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Objectives

After completing this chapter, you should be able to:
¢ Reconcile your checking account (page 136)
o Create bank reconciliation reports (page 142)
e Find errors during reconciliation (page 144)
o Correct errors found during reconciliation (page 146)
s Make corrections when QuickBooks automatically adjusts the balance in a bank account
(page 147)
e Handle bounced checks (page 147)
¢ Reconcile credit card accounts and record a bill for later payment (page 153)

o Improve efficiency with Online Banking (page 155)

_:Restor';e this _Fille' '

This chapter uses BankRec-13.QBW. To open this file, restore the BankRec-
13.QBM file to your hard disk. See page 8 for instructions on restoring files.

As you write checks, withdraw money, make deposits, and incur bank charges, these
transactions are recorded in QuickBooks. Then, at the end of each month, you must compare
these transactions with your bank statement to ensure that each QuickBooks transaction
matches the bank'’s records.

This process is called reconciling. It is a very important step in the overall accounting process
and its primary goal is to ensure the accuracy of your accounting records,

In addition to reconciling bank accounts, you can also reconcile other accounts, such as credit
card accounts, using the same process. For example, if you track each credit card transaction
(charges, payments, interest charges, etc.) in a separate credit card liability account in
QuickBooks, you should reconcile your QuickBooks credit card accounts with your monthly
credit card statement,

In fact, you can reconcile almost any Other Current Asset, Fixed Asset, Credit Card, Other
Current Liability, Long Term Liability, or Equity account using the same process presented in
this chapter. However, even though QuickBooks allows you to reconcile many accounts, the
primary accounts you'll reconcile are bank and credit card accounts since these types of
accounts always have monthly statements.

In this chapter, you'll learn how to reconcile bank and credit card accounts, as well as how to
find and correct errors in the reconciliation process.
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136 Bank Reconciliation - Reconciling Bank Accounts

Bank Accounts

Reconciling

Figure 5-1 shows Academy Photography's bank statement for the checking account as of
January 31, 2017. Before reconciling the account in QuickBooks, make sure you've entered all
of the transactions for that account. For example, if you have automatic payments from your
checking account (EFTs) or automatic charges on your credit card, it is best to enter those
transactions before you start the reconciliation.

Business Checking Account
Statement Dale: January 31, 2017 Page 10of 1
Summary:
Previous Batance as of 12/31/16: $ 14,384.50
Total Deposits and Cradits: + $ 3,386.02
Tolal Chacks and Debifs: -8 12,345.60
Statement Balance as of 1/31/17: 2§ 542492
Deposits and Other Credits:
DEPOSITS INTEREST
Dale Deseription Amount  Dale Bascripion Amount
22-Jan  Cuslomer Deposit 3 24854  31-Jan _ InbrestEarned $ 8.62
30-Jan Cuslomer Deposit 5 1,850.00 Interest: $ 8.62
31-Jan Cusiomer Deposit $ 1,177.86
3 Deposits: § 3,377.40
Checks and Other Withdrawals:
CHECKS PAID: OTHER WITHDRAWALS/PAYMENTS
Check No Date Paid Amount  Dale Bescription Amount
325  2-Jan $ 465.00  31-Jan  Transkr $ 8,000.00
326 7-Jan $ 276.52 2 Other Withdrawals/Payments: $ 8,000.00
327 10-Jan $ 128.60
6001**  10-Jan $ 3,200.00
6003**  25-Jan $ 142,00  SERVICE CHARGES
6004  26-Jan $ 12348  Dabe Description Amount
6 Checks Paid; § 4,335.60  3t-Jan  Service Charge $ 1000
1 Service Charge: $  10.00

Figure 5-1 Sample bank statement

COMPUTER PRACTICE

Using the sample data file for this chapter, follow these steps to reconcile the QuickBooks
Checking account with the bank statement shown in Hgure 5-1.

Step 1. Before you begin the reconciliation process, first review the account register to verify
that all of the transactions for the statement pericd have been entered (e.g.,
deposits, checks, other withdrawals, and payments), You don’t need to record the
“bank-originated” transactions such as interest received and bank charges, because
these transactions are recorded during the reconciliation process.

Bank Reconcillation — Reconciling Bank Accounts




Bank Reconciliation — Reconciling Bank Accounts 137

The Academy Photography sample data file for this section already has the deposits,
checks, other withdrawals, and paymehts entered into the register.

Step 2. If the Home page is not already open, select the Company menu and then select
Home Page.
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Figure 5-2 The Home Page
Step 3. Click the Reconcile Icon on the Banking section of the Home page (see Figure 5-2),

Select an account o reconcile, and then enter the ending balaace from your account stalement.

Account 1{!1600heckmg TS 1astrecondiled on 1243112015,

Statement Date 013107 B

Beginning Batznce 14,284.50 Whatif sy beginning balance deesnt malch my staterment?
Ending Balance T s anag

Enter any sevice charge or inferest earned.

Senice Charge Dafe Account Class
013017 B 60400 - Bank Senice Charges = Overhead
intesest Eamned  Dale Account Class
862 0UIIR0TF & 70200 - Interest Income ~  Overnead
‘ Locate Discrepancies | E Undo Last Reconciliation ! Cance) E
Figure 5-3 Begin Reconcifiation window
Step 4. In the Begin Reconciliation window (see Figure 5-3), the Account field already shows

Checking. The account drop-down list allows you to select other accounts to
reconcile, however since Checking is the account you're reconciling, you don’t need
to change it now. Press Tab.

