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15. Farm Accounting with QuickBooks

Mark Dikeman <dikemanm@ksu.edu>
Mark Dikeman works as Coordinator of Professional Development and
Training for the Kansas Farm Management Association. Before moving to
this position, he worked as an Extension Ag Economist in the Holton KFMA
office. Mark received a B.S. degree in Animal Sciences and Industry and a
M.S. degree in Agricultural Economics from Kansas State University.

Abstract/Summary
Accurate farm accounting records are a critical foundation for a variety of
farm management tasks. From tax planning and preparation to farm
financial evaluation to enterprise analysis, farm managers need accurate
accounting records. In this session, we will provide an introduction to farm
accounting with QuickBooks, one of the most popular small business
accounting systems. We will discuss the advantages and disadvantages of
using QuickBooks, getting started with QuickBooks, entering common
transactions, and using QuickBooks for enterprise analysis.
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Notes on This Presentation

* Focus of this section will be advanced use of
Quickbooks
* There are easier ways to do everything shown
¢ Focus will be on accounting for business
performance and financial analysis
¢ Accrual accounting
¢ Tracking inventory
* Enterprise analysis

Notes on This Presentation

* We are forcing Quickbooks to do things it
normally doesn’t do to fit our needs

¢ Failure to follow proper steps may result in
unexpected results

* This should really be a day long course!
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Capital Asset Purchases
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Capital Asset Purchases
* Capital asset purchases without financing can
be recorded like other expenses
* Required:
* Fixed Asset or Other Expense account
15000 — Furniture and Equipment
¢ Long Term Liability accounts
New loan: JD Financial — Combine
Old loan: Very Big Bank — Combine
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* Required:
¢ Inventory tracking account
Purchased Calves Inventory — Other Current Asset
* Farm Resale Inventory Part Item
PCalvesBought — Purchased Calves Bought

¢ Linked accounts:

Asset Account Purchased Calves Inventory

Income Account Purchased Calves Inventory

COGS Purchased Calves Inventory

IIIIIIIIIIIIIIIIIllllllllllllllllliiiiii

IIIIIIIIIIIIIIIIIIIllllllllllllllllliiiili

Recording Resale Purchases

o i o
X L &
On the Home H
screen, click on E
v Write Checks E = . =
- s > ‘i' -
-
& -

.

Recording Resale Purchases

W N e e TR WTER T8

vors Pog Bt - Faem Craonng

d 983284

Enter check number,
Date, Amount, and Payee

AT'E NEW




Recording Resale Purchases

S5 o bt st RS Ly Lo L

Yoy By Re - Fae Cracmng = 983284
]
st @
& 000
wama sees

-
Recording Resale Purchases

vary fog Rane - Farm Chacnng. SE3284
F
(T
8 T
4 g o
nnnnn z
£
5
%
Emerans ms

-
Select the appropriate
Item from the Item list |**

-
Recording Resale Purchases

i - 1 = e 983284
%
[T -
Eae B 000 00
i H
H
Enter the quantity and E
total purchase amount "

-
Recording Resale Purchases

Quickbooks will ask if
you want to update
- N e — the cost of the item.
Check Do not display
this message in the
future and click No

H| WHATS NEW

|
Recording Resale Purchases

%
T w
Eae B 000 00
= B
H
Enter a unit weight i
in the description x

|
Recording Resale Purchases

Co
W
e 1)
[ z
3
®
Expen W e 0
. F i e

Click Save & Close




Recording Raised
Grain & Livestock Production

Recording Raised

Grain & Livestock Production
* Required:
¢ Inventory tracking account

Raised Corn Inventory — Other Current Asset
¢ Inventory Part Item

R Corn — Raised Corn
¢ Linked accounts:

Asset Account Raised Corn Inventory

Income Account Crop Sales

COGS Opening Balance Equity
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A Click Save & Close
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The updated
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Item list
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Recording Raised
Grain & Livestock Sales
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Recording Raised

Grain & Livestock Sales
* Required:
¢ Inventory Part Item (R Corn)
* Linked accounts:

Asset Account Raised Corn Inventory

Income Account Crop Sales
COGS Opening Balance Equity
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column and clicking OK
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* Required:
¢ Resale Non-Inventory Part Item
PCalvesSold — Purchased Calves Sold
e Linked accounts:

Income Account Purchased Calves Inventory
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* Caution!! Errors here could have a significant
impact on taxable income

e Consult with your tax preparer before making
Recording Resale COGS resale COGS entries
* Required:
* COGS account
Resale Cattle Cost — Cost of Goods Sold Account
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Recording Patronage Dividends

equired:

* Patronage income account
42800 — Patronage Dividends

¢ LT Receivable account

Coop Deferred Patronage — Other Asset Account
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From Account column,
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account as you did in the
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of patronage again (this
time as a negative) on the
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From Account column,
select a deferred patronage
other asset account.
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Recording Landlord Refunds
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On the Home screen,
click Record Deposits
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accounts as a negative expense
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Questions?

