processing will also be
included in all of the federal and state forms that QuickBooks payroll sub-
scriptions offer.

Bank Reconciliation

When [ am reviewing a client’s file, I look closely at the bank reconciliation
results. I look to see if the bank reconciliation has been completed recently
and how old outstanding, uncleared bank transactions are.
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There are many ways to troubleshoot bank reconciliation issues with your
client’s data. The CDR feature provides a quick link to three important tasks.
For more information on other options you have and reports you can cus-
tomize for your clients, see the “Troubleshooting an Incorrectly Reconciled
Bank Account” section in Chapter 6, “Reviewing Your Bank Reconciliations.”

Reconciling Accounts

You can use the Reconcile Accounts link in the Bank Reconciliation task group
of the CDR feature to troubleshoot or complete your client’s monthly bank rec-
onciliation. If you are working with a clients Accountants Copy file, you will
be able to reconcile any and all months, but only the reconciliations for dates
prior to the “Dividing Date” set in the client’s file will be returned with your
changes. More details about this topic can be found in Chapter 15.

1. Access Steps 1 through 4 of the “Customizing the Client Data Review
Center” section of this chapter to launch CDR.

2. Click on the Reconcile Accounts link in the Bank Reconciliation task
group of the Client Data Review. If your client has more than one bank
account, select from the Account drop-down menu the bank account
you are reviewing.

3. Access the following tasks from the Begin Reconciliation dialog shown
in Figure 17:42:

Review the date listed as last reconciled.

Compare the beginning balance with the ending balance of the
last completed bank statement from the financial institution.

Begin a new bank reconciliation by entering the statement end-
ing balance from the printed bank statement and optionally
entering service charges or interest earned on this statement.
Then click Continue.

Locate discrepancies, as discussed in more detail in the following
section.

Undo the last reconciliation used when you need to restart the
last bank reconciliation. When selected, you are returned to the
prior month’s bank reconciliation dialog. All of your previously
marked transactions are now no longer marked cleared. Any
added service charges or interest income transactions were not
removed. Note: You can “roll back” as many months as you need
to, one month at a time.
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Begin Reconciliation m
Select an account b reconle, and then enter the ending balance from your account statement.
account [ checking | Isst reconciled on 10/31j2012.
Statement Date 11/30/2012 [B]
Beginning Balance 71,452.58  What if my beqinning balance doesn't match my statement?
Ending Balance 62,563.98
Enter any service charge of interest eamed.
Service Charge  Date Account
0.00 12/31)2012 [B] Bank Service Charges v
Interest Earned  Datg. Account
0.00 12/31/2012 Interest Income v
[ vocate Discrepancies | [ undo Last Reconcilation | [ Continue | [ cancel | [ el

FIGURE 17.42

The Begin Reconciliation dialog has other useful task links.

In my years of working with clients QuickBooks files, the bank reconciliation
is the task I most frequently see not completed at all, or not completed cor-
rectly, yet it is one of the most important tasks to complete when wanting to
look at trusted financials. The CDR feature helps you, the accountant, work
with your client’s data file when reviewing or completing the bank reconcilia-
tion.

Locate Discrepancies in Bank Reconciliation

After reviewing the client’s previous bank reconciliations, you determine the
beginning balance that was once correct is no longer correct. Perhaps your
client modified, voided, or deleted a previously cleared transaction.

The Locate Discrepancies in Bank Reconciliation report will help you to easily
find these.

1. Complete Steps 1 through 4 of the “Customizing the Client Data
Review Center” section of this chapter to launch CDR.

2. Click Locate Discrepancies in Bank Reconciliation in the Bank
Reconciliation task group.

3. From the Specify Account drop-down menu, select the bank account.

4. The “Previous Reconciliation Discrepancy Report” displays. For each
transaction on this report, you will see the modified date, reconciled
amount, type of change (amount added or deleted), and the financial
effect of the change (see Figure 17.43) grouped by bank statement date.