Step 5. Leave 01/31/2017 in the Statement Date field and press Tab.

The default statement date is one month after your last reconciliation date, Since this

Bank Reconciliation - Reconciling Bank Accounts
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138 Bank Reconciliation - Reconciling Bank Accounts

account was last reconciled on 12/31/2016, QuickBooks entered 01/31/2017. Before
proceeding to the next field, confirm that this date matches your bank statement
date. Correct it if necessary.

Tip: T
If your bank does not date statements.at the end of the
change your statement date to the end of the month “This ma
match the bank staternent with your month- end reports in Qu1cka_ Ks.::

Step 6. Look for the Previous Balance as of 12/31/16 on the bank statement (see Figure 5-1).
Compare this amount with the Beginning Balance amount in the Begin Reconciliation
window (see Figure 5-3). Notice that they are the same.

Note: L
QuickBooks calculates the Beguming Balance field in the Begm Reco _
window by adding and subtracting all previously reconciled transactior
“beginning balance does not match the bank statement, you: probably ma
changes to previously cleared transactions. See Finding Errors DzmngB
Reconciliation on page 144 for more information. s

Step 7. Enter 5,424.92in the Ending Balance field. This amount is the Statement Balance as of
1/31/17 shown on the bank statement in Figure 5-1, Press Tab.

Note:
If you already recorded bank charges in the check register, sk1p Step 8 through

Step 11 to avoid duplicate entry of the charges.

Step 8. Enter 70.00 in the Service Charge field and press Tab.

If you have any bank service charges or interest earned in the bank account, enter
those amounts in the appropriate fields in the Begin Reconciliation window. When you
enter these amounts, QuickBooks adds the corresponding transactions to your bank
account register,

Step 9. Leave 01/31/2017 in the Date field and press Tab.

The default date for the service charge is one month after your last reconcifiation.
Since this account was last reconciled on 12/31/2016, QuickBooks entered
01/31/2017. Before proceeding to the next field, confirm this date matches your
hank statement date. Correct it if necessary.

Step 10. Select Bank Service Charges from the Account drop-down list and press Tab.

Each time you reconcile, this field will default to the account you used on the last
bank reconciliation. Confirm that this is the correct expense account before
proceeding to the next field.

Step 11. Select Overhead from the Class drop-down list and press Tab.

Note: S - p .
If you already recorded interest income in the check register sklp Step 12 -
through Step 15 to avoid duplicate entry of the interest income.

Bank Reconciliation — Reconciling Bank Accounts
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Step 12.
Step 13.
Step 14,
Step 15,

Enter 8.62 in the Inferest Earned field and press Tab.

Leave 01/31/2017 in the Date field and press Tab.

Select Interest Income from the Account drop-down list and press Tab.
Select Overhead from the Class drop-down list and click Continue.
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Step 16.

Step 17.

Step 18.

Figure 5-4 Reconcile — Checking window

At the top of the Reconcife — Checking window (see Figure 5-4), check the box labeled
“Hide transactions after the statement ending date”.

I-F. Hide transaciions afer the siatement's end dale j

This removes transactions dated after the statement date from being displayed on
the screen. Since they could not possibly have cleared, this simplifies your life so you
only have to look at transactions that coufd have cleared the bank as of the statement
date,

In the Deposits and Other Credits section of the Reconcile — Checking window, match
the deposits and other credits on the bank statement (see Figure 5-1 on page 136)
with the associated QuickBooks transactions, Click anywhere on a line to mark it
cleared, The checkmark ( v ) indicates which transactions have cleared.

In the Checks and Payments section of the Reconcile — Checking window, match the
checks and other withdrawals on the bank staternent with the associated QuickBooks
transactions.

Notlce

Tip: s

you marked 1n error

that ¢ uzckBooks calculates the SUm of your marked
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Tip: S BT
You can sort th‘e c‘olumn's in the Reconcile - Chécking

Select the fields you wovld like to have displayed when recondling.

CHECKS & PAYMENTS . .. DEPOSITS AHD OTHER CREOITS.........
Check#[Relt /Checkt/Reft
i.r’Data fData ‘
'/ Payee Fayee

Mermo Hemo

Tipe - e

Figure 5-5 Customizing the Bank Reconciliation with Columns to Display

Step 19. After you've marked all the cleared checks and deposits, look at the Difference field, It
should be 0.00, indicating that your bank account is reconciled.

If the Difference fleld is not zero, check for errors. For help in troubleshooting your
bank reconcillation, see finding Errors During Bank Reconciliation on page 144.

/Tip: : " : L
If you need to walt uniﬂ another nme to complete the bank Ieco 1at10n, you

-can click Leave. When you chck Leave, QuickBooks will save alI of:your ¢ nges'--
0 you can complete the reconciliation later.

Step 20. If the Difference field is zero, you've successfully reconciled. Click Reconcile Now. If
you see a window offering online banking, click OK to ciose.

