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Course Description

A startup business or small company may have no formal accounting system in place, which leads
to endless difficulties with record keeping and producing reliable financial statements.
The Bookkeeping Guidebook course eliminates these problems by showing how to set up and oper-
ate a double entry accounting system, create journal entries, and record information in a general
ledger. With this framework in place, the course also discusses how to issue billings, process cash
receipts, calculate depreciation, value inventory, pay employees and suppliers, file tax returns, and
produce financial statements. In short, this is the desk reference needed by anyone who wants to
create or operate an accounting system.
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Final exam: Seventy-five questions (multiple-choice).
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Instructions for Taking This Course

Log in to your secure account at www.bhfe.com. Go to "My Account.”

You must complete this course within one year of purchase (If the course is “Expired,” contact
us and we will add the latest edition of the course to your account (no charge).

To retain the course-PDF after completion (for future reference) and to enable enhanced navi-
gation: From “My Account,” Download and save the course-PDF to your computer. This will
enable the search function (Menu: Edit>Find) and bookmarks (icon on left side of document
window).

Complete the course by following the learning objectives listed for the course, studying the text,
and, if included, studying the review questions at the end of each major section (or at the end
of the course).

Once you have completed studying the course and you are confident that the learning objectives
have been met, answer the final exam questions (online).

Instructions for Taking the Online Exam

Log in to your secure account at www.bhfe.com. Go to “My Account.”

A passing grade of at least 70% is required on the exam for this course.

You will have three attempts to pass the exam (call or email us after three unsuccessful
attempts for instructions).

The exam is not timed, and it does not need to be completed in one session.

For a printed copy of the exam questions, open the exam and press "Print Exam."

Once you pass the exam, the results (correct/incorrect answers) and certificate of completion
appear in "My Account.” A confirmation email is also sent.

CFP Board and IRS credit hours, if applicable, are reported on Tuesdays and at the end of the
month.

Have a question? Call us at 800-588-7039 or email us at contact@bhfe.com.
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Learning Objectives

Cite the responsibilities of the bookkeeper.

Recognize the underlying principles of accounting, and the nature of the accounting cycle.
Identify the situations in which different chart of account structures should be used, and the
issues relating to the reduction of the chart of accounts.

Specify the types of subsidiary ledgers, and the uses to which the trial balance can be put.
Recognize the steps involved in closing the books and reviewing the financial statements.
Identify the different formats in which the financial statements can be presented, and the ac-
counts used in each of the statements.

Identify ratios that can be used to interpret the information in the financial statements.

Cite the controls used in the processing of billings, cash receipts, payables, expense reports,
petty cash, and payroll.

Specify the documents used in the processing of credit requests, billings, and communications
with customers.

State the responsibilities of the parties involved in cash processing, and the causes of errors in
that processing.

Identify the situations in which procurement card billings can be called into question, and the
types of reimbursements allowed on an expense report.

Cite the reimbursement rules related to expense reports.

Describe the elements of a petty cash system.

Recognize the types of inventory tracking systems, and the methods available for estimating
the cost of ending inventory.

Cite the key concepts relating to the calculation of depreciation, as well as the methods of
depreciation.

Describe the depreciation rules related to land.

Identify the causes of a loan balance difference in the records of the borrower and lender.
Recognize the government forms associated with payroll activities.

Specify the methods for calculating gross pay and determining income tax withholdings.
Recognize the accounting for payroll transactions.

Recognize the timing of payroll tax deposits, and the penalties applicable to late payments.
Describe how the FUTA tax is calculated.

Cite the forms used by the different types of businesses to report their income tax liabilities.
Describe the loss recognition by partners in a partnership.

v



About the Author

Steven Bragg, CPA, has been the chief financial officer or controller of four companies, as well as a con-
sulting manager at Ernst & Young. He received a master’s degree in finance from Bentley College, an MBA
from Babson College, and a Bachelor’s degree in Economics from the University of Maine. He has been a
two-time president of the Colorado Mountain Club, and is an avid alpine skier, mountain biker, and certified
master diver. Mr. Bragg resides in Centennial, Colorado. He has written more than 300 books and courses,
including New Controller Guidebook, GAAP Guidebook, and Payroll Management. He has also written the
science fiction novel Under an Autumn Sun, first book in The Auditors trilogy.

Copyright © 2024 by AccountingTools, Inc. All rights reserved.

Published by AccountingTools Inc, Centennial, Colorado.

No part of this publication may be reproduced, stored in a retrieval system, or transmitted in any form or by any means, except as permitted under
Section 107 or 108 of the 1976 United States Copyright Act, without the prior written permission of the Publisher. Requests to the Publisher for
permission should be addressed to Steven M. Bragg, 6727 E. Fremont Place, Centennial, CO 80112.

Limit of Liability/Disclaimer of Warranty: While the publisher and author have used their best efforts in preparing this book, they make no repre-
sentations or warranties with respect to the accuracy or completeness of the contents of this book and specifically disclaim any implied warranties
of merchantability or fitness for a particular purpose. No warranty may be created or extended by written sales materials. The advice and strategies
contained herein may not be suitable for your situation. You should consult with a professional where appropriate. Neither the publisher nor author
shall be liable for any loss of profit or any other commercial damages, including but not limited to special, incidental, consequential, or other
damages. ISBN-13: 978-1-938910-41-8



Table of Contents

Chapter 1 - The Bookkeeper Position 1
The BOOKKEEPET POSITION .....ieiiieiiiieeiieciie ettt eteee e st e sttt e st e e sttt e s taeestbeessaeessbeessseessseesssaensseesssaensseenssaensseessseenses 1
BoOKKEEPET QUALITICALIONS ....eevveiiiieeiieiiieste et e ete et e ste ettt esteeseaeessaeestbeessbeessseesssaessseesssaensseessseesseenssesnsseessseensees 2
The Full Charge BOOKKEEPET ........oeuiiiiiieitieiieteee ettt ettt st ettt et e e sbe e st e beebeeateseeesae 2
Relations with the COmMPAnY s CPA ......cc.oii ittt ettt ettt st e et eeseteesabeessaeeesbeessseessseesssaenssessssaenses 3
The Difference between Accounting and BOOKKEEPING ........c.eecvieiirierieiieieeiieie ettt ees 3