You can click Modify Report and add the user name that modified the transac-
tion to help in identifying who made the change to the transaction.
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Wl Previous Reconciliation Discrepancy Report

Mn.j.fynapm | [Memorigen. ) Pt J_ el ~ ] Exporter ] | [ﬁmm (Refesn ]

Dates | [N | From = ™
Rock Castle Construction
zaaz Previous Reconciliation Discrepancy Report

Checking

Type o Date  «EnteredLastWModified + Hum_ o Hame < Reconciled Amount + _Type of Change ¢ Effect of Change +
Statement Date: 11302006 -
Check AN 12442012 230633 225 Bayshare Caloil 5 14500 Amount 14500
Tatal 11/30/2008 14500

FIGURE 17.43
View details of previously cleared transactions that have been modified or deleted.

After you have found the reconciliation discrepancy, you can view the
Voided/Deleted Report to help determine how to correct the transaction(s). To
prepare this report, select Reports, Accountant & Taxes, and choose the
Voided/Deleted Transactions Summary or Detail report.

7 Rescue Me!

Troubleshoot your beginning balance differences with the Previous
Reconciliation Discrepancy Report before completing the next month’s
reconciliation. Doing so is important because QuickBooks removes all
details from the discrepancy report when you complete a new recon-
ciliation. This is due to QuickBooks determining that you have solved
the issue or you would not have completed the next month’s bank rec-
onciliation.

This report will not track discrepancies caused by changing the bank account
associated with a transaction. However, now with the Client Data Review,
Review List Changes task will track changes made from adding, deleting, or
even merging charts of accounts and other list items in QuickBooks.

Reviewing Missing Checks

This is a useful report when reviewing the accuracy of your client’s bank
account data. This report can help you determine whether any check transac-
tions are missing or duplicated.

Complete Steps 1 through 4 of the “Customizing the Client Data Review
Center” section of this chapter. The CDR will be launched.

Select the Review Missing Checks task in the Banking task group. When the
Specify Account dialog displays; select the appropriate bank account from the
drop-down menu.

The resulting Missing Checks report shows all check or bill payment check
type transactions sorted by number (see Figure 17.44). You will look for any
breaks in the detail with a *** Missing or *** Duplicate warning.
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Wil Missing Checks

Modify Report... i v | Export... | [HideHeader | [ Refresh
Dates | Al | From E 1o E
Rock Castle Construction
21412 e
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All Transactions
. Type +  Date o Hum o Hame o Memo o Account I Split s Amount I
Check 011852013 S8 State Board of Equ...  VOID: Repla... Checking Sales Tax Pa... 0.00 ~
‘' puplicate document numbers '
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Paycheck MAz2012 10001 Dan T. Miller Checking -SPLIT- -1,29961
Paycheck MAz2012 10002 Elizabeth M. Mason Checking -SPLIT- -B90.57
Paycheck 011352012 10003 Gregy O. Schneider Checking =SPLIT- -1,03399
Paycheck 011572012 10004 Elizabeth N. Mason Checking -SPLIT- -1 28
Paycheck 012752012 10005 Dan T. Miller Checking -SPLIT- -1,29360
Paycheck 0142752012 10006 Gregy O. Schneider Checking -SPLIT- -1,064.04 v

FIGURE 17.44

The Missing Checks report can help you determine whether you need to enter any missing
transactions before you reconcile.

Miscellaneous

This section of the CDR can be one of the most useful to you because it shows
you how to set preferences to make your client’s work more accurate and how
to set a closing date that will prevent or discourage a user from making
changes to your reviewed data. If you are working with a client’s Accountants
Copy, you will be able to set the Closing Date and optional Closing Date
Password, but other preferences set will not transfer over to the client’s file.

Setting the Closing Date and Password

QuickBooks offers flexibility for accounting professionals who want to protect
prior period data and those that need or want to make changes to prior
period accounting records.

What exactly is a “closed” accounting period? Well, a business can decide to
close a month when tasks such as a bank reconciliation is done or a sales tax
return is filed, or a business can simply close once a year when the data is
finalized for tax preparation. Because QuickBooks does not require you to
close the books, it is a decision of the accounting professional and business
owner (see Chapter 15).

The option of setting a closing date and password makes it easy to protect
prior period transactions from unwanted modifications. With additional user-
specific security settings, the business owner and accountant can also manage
who has the privilege to make changes to transactions dated on or before a
specific closing date.
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Step One—Setting the Date and Assigning the Password

The first step in controlling changes to closed accounting periods is to set a
closing date and optionally a closing date password that the user must pro-
vide when adding or modifying a transaction dated on or before the closing
date.

