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Preface

FROM THE PUBLISHER

For individuals and small businesses, QuickBooks® is very
popular because it is one of the easiest accounting software
programs available. Learning how to use QuickBooks is even
easier with this textbook, which includes hands-on practices
and a CD-ROM with tutorial and problem templates for each
chapter.

Using this text, you will gain confidence in every aspect
of QuickBooks by trying out each feature as you complete
problems and simulations of a “real” business. The well-illus-
trated text includes step-by-step instructions in the
hands-on computer tutorials, which provide you with the
practical experience needed to achieve operating skill. You
will want to keep this text for reference, and will come back
to consult its comprehensive appendix, valuable index, and
helpful glossary of terms again and again.

The package was developed by Douglas Sleeter, a lead-
ing educator on QuickBooks, along with a consulting team
of accounting teachers, business computer specialists, and
prominent industry systems managers. In short, this text-
book provides you with the tips of the trade by those who
know how a business works.

FROM THE AUTHOR

On behalf of our whole team at The Sleeter Group, I would
like to thank you for purchasing this text.

We work very hard each year to make Introduction to
QuickBooks® Pro 2002 as understandable, complete, and rel-
evant as possible, and we believe that after completing your
study in this book you will be prepared to apply your
QuickBooks skills as a bookkeeper or as the owner of a small
business.

Throughout the text, we've tried to include as many
real-world transactions and situations as possible, so you'll
have a chance to work through problems before you con-
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front them out there in the business world. Also, we've included many
unique and innovative data entry methods to help you streamline your
bookkeeping and to ensure the most accurate financial information pos-
sible. We hope to save you valuable time in your business by giving you
the advantage of our many years of experience with QuickBooks.

I would also like to extend my thanks to the following people for
their contributions to this book:

Joe Woodard really made the 2002 edition possible. He dedicated
countless hours to rewriting sections of the text, contributing ideas, and
testing the material in actual classroom situations. I can’t express how
grateful I am to him.

Joe Reed contributed significantly to the end-of-chapter exercises
and case studies. Donna Sobzak proofed much of the early text and pro-
vided support throughout the project. Sherrill, my wife, kept our
business running with little help from me, and Thomas, my son, put up
with my frequent, though reluctant, absences from our family life.

I would also like to thank the reviewers: L.T. Herrman devised the
real world simulation. Cindy Calvin and Doug Buhrer created the glos-
sary. Victoria Pavlik (Ohio State University) developed many of the
end-of chapter questions.

Also, I have to thank the editor, Vi Brunson at Glencoe/McGraw-
Hill. She kept us all on schedule and made countless suggestions for
improving the quality of the book. She is a joy to work with and she
provided valuable assistance and support throughout the project. I could
not have done this without great support from her.

Copyright © 2003 Glencoe/McGraw-Hill.
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PROGRAM RESOURCES

Student Textbook

The textbook consists of 10 chapters that address several accounting
and QuickBooks topics. Each chapter is designed to aid understanding,
by providing a list of objectives, numerous hands-on tutorial practices,
key terms, a chapter summary, and many sidebar features. The end-of-
chapter applications include review questions, problems, workplace
applications, and a case study, all of which focus on the way QuickBooks
functions in the business environment. Additional practice can be found
in the Millennium Simulation. At the end of each chapter, you will find
information about helpful Web sites in the Internet Connection feature.

The textbook includes a CD-ROM with tutorial and problem tem-
plates for every chapter and the simulation. By performing the tutorial
and problem steps, students gain hands-on experience with the topics
discussed in the chapter.

Academy Glass, Inc. is the model company used throughout the
chapters. Students will perform computer practices and solve problems
based on the day-to-day operations of this small corporation.

Chapter 1 provides an overview of accounting basics and of the
QuickBooks software. Chapters 2 through 9 introduce the QuickBooks
approach to fundamental accounting concepts, procedures, and func-
tions, such as Accounts Receivable, Accounts Payable, Cash Receipts,
Inventory, Reconciliations, Job Costing, financial reports, Payroll and
others. Chapter 10 guides the student through setting up a company.

Following the tutorial chapters, there is a Business Simulation exer-
cise called the Millennium Financial Planning Business Scenario, which
provides additional “real business” practice through a much broader
range of accounting transactions. The Appendix contains information
helpful to the student, such as the QuickBooks accounts and menus, and
keyboard shortcuts, and also provides the student with detailed instruc-
tions on how to back up QuickBooks data files. The Glossary provides a
list of definitions for several accounting and QuickBooks-specific terms,
and the Index provides comprehensive coverage of terms and topics.