Note: '
1t isvery. 1mp0rtant that you do not click Reconcile Now unless heDifferenice
“field shows 0.00, Doing so will catise dzsc:epanmes in your accounting ecords
See page 147 for more info;:matlon. &

Step 21. The Select Reconciliation Report dialog box displays. The Both option is already
selected, so click Display to view your reports on the screen (see Figure 5-6).

Bank Reconciliation — Reconciling Bank Accounts
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Congratutations! Your accountis batanced A marked ftems
have been deared in the accountregister.

Selecithe type of recondtiation repaitxordlikein s68 e
Click on Print to
print out the
report for your

3} Summary
Q Detaill
@ Boln

Toview This repoit at afates ime, s&T8R

Figure 5-6 Select Reconciliation Report window

Step 22, Click OK on the Reconciliation Report window.

Step 23. QuickBooks creates both a Reconciliation Summary report (Figure 5-7) and a
Reconciliation Detail report (Figure 5-8). The length of the detail report will depend
upon how many transactions you cleared on this reconciliation and how many
uncleared transactions remain in the account.
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Figure 5-7 Reconciffation Summory report
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figure 5-8 Reconciliation Detail report

Step 24. Close all open report windows.
Bank Reconciliation Reports
Each time you complete a bank reconciliation, QuickBooks walks you through creating a bank

reconciliation report for that reconciliation. You can recreate your bank reconciliation reports
at any time by following the steps below.

Note:
If you are using Qu1ckBooks Fro you can create Bank Reconcﬂlatlo d
the. most recently reconciled month-only. quckBooks Premler allows _
VleW and print bank reconciliation reports for all bank reconciliations petformed:
using QuickBooks versions 2002 or later. The examples and scréenshotsinthis:
section apply to QuickBooks Premier.

COMPUTER PRACTICE

Step 1. From the Reports menu select Banking and then select Previous Reconciliation. The
Select Previous Reconciliation Report window displays (see Figure 5-9).

Step 2. Confirm that Checking Is selected in the Account field.

If you have more than one bank account, you can select another bank account using
the Account drop-down list.

Step 3. Confirm that 01/31/2017 is selected in the Statement Ending Date field,

QuickBooks automatically selects the report for your most recent bank reconciliation.
You can select another report by highlighting the statement date in this section.

Step 4. Confirm that Detail is selected in the Type of Report section.

Step 5. Confirm that Transactions cleared at the time of reconciliation in the In this report,
include section is selected. When you select this option, QuickBooks displays an
Adobe Acrobat PDF file with the contents of the reconciliation report, The Acrobat
(PDF) report does not include any changes you may have made to reconciled
transactions. See Figure 5-9,

Bank Reconciliation — Bank Reconciliation Reports




Bank Recenciliation - Bank Reconciliation Reports 143

Account Type ofRepo
[10100-Checking  ~ ] ¢ Samma

Select the date of the |
previously reconciled bank | |

® Detait
Statement&‘ndlng Date cpen | statement that you would
e TR like to view

1213172016 ! Tn His repart, indude e s G e
1273772014 E ) ‘Transaclions cfeared atihe lime of reconciliafion.
191312010 | * (Reportls displayed as a FOF fils)
1213172008 3 e Transadions claared plus any changes made lo

~ hose ransaclions since the reconciliation

i

|

Cancel

Figure 5-9 Printing a Previous Bank Reconciliation

Step 6. Click Display to view your bank reconciliation reports on screen.

If your screen does. not show the Balance coiumn in the wmdow shown o
Flgure 5-10;" -you need to.set your Printer Setup settings to fit the report to 1.page .
‘wide: before you perform the bank recongiliation. This is because ) ites
‘the Ieport when you finish the. :econmhatlon and uses. the settlhgs m your e
1nter Setup to determlne how to lay out the page ' : E

-'If- you have already created the report, you can undo the reconuhatlon (see. page ‘-
145) and then select Printer Setup from the File menu. When the Printer setup =
-window displays, select Report from the Formi Name drop down list-At the -
bottom of the window you can check the Fit report to option and énter:1 for the
number of pages wide you want reports to display, as illustrated below, . .

& Fitreport to 1 page{s)vide

Bank Reconciliation — Bank Reconciliation Reports
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Figure 5-10 Adobe Acrobat (PDF) bank reconciliation report — your screen may vary

Step 7. Close the Reconciliation Detall report.

Note: L
If you prefer to create a normal QuickBooks reconciliation report (as opposed to_ -
an Acrobat PDF report), select the option, Transactions cleared plus any. changes
made to those transactions since the reconciliation in Step 5'above; -

Finding Errors During Bank Reconciliation

If you have finished checking off all of the deposits and checks but the Difference field at the
bottom of the window does not equal zero, there is an error {or discrepancy) that must be
found and corrected. To find errors in your bank reconciliation, fry the following steps:

Step 1: Review the Beginning Balance Field

Verify that the amount in the Beginning Balance field matches the beginning balance on your
bank statement, If it does not, you are not ready to reconcile. There are two possibilities for
why the beginning balance will no longer match to the bank statement:

1, One or more reconciled transactions were voided, deleted, or changed since the last
reconciliation; and/or,
2. The checkmark on one or more reconciled transactions in the account register was
removed since the last reconciliation.
To correct the problem you have two options:

Option 1: Use the Reconciliation Discrepancy Report to Troubleshoof

Review the report for any changes or deletions to cleared transactions, The Type of Change
column shows the nature of the change to the transaction. Notice on the first line that a user
deleted a cleared check. On the second line of the report a user changed the amount of a
check.