Chapter 2 - Bookkeeping Basics 7
Financial ACCOUNTING BASICS ......evieiiieiiiieeiieiesie ettt et ettt s e et e e beestessaesaeessee st esseenseensesseenseenseensennsesnnesees 7
AcCOUNING FrAMEWOTIKS .....ouiiitieiieiieie ettt ettt et et e st et e e st esseesbeesae st aeseenseensesnsesnnesseenseanseenseans 8
ACCOUNTING PLINCIPLES ....vieieiietieieeie ettt ettt et et et et e et e st e saeesseenseenseesseassessaenseenseensesnsesnsesseanseanseenseans 9
The ACCOUNTING CYCIE....eiuiiiiiriieiieie et ete ettt ee et e st e st e st e st e este e st eseesssessaesseenseensesnsesseesseanseenseanseansesnsansaenseensenn 10
ACCOUNTING TTANSACLIONS ......eeitientietieiieetie ettt ettt ettt st et e ste et et ee e e et e e sb e e be e bt embesaeesaeesbeenbee et emteeneeeneeebeenbeensean 11
Types Of TranSaCtioN CYCIES ......iiiiiiiiiiiiieiieeriieeie ettt et ste ettt e s teesteeessaeessbeessseessseessaeesseessesssseenssesssesnsnennns 11
SOUICE DOCUIMENITS. ...ttt et ettt ettt ettt a e et esb e e bt em b e e abesaeesaeesb e e bt emteeateeaeeebeenbeenbeenbesnaeseeenae 12
DOUDIE ENtIY ACCOUNTINE. .....eitieiieiieiiieiieetteet ettt et ettt st e bt e b e et e es bt s aeesaeesbeenbe e et emteeneeeneeebeebeenseas 12
The AcCOUNTING EQUATION.......coiiiiiiiiiiiieieee ettt ettt b e b et e et saeesbeesbe e bt emteeateeaeeebeenbeenbeas 13
JOUINAL ENETIES ...ttt ettt et et e e e et e e b e bt et e a b e s aeesaeesbeenbe e et emteenteeaeeebeebeenbean 15
MajJOr JOUINAL ENEIICS ....vieiiieiiesiieiieie ettt ettt e st e st e e este e et e sstessaesseenseenseensesnsesseasseenseanseensesnsanssenseensenn 16
THhE ACCTUALS COMCEPL ....eueeeeetieiieit et eteeeteettesteesteessesstesetesseesseasstanseasseasseasaeseesseensesnsesnsesseesseenssenseenseensanssenseensenn 17
The RealiZation COMCEPL ....c.uveruieriieiieiieieeteeitesteeste et etestesetesseesteesseesseessessaesseesseensesnsesssesseesseenseanseensesnsenseenseesenn 18
AcCrual Basis Of ACCOUNTING. ......ccveiuieiieeiiiteeieriest ettt et e ettesttesteese e seeaessaesseesseesseenseensesssesssenseeseensesnsesnsesnsesnes 19
Cash Basis Of ACCOUNTINE .......c.eevuieriieiieiieieetesttesteetestestesteste e st eteessesssessaesseesseensesnsesssesseesseenseanseansesssenseesseensens 19
Converting Cash Basis to Accrual Basis ACCOUNTING.........ceriiriiriiiiieiieierierteee ettt ettt seee e aeas 20

Chapter 3 - The Chart of Accounts 23
Overview Of the Chart Of ACCOUNES........ccuiiiiiiet ettt ettt et st s bee b e et e bt enteeaeeebeenbeenbeas 23
The Three-Digit Chart Of ACCOUNTS. ......oouiiiiitietieteee ettt ettt et et e st eseeesbee bt e bt eneeeaeesbeenbeenbeas 25
The Five-Digit Chart Of ACCOUNTS .....cc.uiiiiitieitietieteete ettt ettt ettt b et et s e saee s bt e bt et e enteeatesaeesbeenbeenseas 27
Chart 0f ACCOUNTS REAUCTION ....coutiiuiiiiiiiiiiieeet ettt ettt st st e bttt et eeteeaeeebeenbeenbean 29

Chapter 4 - The Ledger Concept 32
THE Led@Er COMCEPE ...ecuvieeeeiieeiiertiete ettt ett et et e bt etesaesetesseesseesseenseeaseessessaeseenseensesnsesnsesseenseenseanseenseensanssenseensenn 32
PoSting t0 the GENeral Led@ET ........ccuieiieiieieeiiecitecieeie ettt ettt et e beeaesseesseessee s e enseenseensanssenseensens 33
GENETAl LeAZET OVEIVIEW .....eevieiieiieiiieiieeiteeteeett et etestesetesetesstasseesseessesssessaeseesseansesnsesnsesseesseenseenseenseensansaenseensenn 34
The Accounts RECEIVADIC LEUZET........cueeuieiieiieiiieiieie ettt ettt ettt e et essesaeesseessee st enseensesnsensaenseensens 35
The PULCRASE LEA@ET ... e iuieieieiieiieie ettt sttt et et e et e et e s st e s e e seenseensesaeesseesseenseanseenseensansaeseensenn 35
The Cash RECEIPES LA ... .cccuiiiiieiiieiiieeieect ettt ettt ettt e et e e s tae e tbeesabe e baeesaeesseeseessseeseeenssesnsnennns 36
Reconciling the General Led@eT........cviiiiiiiiieiiieeieeeitesee ettt ettt e tae et e e sateebaeessaeetaeeseesnsaeeseesnsseensnennes 36
Overview of the Trial BalanCe ..........cocuoiiiiiiiiiiiee ettt st sttt ettt st eebee b enbeas 37
The Trial Balance FOIMAL...........coooiiiiiiiiiiee ettt ettt st sae ettt et eaeesb e nbeenbean 37
The Extended Trial BalAnCe ..........coouiiiiiiiiiiiieieeee et ettt st st sa ettt et saeesbeenbeenbean 39
Trial Balance Error COITECTION ......c..ouirtiriirieitietietet ettt ettt ettt ettt et ettt be bt ettt eb et et et e saesbesaeebnennens 40
The Post-Closing Trial BalancCe...........c.oecuieiiriieiiieiieie ettt ettt et seesseesseeseenseenseensessaenseensens 41
Evaluation of the Trial BalanCe...........coiviiiiiiiiiiiiieecnee ettt ettt ettt st ennens 41

Chapter 5 - Closing the Books 44
JOUINAL ENELIES ...ttt ettt b e st b et ea et e st b sbe bt e bt ea s et et e b e seeebesbeeunennens 44