Instructor Manual

This manual contains preparation guidelines to teach the course, teach-
ing strategies, answers to Comprehension Questions, Multiple-Choice
Questions, Completion Statements, Workplace Applications and Case
Study questions. It also provides printouts of the solutions to the prob-
lems and a CD-ROM that includes the solution templates for all problems
in the textbook. The Instructor Manual also provides a test bank of mul-
tiple-choice questions with answers.

Copyright © 2003 Glencoe/McGraw-Hill.
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PowerPoint Presentations

The PowerPoint Presentations are available in a separate CD-ROM pack-
age. These 10 concise, full-color presentations (one for each chapter) list

chapter objectives, important topics with figures, key terms, and com-
prehension questions.

The PageOut" Distance Learning Tool

PageQut® is McGraw-Hill's custom course website management tool. It
allows you to build online courses, add your own content, integrate this
textbook content, post announcements, upload files, create quizzes,
build a syllabus, hold discussions and maintain a gradebook. You can
learn more about PageOut® at www.pageout.net.

The Introduction to QuickBooks® Pro 2002 PageOut® template and its
course material, syllabus, test bank and chapter readings is available for
customization to meet the individual teaching needs of each instructor
from the McGraw-Hill PageOut® Library at the PageOut® Web site. Simply
select “author” from the “Search by” pull-down menu, and type in the
author’s last name to see a list of the author’s book titles. When you see

the book title you are interested in, click on that link for the listing of
McGraw-Hill Library Course Web sites.

Copyright © 2003 Glencoe/McGraw-Hill.
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CHAPTER

Introducin
QuickBoo

OBJECTIVES

After completing this chapter,
you should be able to:

1 Describe the features in
QuickBooks.

2 Understand how the
menus and Navigation
System work.

3 Describe the process of
entering transactions.

4 Understand the function
of Items.

Copyright © 2003 Glencoe/McGraw-Hill.

use in managing your business. It is much more
than a bookkeeping system. It's a management
tool. When set up and used properly, QuickBooks provides
you with detailed information that is essential to making
good business decisions. Throughout this book, you will find
tips from the experts on how to set up and use QuickBooks
to properly provide managers with the information needed
to make informed business decisions.
This chapter teaches the basic functions of QuickBooks
Pro 2002. You'll be introduced to a sample business called
Academy Glass, which is used throughout the book to teach
the examples.

Q uickBooks is one of the most powerful tools you'll
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ACCOUNTING 101

Before you begin learning about how QuickBooks can help you manage
your business better, let’s look at two questions that will prepare you for
managing in this way. After all, you probably would not do anything
else in your business without understanding why you are doing it, what
the benefits are, and what it entails.

The two questions are:

“On what does accounting focus?” and
“Why do I need to do it?”

The answers are not, as you might suppose:
“Money” and
“Because the IRS makes us do it.”

Accounting’s Focus

Accounting is primarily concerned with accurately counting wealth or
net worth. Put another way, accounting’s focus is on whether your
organization is succeeding and how well it is succeeding.

Your organization’s purpose includes a lot of different goals, but
among them is producing a net worth, or equity in excess of the cost of
operations. This goal is true whether your organization is for-profit or
not-for-profit. The difference is that the former has a primary goal of
producing profit; the latter needs a profit to continue operations.

Both kinds of organizations need to replace or upgrade equipment,
provide income and raises for staff, or invest money to safequard against
shortfalls in income. The examples in this book are about a for-profit
company called Academy Glass, but the same need for information and
tracking would exist in a not-for-profit organization.

Accounting allows all kinds of organizations to assess their position
relative to both current and future obligations (liabilities), current capa-
bilities to meet those obligations and continue operations (assets), and
the difference between them (net worth or equity). The fundamental
equation, called the accounting equation, that governs all accounting is

Assets = Liabilities + Equity
or Equity = Assets - Liabilities.

Seems pretty simple, so why do we need a software package to
handle it?

Accounts, Accounts, Everywhere Accounts

Many factors go into making an organization work. Money and value are
attached to everything that is associated with operating a company—
equipment, rent, utilities, salaries and wages, raw materials,
merchandise, and so on. For an organization to understand its equity,
the money needed has to be counted, summed, and balanced according
to the rules of accounting.

