QuickBooks for Contractors

Chapter I: Job Cost Preferences and Setup

Preferences
Before some features in QuickBooks can be used, they must be set up in Preferences.
Edit->Preferences->Jobs & Estimates->Company Preferences

In this screen you will need to set “Do You Create Estimates?” to Yes and “Do You Do
Progress Invoicing?” to Yes. There are other preferences that will affect job costing and
payroll but we will address those in Chapter V.

Setting Up For Job Costing
Display the Customer Center. Select New Customer. If you want to alphabetize by last
name, type the last name, comma, first name.

The First Name and Last Name fields may seem like duplicates, but fill them in.
QuickBooks will use these fields on forms and some reports.

Never enter an Opening Balance. Fill in address, phone, etc. These are optional, but can
be useful later.

Additional Info tab — Consider customer types, this would allow you to print reports and
mailing labels for only certain customer types. Terms set here will become the default
each time an invoice is created.

The “Sales Tax Information” section is important if you charge sales tax. Be sure and set
your taxable customers as taxable and if you have customers in different sales tax
jurisdictions, tell QuickBooks here which sales tax item to use for that customer.

With customers entered, you can create multiple jobs for each customer, if necessary.

It is important to mark completed jobs as inactive to prevent them from showing on job
reports.

Chapter 2: Reimbursable Expenses

The very simplest form of job costing in QuickBooks is Reimbursable Expenses. First,
set the Preference.
Edit->Preferences->Time & Expenses
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Looking in the Miscellaneous section will show a checkbox that will track reimbursable
expenses as income. So, the two choices are:

1. Leave the box unchecked and the customer invoice will credit the expense that
has already been recorded in QuickBooks in the expense account where it was
originally coded.

2. Check the box and QuickBooks will record the markup amount in an income type
of account.

When option #2 is chosen, a checkbox is added to the New and Edit windows of expense
type accounts that allow users to select what income account reimbursed expenses from
this expense should be recorded.

Create a check payable to Daigle Lighting for $100.00, add a customer/job name to the
stub portion of that check, and the expense will be available to add to the next invoice
created for that customer/job.

Items Aid in Processing Reimbursable Expenses
Using items allows more control over how the reimbursed expenses are recorded to the
accounting system.

= Edit Item =l == B
TYPE ( OK ‘
Use for services you charge for or purchase, like —
specialized labor, consulting hours, or professional Cancad
fees.
Notes
Item Name/Number + Subitem of
‘3 tectrical Subs = Custom Fields
UNIT OF MEASURE Speling
UM Set - Edit
@ service is used in assemblies oris performed by a subcontractor or partner
PURGAASE INFORMATION SALES INFORMATION
Description on Purchase Transactions Description on Sales Transactions Item is inactive
Electrical work Electrical work
Cost 25.00 Sales Price 0.00
ExpenseAccount  Job Expenses-Subcon... « Tax Code Non -
Preferred Vendor C.U. Electric - Income Account  Construction Income -
How can | set rates by customers or employees?

Chapter 3: Estimates, Change orders, and Invoicing

Estimates in QuickBooks create a job budget and a means to compare actual costs to
estimated costs. They also allow multiple invoices to be created against one job estimate.
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The key to accurately comparing costs with job reports is a good Item List. Create
Service type items that reflect the various phases of the jobs your company does.
Following is a graphic of a completed estimate.

= Create Estimates 0 x
Main Formatting Send/Ship Reports 2 ov

8= =75 = Custom Estimate

Estlmate DATE NAME / ADDRESS supToShipTo1 =
103012026 B kristy Abercrombie Kristy Abercrombie
S 5647 Cypress Hill Rd 5647 Cypress Hill Rd
606 Bayshore CA94326 Bayshore, CA94326
Framing Framing labor 32 55.00 1,760.00 1,760.00 Non A
Installation Installation labor 24 35.00 840.00 840.00 Non
Removal Removal labor 32 35.00 1,120.00 1,120.00 Non
Subs:Tile &Co... Install tile or counter 1,500.00 1,500.00 10.0% 1,650.00 Non
Subs:Painting  Painting 650.00 650.00 10.0% 715.00 Non
Subs:Electrical  Electrical work 550.00 550.00 10.0% 605.00 Non

6,420.00
270.00
0.00
6,690.00

TAX

SanTomas ~

VER | Tax - Save & Close

Revert

The various line items on the invoice will allow comparison to actual costs and revenues
as the job progresses.

The Estimate form, just like many of the forms in QuickBooks, can be customized so that
the markup column will be on the screen, but not show on the printed form.