THE ACCIUALS COMOEPL .. e.uietieiieieeieetestestt et eteeeteettesttesseesseesseensesseesseesseanseanseanseassessaenseenseensesnsesnsesseenssanseansenns 44
AJUSHING ENETICS ...ttt ettt et h e b e bt et et e e et e saeesbeesbe e bt emteenteeaeesbeenbeennean 45
REVETSING ENIIES ...eouviieiiiiiieetie ettt etee et e et e et e et e s teeesbeesabeeeaseessbeeesseesssaeassaesssaessseesssaensseessseensseenssennnses 45
CommoOon AdJUSHING ENEIICS. .....eoiiiiiiiiiieiee ettt ettt ettt e b e b et e et esatesbeesaeenbeenteenteene 46
CLOSINEG ENIIES......eeteeteetiet ettt b et ettt sh e sb e e bt et e eat e eu e e ebeeeb e e bt embeembesatesseesaeenaeeneeenteens 48
Prior Steps: UPAAte RESEIVES .....ceiuiiiiiiiiiieiiieiiieete ettt ettt sete et e esveesteeessaeestbeessseesseesaeesseesseesseanseesssesnsnesnns 49
Core Steps: ISSUE CUSTOMET INVOICES ...eecuvieriieiiieiiieeiieete et este ettt esteestreesaeestaeessseesseeessaeessseasseesssseesssessseessnesnes 50
Core Steps: Reconcile the Bank StatemeEnt ...........ccvevuiiiiiiiiiieriei ettt ese s e enseesaesseensees 50

vi



Core Steps: Calculate DEPIrECIAtION. .......ccuieieeriertiertieteeteetestestteteeteeresstessaesseeseessessesssesseesseesseenseensesssenssesseensens 50
Core Steps: ACCOUNLES PAYADIC........cc.iiiieiieieieeeeee ettt ettt e et e s seessee st et e enseenseensaesaenseensens 50
Core Steps: ReVIEW JOUINAL ENEIIES ....cocviiiiiiiiieeiieeiieeie ettt este et s e et e e saaeebeeesseeestaeeseessaeeseeessesnsnennns 51
Core Steps: RECONCIIE ACCOUNLS .....ieiiiiiiiieiiieiiieeie et et et ste ettt esaeestbeessaeessseessseeseeesseeesseaseesssseesssesnssesssnennns 52
Core Steps: Close SUDSIAIATY LeA@ETS......uieiuiiiiieiiieiiieeieeeieeete ettt et e e steestaeesaaeestaeessaeessseesseesssseenseeesssesssnesnes 53
Core Steps: Create FINancial STatemMENTS.........ocvieeiieiiierieeiieecie et este ettt esteestteesaeesseeessaeesseeesseesssseesssesnssessssesnes 53
Core Steps: Review FInancial StatemMENtS.........c.ieevieriierieeiiiecieerieeste et steestteesaeestteessaeesteeesseessaeesseeessesnsnennns 54
Core Steps: ACCTUE Tax LiabilitIeS. . .cuieiiieriieiiieeiieiiieeie et eete e e ste st e e ste ettt esaaeesbaeessaeessseeseessseenseeesseessnennes 54
Core Steps: CloSe the MONtN...........ccuiiiiiiicieieeeee ettt ettt et e beesesaeesseesseeseenseenseensaesaenseensenn 54
COre StePS: Add DISCIOSUIES ... .eevieiieiieiieiieeiestterte et eteste st estt et eteeetessaesseeseeseessesnsesssesseesseenseanseensesnsensaenseensens 55
Core Steps: Issue FINancial STAteMENtS..........cveiuieriieriiiieiie ettt ete sttt etesteseesseesseeseenseensesssassaenseensens 55
Delayed Closing Steps: CLOSINZ IMELTICS ......ueeuiertieriieieeiestestesteett et etesttessaesseesseessessesseesseesseeseenseessesssesseessessses 55
Delayed Closing Steps: Document Future Closing Changes............ccvecveeierierienienieeie e seeseeseeeeeeeesaessaesseensees 56
Delayed Closing Steps: Update CloSINg ProCEAUIES ..........c.eiiirieriieiieieeieeieeteitete ettt ese e enaeesaesseesees 56
Chapter 6 - The Financial Statements 58
INCOME StAtCMENE OVEIVIEW .....eeutieniieiiieiiietieetteit ettt ettt st e st e e bt et ea e st esb e e b e e bt esbeeaeesaeesaeesbee et enteenteeneeebeenbeensean 58
The Single-Step INCOME STALEIMENL .......cc.uiiiiiieitieiee ettt st sb et e bt et eeaeesbeesbeenbeas 61
The Multi-Step INCOME STALCINENL........ccciieiiieiiieeieeeit et ete ettt e ste et e esaeestbeesaaeessaeessaeessseesseensseesseesssessssesnes 61
The Multi-Period INCOME StAtEMENT .........eeuiiitieitieiiiii ettt ettt sae et e e enteeaeesbeenbeebeas 62
How to Construct the INncome StatemMEnt ...........cc.eiriiiiiiiiiiieiee ettt sttt et et ebee e ebeas 63
Overview Of the Balance SREET ........c..coiiiiiiiiiiiiie ettt ettt 65
The Comparative Balance SHEET ...........cccuiiiiiiiiieieie ettt ettt et e s eeseeesaee s e enseenseenseesaenseensens 68
How to Construct the Balance SHEEt..........ccoiiiiiiiiiiinieieeictcteee sttt ettt 68