Copyright © 2003 Glencoe/McGraw-Hill.
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Different categories of value are usually tracked separately in dif-
ferent records or ledgers, called accounts. The summary of all ledgers in
a company is the General Ledger, which is the record of everything that
happens to money and valuable items in the company. Another term
associated with the General Ledger is the “Chart of Accounts.” This chart
lists all the accounts in the company. The list is sorted by type: assets
first, followed by liabilities, equity, income, and expenses.

Each account represents something that increases or decreases the
equity in your organization. (That’s the accounting equation again.) So
a picture of your accounts is a picture of your organization.

Loan Interest

Rent

Wages

A
Al

Capital Equipment >

Tracking all the accounts in your organization can be time-consum-
ing unless you have help. That is where QuickBooks comes in.
QuickBooks allows you to manage a much larger number of accounts
than you could manage manually in the same amount of time. This
means you can get timely information with enough detail to allow you
to manage your organization and know what you can and cannot do in
the future.

You still need to be careful to set up only those accounts that are
really informative to the managers of the company. So, you may track
major income categories individually, and you may group less significant
ones into one account.

Back to the accounting equation. Every account is either an asset
account, a liability account, an income account, an expense account, or
an equity account. (Income and expense accounts are tracked through-
out the year and are used at the year-end to calculate net income, which
increases equity.) Adding up the values of all the accounts in each cat-
egory lets you know what the overall value is in each category and the
overall value of your organization.

Adding up the values of all the accounts also lets you know whether
you entered all the information correctly. That is because the account-
ing equation for your organization will not work if there are errors in an
account. If you enter $1,000 too much in an asset account and do not
also show a $1,000 increase (or decrease) in another account, the
accounting equation will be $1,000 out of balance.

The good news is that QuickBooks will not allow you to make a mis-
take like this. If you try to enter a transaction that doesn’t balance,
QuickBooks won't let you store it.

Copyright © 2003 Glencoe/McGraw-Hill.
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Double-Entry Accounting

Sooner or later, someone will ask if you are using double-entry account-
ing. The short answer is yes, as long as you are using QuickBooks.

Double-entry accounting is a technique that looks at each account
as having two sides—one side is a record of transactions that increase
the account, and the other side lists all transactions that decrease the
account. One side is for debits, and the other is for credits. Depending
on the type of account, a debit might increase the account or decrease
it. The same is true of credits. So debits are not always bad and credits
are not always good. They are just part of a method of accounting.

In double-entry accounting, every transaction creates a debit in
one or more accounts and a credit in one or more accounts. That is why
it is called double-entry accounting. If the debits and credits for any
transaction are not equal, an error has been made. The goal is to be sure
that transactions are recorded accurately with respect to the account-
ing equation.

Fortunately, QuickBooks handles this for you. Every transaction you
enter in the program automatically becomes a debit to one or more
accounts and a credit to one or more other accounts. Thus you can focus
on entering transactions by filling out forms like invoices and checks, and
the program takes care of the rest. It also means you can create reports
that show the transactions in the full double-entry accounting format.

Accounting for the Future: Cash or Accrual?

Another critical aspect of accounting is managing for the future. Many
times, your organization will have assets and liabilities that you know
about but are not due yet. For example, you may have sold something
to a customer and sent an invoice, but the invoice is not yet paid.
Also, you may have a bill for electricity that has been received but is
not yet due.

A good accounting system tracks these and uses them in evaluating
a company’s equity. This is called accrual accounting because the liabil-
ities and assets are entered when you know about them, and they are
used to identify what you need on hand to meet future obligations, both
current and known.

Although certain types of organizations can use a cash accounting
method instead (many are not allowed to do so under IRS regulations), the
accrual method provides the most accurate picture for your organization.

In the cash method, you do not log transactions until cash changes
hands. So a sale is not recorded until the customer pays the bill, and a
utility bill is not recorded until you write the check. You have to use a
system outside your accounting program to track transactions such as
open invoices and unpaid bills. Also you cannot generate a complete
picture of your organization’s status without going to several places to
find information.

In contrast, the accrual method provides the most complete picture
of the business operation.

QuickBooks can provide reports for either method, so everything
you learn about the program will work for you regardless of the method
you use for taxes. You should check with your tax accountant to deter-
mine which method is best for you.