Bank Reconciliation — Finding Errors During Bank Reconciliation
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usfomize Report | Share Template - Memorize ; Piint ' Emal v Excel v | Hide Header |
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Figure 5-11 Reconcifiation Discrepancy report

1. For each line of the report with “Deleted” in the Type of Change column, re-enter the
deleted transaction. Then, use the Bank Reconcillation window to re-reconcile the
transaction that had been deleted.

2. For each line of the report with “Amount” in the Type of Change column, double-click
the transaction in the Reconciliation Discrepancy report to open it (i.e., QuickZoom).
Then, change the amount back to the reconciled amount, _

After returning all transactions to their original state (as they were at the time of the last

reconciliation}, you can then proceed to investigate whether the changes were necessary, and

if so, enter adjustment transactions.

Option 2: Undo the Bank Reconciliation

The Previous Reconciliation Discrepancy teport only shows changes to cleared transactions since
your most recent bank reconciliation. If the beginning balance was incorrect when you
performed previous bank reconciliations, the Previous Reconciliation Discrepancy report will not
fully explain the problem, .

If this is the case, the best way to find and correct the problem is to undo the previous
reconciliation(s).

Selact an sooeunt fo reconcie, andthen enter e ending balance from your agcount statament.

Acoount {10100 - Chetking ~ | lastrecondiied on 01312047,
SfalemeniPale 3'6éf2'éréu'1:f E
Beginning Balance 862492 V/hatilmy teginning valancy dessnt match my stalement?
- - S — Iy
Fno Retence Cick the Locaie Discrepancies button to
Enler 2ny sendce charge of inferest earned. _ | access the Undo Reconclifation optlon.
SendceChargs  Daje o hocaunt ’ Class .
800 omEav B, 60400 BankSenfes Charges  ~ | rvemead v |
inlerestEamed  Dale # Account Class
006 02wt B 70200 Iterestincome v Ovwethead v

; Locate Disceepancles Undo Last Reconciliation Cancet H - Help }

Figure 5-12 Begin Reconcifiation window
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figure 5-13 locate Discrepancies window

Note: SRR R E SO e
When: you undo,a reconciliation, QuickBooks resets your:beginning balance to..:
.the previous period, However, the bank service charges and interest income that
you entered in the prior reconciliation will remain in the check register and will -
notbhe deleted. S

T herefore, do not enter bank services charges and 'irifer_ééi_ mcome when e
repeating the bank reconciliation. Instead, clear those transactions along with

the other checks and deposits when you re:reconcile the account.

Step 2: Locate and Edit Incorrectly Recorded Transactions

When you find a discrepancy between a transaction in QuickBooks and a transaction on the
bank statement, you need to correct it. You will use different methods to correct the eITor,

depending upon the date of the transaction.

Correcting or Voiding Transactions in the Current Accounting Period

If you find that you need to correct a transaction in QuickBooks and the transaction is dated
in the current accounting period (i.e., a period for which financial statements and/for tax
returns have not yet been issued), correct the error as described in the following paragraphs.

If You Made the Error

If you made an error in your records, you must make a correction in QuickBooks so that your
records will agree with the bank. For example, if you wrote a check for $400.00, but you
recorded it in QuickBooks as $40.00, you will need to change the check in QuickBooks.
Double-click the transaction in the Reconcile window, or highlight the transaction and click
Go To. Make the correction, and then click Save & Close, This will return you to the Recorcile
window and you will see the updated amount,

If the Bank Made the Frror

If the bank made an error, enter a transaction in the bank account register to adjust your
balance for the error and continue reconciling the account. Then, contact the bank and ask
them to post an adjustment to your account. When you receive the bank statement showing
the correction, enter a subsequent entry in the bank account register to record the bank’s

Bank Reconciliation - Finding Errors During Bank Reconciliation
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adjustment, This register entry will show on your next bank reconciliation, and you can clear
it like any other transaction.

For example, Figure 5-14 displays a check register with an adjusting entry of $90.00 on
1/31/2017 where the bank made a deposit error during the month, The $90.00 shortage is
recorded on the Payment side of the check register so that the register will reconcile with the
bank statement. Subsequently, another adjusting entry is made on the Depositf side of the
check register to record the bank’s correction of the previous month’s deposit. The $90.00
deposit will show on February’s bank statement and can be cleared during the reconciliation
process, Notice that botli adjusting enfries in the register are recorded to the same account,
Reconciliation Discrepancies.
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F.rgure 5-14 Adjustmg entries for bank depos:t error
Voiding Checks and Stop Payments
When you find a check dated in the current accounting period that you know will not clear
the bank (e.g., if you stop payment on a check), you will need to void the check. Double-click

the check from the Reconcile window. Select the Edit menu and then select Void Check.
Click Save & Close to return to the Reconcile window.