Overview of the Statement 0f Cash FIOWS ........ociiiiiiiiiiiiiecieee ettt e essaesseesees 71
The DIr€Ct MELROM ...ttt sttt ettt be bt b et e st et e b sbesbeebeeatennens 71
The INAITeCt MELROM. ... .ottt h e bttt e e st esheesbee bt et e enteeateeaeesbeenbeenbean 73
How to Prepare the Statement 0f Cash FIOWS ......cccuiiiiiiiiiiiiiciceee et e e e eene e 74
Chapter 7 - Interpretation of Financial Statements 78
Interpretation of Financial StatemeEnts..........cceviieiiiiiiieiieecie ettt see et e e eesbe e e aeeetaeesseeesseensnennns 78
HOTIZONTAL ANALYSIS ... viiiiiiiiiiieiiieeiteete ettt et e e sttt e s te e taeessae e tbeesseeesseesaeessseessseensseenseeensseenseesnsseenseessseensnennns 79
VETHICAL ANALYSIS 1uuvieiiieeiieiiteeieeetteetee et e et e st e ebeeseteeesbeessbeeesseesssaeasseessseaasseesnsaaasseesnsaeasseesssaeasseesnseensseesnseensseens 81
CUITENE RALIO ..ttt et ettt b e bt b e bt ea b et et e bt sbe bt e bt eb s et et enbenaeebeebeensennens 82
QUICK RALIO 1.uivieiiieeiieeeie ettt ettt ettt e ettt e et e e e taeeetae e tbeeetae e tseesaseesseessseesseesseensssansaeesseansseesseesseesseansseanes 83
5T 118 U A TG TSRS 84
Accounts Payable TUIMOVET RALIO.......cciiiiiiiiiieiierieit ettt st s e st e e et e ensesnsessaeeseenseensesnsesnnesnnennns 85
Accounts Receivable TUIMOVET RAtIO......ccciiiiiiiiiiiiiiee ettt st 86
INVENntory TUINOVET RATIO ......coouieiieiieiieieeeee ettt et ettt e st et e e b e et e e nsesaeesseenseenseenseensesnsassaeseensenn 86
Fixed Asset TUIMOVET RALIO ...c..eoiuiiiiiiiiiiiiiete ettt ettt et st sbe e b e e et e bt e st e eaeeebeenbeenbean 87
Sales to0 Working Capital RAtIO ......cccueiiiieiiieiiieie ettt et e sa e et e e e e taeesabeessaeessaeessseessseesseensseennas 88
Dbt t0 EQUILY RALIO.....cctiiiiiiiiieiiiecieeeteete ettt ettt et e et e e aaeetb e e saeetbeessaeensaeenseeenseeenseesnsseenseeensseesnennns 88
FIX@A CRArE COVETAZE .. veivvieieiieiiiieeiieitieeeteesitteeteestteeseae e tteessseesseassseasseessseessseessseensseenseeensseenssessseenseessseenssennns 89
BIrEaK@VEIN POINT .....iiuiiiiiiiie ettt ettt b e b e h e bt et et e sat e sbee bt et e et e e st eat e b ee bt enbean 89
GTOSS PrOTit RALIO....c.eiiiiiiieieiccc ettt ettt b e bbbt e et e b sa e ebesbeeatennens 90
INEE PIOFIt RALIO ..ttt b et et ettt b e bt bt et e e b s et e b sbeebe et eneen 90
RELUIT 01 INEE ASSEES ..c.eeiiiiiiiiiieiiete ettt ettt ettt ettt e et et s et saeesaee bt et e enteeenesanenbnenseennees 91
Limitations 0f RAtIo ANALYSIS......c..ecuieriieiieieeieitiesteeteeteste st e st et eteeeeeestessaesseeseesseensesseesseesseesseanseenseessenssenseensens 92
Chapter 8 - Bookkeeping Controls 95
Customer Billing COMLIOIS. ........eeruiiiieiieiieieeiesiteie ettt et e st ettt et e et e staesseeseenseeasesneesseesseenseenseenseensesssenseensenn 95
COIECTION CONLIOLS ...ttt ettt ettt et et e e e ea e e b e b e e bt e st e e aeesaeesbeesbee bt enteenteeneeebeenbeenbean 97
CasSh RECEIPLS COMNLIOLS ...viiuvieiiiieiiiieeiieeiieete et e eteesteeste e tteessae e tbeessseessseessseesseessseessseensaeesseassessseensseensseensnennns 98
ACCOUNTS PAYADIE CONIIOLS ...eevvieiiieiiieiiiieciie ettt este et et e et eete e tb e eteeestaeesbeesstbeesseesssaeenseesnsaeenseesnseessseesnseennseens 101
EXPENnSe REPOTT COMIIOLS......uiiiiiiiiiieiiieitie ettt estte et e et e et eetteeteeebeeestaeesbeesstaeenseesssaeenseesnsaeanseesnseesnsessnsesnnseenn 105
PEtty CasSh COMLIOLS ... .ieiuiieiiieeieeiie et estte ettt et et e et e et e et e estbeesteeestaeesseesasaeenseesssaeenseesnsaeanseesnseesnseesnsennnseens 106
PAYTOIL CONIOLS. .. utiitiieeiiieitieeeie ettt ettt et e ettt e et e e e e e tee e baeesseeestbeesseeestseesseesasaeenseesnseeanseesnsaeanseesnseesnseesnsesnnseenn 107
Chapter 9 - Sales and Collection Activities 112
OFfEring Credit t0 CUSTOIMEGTS ... .e.uietieieetiesierieeteetestestestteteesteestessaesseeseessesnsesseesseesseanseensesssesssensaenseensesnsesnsesses 112

