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Quickbooks is the most
popular small business ac-
counting system used in the
U.S. While the program is
not specifically designed for
use in agricultural opera-
tions, it can be modified to
accomplish basic accounting
and record requirements of a
typical small to medium size
farm, processing or other ag-
riculturally related opera-
tions. Quickbooks has a
unigue language and format,
designed to minimize ac-
counting jargon and data en-

try.

It is not necessary to be an
accountant to enjoy and uti-
lize its capabilities. It is nec-
essary to havean understand-
ing of basic accounting prin-
ciples, requirements proce-
dures and jargon in order to
avoid frustration that can
arise from incorrect posting
or dataentry. Itisalso neces-
sary to equate procedures
used in Quickbooks with
standard data entry and ac-
counting processesand steps.

An accounting program
should be no more sophisti-

cated than an individual
needs. Very large farmers
with accounting depart-
ments, may need a complex
system. On the other hand, a
farm utilizing family labor
with limited inventory man-
agement problems may only
need a program satisfying
basic tax preparation, finan-
cial institution and appropri-
ate governmental agency re-
guirements.

Record Keeping Essentials

Accounting programs are of
two types. Thefirst of these,
single entry, operate like
checkbook or ledger type
systems, since they require
only asingle entry in a spe-
cific ledger or account. They
require less skill to use, but
may not accurately portray
the true financial position of

the firm at a point in time.
The second type, double
entry, follow commonly
accepted accounting rules.
For every debt theremust be
an offsetting credit and vice
versa. Firms with complex
inventory management,
payroll and an extensive
number of enterprises are
well advised to choose a
double entry system, either
because of the dictates of
the law or practical neces-
Sity.

Quickbooksisadouble en-
try system but most of the
heavy lifting is accom-
plished by the program
since multiple offsetting
entriesareaccomplished by
the program. Having said
that, itisimportant to "get it
right the first time" when
entering data, because
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Quickbooks Facilitators

* Easy step interview * Inexpensive payroll updating

* Quickbooks navigator * Profit center (farm enterprise) analysis

* Integrated help * Auto close of records at year's end

* CD-rom based tutorial * Previous year carry over for comparison

* Integration with Turbo Tax * Default chart of accounts easily modified

* Data importation and exportation * Choice of business organization type

* Minimal accounting jargon * Splitting of payments between accounts-classes
» Choice of cash or accrual basis * Project, field or job tracking

backing out incorrect entries  eral, data entry is accom- e« Enter general and de-

can in some cases be tedious  plished through the utiliza- preciable asset data
and time consuming. tion of avariety of modules:
* Record accounts

Computerized Programs: e Initialize data base owed (payable) and
Composition using chart of ac- income due (receiv-

counts able)
The flow chart below por-
trays the composition of a * Enter receiptsand ex- » Track inventory in-
typical computerized ac- penditures creases and reduc-
counting program. In gen- tions

Accounting/Record Keeping System:Computerized

System Modules

 Initialize Enterprise and Expenditure Codes

\
"...Categorizipg enterprises, receipts, w/East Step Interview.

[Cash Receipts and Expenditures j> -———

"Flow" mainly

- — | from cash receipts
% Capital and Depreciation Schedules ‘ | (invoices and receive

"...Date of purchase, desc, status, cost or basis.." | payments)and exp-
enditures (bills)

‘ Payables (Liabilities) and Receivables Schedules % -

|

|

|

| "..Accnts payable, or receivable-- land contracts,
|

|

: "..Amount held, beginning and ending values.."

|
|
f‘ Farm Inventory Schedules ‘ |
\
|

"..Analytic statements which summarize firm's well being"

A good accounting programis comprised of connected modules containing information a
manager needs for financial reporting, diagnosis, control and financial planning
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e Chart of accounts

Quickbooks System Modules

» Cash receipts and expenditures
» Capital and depreciation schedules

» Asset and liability schedules

* Receivable and payable schedules with aging

* Inventory schedules
* Financial statements
* Payroll

» Calculate and update
payroll data

» Evaluate financial
statements (net worth
and profit and loss)

Quickbooks: Composition

Theflow chart below depicts
the general similarity in

Quickbooks Accounting System: Summary

System Modules

Quickbooksto moregeneral
computerized accounting
program operation. Quick-
books operates in much the
same way as do other pro-
grams. Thedifferenceliesin
the automated way in which
Quickbooks handles mul-
tiple entries often needed
with a single posting.