When QuickBooks Automatically Adjusts your Balonce

If the difference is not zero when you click Reconcile Now in the Reconcile window,
QuickBooks creates a transaction in the bank account for the difference. The transaction is
coded to the Reconcilintion Discreparcies expense account. You should not leave this
: transaction in the register, but research why the discrepancy exists and propeily account for
t it. A balance in this account usually indicates an over- or under-statement in net income.

Handling Bounced Checlts

Banks and accountants often refer to bounced checks as NSF (non-sufficient funds)
transactions. This means there are insufficient funds in the account to cover the check,

iVhen Your Customer’s Check Bounces

If your bank returns a check from one of your customers, enter an NSF {ransaction in the
banking account register.
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For example, Bob Mason bounced the check #2526 for $1,177.86 and the bank charged the
Company $10.00. Complete the steps below to complete the NSF transaction.

COMIPUTER PRACTICE

Step 1. Open the Checking check register.

Step 2. If necessary, choose Date, Type, Number from the Sort by drop down list at the
bottom of the register,

Step 3. Enter two transactions, both dated 2/8/2017, as shown in Figure 5-15 — one for the

amount of the check that bounced and one for the fee charged by the bank.

Notice that the bounced check is coded to Accounts Receivable, This transaction
creates a receivable from the customer that will show in your A/R reports and
customer Statements until the customer repays you.

DEFOSH | BALANCE

020812017 {Bounce 2887921 B

i]émmui?m Bounce _
L 1000 - Accounts Recelvable  Bounced Check

Figure 5-15 Add two transactions to your Checking register

o — T -
If the bounced check was riof a payment for one of your _:I';_i__t}tjigi'_e'sf'(i._'_e.', not
recorded to Accounts Receivable), skip Step 4 through Step 9. = e

Step 4. After you enter the bounced check, select the Reports menu, select Customers and
Receivables, and then select Customer Balance Detail (see Figure 5-16).
Step 5. Double-click the payment transaction (#2526 on 01 /30/2017) in the Customer

Balance Detail report to view the Receive Payments window you used to record the
check from your customer (see Figure 5-16). You may need to scroll to the bottom of

the report,

Emal v Excel ¥ | Hideleader  Refresh

~ From - SertBy Delaul -

Academy Photography Bank Rec Chapter

Customer Balance Defail
All Titansactions
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moes 127152018 384T 41033 . Accguatz . Sandos2 £N.E3 401.33
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Teistilssca, Bob
Hiranda's Comer
Tioice OUREZNT  MT.. 11D Acconts . WehttCo 1,131 63 1,98 60
Felsl Hranda's Coreer 1,401 £3 119§ €3
TOTAL 235955 2I5TLS

Figure 5-16 Customer Balance Detail report
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Step 6. In the Receive Payments window click in the check column (¥') next to the original
Invoices, both 3947 on 12/18/2016 and 2017-104 on 1/9/2017 to un-apply the
payments (see Figure 5-17).

Step 7. Next, click in the checkmark column (¥') next to the bounced check transaction you
recorded in Step 3 above. You'll see this transaction in the Receive Payments window.
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F:gure 5-17 Select the Bounced Check to apply to the orrgmal payment

Step 8. Click Save & Close and then click Yes in the Recording Transaction dialog box.
Step 9. Close the Customer Balance Detail report.
Note:

The: payment is reapplied to the bounced check so that the aging- and ﬁnance
-_bharge calculations of the ongmal Invoice are restored. If you. dld not: edlt the
.'Recewe Payment window in _this way, the Accounts Receivable aging would be
rrect-because- Qu1ckBooks would still think the original check (the one that
F:bounced) had paid the Invoice. Since that check bounced, we want the original
-Invoice to show as unpaid until the customer actually makes a valid payment,

Next, if you charge your customers a service fee for processing their NSF check, create an
Invoice for the customer as follows:

Step 10. Create an Other Charge Item called NSF Charge, as shown in Figure 5-18.
a) Click the Items & Services icon on the Horne Page.
b) Press Ctrl+N to display the New Ifen window.

¢) Enter fields to make your screen match Figure 5-18. Click OK to create the new
Item.

d) Close the Ifem List.
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TYPE .
Olher Charge

» Useformiscelfaneous fabos, material, of part
charges, suchas delivery charges, sefup fees, and
senice charges.

; Cance!

llern Nama/Number i} Subitemn of _
NSF Chamge -

Custom Flelds £
S N S

{7} This item s usedin assemblies or Is a relipbursable charge

: Speliln:
Bescriplion Amounter®  Tax Code R
NSF Senice Charge for Bounced Chock # . gﬂﬁﬂ Nen  ~
Account S .
50400 - Bank Senice .. ~ €3 hemis inadiva

Figure 5-18 Use an Other Charge ftem to charge your customers an NSF fee
Step 11. If you see a window offering Professionaf Service Forms, press OK to clear the window.

Step 12, Create an Invoice for the amount for the NSF charge as shown in Figure 5-19,
Change the Invoice # to 2526Bounce and the terms to Due on receipt. If necessary,
choose Academy Photo Service Invoice in the Template field,

Step 13, Filt out the rest of the fields on the Invoice to match Figure 5-19.
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Figure 5-19 Invoice to charge the customer an NSF service charge

Step 14. When you add the NSF Charge Item to the Invoice, QuickBooks displays a warning
that says, “This item is associated with an expense account.” Click OK.

y; This itemis assodfaled wilh an expense accoust,
A& Doyouwantio contiaue?