As shown in the screenshot showing the item setup for the Electrical item, you must
select the checkbox “This service is used in assemblies or is performed by a
subcontractor or partner”. This creates a side for costs and another for revenue. Any
expense transaction like a check or a bill using this item will record to Job Expenses. An
income transaction, like an invoice, will record to the account Construction Income.

Change Orders
Inevitably, changes occur on the job. This necessitates a Change Order.

When you modify an existing estimate and save it, QuickBooks displays the following
message:
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Add Change Order _

Would you like to add a change order to your estimate?
lE
.

If you add a change order, the text in the box below will be added to the bottom of
the estimate. You can edit the text below, or edit it later on the estimate form.

If you do not add a change order, your changes will be integrated into the estimate
but they will not be tracked or listed separately.

December 15, 2007
> Added 1 10 Electrical. (+$1,620.00)
Total change to estimate +$1,620.00

If you accept the change order option, QuickBooks will insert a message on the estimate
detailing the change.

Progress Invoicing
A job can be invoiced in ‘pieces’ along the way. QuickBooks calls this progress
invoicing and only works if an estimate has been created.

You have three choices. You can create the invoice from 100% of the estimate, a flat
percentage of the entire estimate, or selected lines of the invoice.

Specify Invoice Amounts for Items on Estimate Type a help question ' How Dol?ﬁ
Progress Invoice for: Abercrombie, Kristy:Kitchen
For each item below, specify the quantity, rate, amount or % of the estimate
amount to have on the invoice.
[ how percentage

Est Rate | EstA... | Prior... | Prior... | Prio... | Qty Rate Amount = Curr % | Tot % Tax|

Subs:Electri... 4 57.75| 231.00 0 0.0% ] 57.75 0.00 0.0% 0.0% F
Subs:Plumb... 8 52,50 420.00 0 0.0% 0 52.50 0.00 0.0% 0.0% M...
Subs:Tile &... 12 42.00| 504.00 0 0.0% ] 42.00 0.00 0.0% 0.0% M...
Subs:Painting 4 36.75| 147.00 0 0.0% i 36.75 0.00 0.0% 0.0% N...
Appliance 1 430.00| 430.00 0 0.0% 0| 430.00 0.00 0.0% 0.0% M...
Appliance 1 600.00 | 600.00 0 0.0% 0| 600.00 0.00 0.0% 0.0% M...
Counter 1| 1,900.00|1,900.00 0 0.0% 0(1,900.00 0.00 0.0% 0.0% M...
v
Total (w/ taxes) 0.00

Note: All items will transfer to the invoice. The quantities and amount will be as you indicated. Although items with a zero amount
display on screen, they can be set not to print from the Jobs and Estimates Preferences.

Retention
Retention requires two items setup just for this. One to deduct from the customer job
invoice, one to charge the customer that final amount at the appropriate time.

Tracking Job Expenses
To create customer/job specific purchase orders, be sure the column for customer name is
available and filled in.
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Job expenses can be recorded to specific jobs by using either checks or bills. When using
purchase orders, bills should be used since they can be entered against the purchase order,
keeping track what purchase orders remain open with unbilled quantities. Tracking job
expenses is simply a matter of adding the job name to the check or bill form. See the
following graphic.

Write Checks - Checking

Main Reports Hov
BANK ACCOUNT | Checking - enpine saance  46,503.08
No. 493 5
o4TE (121502026 B
FAYTOTHE ORDEROF  Daigle Lighting T - s 120000
One thousand two hundred and 00/100* ** ** ¥ *** 242 s 22 x2x2x2 22222 x2x2x2x2x2%2 DOLLARS

ADDRESS

PO Box 5903
Middlefield CA 94482

Expenses $0.00 Items $1,200.00

Lighting v 1,200.00

1,200.0(000& Brian:2nd story addition - ) ~ l -

\—/

g
[
5\

Save & Close ‘

Clear

Since the Customer/Job is specified, this check creates a job expense that will show on
job cost reports.

Billing Time to Jobs

Billing labor to jobs is a matter of using the weekly time sheet and checking the right
settings.

X

Accounting

%5 Finance Charge
®a General

#H Integrated Applications

il Reports & Graphs
& Sales & Customers
Sales Tax

H Send Forms

& service Connection
@ Spelling

Tax: 1099

Time Tracking

My Preferences Company Preferences |

Workers Compensation

Set Preferences

() Complete Payroll Customers

[?Job Costing and Ttem tracking for paycheck ezpenses.; ]

Changing the employee name display preferences will cause all Quickbooks
windows to close. Flease finish paying your employees before you do this.

