County Accounting Manual

&g Extension Bills and Accounts Payable

University of Missouri

If your office operates on a cash basis, then do NOT use the Accounts Payable and Bills process in
QuickBooks. Pay expenses in the Write Checks screen. See separate procedure, Writing checks.

If you are required to accrue expenses, then use QuickBooks’ Bills or Purchase Order feature to record
expected vendor expense. Accrued expense is a method of bookkeeping in which an expense is
recorded at the time items are ordered or services requested but paid at a later time. Under this
method, the time when you enter a transaction and the time when you actually pay for the item or
service may be two separate events and may occur in two separate calendar months. In QuickBooks, an
accrual basis report shows expected expense for all your vendors to whom money is owed.

Entering and paying bills provides four benefits:
1. Know how much money your council owes.
2. Create a report that lists how much is owed to each vendor.
3. Record the expense in the same period you incurred the expense.
4. QuickBooks can warn you if you accidentally enter the same bill twice.

When you enter a Bill:
e The Accounts Payable account increases by the amount of the bill and appears on the Balance Sheet
report.
e The bill appears in the Unpaid Bills Detail report and the Transaction List by Vendor report.
e The expenses appear on the appropriate financial statements - Funds Class Balance Report and
Revenue and Expense Report.

Issues:

*x For Purchase Orders, an Item must be created for each expense type. see section, "Create Item.
Each Item must be related to an existing expense account.

* For Bills, an Item or Expense account may be used in the enter bill screen. (The expense account is
recommended)

* The Pay Bills screen must be used to select the Bill to be paid prior to writing the check.

*  When applying a Discount for a vendor bill, use the same expense account as in the bill, or create a
separate discount expense account. Class tracking is available.

* If possible, avoid the use of Credits in QuickBooks as it does not allow for class tracking. Instead,
adjust the original Bill or Purchase Order amount.

* The check written for a Bill Payment is recorded in the Checking register as a bill payment transaction
type instead of a check transaction type.

* It is recommended that reports be configured as accural basis so that the Bill transactions are included
in the Funds Class Balance Report in the month in which the expense was realized. (see section,
“Configuring Reports for Accurals.”)
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Preferences

If you wish to add “Enter Bills and Pay Bills” to the Home page, change the Desktop View Preferences.
The QuickBooks Administrator needs to login to allow this
Ch an g e. Preferences

e Select Edit from menu bar.

Company Preferences

My Preferences

= Accounting

& Bils

e Select Preferences
- % Checking Select the features that you want to show on the Home page.
e Select Desktop view Customers Vendors
. Select Com pany Preferences. Ty Finance Charge V] Invoices 7] Enter Bills and Pay Bills
[ ]

| Sales Receipts
Statements and Statement Charges

% General

2" Integrated Applications

Insert checkmark preceding “"Enter Bills and Pay
Bills”
e Select OK to save the changes.

4. Tems & Inventory

Make the Checking Account the Default bank account for Bills

e Select Edit from menu bar. P 2 [y Protorence: | NI

e Select Preferences. Bils

e Select Checking.

e Under My Preferences, place checkmark Desktop View SELEGT DEFAULTAGCOUNTS To USE

preceding Open the Pay Bills. rrare s  Openthe Wite Checks fomwith (G050 Gredrg =] accourt

o Select the CheCkIng account. Integrated Applications % Open the Pay Bils form with 0050 - Checking | account
Items & Inventory Open the Pay Sales Tax form with account
Jabs & Estimates # Open the Make Deposits formwith 950 - Checking ~ account

Multiole Currencies

If Purchase Order form will be used, activate the Preferances

Inventory and Purchase Order Preference. The B Accounting My Freferences | Company Preferences
QuickBooks Administrator needs to login to allow this B o Purchase Orders znd Inventory
Cha nge % Checking /| Inventory and purchase orders are active. ~ Lrack inventory by location..
) H = Desktop View | Warn about duplicate purchase order numbers.
e Select Edit from menu bar. %, Enence Cherge e umers
. Select Preferences % ceneral Warn if not enough inventory quantity on hand {QOH) to sell
5l Integrated Applications
e Select Items & Inventory.

e Select Company Preferences.
e Insert checkmark preceding “Inventory and purchase orders are active” and “"Warn about duplicate
purchase order numbers.”