vii



The BILLING PIOCESS ...veiuviiiiiriieiieii ettt ettt st st e sttt et e et e s st e st e e seenseensesseesseesseenseenseessanssenseenseensennsesnsenens
Additional Manual BillIng STEPS........cccueiieiierieiieiieieetiesieeste et ete st st e st eteeteenaeesaessaenseeseensesnsesseesseenseensennsenns
THE INVOICE. ...ttt ettt et a ettt et e e e s b e bt e bt e mb e e et e s ae e s bt e bt eme e em e e ebeeeb e e bt enbeentesmaeseeenae
Accounting fOr Sales DISCOUNLS ........oouiiiiiiiiiei ettt ettt e bt et et eate s bt e s bt enbeenbeemaesaeesae
Credit MEIMO PrOCESSINE ...ouviieuieeiiiieiieeitie et ettt eeite et e estteesteeetteesteeesseeestaeesseesssseenseesnsaeanseesnsseansessnseesssessnsesnnseenn
THE Credit IMBIMIO ...ttt ettt ettt e a e e b e b e bt et e e et e sat e sbeesbe et e ea bt eateeb e e bt ebeenbeemnesaeenae
[0 1 B (<O OO PTOPRR
REMIHNG SAIES TAXKES ..e.uvieiiiieeieeitiieite et este ettt e stte et e estteesteeeteeestbeesseeestaeesseesaseeanseesnseeanseesnsaesnseesnseessseesnsesnnseens
SAIES TAX INEXUS. c. ettt sttt et ettt et ettt besb e bt eateat et et e s bt sb e bt ebtes b et et e bt se e eb e ebeebteat et e besbeebesbeebeeneennen
ECONOIMIC INEXUS ...ttt sttt ettt st b e sh e bt et et et et e bt sb e bt e bt eb b e st et enbe st e ebesbeebeeneennenee
Sales TAX EXCIMPLIONS. .. ..ccuieriieiieiieieeiteeitestt et et e et e ste st este e st eseeesaeesaesseesseenseanseansesssesseesseenseenseansenssenseenseensen
The Accounts Receivable AgINg REPOTt .......ccuieiiiiiiiiiiieriet ettt ettt eenae e ses
Reconciling AcCOUNtS RECEIVADIC.........cciiiiieiieiicie ettt sttt et e esaeesaessaenseenseensesnneses
The StatemMent Of ACCOUNL......coutiutiiiiiie ittt sttt et ettt be bt bt est et e b e st e s b e sbeebeeseenaenee
COLIECTION ACHIVITIES ...ttt ettt ettt ettt ettt se e st e e bt et eateeatesb e e bt en bt embesaeesaeesbeenbeemeeenteeseeebee bt enbeemsesmnesaeenae
Calculating and Recording Bad DEbts .........ccoooiiiiiiiiiiiie ettt s
Direct WIite-Off METhOd ......couiiiiiieiee et ettt sttt et et sb e s b e b e e e mtesaeesae
Allowance for DOubtful ACCOUNLS .......eeiuiiiiiiiiie ettt sttt ettt et st esbe e b e e ete e sae
Chapter 10 - Cash Processing
(0410 QAT 1S3 | o PSPPSR
Check ReCeipt IMPIrOVEIMENLS .......ccvieiieiieiiieiieieeiesieete sttt ete e e sttesteebeessesssesseesseesseenseenseessesssesseenseensesnsesnnesees
The Bank LOCKDOX....c..couiiueieiiiietie ittt ettt ettt b e bbb et st besbe bt eae e enee
REMOtE DEPOSIL CAPLULE ....ouvieueieeiieeieeiiesiieieeteete st e stte st eseeesteeseessae st eesseesseessesasesseenseenseanseensenssesseenseensesnsesnnesnes
[0 1 1 0 T3 1 £ TSR
[ T LA O B T eTS | o] TSP
The Bank RECONCIIIALION .......couiiiiiiiiiiitietieeee ettt ettt st ettt et es e ea et e bt e beenbeenaeseeenae
The Not Sufficient FUNAS CONCEPL.......cciiiiriieiiiieiieeie et este et eeeetteeteesteeeaeessbaeesbeesssaeesseesnseessseesnseesseens
The Daily Bank RECONCIIATION .......ieiuiiiiiiieiiiieiieesiie ettt ettt e et eeteeetaeeteesstaeenseesntaeenseesnseessseesnseesnseens
The Proof OF Cash ......oouiiiiiee ettt ettt st sttt et e a e eat e e b e s bt e b e enbeemaesaeenae
[0 1 W 01 (4 T OO PP
Bank Reconciliation Problemis .. .......oouiiioiiiii ettt et s
Chapter 11 - Payables Processing
The Payables SYStEIMI......ccuiiieiieiieieeie ettt sttt ettt et e et e st e e st e s e enseessesseesseenseanseesseessensseseenseensennsesnnennes
SUPPLET INVOICE PTrOCESSINEZ. . ecuvieuiieeiieiieiiietieie ettt ste st et et et e eteettessee st ee st essesssesssesseesseenseenseanseessenseenseensenn
Check REQUEST FOIMN........oiiiieiieiieieee ettt ettt ettt e st e s e st e sae e seenseesseensessaesseeseenseensesnsesnnesnes
AQJUSIMENE LEET ..e.viiieiieiieit ettt ettt ettt et et eesa e et e s e e s eenseessesaeesaeeseenseanseensesseenseenseensesnsesnnennes
The Check Payment ISSUANCE PrOCESS .....ccvevuieriieiieiieie ettt ettt ettt e e enseenseensesneeens
ORI K5 @ 1 10 1S 1L PR RTUSPPPUPRN
EXPENSe REPOTT PrOCESSINE . .eeeuvieiiieiiieiiiieiie ettt esiteeite et e ettt ette e bt eeteeestaeesteesstaeesseesnsaeenseesnsaeenseesnseesssessnseennseens
EXPEnse REPOTT FOITI ...cooiiiiiiiiieeee et et e e et e et e e e sttt eesateeesnbeeeesnneeeeennee
The RevIiew 0f EXPENSE REPOITS ....cccuvieiiiiiiiieiie ettt ettt e ee et e et e et e e e e estaeesseesasaeeseesnsaeensnennes
ProcuremMEnt Cards .........coeoiieiiieiieieeeee ettt ettt et e b e bt et et s et bt e st e et ea bt ea e bt e bt e b e et ente et naee
The Procurement Card RECONCIIAtION .....c..eeuiiiiiiiiiiiiiiiiccitctetet ettt st
MiSSING RECCIPLS FOIMN .....eiuiiiiiieiiicieciesee ettt et et e st e st et e enbeesteeseesseenseenseensesnnennes
Disputed EXpenditire FOTM..........cccuiiiiiieiieie ettt ettt te st sae s tesseesseenseensesseesseenseensesnsesnnesnes
The Petty Cash SYSLEIM ......ceiieriieiieiieieetieetteste et eteste st e st et e eeteeebestee st eenseensesssesseesseesseenseanseessessseseenseensesnsesnnennes
Petty Cash Transfer FOIM..........ccuiiiiiieiieiecie ettt ettt ettt e et e esaesseeseenseensesnnenns
Petty Cash VOUCKET ......coouiiiieiicieeecetee ettt ettt e e st e s e e s st e st enseenseenseesaesseenseensesnsesnnenees
Do O T o B 50T ) ST
Petty Cash RECONCIIATION ....eeeuviiiiiieiieeeiiiecieeeie sttt e sttt e st eeseteesbeeesaeessbeeesseessseeassaessseeasseesnseensseesnsaensseens
Petty Cash DiShUrSEmMENt PTOCESS .......ueiiiiiiiiiiiieiiieciie ettt sttt et et esbeessteesbeeenaeesnbeessseessseessseesnsaesnseens
Petty Cash FUNAING PrOCESS.......iiiiiiiiieiiieciieeit ettt ettt ettt e s ve e et e e sbeessbeessbeeessaesnseessseesnseessseesnsaennseens
Early Payment DISCOUNTS .......cccuieiiieiieeiiiesie ettt esteerteesteestteestteeteeesaeeestaeesseesssseesseesnsaeenseesnsaeansessnseessseesnseennseens
Accounts Payable AINg REPOTT .......ooiiiiiiiiiiiiie ettt sttt ettt ettt e st e b e eeae e sae
TRE 1099 VENAOT ...ttt ettt b e st a ettt e st bt s bt ebe e st est et e st e b e s bt e bt eseennenee
Chapter 12 - Inventory Accounting




The Periodic INVENTOTY SYSTEIM .. ..eccvieiieiieiieiieieeiesteete sttt eteetesteestee st essessaesseesseesseenseenseessesseesseenseensesnsesnnenees 167