Display Employee List by:
Employee Defaults...

[] mark new employees as sales reps

@ First Name O Last Name
[] pisplay employee social security numbers in headers on reports.

E‘;{ Bills QuickBooks Payroll Features Pay Stub and Voucher Printing Cancel

L# checking (@) Eull payroll :

E Full pay Printing Preferences

=iy Desktop View e
() No payroll

Default

‘ Items & Inventory Also See:
-+ Jobs & Estimates [] copy last paycheck earnings when creating new one. = I
enera
“_ Payroll & Employees Recall guantity field on paychecks.
&y Reminders Tax:1099
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When entering time for company employees, use the Weekly Timesheet.

=

Weekly Timesheet (o o
@ Previous % Next () Print v‘ B2 Edit Single Activity

Timesheet nave [T - i

Jacobsen, ... Installation  Regular Pay 800 6:00 6:00 6:00 2600 [V A
Pretell Real... Framing Regular Pay 2:00 800 1000 [~

v
Totals 8:00 6:00 6:00 8:00 800 0:00 0:00 36:00

« Wrap text in Notes field

Copy Last Sheet Save & Close } Save & New ‘ Revert

This records the expense of payroll by the job and by job phase.

Job costing when using a payroll servi
hand.

Bank Account | Checking

ce is more work. The calculations must be done by

Fay to the Order of Intuit QuickBooks Payroll

v Ending Balance 41,172.74
No. EFT
Date 12/15/2007 .
v $ 2,578.47

Two thousand five hundred seventy-eight and 47/100* * * == * = * =+ =+ =+ 2 == == = = oy o

Intuit QuickBooks Payroll

Address
..fé"i %

Memo Order Checks
Expenses £0.00 | Ttems %2,578.47 ‘ [J online Payment [ ] To be printed
Trem Description Qty Cost Amount Customer:Job Billable? |
06 Floor Framing |Floor Framing 1,678.19 1,678.19 |Abercrombie, Kristy:Kitchen - e |
06 Floor Framing |Floor Framing 558.28 558.28 |Bolinski, Rafal:2nd story addition - =
07 wall Framing |Wall Framing 342.00 342.00 |Abercrombie, Kristy:Kitchen -




QuickBooks for Contractors

Additional Tips and Tricks for Contractors

Tip -

In QuickBooks, accounts that are used for job expenses should be cost of goods sold
type. This allows them to show in the Cost of Jobs or (in QuickBooks) Cost of Goods
Sold section of the Profit and Loss Statement. Overhead expenses should be an Expense
type of account in QuickBooks. It is important to know how much of the company’s
revenue goes to actual job costs, overhead (cannot be attributed to any particular job), and
profit.

Some expenses, like small tool expense or vehicle expenses or communications (cell
phones) end up in overhead when they are actually job costs. If you use QuickBooks to
do payroll, a Company Contribution type payroll item can be created to record a certain
amount of these kinds of costs for each hour employees work. The rate may be as little as
.50 per hour but will allow the amounts to be moved from overhead to direct job costs.
Two general ledger accounts will need to be used. For the liability account use an
expense type account called “Less Allocated Job Costs” and for the expense account use
a Cost of Goods Sold account called “Allocated Job Costs”.

Administrative Jobs

When using the timesheet feature in QuickBooks to record payroll, all hours must be
assigned to a job. This usually requires setting up at least one ‘administrative’ type job
being used to record time not directly attributable to a particular job. The costs associated
with these administrative type jobs should be closed out by a journal entry or a zero
check to administrative expenses.

Getting the Information to The Bookkeeper

Often it is a good idea to set up an item and even a job named Unknown. These can be
used when office personnel run into occasions where they need to record a check or a bill
without all the information.

Avoid Gross Margin Fade

Gross Margin Fade is when the gross profit margin on job reports is one number, like
30% and another number, say 25%, on the Profit and Loss statement. What happened?
Company wide, the real margin in this example is 25%. Look for job costs not recorded
to a particular job. In QuickBooks Pro, this is a challenge. Look at transactions in Cost of
Goods Sold on a Profit and Loss report. Add a column for Source Name and you may be
able to find those that have a vendor name in the Name column. If no job name was
entered, the vendor name will also appear in the Source Name column.

This is easier in QuickBooks Premier or Enterprise Solutions. Run an Expenses Not
Assigned to Jobs report and filter for cost of goods sold type accounts. This should give
you everything you need.