Create Purchase Order Create a Bill Record Items received and Write check
(optional) Pay Bill

Create an Item
An Item is created and linked to an expense account and used in Purchase Order form, or may be used in
the Bill form.

* Open the Item List. Select Lists from the menu bar, Item List.

* Right Click anywhere on the Item List screen.

* Left click on New.

* Click the down arrow for Type_and select Non-inventory Part or Service. (for most Extension-related
activities) & Edit Item ezl W3

* Type an Item Name Type _

* The Description box is optional. ron-nvertory Far: [l Rebettalipstadorbesiostdbabitind

* Enter a rate if the rate is fixed. SR

Otherwise, Ieave the rate field blank- Ttem Name/Number Subitem of 2 Manufacturer's Part Number

Office Supplies

* Under Account,_select appropriate
. This item is used in assemblies or is purchased for a specific customer:job
Expense account. An is e : S
. . escription rice em is inactive
Required! Click OK.

Ge Supplies 0.00
Account

5100 - AllTypeOfSup... *
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Here is an example of an Item list.

B E—————— g s s e

eTravel Non-inventory Part  [3100 * Travel

oPostage Service 3600 - Postage

eStaples Service 5100 - AllTypeOfSupplies
e0Office Supplies General Office Supplies Non-inventory Part {5100 - AllTypeOfSupplies
@4H Materials 4H resource materials Non-inventory Part  |5110 - 4H Materials
erefund refund from Excell Class Service 7000 - Miscellaneous
e0Office Equipment Repair  |repairs of copier & A.B. Dick Service 7300 * Repairs/Maintenance

Create a Purchase Order (optional)

If your office pays a vendor on credit, the company may require a Purchase Order, listing the items for
purchase and including billing and delivery information. In QuickBooks, the purchase order form uses the
Item list method as explained in above section, Create an Item.

e Select Vendor from the menu bar. E 1 s - pense [t

e Select Create Purchase Orders. Purchase Order

e Select Vendor. S — |

e Assign class code. T e [, e

e Enter date and Purchase Order number.

e Enter Shipping information. e Sumies ot ot sumptes |1 g0 hovncouny smomintons e | ssnnla

e Select appropriate Item. See section, “Create an |™"“ & 00 e Stmton spaSentessor-fenen | AR B
Item.”

e Enter description.

e Enter quantity and rate, if approriate.

e Assign class code for each transaction line.

e The Staff field is optional and may be added to an e )
existing purchase order template. (see customize T oo

purchase order) R
e Vendor message and Memo are optional.
e Select Save and close.

Memo | peiiver before September 10 saveClose | [ savemmew || Revert

Purchase Order amounts do not appear in the Revenue and Expense reports, Ledger reports, Funds Class
Balance reports. When items are received and a Bill created, the expense amounts will be included in the
reports. See Purchases Reports section.

When items are received, open the Purchase Order related to the appropriate vendor to mark items
received and create a Bill.

e Select Vendors from menu bar.

e Select Receive Items and Enter Bill.

e Select the appropriate Purchase Order to insert into Bill screen.

Create a Bill

Instead of a Purchase Order, a Bill may be created to post the expense in the month in which the cost was
incurred.

e Select Vendors from menu bar.
e Select Enter Bills sihaeie e Eabe
Y
® SeIeCt vendor Vendor ABC Telephone - Date 09/04/2012 .
s Enter date AT&T/Mama Bell Ref. Na.
: : Address | o 5. Box 600670 —
e Enter referencre number if appropriate. Incksanlle, F32260-0670 Amountpue 16300
e Enter Amount Due and Bill due date. S
e Enter Terms if appropriate. s -
e The Memo field may include the vendor account number. i
e There are two tabs: Expenses and Items. Itis penees “‘f-““'t“emsM T — ‘
recommended that Expenses tab be used. 3700 Telephone .| 75.00 August 1 to August 31 " |roo-cou.. =
. 3800 - Telephone ... 88.00 |July 25 to August 25 1000-Cou... [=
e Enter the appropriate Expense account.
e Enter Amount
e Enter Memo. i
e Skip Customer and Billable fields. _ _ T T |
e Enter a class code for each transaction line.
e Select Save and close.
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Pay Bi"s = Pay Bills =0 oy