{3 Donot cisplay this message Inthe folute

Cancel

figure 5-20 Warning dialog box

Step 15, Click Save & Close to record the Invoice.
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Step 16. Since you changed the terms on this Invoice to Due on receipt, QuickBooks asks if you
want to make the Due on receipt terms the default for Bob Mason. Click No on this
window since you will use the Net 30 terms on future Invoices for this customer.

:Statements see page 80

_The accountmg behmd the scenes DihnE
_The bounced check you. entered in the register mcreases (deblt '

"charglﬁg the customer,

Receiving and Depositing the Replacement Check

COMPUTER PRACTICE

To record the transactions for receiving and depositing a replacement check, follow these
steps:

Step 1. Select the Customers menu, and then select Receive Payments,

Step 2. In this example, Bob Mason sent a replacement check #2538 on 2/10/17 for
$1,197.86 that includes the amount of the check plus the NSF service charge of
$20.00, Fill in the customer payment information as shown in Figure 5-21.

Make sure you apply the payment against the original Invoices and the service charge
Invoice you just created in Figure 5-19.

Step 3. Click Save & Close.
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Figure 5-21 The Rece:ve Payments wmdow showmg the replacement check
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Next, add the replacement check to your next deposit just as you wouid any other check.
Step 4. Select the Banking menu and then select Make Deposits (see Figure 5-22).

, SELECE ViEy?

! View payment method bipe Alhpes ~  Whatam payment miethodslews?
| Sertpayments by Pajment Hethod -
[, R .
| SELECTRAYMEHTS TODEPOSI ... - _ . ot iiiit e e mm oo coeme aen s
& i eATE imuE I FIFE fro. PRAYMERTHETSOD | amS I arount

‘ ] 021102017 PHT 2538 Check Hason, Bob 1,197.86 !

Hgure 5-22 Add the replacement check to your deposit

Step 5. In the Payments to Deposit window, select check #2538 as shown in Figure 5-22 and
then click OK at the bottom of the window.
Step 6. In the Make Deposits window, confirm that Checking in the Deposit to field is

selected and that 02/10/2017 displays in the date field (see Figure 5-23). Then, click
Save & Close at the bottom of the window.

DepositTo [10100-Chec_ ~  Dale 02102017 B Hemo Deposit

Click Paymenits o seled castomner payments thatyou have recelved 1sk any oher amounts to deposit Below

RECENVED ERONY P FASH ASCELNT I HEMD DCEEND. PRMTMETH  §CLASS  § AMOUNT
i12000 ~tIndeposit.. | 2538 ‘Cheek
i

Hason, Bob

Figure 5-23 Make Deposits window

Step 7. Close the Checking register.

When Your Check Bources

If you write a check that overdraws your account and your bank returns the check, follow

these steps:

1.  Decide with your vendor how you will handle the NSF Check (e.g., send a new check,
redeposit the same check, or pay by credit card).

2. When the bank sends you the notice that your check was returned, there will be a
charge from your bank. Enter a transaction in the bank account register, Code the
transaction to Bank Service Charges and use the actual date that the bank charged your
account.

3. If your balance is sufficient for the check to clear, tell the vendor to redeposit the check.

4.  If your balance is not sufficient, consider other ways of paying the vendor, such as
paying with a credit card. Alternatively, negotiate delayed payment terms with your
vendor.

5. If your vendor charges an ex(ra fee for bouncing a check, enter a Bill (or use Write
Checks) and code the charge to the Bank Service Charge account.
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6.  If you bounce a payroll check, use the same process as described. It is good practice, and
may be required by law, to reimburse your employee for any bank fees incurred as a
result of your mistake,

Reconciling Credit Card Accounts and Paying the Bill

If you use a credit card liability account to track all of your credit card charges and payments,
you should reconcile the account every month just as you do with your bank account, The
credit card reconciliation process is very similar to the bank account reconciliation, except
that when you finish the reconciliation, QuickBooks asks you if you want to pay the credit
card immediately or if you want to enter a bill for the balance of the credit card.

Statement Date: Account Number:
[ 212812017 H " 4444-5555.6666-7777 |
Make checks payable to: Due Date: Minimum Due:
! 3312017 | | $12.00 |
National Bank Visa
P.C. Box 522
San Jose, CA 94326
New Balance: Amount Enclosed:
| $184.81

Return top portion with payment

123456 21712015 Payment - Thank Yau 2,152.00
234567 21152015 Jonss Office Supply 86.48
345678 202012015 Rodriuez Rentals 35.40
Previous New Finance New
Balance Payments ) Charges Charges Balance
- + + =
$2,152.00 $2,152.00 $168.70 $16.11 $184.81

Figure 5-24 National Bank Visa credit card statement

Use the National Bank Visa Gold credit card statement shown in Figure 5-24 to reconcile your

account.

COMTPUTER PRACTICE

Step 1. Select the Banking menu and then sefect Reconclle,

Step 2. On the Begin Reconciliation window, enter the information from the Credit Card

statement as shown in Figure 5-25. Click Continue.
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Figure 5-25 Enter your credit cord statement information on the Begin Reconciliation window

Step 3. Click each cleared transaction in the Reconcile Credit Card window as you match it
with the credit card statement.