The Perpetual INVENTOrY SYSTEIM .......ieiiiiieiieiieiteie et ete sttt ettt eette st et ebeeaeseesseesaeesseenseessesssesseenseensesnsesnsesees 168
Inventory Cost Layering OVEIVIEW .......cc.ueiieriieuiiieiienieenttett ettt st et e bt esbesetesaeesbeesteenteenteestesbeenbeenbeenseennesaeenae 170
The First in, FIrst Out IMEthOd.......oooueiiiiiiieeeeeeeeeee ettt e et e e e e e e et ee e e e e s eennaaraeeeeeeeenns 170
The Last in, FIrst OUt METROM .......oooueiiiiiiieeeeeeeeee et e ettt e e e e e eaata e e e e e e seennaaraeeeeeeeanns 171
The Weighted Average MEthod .........c.oocvieriiiiiieie ettt et tee et eeaee s taeebeesstaeesseesssaessseesnseannseens 173
The Specific Identification MELhOM...........ieiiiiiiiiiiecii e et et e st eebeesbaeebeesssaessseesnseaenseess 174
Estimating Ending INVENTOTY.........coouiiiiiiiieiiee ettt ettt sttt ettt et eate e bt e bt e b e ebeemaesaeesae
GTOSS PrOfit METROM. ....c.eiieiiiieie ettt sttt ettt b e st ebe e nee
Retail INVentory MEthOq ........cuieiieieeieciieeee ettt ettt et et e e st e st esteenseenseesaesseenseenseensesnnennes
The Lower of Cost or Market Rule
Chapter 13 - Fixed Assets and Depreciation 181
WHAL QI€ FIXEA ASSELS? ....nviiiiieeiieietete sttt ettt st b et ae et et et s b e bt bt ebe e st eat e b e st e b e sbeebe e st ennenee 181
Fixed ASSet CIaSSITICALIONS ....cc.eeutiuiiiiriiitiiteitteit ettt ettt sttt ettt et b et be et et e b e st b e saeebeemeennenee 182
ACCOUNING TOT FIXEA ASSEES ...uiniiiiiieiieet ettt ettt st s bt et e et eat e ebte e bt e bt enbeenseenaesaeenae 183
The CapitaliZation LAMIt .......ececiieiiieiiieiie et eree et e et eerte e te e ebeeeteeebeesstaeesseesssaeenseesnsaeenseesnseesssessnseenseens 183
THE BASE UNIt. ...ttt sttt ettt e a e e e e s bt e bt e bt et e e et e s bt e sbeenae et e em e e ebeeebee bt ebeenbeennesaeenae 184
The Initial Measurement 0f @ FIX@d ASSEL........ceouiiiiiiiiiiiieii ettt ettt ettt e b e eeae e see 186
The PurpoSe Of DePIECIatiON ......cccuvieiiiesiiieiieeitieesteeteesteesteeetteeteeeteeetaeeseesstaeesseesssaeenseesnseeanseesnseesssessnsesnseens 186
DEPTECTIATION CONMCEPLS 1.uvvieririeeiieeitrieiieesiteertteestteestteestaeesseeesseeasseeesseesseesstseesseeassseesseesssseenseesnseeenseessessssessseensseenn 187
Accelerated DEPIrECIATION ........eivieiieieeie e site st et et etesttesteesseeseesesseesseesseeseenseanseessessseseenseensesnsesnsesseesseanseenseans 188
Sum-of-the-Years” Digits MEthod ..........coiiiiiiiiiiiiiie ettt sttt et e esaesseenseensean 188
Double-Declining Balance Method ...........coociiiiiiiiiieiei ettt s seeae e ees 189
Straight-Line MELhOQ ........ccooiiiiieiieie ettt ettt s et e e s e e b e estesaaesaeesseenseenseanseensensaanseensenn 190
Units of Production MEthod ..........cccoouiiiiiiiiiiiiiccene sttt sttt ettt st et 191
DEPletion METNOM. .......oociieiiieieeie et et e et e et e et e etee s taeesbeesateeenseesnsaeenseesnseeenseesnsaeanseesnseennseenn 191
IMACRS DEPTECIALION ..uvveeiiieiieeierierte ettt ertte ettt estte e taeesteeesteeesseeessseaseesssseesseeansseesseesnsseensessssseensessnsesssseesseensseens 193
The Depreciation Of Land.........ccocviiiiiiiiieiieeie ettt ettt e et e e e staeebeesstaeenseesssaeesseesnseessseesnseennseenn 194
The Depreciation of Land IMProVEMENTS. ........cuieiviiiiierieeiie ettt eee et eee et e eaeesteeeteesbaeesseessseessseesnseasnseens 195
Depreciation ACCOUNTING ENLIIES .....ccviiiiiieiiieiiieiie et eete et e ete et e eteeeteeeteestaeeseesstaeenseesssaeenseesnseesssessnseesseens 195
ACCUMUIAEd DEPIECTATION ....eeeieeiiieiiiesiii ettt et et e esteestteestteetbeebeeestaeesseessteeesseesssaeenseesnsaeesseesnseessseesnseenseens 196
ASSCE DIETCCOZNITION ....eevieieiietieie ettt et e st et et et e eitestae s ee s eenseensesssesstesseenseanseanseessasssenseenseensesnsesnsesssenseanseansenns 197
ADANAONEA ASSELS ...ttt sttt ettt ettt se bt et ea et et et e st e bt s bt bt e st e st et e st e bt s bt eb e e bt e bt et et et e st b e s bt bt st ennenee 198
ASSCt DISPOSAL ACCOUNTINE ....eevvieniieieiieeiesiteste et eteetesttesteeseeseesessaesseesseanseanssanseessasssesaenseensesnsesssesseesseanseenseans 199
Chapter 14 - Debt Accounting 202
Basic DEDt ACCOUNTINE. ......ccuveriieiieiieieetieeierte et eteste et estte bt esteesaeeseesseenseenseensesseesseesseanseansesssessaenseeseensennsesnsesnes 202
The AMOTtiZation SCREAUIE.......cc.eiiiiiiiiii ettt sttt ettt et st be st ebe et ne 203
ReconCiling the DEbt ACCOUNL..........cccuiiiiieriieiit ettt et ete et e et e e teeebeestaeeseesssaeenseesssaeesseesnseesssessnseennseens 204
Chapter 15 - Payroll Activities 207
Required GOVEIrnMENt FOIMIS ......c...iiiiiiiiieie ettt ettt e et e et e steeenbeesntaeenseesnseessseesnseannseens 207
The Employer Identification NUMDET ...........cociiiiiiieiieeiieete ettt eite e e teeetbeesaeeestaeesaessaeessnesssseenseesnns 207
FOIM Wttt et ettt e e b e b e bt et ot e s bt e sat et e eme e ee et eaeeeb e e b e enbe et e entesaeenae 209
FOTII -0 1ttt ettt b e bt bttt et st e b s bt b e bt bt et et et st e b e sbeebe et e e enee 211
Selecting @ PAYTOIL CYCLE ....oovuiiiieiieii ettt ettt et e e st esbe et e e seesbesaeesseesseenseenseanseensensaaseensens 214
EMPloyee Time TTACKING ......eeruieiieiieieeiiecieseee ettt ettt ettt et et e esaesaeesseesseenseenseessessaenseeseensennsesnnenees 215
THMESREELS ...ttt ea ettt st b e s bt bt e a et ettt b e bt bt e bt et et e bbbt bttt nee 215
THME CAIAS ...ttt sttt ea et et ettt b e s bt bt e et et et e st e bt s bt ebeesten s et e st e bt sbeebeenee b enee 217
GrOSS Pay CalCUIAtIONS......eeuieiieiieiieie ettt ettt sttt ettt et e et e s st e st e e s e enseensesseessee st enseenseessenssenseenseensennsesnnenees 218
WOTK WEEK ...ttt h e bbbttt ht e s at e s bt et e ea bt ea e e ebeenb e e b e emteemtesaeenae 218
HOUITY RALE PLAN....cciiiiiiieiiiecieee ettt ettt e s e e et e e et e e sateessbeeesseessbeeesseessseessseesnseensseesnsaesnseens 219
OVEITIINIC ..ottt ettt ettt ettt et h et e bt et ea e e a e eh e e bt et e em b e emb e eeeesaeesb e e eb e e et em bt emeeeseeeb e e bt e bt enbeemeeentesaeenae 219
COMUMISSIONS ..ottt ettt ettt ettt ettt e st e bt et ea bt ea e eb e e bt e b e em bt eabeeaeeeaeesbeeab e e et em bt emteeneeebee bt enbeenbeeneeemeesaeenae 221
Salaries Paid for Partial Periods..........couoiiiiiiiiiii ettt 221
Deductions from Gross PAYTOI] ........cccuiiiiiiiiieiiiecie ettt eee et eetee st e e et e st e ebeesstaeesseessseesssaesnseannseens 222
SOCIAL SECUTTEY TAX ..e.uviiuveiieriietieieeteeie et et et eteetestesttesseesseesseasseassessseseenseassesnsesssesseesseenseenseansesssenseenseensenn 222
IMEEAICATE TAX 1.ttt sttt ettt ettt et et st b e s bt bt e et e st et e st e bt sb e bt e bt eb b et et et e st e e b e sbeebe e st et enee 223