When the vendor’s invoice or bill arrives, mark | sesbrms Hanage our business ecenses
the QuickBooks Bill transaction paid for the S <t b 3 Filter BY | Allvendors - W‘mmwumn‘imm
appropriate vendor name. R =

e Select Vendors from the menu bar. N S T BT R T B

e Select Pay bills.
e Insert checkmark for the appropriate

vendor transaction. Totals 163.00 0.00 0.00 163.00
e Enter the Amo_unt to pay. —

NOte: If the bl” amou nt IS more than Or Discount & Credit Information for Highlighted Bill

. . . . . ‘endor ABC Telephone erms, umber of Credits 0
less than the original bill, retrieve the Bill
and change the amount and save it before cotosi el Disourt st credis
proceeding to the Pay Bills screen. Fayment
Otherwise, in the Pay Bills screen apply a e [a] e, @Tobepmeg o o -
discount and post to appropriate discount s e e

expense account.
e Enter date.
e Enter method of payment and “to be printed” is selected.
e Is the correct bank account displayed?
e Select Pay Selected Bills. A Payment Summary screen will display.
e Select Print checks to pay the bill (s).

Pay Selected Bills l ‘ Cancel

Apply Vendor Discount & credits

Vendor credits are not recommended because a class code cannot be assigned.

Instead of applying a vendor discount, it is recommended that the original bill amount be changed before
marking the bill paid. However, a vendor discount may be applied if your office wants to track discounts.
Create a separate discount expense account, or use the same expense account, when applying a
discount for a vendor bill. A discount amount applied to this account will be subtracted from the expense
account. The net result will appear in reports. To create a new account, go to create new account under
the general tab of accounting manual.

For example, if a Bill reflects the expense account 7700-Furniture & Equpment, then use 7700 as the Discount Expense
account. Second option is to create a separate discount expense account 7701 as a subaccount under 7700.

To Apply a Vendor Discount,

In the Pay Bill screen, enter the reduced [ vy

Select Bills to be Poid

amount in the Amt to Pay field. o080l

e Select the Set Discount button S ——
° Select Discount tab. [F Dot ndor Ref. No.  Disc. Date Amt. Due = Disc. Used : rma,xv.w.w”mlu Amt. ra:;:v‘ =

|,—\w 472012 [ABC Tolagho

[
e Enter amount of discount. {88 Discount and Creall ——

e Select appropriate expense account, or YT e |

create a discount expense account. (to sl e e o i I

create a discount expense account, scroll up e iy sl
in the pull-down list and select “create new Okcount creots Eal o S i S o
account.”) ‘

e Select appropriate Class code.

e Select Done.

¢ Complete the Pay Bill screen to write

the check.

Set Discount Set Crediis

| [thod ‘Account
© To be printeg

v 0050 * Checking

Assign check nUMBEr £ nding Balance 27254

Pay Selected Bills Cancel

pone Cancel elp =

Transactions involved in the Accounts Payable to Checks process are identified below.
A) Create the Vendor Bill. Amount is posted to appropriate expense accounts and the accounts payable account.
B) Mark the Bill Paid. The Vendor’s accounts payable is closed and a check is written and posted to the Checking register.

A) 3700-Telephone Serv-Local Expense 75.00 A) 9200-Accounts Payable 163.00
3800-Telephone Serv-Tolls Expense 88.00
B) 9200-Accounts Payable 163.00 B) 0050-Checking (Cash) 163.00
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Customize Purchase Order form
The existing purchase order form may be modified by opening the form as follows.

e Select Vendors from menu bar.
e Select Create Purchase orders.
e At top of screen, select down arrow next to Customize button.
e Select Customize Design and Layout.
e Select Customize Data Layout.
The Customized Purchase Order screen allows you to edit the Header, columns, footer, and print
options.
Additional Customization — @
Selected Template o rrevew The Basic Customization button allows
‘Custom Purchase Order Temp\ate is inactive: .

e e —— you to add Extension logo, change color
S — scheme, change font, and select Council
Sereen prmt Tie T information to appear on Invoice.