Another important reason for setting a closing date is to track additions, mod-
ifications, or deletions to transactions dated on or before a closing date. The
Closing Date Exceptions report will not track these changes when a closing
date is not set.

To set the closing date and optionally a password (different from the Admin or
External Accountant password), follow these steps:

1. Complete Steps 1 through 4 of the “Customizing the Client Data
Review Center” section of this chapter to launch the Client Data
Review.

2. Click the Set Closing Date and Password link in the Miscellaneous
task pane of the CDR center.

3. Click the Set Date/Password button. The Set Closing Date and
Password dialog displays.

4. Enter a closing date and optional password. Consider using your phone
number as the password or “Call Accountant” to encourage your client
to call you before making changes to closed period transactions.

5. Click OK.

Setting a closing date is only step one. Next, you must set user-specific privi-
leges for users you want to allow access to adding or modifying a transaction
dated on or before the closing date.

Step Two—Setting User-Specific Security

To be certain that the closing date control is managed properly, review all
users for their specific rights to change transactions prior to a closing date. To
view the following menu, you need to log into the file as the Admin user,
(External Accountant User type does not have the capability to create new
users):

1. Click Company, Set Up Users and Passwords and select the option to
Set Up Users. The User List dialog opens.

2. To view a user’s existing security privileges from the User List dialog,
select the user with your cursor and click the View User button. You
will be able to view in summary form the security settings for that user,
as shown in Figure 17.45.
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View user access XI

Access for user: Susan Smith

¢ This user has the following access rights. Click the Leave button to
return.

Area Cre... Print | Rep...
Sales and Accounts Receivable Y ¥ ¥
Purchases and Accounts Payable Y ¥ ¥
Checking and Credit Cards Y ¥ nfa
Inventory Y ¥ ¥
Time Tracking Y ¥ ¥
Payroll and Employees Y ¥ ¥
Sensitive Accounting Activities Y ¥ ¥
Sensitive Finandial Reports Y ¥ nfa
Changing or Deleting Transactions Y nfa nfa
Changing Closed Transactions N nfa nfa

| Leave |

FIGURE 17.45
Review in summary form the user’s security privileges.

3. Any user who should not have rights to changing closed period trans-
actions should have an “N” placed in the last setting, Changing Closed
Transactions.

4. If after reviewing a user’s existing security privileges, you need to edit
the setting referenced earlier, click Leave to close the View User Access
dialog.

5. QuickBooks returns you to the User List dialog. Select the username
and click the Edit User button.

6. On the Change User Password and Access dialog optionally modify the
user name or password. Click Next to continue.

7. The User Access dialog for the specific user displays. Select Selected
Areas and click Next to continue through each of the security selec-
tions until you reach the selection on Page 9 as shown in Figure 17.46.

Change user password and access: Susan Smith @I

Changing or Deleting Transactions Page 9 of 10

Q.Q“\_. Do you want this user to have the ability to change or delete
transactions in the areas they have access to?

® ffes
QO No

Should this user also have the ability to change or delete transactions
that were recorded before the dosing date?

QO Yes
® No
T

FIGURE 17.46
Be sure that each user is also set to No for changing closed period transactions.
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With the ease of doing client reviews, and now the security of knowing your
hard work is documented and protected with a closing date, your future
reviews should take even less time to complete, giving you more time to help
your client with important management decisions!

Review QuickBooks Preferences

Don't forget during your review to properly manage the many useful prefer-
ences that will help you and your client work more efficiently and accurately
in the QuickBooks data file.

QuickBooks offers two types of preferences:

My Preference—Choices selected on this tab are being defined only for
the currently logged in user. If you are setting preferences for your
client, you should log in with his user name, and then set the My
Preferences. These settings can be set in a multiuser environment
(when others are in the date file).

Company Preferences—Preferences set on these tabs are global for all
users in the QuickBooks data file. Often, these preferences can be set
only when you are in single-user mode, meaning other users cannot be
working in the file when you set Company preferences. Both the
Admin and the new External Accountant type user can modify
Company Preferences.