Mark Dikeman
Coordinator of Professional Development & Training
Kansas Farm Management Association
dikemanm@ksu.edu

3 785-364-0590 Cell
3 785-539-0373 Office

An Introduction to Farm
Accounting with Quickbooks

Mark Dikeman
Coordinator of Professional Development & Training
Kansas Farm Management Association
dikemanm@ksu.edu
785-364-0590 Cell
785-539-0373 Office

What is Quickbooks?

* Quickbooks is double entry accounting
software designed for small businesses

* Relatively difficult to learn
* Relatively easy to use
* Relatively powerful

Quickbooks Strengths

* Low purchase price (=$175)
* Quickbooks is very good at:
* Double entry accounting
* Tracking invoices and accounts receivable
¢ Tracking bills and accounts payable
e Calculating non-farm cost of goods sold (COGS)
* Payroll — If you pay annually (=$300)
* Keyboard shortcuts
* Quickbooks is flexible

Quickbooks Weaknesses

* Quickbooks is flexible
¢ Follow steps exactly on the Home Screen!
* Advertising “stuff”
* Farm accounting differs from accounting for
other small businesses
e Cash vs accrual
e Cost of goods sold

Quickbooks Weaknesses

* Farm cost of goods sold (COGS)

¢ Quickbooks only uses Average Cost in COGS
calculations

e Farmers must use First In First Out (FIFO) for resale
livestock
* Payroll add-on may be overpriced for the
average farm employer




Is Quickbooks right for you?

* What is your accounting objective?
* How much time are you willing to spend?

Is Quickbooks right for you?

* What is your accounting objective?
* Tax records?

¢ Reports for banker?

* Business performance and financial analysis?

Is Quickbooks right for you?

* What is your accounting objective?
e Tax records?

* Quickbooks handles tax records with ease but is
extreme overkill for tax records alone

* Reports for banker?

* Business performance and financial analysis?

Is Quickbooks right for you?

* What is your accounting objective?
e Tax records?

¢ Reports for banker?
* Quickbooks reports include
— Income statements

— Inventory quantities on hand
— Balance sheets

¢ All are tax basis!

— Quickbooks will not create fair market value balance sheets
— Reports can be exported to Excel and modified

¢ Business performance and financial analysis?

Is Quickbooks right for you?

* What is your accounting objective?
* Tax records?

¢ Reports for banker?

¢ Business performance and financial analysis?
¢ This is where Quickbooks really shines!
¢ Financial analysis requires
— Accurate accounting
— Tracking inventory
— Tracking A/R & A/P

Is Quickbooks right for you?

* How much time are you willing to spend?

¢ Accurate accounting requires work in Quickbooks
weekly, if not daily

¢ Accounting entry once or twice per year is not adequate
* Financial analysis requires considerable effort
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Quickbooks Setup

Let's get your business set up quickly!

Answer some basic questions and we'l do
the rest. You can ahways make changes later. Express Start
[Recotnrtierdod foe teev ies]
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Enter your company information
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Select your industry
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your tax preparer.
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Quickbooks Setup Quickbooks Setup
T T

Select the first month of your fiscal year Set up your administrator password

Ve recommend you § your company ke You wil D8 GromQed i s
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want an administrator
password. Click next
without entering a
password if you don’t want
one. Itis not required and
can be added later if
desired.

beginning month
of your fiscal year.
If you are not
sure, ask your tax
preparer. Usually
January.

Reed help settiogup?
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Create your company file
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= Select a location to save your
company file that will be easy
to find. Quickbooks’ default
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e location is somewhat hidden.
Click Next. You will be asked bl
where you would like to save }_ Quickbooks defaults to using
the Quickbooks company file. the business name as the

company file name. Change
the name as needed.
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What do you sell?
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Customizing QuickBooks for your business
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Quickbooks Setup
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Do you charge sales tax?