1X



Income Tax WithNOIAINGS. .......cecvieiiieiiiie ittt ettt et e st e esaesseeese e seenseensesnsesnnennes 223
Benefits and Other DEdUCLIONS.........ccueviiiiiiiiietcteeret ettt sttt et ae st be st be et esaene 225
The Benefits Deduction AITANGEIMENT .........ccciiiiiiiiiieieeiieetiest ettt et ettt ea e eeee st e beebeeeeeetesaeesae 225
Deductions for Payments to Third Parties ...........ccceercuiiiiiieiiiieiiieeiie ettt steeeieestee st steeeaeesseesaseesnvaeennee s 228
Charitable COMITDULIONS .......eiuiitiiiiiie ettt ettt sttt e bt e et et e et e eateebeesb e e b e et e emeeemeesaeenae 228
GarniSHMENTS OVETVIBW....c..eitiiiiiiieie ittt ettt ettt ettt e bt e bt et e e ete s ate s bt e sbe e aeen bt eabeeateebeenbe e beenbeenseentesaeenae 228
Child Support GarnISHIMENT ...........ceciieiieiieeiie et eee et eee et e et e et e eteeebaeesseeebeeesseesssseeseessseanseesssessseesnes 229
Student Loan GarniSRIMENT .............ooiiiiiiiiiie ettt st st e bt et e bt enteeseesbeenbeenneas 230
TaX GAMMISRIMIEIIL. ...ttt ettt b et b et ettt be bt bt ebt et et et e b sbeebeeaeentenee 230
UTHON DIUES ..ttt et et st b et h ettt bt sb e bt e bt eb b et et et e naeebesbeebeese et enee 231
Deductions for FInancing REPAYIMENLS .........ccviriiiiiiieriieiieie ettt ettt et eeaesseesseesseeseensesnnesns 232
INEE PaY ettt st e a e st e e at e s a bt e a bt e s a bt e ht e e sab e e eht e e s hb e e bt e e e ab e e ht e e sabeenhteesabeeaes 232
SPECIAl PAYTOIL TEIMIS.......uviieiiiieiieii ettt sttt ettt et e et e e e e st e e b e et e enseensesssesseesseenseenseanseessenseenseensenn 233
IS 1ttt e tte et et ettt et e et e ekt e bt et e et e et e e aee s et e ea e et e ea st en s e eR b e en e e st e st en s e enseenteenaeeReeene e st en st enseenbeenteeseeseenseenseenneennennes 233
FlexXible SPending ACCOUNLS .......ccvieiiieriieiieeeiteeteestee st e st e steeseteesbeessseessbeessseessseesssaessseessseessseessseessseesseens 234
Accounting for Payroll TranSaCtIONS ........ceiuieitiiriiiieiie ettt ettt st sttt ettt eate st e s bt e beenaeemnesaeesae 237
Primary Payroll JOUrNAl ENTIY.........oooiiiiiiiiiieciiecie ettt ettt et e seteeesbeessbeesnseesssaeenseesnsaesnseens 237
ACCTUCA WAZES ...ttt et ettt e et e bttt e et et e e e bt e bt e bt ea bt e et e sa e e sateebeembeem bt eaeeebeenbee bt enseentesaeenae 239
ACCTUCA BOMUSES ...ttt ettt ettt ettt e b e bt et e et e sa e e s at e s bt e bt ea bt eateebeesbeenbeeneeentesaeenae 239
ACCTUCA COMIMISSIONS ...utteutieuiieiieetieettestt et ettt et e st ee bt e bt eate et ee st ee b eenbe e beeseesatesaeenseenbeemteeneeebeenbeenbeenseentesaeenae 240
Manual PayCheck ENIY .....cc.ooouiiiiiiiciecieeee ettt st e sttt et e et e ssaessaenseenseensesnnennes 241
EMPLOYEE AGVANCES. ... .eeiuieiieiieeieeieetiestieteete et e stestte st esseenseesaeesae st eesseensesssesssessteseenseanseessesssenseenseensesnsesnsesnes 242
ACCTUCA VACAION PAY....c.uiiiiiiieiieieceee ettt ettt et e e e e s e st e st enseenseenseesaensaenseenseensesnnennes 242
TAX DIEPOSIES .uvreuvieuiieiieeiieeiiesttesteesteeteetesttesataseenseenseesseassesseenseenseensesssesnsesseenseenseanseanseassenssenseenseensennsesnsesnsesnes 244
Chapter 16 - Payroll Taxes 246
Types of Tax Deposit SCREAUIES ......ccc.eeiiiiiiieie et ee et e et e st eebeesbaeebeesnsaesnseesnseasnseens 246
Monthly Deposit SCREAUIE .........cocuiiiiiieiiee e ettt e st e e bt e sbeeesbeesstaeesseesnsaessseesnseannseens 247
Semiweekly Deposit SCHEAUIE .......cc.cooiuiieiiieiiee et e e e et e et e e teeeaeeetaeesnessaeesneenes 247
RemMiIttance MEthod ........co.oiiuiiiieie ettt ettt st s a e st e et e et ea e s b e s bt e b e enbeentesaeenae 248
AcCCUracy Of DEPOSIS RUIE.....cc.uiiiiiiiiiieiiiieie ettt ettt e et e et e e teeesaeesstaeenseesssaeenseesnsaessseesnseennseenn 249
The Form 941 Quarterly Federal Tax RETUIN .......cccuiiiiieiiieiieeie ettt ettt tae et esveeenveesbeeennee s 249
Federal Tax Deposit PENalties .........c.oecuiiieiieiieieeie sttt ettt ettt ettt aesee st esaeenseensesssesseesseeseensesnsesnnennes 253