There are preferences specific for accounting you will want to review. As the
trusted accounting professional for your client, you will benefit by reviewing
each of the available preferences, including

Accounting

Bills

Checking

Desktop View

Finance Charge
General

Integrated Applications
Items & Inventory

Jobs & Estimates

Multiple Currencies
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Payments

Payroll & Employees
Reminders

Reports & Graphs
Sales & Customers
Sales Tax

Send Forms

Service Connection
Spelling

Tax: 1099

Time and Expenses

Of the preferences, those that can enhance the accounting accuracy of a
QuickBooks file are discussed in more depth in the related chapter. For exam-
ple, the Sales & Customer preferences that improve the client’s accuracy in
QuickBooks are detailed in Chapter 7.

With a password set and preferences reviewed, your next review of your
client’s data should take even less time using the Client Data Review.

Finishing a Client Data Review

You can leave a CDR open for as long as it takes you to finish. When you
close out of task, your work is saved. Additionally, as you are working, you
can conveniently select a QuickBooks menu outside of the Client Data Review
and CDR will refresh automatically, including transactions created and modi-
fied.

Optionally, as you work through the many tasks, you can record an overall
note for the review or individual notes assigned to specific tasks.

Saving the Review as a PDF

You can print the details of your Client Data Review to paper or save as a PDF
file. The information included with this document as shown in Figure 17.47:
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Company File Name

Review Period (Last Fiscal Year, Quarter, Month, or Custom)
Date Printed

Dates included in this review

Basis: Accrual or Cash

Client Data Review Note

Cleanup Tasks and subtasks

Status

Task note

File name and path where the report is stored if prepared in PDF for-
mat.

Marking Review Complete

When you have completed all tasks in the CDR and you select the Mark
Review Complete button, QuickBooks will

Provide the option to set a closing date and password.

Change the Prior Review Period Dates in the Troubleshoot Account
Balances Task.

In the Troubleshoot Account Balances tasks, transfer your final
reviewed balances to the Last Review Balances column. (These
amounts will not change even if a customer makes a change to a
transaction dated in that review period!)

Provide the option to carry over task notes to the next review.

Specific to the Troubleshoot Account Balances task, you do not have to Mark
the Review as Complete for each review. However, your ending balances will
be recorded only in the Last Review Balances column when you mark the
review as completed. Marking a review as completed still gives you the option
to reopen a previously closed review.
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Rock Castle Construction

Review Period: Last Fiscal Year Date Printed: 12/15/2013

Dates: 01/01/2012 - 12/31/2012 Basis: Accrual

Review Notes:

Request client to fax over Bank Statement for 12/31/12.

Ask for details on purchase of office computer.

Cleanup Tasks Status Task Notes
Account Balances
Troubleshoot Prior Account Balances Completed
Reclassify Transactions Completed
Open Working Trial Balance Completed
Review List Changes
Chart of Accounts Completed
Items Completed
Fixed Asset Items Completed
Payroll Items Completed
Review Item Setup Completed
Customers Completed
Vendors Completed
Accounts Receivable
Fix Unapplied Customer Payments and Credits Completed
Clear Up Undeposited Funds Account Completed
Review AR Aging Summary Report Completed Review the AR Aging Summary
report with client.
Write Off Invoices Completed
Accounts Payable
Fix Unapplied Vendor Payments and Credits Completed
Evaluate and Correct 1099 Account Mapping Completed
Review Unpaid Bills Report Completed
Sales Tax
Fix Incorrectly Recorded Sales Tax Completed
Adjust Sales Tax Payable Completed
Manage Sales Tax Completed
Pay Sales Tax Completed
Sales Tax Preferences Completed
Inventory
Review Inventory Setup Completed
Compare Balance Sheet and Inventory Valuation Completed
Troubleshoot Inventory Completed
Adjust Inventory Quantity/Value On Hand Completed
Payroll
Find Incorrectly Paid Payroll Liabilities Completed
Review Payroll Liabilities Completed
Review Employee Default Settings Completed
Enter After -The -Fact Payroll Completed
Bank Reconciliation
Reconcile Accounts Completed
Locate Discrepancies in Bank Reconciliation Completed
Review Missing Checks Completed
Miscellaneous
Set Closing Date and Password Completed
Review QuickBooks Preferences Completed

FIGURE 17.47

Print or Save to PDF the details of the review for your paper files.
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Reopening a Client Data Review

After marking a review as complete and before you start the next review, you
will have the option to reopen the previously marked completed review. After
you start a new review, you will no longer have the option to reopen the pre-
viously completed review, see Figure 17.48.