For period: 022872017 7 Hide fransasfions atar fis slalemenfs end dals
Charges and bashmnnces

S CATE - Dpgte C FAhEE

Payments and Credils

234567 Jones Otiea .

| @ Highaghttarked

[ wemss oo
Baginning Balanca 2A5200 | ﬂﬁdi'i Fnance Chargs
Hems you harva marked deared !
1 Papmen’s and Oredts 215200 i Ending Balanes 184.81
2 Charges and Cash Advances 6870 Cleared Balanca 18481
EXfeignce 0.00

Figure 5-26 The Difference field should show a difference of 0.00 after reconciling

Step 4. Verify that the Difference field shows 0.00 (see Figure 5-26). If it doesn’t, look for
discrepancies between your records and the credit card statement.

Step 5. Verify that your screen looks like Figure 5-26 and click Reconcile Now.

Step 6. On the Make Payment dialog box, click to select Enter a bill for payment later and

click OK (see Figure 5-27).

The outstanding datance onthia accounyis $184.81.
To pay all or a portion of this amount, selectthe =
payment fype and dick OK. Toleave the balanceinthe

recondied account, dick Cancal. _Cancet -
-Paymeni Herlp o
€1 Write a check for payment now
(& Enter a bill for payment faler
Figure 5-27 Make Payment window
Step 7. On the Select Reconciliation Report window, click Close, Normally you would select

Both and then click Print. However, for this exercise, skip this step. See page 142 for
more information about Bank Reconciliation reports.
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Step 8. Enter the additional information to complete the Bill for the VISA payment as shown
in Figure 5-28,
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Figure 5-28 Use this data to pay the VISA Bill

The accountmg behind the scenes:

"QulckBooks selects the Natlonal Bank VISA Gold account on the Expenses tab
This reduces the Credit Card 11ab111ty account (deblt) and mcreases Acco
'Payable (crecht) ; y

‘Note: .~ . .. “ : ' '
Aithough the b11} in l‘;gure 5 -28 includes the Overhead class, the transactlon w111

not: affect-the Profit & Loss by Class report because the bill does not post ) any
income or expense accounts. - e

Step 9. Click Save & Close to record the Bill,

This bill for $184.81 will display in the Pay Bifls window the next time you sefect Pay
Bills from the Vendor menu.

=Important tip for partial. payments of credit card bills: .
-If you don t.want to pay the: whole amount dueon a credlt card don t ]ust

Ithe balence of'::t' _ ,_j Credlt Card habthty account ancl w111 match the account } _ '_
balance on your next credit card statement. R .

Online Banking

The QuickBooks Online Banking feature allows you to process online {ransactions, such as
payments and transfers, and download bank transactions into your QuickBooks file,
Downloaded transactions save you time by decreasing manual entry and increasing accuracy.
It is important to review each downloaded transaction to avoid bringing errors into your

company file,
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Online Banking is secure, QuickBooks uses a secure Internet connection and a high level of
encryption when transferring information from your financial institution.

Online Banking Setup

To begin to use Online Banking, you will need to set up the appropriate accounts to
communicate with the bank. Steps vary by institution. To complete this process, refer to the
QuickBooks help files or the video tutorial.

Processing Online Transactions

You may have the option to enter online transactions, such as online payments, bill
payments, or transfers (depending on your financial institution), Figure 5-29 displays an
example of an online payment. You can create an ontine payment by opening the Write
Checks window and checking Online Payment. Notice that there are several differences
between a standard check form and an online payment form. For example, the check number

field displays the word SEND.
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After saving an online payment, the transaction is queued up in the Online Banking Center. By
clicking the Send/Receive Transactions button in the Online Banking Center, you can send the
online payments and other online transactions to, as well as download transactions from,
your financial institution.

Your financial institution may require additional steps. Follow any guidelines given after
clicking the Send/Receive Transactions button. Do not click the Send/Receive Transactions button
now.
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Figure 5-30 Online Banking Center — your screen may vary

Review Questions

Select the best answer(s) for each of the following:

1.

When the Beginning Balance field on the Begin Reconciliation window doesn’t match the
beginning balance on the bank statement, you should:
a)  Call the bank. .
b)  Change the amount in QuickBooks to match the bank’s amount.
¢)  Click Locate Discrepancies in the Begin Reconciliation window. Click
Discrepancy Report and/or Previous Reports to research what has been
changed since the last reconciliation. Then fix the problem before reconciling.
d)  Select the Banking menu and then select Enter Statement Charges.
Which statement is false? '
a)  You can enter bank service charges using Enfer Siatement Charges.
b)  You can enter bank service charges on the Begin Reconciliation window.
¢)  You can enter bank service charges using the Splits button on a register
transaction,
d)  You can enter bank service charges using Write Checks before you start your
reconciliation.
When you find an erroneous amount on a transaction while reconciling, correct the
amount by:
a)  Selecting the Banking menu and then selecting Correct Error,
b)  Double-clicking on the entry and changing the amount on the transaction.
¢)  Selecting the entry in the Reconcile window, then clicking Go To and changing
the amount on the transaction.
d) Performing eitherborc,

To properly record a voided check from a closed accounting period:
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a)  Delete the check in the register.

b)  Make a deposit in the current period and code it to the same account as the
original check you want to void. Then delete both transactions in the
Reconciliation window.