State TaX REMITANICES ....cc.eevteuiiiertiriirterteett ettt ettt ettt st b et eb ettt s bt be s bt e bt e st e st et e st e besbeebesaeeneentens 254
LOCAl TaX REIMIIIAIICES ...ttt ettt st b e bt bt ettt et b e s bt bt e st et e b e st e b e s bt ebeeseennene 255
FUTA TaX CalCulation .....c..coueiueiiiiiiienteieeiei ettt sttt ettt b e bbb et be st bt st eanene 255
FUTA TaX DEPOSIES ...euveeeeiieiieiieteeieettesttesteetestesetesstesstesseasseassesssesseasseansesnsesseesseesseenssansesssesssesseensennsesnsesnsesses 256
FUTA TaX PaYMENt TIMINE.......ccuiecuieiieiieiiesieeieetesteste st et eeteetesteesteeseessesnsesseesseesseenseanseessesssesseessesnsesnsesnsesnes 256
FUTA TaX REPOTTING ..eeevieiiieeiieeiitieeteesiteesite ettt estte e taeesteeesteeeaeeesseeesseesssaeesseesnsseesseesnseeensessnsseessessnsessssessnsesnnseenn 256
State UnNemPlOYMENT TaXES......ccivieriieiitieeiieeiieesieetteeiteetteestteesteeesteeetaeesseesssaeeseesssseeseeesseeassesnsssanseesnsseenseennes 256
FOTIN W=2 ettt ettt e a e e h e e b e bt et e e et e e et e shee s bt e bt emt e eeteeb e e e bt e bt enbeembesnaesaeenae 259
FOTI W o ettt ettt et e a e e a e e b e e bt e bt et e e et e sae e e bt e s bt e bt en bt ea e e e bt e e bt e bt enbeentesaeenae 260
Corrections t0 FOrms W-2 and W=3 ...ttt ettt ettt e b e et sae 261
Workers’ Compensation INSUIANCE ...........ecieriieriiiiieeieeierterte e eteette st e e et e saeseesseesaeesseesseessesssesseenseensennsesnsesees 261
Chapter 17 - Income Tax Filings 264
Income Taxes for @ S0le ProprietOrSIIP ........ccueeiiiiiiiiieeiecii ettt sttt et e e sbeeseenne e ees 264
Income Taxes for @ Partnership..........cc.oeieiieriiee ettt ettt et e st enbeenseennesnneens 267
Income Taxes fOr @ C COTPOTALION ........eeuveriieiieitieiesieetestterteeteetesseesteeseesesssesseesseesseenseasseessessaesseenseensesnsesnsesses 270
Income Taxes for an S COrPOTALION. .......ccueiieriieriieiteeieetert et et e e et e stee st ebeeaesetesseesseesseensessseessesseenseensesnsesnnesees 272
Tax Reduction Strategies for SMall BUSINESSES ....c..ceiuvieriiiiiieiie i eiie et eee et eaeesteeeteesteeebeesbeessseesnbeesnseens 275
Answers to Chapter Questions 277
Glossary 294
Index 300




Preface

In a smaller organization, the bookkeeper is responsible for all accounting activities, including paying em-
ployees, billing customers, accounting for inventory, and issuing financial statements. This calls for a broad
range of practical accounting knowledge. The Bookkeeping Guidebook fills this need by describing all as-
pects of the bookkeeper position. The book is split into two parts, with Chapters 1 through 8 addressing the
general system of accounting, how transactions are recorded, and how financial statements are constructed
and interpreted. In the second part, Chapters 9 through 17 cover the mechanics of bookkeeping for specific
functional areas, including billings, collections, cash receipts, accounts payable, inventory, fixed assets, and
payroll. The book also covers the various reports that must be made to the government that are related to
payroll and income taxes.

You can find the answers to many bookkeeping questions in the following chapters, including:

What are the source documents used in an accounting system?
How do I create a chart of accounts?

How is information stored in the general ledger?

How do I construct financial statements?

What is the process for closing the books?

What controls should be used in the accounting area?

How do I create a customer invoice and account for it?

How do I conduct a bank reconciliation?

How do I assign costs to inventory?

What calculations are used to determine employee pay?

What income tax filings are needed for the different types of businesses?

The Bookkeeping Guidebook is designed primarily for professionals, who can use it as a reference tool for
conducting day-to-day accounting activities. Given its complete coverage of these topics, the Bookkeeping
Guidebook may earn a permanent place on your book shelf.

Centennial, Colorado
July 2024
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