Review Marked Complete on: 11/152013
Learn More

[ Reopen Completed Review | [ Start Mew Review | [ Cancel |

FIGURE 17.48
Before starting a new review, you will have the option to open a previously closed review.

Reporting on Review Activity

Also available on the CDR center is a link to the Audit Trail of Review report.
You can use this report to detail the transactions you have added, modified, or
deleted during your review. The Audit Trail report will not report on changes
made to list items.

Additionally, if you used the new External Accountant type of login access,
you were given all the rights of the Admin user (except adding or modifying
users and viewing sensitive customer credit card information) and you can see
your changes separate from the Admin or other users on this report.

The Audit Trail report provides details of additions and changes made to
transactions, grouping the changes by username. The detail on this report
shows the prior version of the transaction and the latest version of the trans-
action, if it was edited. The Audit Trail of Review report defaults to changes
made as of today’s date. This filter date can me modified for your needs.

To create the Audit Trail report shown in Figure 17.49, click Reports,
Accountant & Taxes, and then select the Audit Trail report.

The audit trail report can be lengthy to review; however, if as an accountant
you try to track down specific user activity with transactions, this can be a
useful report to review because the changes are grouped by username.
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Tl Audit Trail [B[(=15]

Cooary g | [vmrerge, (g, et | e, | (et | [noves |

Date EnteredjLast Modified | Custom ~ |From | 121152013 [E] 7o | 12/152013 [E]

»

<

Rock Castle Construction
s Audit Trail
Entered/Last Modified December 15, 2013
Lastmodifiedby o State o _ Date o lame o__Memo o Account o Spit___ o Debit o |
dified by Admin

93 1252013062549 Jokw Taylor (External Acc.. Latest 12012011 Reyes Praperties von: Checking Rent 0.00
Overhesd Rert Checking o0

a3 12152012 12:48.02 Admin Priar 12001/2011  Reyes Properties Checking Reat
Overhead Rent Chacking 120000

FIGURE

17.49

The QuickBooks Audit Trail report helps to identify what changes were made to transactions
and by which user.

Optionally, you can export the current audit trail report to Excel for added fil-
tering functionality as instructed in the following steps (this requires Excel
2003 or newer). This functionality would be useful if there are several individ-
uals at a firm reviewing, adding or modifying transactions in a client’s data
file. These steps will allow you to filter transactions for a specific user.

1. Select Reports, Accountant & Taxes and choose the Audit Trail.
Modify the report dates as needed for your review.

Select the Export button on the open Audit Trail dialog.

The Export Report dialog displays on the Basic tab.

ook wN

Select the appropriate radial button for the desired output into a new
Excel workbook or existing Excel workbook.

6. If you selected the existing radial button, you will need to browse to
find the Excel workbook and identify what worksheet to import the
details into.

7. Select the Advanced tab.

8. Select the Auto Filtering option by placing a check mark in the box,
as shown in Figure 17.50.

9. Click Export to prepare the workbook from the QuickBooks Audit Trail
report.

10. The Audit Trail report displays in Excel with auto-filtering enabled.

11. In the Excel document, select the Last Modified by drop-down menu.
Each user will have a check mark next to its user name; deselect those
users you want to “filter out” of the results of the auto-filtering. In
Figure 17.51, John Taylor is selected, the user assigned the External
Accountant user type in this chapter. The resulting data now shows
only those transactions in the Audit Trail that this specific user added
or modified.
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Export Report E|
| Basic | Advanced
Preserve the following QuickBooks report formatting options:
Fonts [ space between columns
Colors Row height
Turn on the following Excel features for this report:
AutoFit (set column width to display all data)
Freeze panes (keep headers and labels visible)
Show Gridines
[ Auto Qutline (allows collapsing { expanding)
[ﬁgm Filtering (allows custom data ﬁ]tr_ring}]
Printing options
() Send header to Page Setup in Excel
() send header to screen in Excel
Repeat row labels on each page
L Export ] [ Cancel ] [ Help J

FIGURE 17.50
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Exporting the Audit Trail report with Auto Filtering enabled.

12.

The Excel workbook will display only those transactions in the Audit

Trail report added or modified by the selected user.

13.
records.