¢}  Pind the check in the register, select the Edit Menu, and then select Void
Check.

d)  Change the amount of the check to zero.

5. Which of the following columns cannot be displayed in the Checks and Payments section
of the Recornicile window?

a)  Check #.
b)  Class.

¢)  Date.

d) Payee

Bank Rec-Problem 1

APPLYING YOUR KNOWLEDGE

1. Using the sample bank statement shown below, reconcile the checking account for

01/31/2017.
Business Checking Account
Staternent Date: January 31, 2017 Paga 1of {
Summary:
Pravious Balance as of 12/31/16: $ 17,385.30
Toht Deposts and Credis + 9§ 4,561.08
Tolal Checks and Debits -$ 7,876.12
Statement Balance as of 1/31/17: = § 14,070.26
Deposlits and Other Credits:
DEPOSITS INTEREST
Dale Deseripion Amount  Dab Deseripion Amount
12-Jan _ Custbmer Deposit $ 1,709.63  31-Jan_ inirestEarned $ 328
30-Jan _ Cusiomer Deposit $ 2,848.27 Interest: $ 3.28
2 Deposits: § 4,557.80
Checks and Other Withdrawals:
CHECKS PAID: OTHER WITHDRAWAL S/PAYMENTS
Check No Balg Pald Amount  Dale Desciipfon Amount
325 2dan $ 32400  31-Jan_ Transkr $ 4,000.00
326 7-Jan $ 27652 1 Other Withdrawals/Payments: $ 4,000.00
327 {T-Jan $ 128.60
6001 25-Jan $ 3,060.00 SERVICE CHARGES
6003 25-Jan $ 14200 Dok Descripfon Amount
§ Checks Pald: § 387442  31-Jan  Service Charge $ 5.00
1 Service Charge: § 5.00

Figure 5-31 Bank statement for january 31, 2017

2. Print a Reconciliation Detail report dated 1/31/2017.

3. On02/12/2017, Maria Cruz's payment bounced (check #9563, received on 1/27/17 for
Invoice #2017-105). The amount of the check was $880.00. The bank charged you an
NSF Fee of $10.00. Using this information, record the following:
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a)  Enter the bounced check and NSF fee your bank charged you in your check
register by using Cruz, Maria:Branch Opening as the Payee.

b}  Unapply the original payment for Inveice #2017-105 and then apply this same
payment to the bounced check transaction you just created.

¢)  Create an Other Charge item called NSF Charge with an amount of $20.00. The
description should read “NSF Service Chaige for Bounced Check #.” Use the
Non sales tax code, and associate the item with the Bank Service Charge
expernse account.

d) . Create Invoice #2017-105B dated 2/12/2017 and code it to the Walnut Creek
class for the Cruz, Maria:Branch Opening. Select the NSF Charge Hem and
charge Maria Cruz's job $20.00 for the bounced check. Change the Terms to Due
on receipt for this Inveice only.,

4. Enter the transactions necessary to record the receipt and redeposit of Maria Cruz's
replacement check for $880.00 (Check #9588) that did not include the bounce charge.
Date the payment 02/14/2017 and apply it to invoice #2017-105. Date the deposit on

02/14/2017.
5. Using the sample bank statement shown below, reconcile the checking account for
02/28/2017.
Business Checking Account
Stakment Date: February 28, 2017 Page fof 1
Summary:
Previous Balance as of 1/31117: $ 14,070.26
Total Deposils and Credifs; 6 + 5,800.46
Total Checks and Debils: 7 - 4532.83
Statement Balance as of 2/28/17: = § 15,337.89
Deposits and Other Credits:
DEPOSITS INTEREST
Dale Description Amount  Dale Descripion Amount
3-Feb Cuslomer Deposit $ 11908  28-Feb InterestEarped $ 2.83
4-Feb  Cusbomer Deposit $ 2,460.13 Interest: § 2.83
10-Feb Customer Deposit $ 809.03
11-Feb Cusiomer Deposit $ 753.41
13-Feb Customer Deposit $ 775.98
14-Feb Cuslbomer Deposit $ 880.00
6 Deposits: § 5,797.63
Checks and Other Withdrawals: _
CHECKS PAID: OTHER WITHDRAWALS/PAYMENTS
Check No Date Paid Amaunt  Date Description Amount
329 14-Feb $ 2,1562.00  12-Feb Relurned liem $ 880.00
330 15-Feb $ 34235  12-Feb NSF Charge $ 1000
3 24-Feh $ 37500 2 Other Withdrawals/Payments: $  890.00
332* 28-Feb $ 645.00
6004 2-Feb $ 12348  SERVIGE CHARGES
5 Checks Paid: $ 363783 Das Description Amount
28-Feb  Service Chargs $ 5.00
1 Service Charge: § 5.00

Figure 5-32 Bank statement for February 28, 2017
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6. Print a Reconciliation Detail report dated 02/28/2017.

7. Print a customer Staternent for Maria Cruz's Branch Opening job for the period
01/1/2017 through 02/28/2017.
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