Reed help settiogup?

wan mayapel)

Quickbooks Setup
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Do you want to create estimates in QuickBooks?
hoss Sorme Sulifeibed Pelel 1 sikmates 41 guoten, bida, of propossis.
 Cm—
Anterview Progrews
Need helpsettg ot
Poas may apeh)
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Tracking customer orders in QuickBooks
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Sales orders can be
useful if you want to
track sales contracts
and inventory

Vou can change 3 ales cese 1530 I
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Using statements in QuickBooks
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Managing bills you owe
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Tracking inventory in QuickBooks
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Tracking time in QuickBooks
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Select W-2 employees
(assuming you have
employees) even if you
will calculate payroll by
hand. Selecting 1099
contractors adds a few
useful features that may
be useful at year end.
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Using accounts in QuickBooks
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good reason, start at the
beginning of your fiscal
year. Entering transactions
starting mid-year will create
confusion for you and your
tax preparer.
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Quickbooks Setup

* The Quickbooks default chart of accounts for
agriculture is the minimum needed for tax
preparation

* This is usually not adequate for business
analysis

* Work with your tax preparer or KFMA
Economist to develop a chart of accounts that
works for both of you

H

Quickbooks Setup
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Click Next

Rsed help satting up?

Quickbooks Setup

You've got a company file! Now add your info.

Add the people you do business with
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Ready to start working?
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Adding Accounts to the
Chart of Accounts

Add a Bank Account

Add a Bank Account

* You will need:

¢ Beginning statement balance from the first bank
statement that ends in the first month of the fiscal
year

« Total of all outflows from prior year that did not
clear the bank until the current year (may come
from several bank statements)

* Total of all inflows from prior year that did not clear
the bank until the current year

Add a Bank Account

* Beginning Quickbooks balance:

Beginning Statement Balance
- Total Outstanding Outflows
+ Total Outstanding Inflows

= Beginning Quickbooks Balance

ox

Add a Bank Account

Click to open the -~
chart of accounts. 75
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i
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Balance Equity

Aczounts Papabls

Click on Account in
the bottom left and
click on New.
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Add a Loan
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debt with a regularly
scheduled payment

Cancel
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Add a Loan
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It may be helpful to
enter the loan
interest rate and
regular payment
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Enter a name for
the loan.

Sgve & Close Save & Hew Cancel
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NOT use Enter
opening Balance

Save & Hew Cancel
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Add a Loan
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If you are setting up
Quickbooks for the first
time and adding a loan
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Add a Loan
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Add an Income or Expense Account
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Add an Income or Expense Account
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Add an Income or Expense Account
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Add an Inventory Account

Add an Inventory Account
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Add an Inventory Account
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Add a LT Receivable Account
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Add an LT Receivable Account

'very ig Gank - Farm Checting
» 15000 - Furmiture and Squipment

2 17000 - henamulsted Duprecision
= 20000 - hecouts Parasle

P Asast
e Asaet
ALCOURS Paratie

. ?4\:’::- Payroll Liabdites Cllck on Account |n
« 30000 - Dpaning Ralance Equity 1234567
+30800 Owntes D the bottom left and L1
+ 32000 Dwners Equiy click on New.

T

ncome

income

nzoms
incoms
ncome
e meame
wncome
Fapanse
cril ma apanss
Dxgenae
(= Capanae

Bccount v Actbes v Reports v Amach
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Add a LT Receivable Account
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Adding Items

Quickbooks Items

* [tems are used to detail purchase orders, sales
receipts, and invoices and link them to
inventory, income, and expense accounts

e Quantities are not available without the use of
purchase orders, sales receipts, or invoices

* Several item types are available, we will use:
¢ |Inventory Part
* Non-Inventory Part

Add an Inventory Part Item

* Inventory part items require links to 3 different
accounts in the chart of accounts

¢ Purchase account — used to “hold” the cost of the
asset until it is sold

¢ Sale account — used to record income from the sale
of the asset

¢ COGS account — used to record cost of the asset
consumed by the sale

Add an Inventory Part Item

* Quickbooks utilizes the Average Cost method
to calculate resale cost which is not available to
farmers

* We must force Quickbooks to do what we want
to track resale inventory

* For farm assets purchased for resale (feeder
cattle), link the inventory part item to the same
account

Add a Farm Resale
Inventory Part Item
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Add a Farm Resale
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Add a Raised

Inventory Part ltem
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Add a Non-Inventory Part Item

Add a Non-Inventory Part Item
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Questions?

Mark Dikeman
Coordinator of Professional Development & Training
Kansas Farm Management Association
dikemanm@ksu.edu
785-364-0590 Cell
785-539-0373 Office

mturk




	15_Dikeman_QuickBooks
	15_Dikeman_Quickbooks