14.

Optionally save your Excel workbook.

Print the newly filtered Audit Trail report for you or your client’s

If you are using the CDR feature with your client’s Accountant’s Copy data file
sharing method, you will also have access to a detailed report of all changes
made to a file available only in the Accountant’s Copy.

FIGURE 17.51

AlB| c Y — E | E | H
1., Hum(~]  EntdrediLast Modified [v| Lastmodifiedby[~] stgte~] Date[~]
2 |Transactions entered or modified by Admin 41 sotatoz
3 Bill %l| sotztoa
4 Sort by Color » 097302011 5
5 r Fil 4
6 »
7 Bill 903-01
Text Filters »
8 203-01 ks 1010172011 1
9 8] (Select Al) o
o [] Admin i
] John Taylor (External Accountant)
1 []Susan Smith g
12 [] (Blanks) d
13 [«
15 .
16 Bill 125
17 125 12/15/2011 19:13:13 | Admin Latest 1010372011 H
18
7S
4 4> M| Sheet1 <%J {0 N
Ready | I3 |

Using auto-filtering to limit the data that is displayed in the Audit Trail report.
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If you find undesired transaction changes, consider setting a closing date pass-
word and setting specific user security privileges as detailed earlier in this
chapter.

Creating an External Accountant User

Setting up a QuickBooks user for each person that enters data provides a level
of control over the sensitive data to be viewed by this user and gives access to
specific areas in QuickBooks. For additional control, a user-specific password
can also be assigned.

Beginning with QuickBooks 2009 there is a new type of user called the
External Accountant. When you create a new user (or edit an existing user) in
QuickBooks, you can assign that user as an External Accountant.

As an accounting professional using the CDR, you will want to request that
your client create a user name for you and assign the new External
Accountant Type. If you then log into the client file with this new user type,
you will benefit from:

Complete Admin access, except you cannot create users or view sensi-
tive customer credit card numbers.

Reports like the Audit Trail can be filtered in Excel for a specific user
name, enabling you to see your transactions separate from the client’s
transactions.

Client Data Review distinguishes in the dialog if your login is the new
External Accountant type (see Figure 17.1).

If you are reviewing your client’s data using the Accountant’s Copy file type or
if you are not given the Admin login, this new External Accountant will have
to be created before your client creates the Accountant’s Copy or has you
review his data file.

To create an External Accountant, follow these steps:

1. Open the QuickBooks data file using the Admin user (the default user
that QuickBooks creates with a new QuickBooks file) and enter the
appropriate password if one was created.

2. From the Company menu, Set Up Users and Passwords, select the Set
Up Users menu option.

3. Enter the Admin user password if one was originally assigned. Click
OK.

4. The User List dialog opens; it lists the current users set up for this file.

5. Click the Add User button to create a new user, or with your mouse
pointer, select an existing user name and click the Edit User button.
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6. The Set up or Change User Password and Access dialog is opened.

10.

11.
12.

13.
14.

15.

FIGURE 17.52

In the User Name field, type the name you want the user to be identi-
fied by in the file.

In the Password field, enter an optional password, and in the Confirm
Password field, retype the password for accuracy.

Optionally, click the box to Add This User to My QuickBooks License.
(See the explain link for more details.)

Click Next. You may receive a No Password Entered message, click Yes
or No to creating a password. If you select Yes, you will be taken back
to Step 8. Optionally, select Do Not Display This Message in the
Future.

The Access for User:<user name> dialog opens.

Select the radial button for External Accountant, as shown in Figure
17.52.

Click Next.

QuickBooks provides a warning message, confirming that you want to
give this new user access to all areas of QuickBooks except customer
credit card numbers. Select Yes to assign the new External Accountant
type privileges to this new or existing user.

The Access for User:<user name> dialog opens. The message restates
that the new External Accountant user will have access to all areas of
QuickBooks except sensitive customer credit card data. Click Finish to
complete the process.

Set up user password and access @

Access for user: John Taylor

g
' hat do you want this user to have access to?

O all areas of QuickBooks
() Selected areas of QuickEooks
(¥ou will make the selections in the screens that follow)

(& External Accountant!
(Access to all areas of QuickBooks except sensitive customer data, such as
credit card numbers)

Ask your client to create an External Accountant type user for your login.