Default Title 7 7 Purchase Order il
Date 7 7 DATE H
0. o, 5 T The Layout Designer button allows you to
vendor 9 @ [vew edit the form, move text boxes or images.
Ship To 7 SHIP TO
Otherl
Terms - Select the OK button to save changes.
Due Date DUE DATE
Account Number Account #
Expected Expected
Ship Via SHIP VIA
FOB FOB
Other2 Toll
When should I check Screen or Print?
|Bas\ccustomizat\on... H Layout Designer... H 0K H Cancel ‘

A new Purchase Order form or template may be created as follows.

e Select Vendor from menu bar.

e Select Create Purchase Orders. e - =

o At top of screen, select down arrow next to &
Customize button.

e Select Manage Templates.

e Select the Download Templates button for
additional Purchase Order form designs.

e The new Template can be edited.

Template Green Rounded Fill PO
Name

Purchase Order
o

]
| [oowoeazenpiies ] [ ox ][ conee

Reports for Accurals

Since Accounts Payables (and also Receivables) are considered accured expense (income), these Bill
transactions are recorded in the month in which the transaction occurred. However, the bill may be paid in
the following month and is recorded in the checking register as a bill payment transaction instead of a
check transaction.
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When configuring a report that captures accured transactions (Accounts Receivables or Payables) i.e.
Ledger, Accounts Payable, or Monthly Income and Expense Summary reports, the following adjustments
should be made to capture the original Bill (or Invoice ) transaction.

Under the Modify Report button, Display tab
Report Basis = Accural

Under the Filters tab,
Transaction types also should include Bill, Bill Payment for Payables (Invoice, Payment, Sales
Receipts for Receivables)

Under the acccural reports,
The Bill amount is included in the Funds Class Balance Report in the month in which it was
posted. The amount also appears as Accounts Payable in the Balance Sheet Report.
When the Bill Payment is paid, it reduces Account Payable and decreases the cash (checking
register) part of the Balance Sheet Report.

The major distinction between a Report that captures accured transactions and a Report that calculates the
Checkbook (Cash) balance is the REPORT BASIS.

The exclusion of the Accounts Payable (Accounts Receivable) from the Accounts filter does not alter the
Funds Class Balance Report. However, it does eliminate the incorrect display of the negative sign for
positive class balances.

Other Reports
Vendors and Payables reports may be generated from the general QuickBooks Report menu.
e Select Reports from menu bar.
e Select Vendors and Payables.
Vendors & Payables
A/P Aging (due and overdue bills)

How much does my company owe each vendor? How much of the balance for each
vendor is overdue?

.f A/P Aging Summary

L A/P Aging Detail Which bills are due and overdue?

For the total amount owed to vendors, what proportion of that amount is overdue? (i.e.,

pfiiccounizhavabieCizph show me a graph of the information in the A/P aging summary report.)

Vendor Balances

f Vendor Balance Summary What is my company's current balance with each vendor?
,f Vendor Balance Detail What transactions make up my company's current balance with each vendor?
»f Unpaid Bills Detail How much does my company owe each vendor, and are any payments overdue?

. Transaction List by Vendor What transactions has my company had with each vendor?

A Quick Report for Accounts Payable may be created.

e Open the Balance sheet report (Reports, Company and Financial, Balance Sheet Standard.)
Remember: your report must be set to Accured Report basis for the Account Payable to disiplay.
See section, Configuring Reports for Accurals.

e Double click on the Accounts Payable amount.

e Set the Date range to ALL to see a history of accounts payables, or enter a specific date range.

Purchases Reports
e Select Reports from menu bar.
¢ Select Purchases
e An Open Purchase Orders reports is recommended.
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