Easy Step Interview to Initialize Accounts
(Chart of Accounts)

With Invoices and Bills (Items
Customers, Vendors and Classes) ||

|
\
| Cash Receipts and Expenditures
|
|

- *‘ Capital and Depreciation Schedules ‘

_ 7‘ Asset and Liability Schedules F\—

‘ Farm Inventory Schedules ‘

\
|
| |
[ *‘ Receivable and Payable Schedules %
\
|
\

‘ Financial Statements

( Balance Sheet ) (Proﬁt and Loss )

Reports

Balance Sheet
Profit and Loss
Purchases
Sales
Inventory
Budgets
Custom

o

Easy Step Interview

Initializing thecompany data
baseisaccomplishedthrough
the use of Quickbooks'
unique Easy Step Interview
(ESI). The routine must be
usedtoinitially set upacom-
pany account or accounts,
but need not be used thereaf-
ter unless it is a matter of

Quickbooks data ultimately flow to bal ance sheet and profit and | oss statements, reports most
frequently consulted by farm managers
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o Lists

initialized through the chart of accounts

* |tems
books

parts are the most important

* Classes

* Customers:Jobs
* Vendors

e Employees

preference. ESI coaches the
individual through steps nec-
essary to create appropriate
accounts for the firm. De-
scriptive terms, unique to
Quickbooks, are employed,
astheflow chart below illus-
trates.

The usefulness of ESl isevi-
dent once the process of data
entry begins. ESI remindsthe

Accounting/Record Keeping System:Computerized

Profit centers or enterprise of the firm
Who you sell to, aids in invoicing, paying bills
Who you buy from, aids in paying bills
Individuals working for you, used in payroll maintenance

individual of thetypesof data
necessary as well as timing
andrelevance.

Organize The Start-up

Fromanefficiency view point
one of thefirst items of prac-
tical importanceisthe neces-
sity of commencing the pro-
cess as near the start of the
fiscal year as possible. This

Introduction to Quickbooks

‘ Double Entry: Cash or Accrual Basis ‘

‘ Initialization Through "Lists" ‘

Quickbooks Definitionsand Terms

General categorization of firm's transactions and financial data,

Classification used to fill out invoices and bills quickly, Quick-
defines 10 different types, but two, inventory and non-inventory

minimizes problems associ-
ated with back dating in-
voicesand hills.

Obtain and organize all rel-
evantfirmfinancial data. Ata
miinimum, Y ouwill needthe
following business and per-
sonal records.

* Fixed assets, e.g.
equipment and all

( ChartofAccounts ) (_Items ) ( Classes )( Customers: (Vendors ) (_ Employees )
| | Jobs , |
f
Initiation of Assets Products Profit "Who You "Who You "Your Work-
Liabilities Deprec- & Sves Centers Sell to” Buy From" force"
iation ‘ I \
\ ; { |
Classes of Products Firm Group Group Payrolls
Assets and and Svcs Enter- by by and
Liabilities of the firm prises Clients Companies Work I.D.
| ‘ ‘Examples | ‘ \
Expenses Crops Alfalfa-98 Tri-Valley B. of A. J. Jones
Machines Services Alfalfa-99 Cal-Cot Valley Fert. R. Smith
Buildings Inventories S. Beets

The authors of Quickbooks chose to use non-accounting terms to facilitate data entry, but a
basic under standing of accounting principlesis still necessary to avoid data entry mistakes
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Quickbooks Operating Basics