Copyright © 2003 Glencoe/McGraw-Hill.
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Your Focus

Letting QuickBooks handle the “accounting behind the scenes” means
that you can focus on your organization and identify the important fac-
tors that will help you succeed. Once these factors are identified, use
QuickBooks to monitor them and provide information that will guide
you in managing your operations.

As you think through the examples with Academy Glass, ask your-
self what parallels you see to your own organization. Certainly, areas
such as salaries, utilities, equipment, and others will be part of your
setup; but the names and specifics of the accounts, items, lists, and
forms will be different.

WHAT IS QUICKBOOKS?

. A full-featured accounting program that’s very powerful and easy to use
. A double-entry accounting system

. An estimating, invoicing, and accounts receivable system

. A bill paying, check printing, and accounts payable system

. A purchase order and inventory management system

. A job-costing system

. A sales tax tracking system

. A time tracking and billing system

. A payroll system

COoONOTULIES WN =

With all of these features, QuickBooks provides nearly everything
required by most small businesses. It is so easy to use, it has become the
most popular accounting package on the market. While it may not be
perfect for every business, it is by far the most widely used.

Updating QuickBooks Releases

Occasionally, errors are found in the QuickBooks software after the prod-
uct is released for sale. As errors are discovered, Intuit fixes the problem
and provides program “patches” via the Internet. Each patch increases
the Release Level of the QuickBooks application. To see what release
level of the software you have, press <Ctrl+1> (or <F2>) while
QuickBooks is running.

This textbook is based on QuickBooks Pro version 2002, release 2
and higher. To patch your software with the latest maintenance release,
download the latest release by selecting the File menu and then choos-
ing Upgrade QuickBooks. Follow the instructions on these screens to
download and install maintenance releases in QuickBooks via the
Internet. This task requires Internet access. Ensure that your Internet
Connection Setup settings from the Help menu are configured correct-
ly to enable you Internet access from within QuickBooks.

If you do not have access to the Internet to update QuickBooks with
release 2 or higher, you may see some minor differences between the
screens displayed in the textbook and on your screen. All of the func-
tions of QuickBooks will be the same, except for the bank reconciliation
reports and the payroll tax calculations.

Copyright © 2003 Glencoe/McGraw-Hill.
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About QuickBooks Files

QuickBooks has two primary types of files: Data files and Backup files.
A QuickBooks data file name always ends with “.QBW” and a QuickBooks
backup file name always ends with “.QBB.” For example, if you name
your company file ABC, QuickBooks will store the data file on disk as
“ABC.QBW”, When you backup your company file using the QuickBooks
Backup function, QuickBooks will store your backup file with the name
“ABC.QBB.” The letters after the dot (.) are referred to as the file exten-
sion. This extension (e.g. QBB, QBW, DOC, etc.) is used by Microsoft
Windows to associate files with the appropriate application program.

With QuickBooks, you can only enter data or create reports in a
data file with the “.QBW” extension. From inside the QuickBooks pro-
gram, you can “Open” data files (QBW files), but you must “Restore”
backup files (QBB files) and convert them into data files (QBW files)
before you can use them.

WORKING WITH THE TUTORIAL AND PROBLEM
TEMPLATES

Copying the Template Files from the CD-ROM

QuickBooks tutorial and problem templates are located on the CD-ROM
in the back of this book. These files are used for the computer tutorial
practices and the end-of-chapter problems.

To easily access these files while working with the textbook, you
can create a folder on the server called “QuickBooks Class Files” and
copy all of the files from the CD-ROM into this directory.

Tutorial Template Files

In the beginning of each chapter, the Restore This File box instructs you to
restore the tutorial template for that chapter (for example, Chapter 1.QBB)
to use for the computer tutorial practices. These practices are identified in
the textbook with the words “COMPUTER TUTORIAL” and a computer icon.
You will use the same tutorial template to complete all computer tutorials
throughout the chapter. You restore the template files by following the
steps in the Restoring Backup Files section on page 7. The tutorial templates
are QuickBooks backup files, which you can ONLY RESTORE but you cannot
open. Once the file is restored, then you can open it.

Problem Templates

Before you start working on a problem at the end of each chapter, you
will be instructed to restore the template file for that problem. You will
use these templates to do the problems at the end of every chapter. Each
problem usually has its own template (for example, Problem 2-1.QBB).
The problem templates are backup files, which you can ONLY RESTORE,
but you cannot open. Once the file is restored, then you can open it.

Copyright © 2003 Glencoe/McGraw-Hill.