* |nitiate data base Use Easy Step Interview to create company data base
* Record sales Use invoicing feature of Navigator
* Pay bills Use bill paying feature of Navigator
* Pay employees Use payroll feature of Navigator
* Check writing Use optional checking feature of Navigator
* Make deposits Use optional checking feature of Navigator
* Scheduling Use Reminder feature of Navigator
* Financial statements Analyze financial status with custom reports
* Budget Compare current with previous year, customize with
spreadsheet
firm assets with de- » Accounts and bal- * All bank and credit
preciable lives. This ances of money owed card loans
includes the claimed you (receivable) and
life of asset, acquisi- money you owe (pay- * Miscellaneous in-
tion value and depre- able) come sources and
ciation claimed data
* Employee data, in-
 All bank, savingsand cludingall dataneces-  Fiscal or Calendar Year
checking account bal- sary to complete W-2 _ _
ances as of the fiscal forms Quickbooks automatically
year starting date closes accounts at the end of

the year. It requires that you

Summarizing Quickbooks FundamentalsJ

[ Easy Step Inteview )
\
“ Create a Company H

‘ Initiate Data Base ‘
\

Other accounts can be Chart of Accounts "Opening balances in all of these
created but these are the X

X . accounts can be created in the
most important to us now' - -

- interview..we are only mandated to

Opening Balances use it to open a new company"

— //%Q\\\

— —_—

— ~ — T —

. — _ / \ ~ — -
— —

Assets ‘Liabilities ‘ ‘Expenses ‘ ‘Income‘ Accounts Receivable M Equity
\ \ ‘ and Payable ‘
o —
‘ |

\
| \ \

‘Other Currentl ‘Other Cu‘rrent' ‘Expense I ‘ Income | I ‘Receivable I Bank - Checking | | Equity-Draws
Bank -Savings Equity-Deposits
Other Assets I ‘Long Term I ‘Other Expense I ‘Other Income I ‘Payable I Equlty_g;ﬁw;g

Quickbooks hasfifteen general typesof accounts, classified according to standard account-
ing rules and grouped according to numbered or unnumbered categories
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Quickbooks: Missing or Incomplete Elements

* Two period asset-liability reports

* Comprehensive Cal ag chart of accounts ¢

makethechoiceof beingona
calendar year or fiscal year
basis at the outset. Most
farmerstendto beonacalen-
dar year basis, so if you are
considering another starting
datethat choicemust bemade
at the outset. The program
always retains the previous
year's data, sO comparisons
can be madefor budgeting or
control purposes

Business Organization

Theprogram providesappro-
priate tax reporting param-
etersdependingonthetypeof
business organization within
which the operation is orga-
nize, sole proprietor, Sub
Chapter Sor regular corpora-
tion. If changesinfarm orga-
nization are considered, it is
appropriate to have this ac-
complished when you start
using the program

Cash or Accrual?

Chancesareyouhaveal ready
made that choice, since most
farmers elect to be on a cash
basis; moreover, you canstill
make accrual adjustments so
that your annual accounting
statement more accurately
reflectstheeconomiccircum-

* Inventory module designed for non agriculture

stancesof thefirm. Theargu-
ments surrounding cash ver-
sus accrua accounting are
complex and should be ex-
plored in depth.

Employee Information

Farmrecord-keepersare fre-
guently interestedinaccount-
ing programshavingapayroll
capability and Quickbooks
providesfor thiscapability in
some detail, includi;ng as-
signingtimeandwagestodif-
ferent, crops and expense
types. It will also provide a
complete W-2, so thismeans
youwill needtoinput all per-
tinent information regarding
marital status, exemptions,
retirement programs and the
like. Appropriate with hold-
ing tax rates are also in-
cluded. A very nicefeatureis
theability toobtainannual tax
rate updates which can be
downloaded from the Intuit
web site for anominal cost.

Profit Centers

Most farmersthink of differ-
ing crops or livestock pro-
grams as "enterprises’ or
profit centers. The program
affords the manager extraor-
dinary flexibility inallocating

Importing data from other programs

incomeand expensesto crops
and livestock enterprises
without getting in the way of
ordinary incomeand expense
coding. Thisallowsthe man-
ager toanayzetherespective
profitability of various farm
activities. Whentheplanning
period is extended to a suffi-
cient length to consider
changesin cropping patterns
or livestock enterprises, this
becomes one of the most im-
portant capabilities of the
program.

Qualifications

Quickbooks is a general ac-
counting program. It is very
inexpensive and updates are
reasonable. Work arounds
are necessary in order to ex-
peditedataentry, todeal with
inventory and to alocate as-
setsandliabilitiesinamanner
acceptable to the ag lender
and/or the manager. Some of
these will be discussed in a
subsequent Notes.
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