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Here is a basic orientation to QuickBooks: 

 

Do not use the option to lest QuickBooks create a list of accounts for you. Instead, create 

your own from scratch. There is an annotated chart of accounts on this blog you can use. 

 

Before you start though you need to understand some basic vocabulary and 

relationships.  

 

When you add a new account QuickBooks will ask you what “type” of account it is. If 

you don’t set up the accounts with the right account types everything will be wrong.  

 

To tell QuickBooks what kind of an account you are setting up you have to understand 

the following: 

 

 Assets stick around 

 Expenses go away 

 

If you buy a tractor, you expect it to stick around. A tractor is an 

asset. If you buy fuel for the tractor, you expect it to get used up. 

Fuel is an expense.  If you buy a fuel tank, you expect it to stick 

around. It is an asset. If the tank leaks and you fix it the repair is 

sort of absorbed into the tank, it just restores the tank to what it 

was before. Repairs are expenses. Assets last a few years, expenses 

are used up within the year. 

 

 Income is really yours 

 Liabilities sort of  belong to others 
 

If you get paid for selling product the money is yours. It is income. 

If you collect rent on land you own, the money is yours. It is 

income. 

 

If you take out a home equity loan and deposit $10,000 cash into 

your business, you know the money is not really yours, because 

you know you have to pay it back. It is a liability.   

 

 Equity is what’s left over for you.   

 

   Assets (what you own)  

   Less: Liabilities (what you owe) 

   Equals Equity – Net Assets you own 

 

Quickbooks has two equity accounts pre-programmed; you do not 

need to set up new equity accounts. 
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You should set up an equity type account called “Draws” and use it 

to record money you take out of the business. If you want to track 

tax-deductible personal expenses through your business you can 

set up a few draw accounts, for example: Draws-health and 

medical or Draws-mortgage payments. Regular living expenses 

should not be tracked through your business though.   

 

Entering activity 

 

The best way to learn is just to get out your January checkbook and enter everything that 

happened as best you understand it.  When you are done go to “reports” and look at the 

Profit and Loss and the Balance Sheet. Does they make sense? They need to, these are the 

main reports to tell you what you are earning and spending and how your assets and 

liabilities are changing.  

 

Each month you should reconcile your physical bank statement to your Quickbooks 

accounting.  There is a module in Quickbooks that is very easy to use, but you must 

follow these three rules: 

 

1. If you do not balance and Quickbooks offers to balance for you say no, 

you need to find the mistake; Quickbooks is just offering to hide your 

mistake. 

 

2. When you balance, print out the reconciliation statement and keep it with 

your bank statement.  Quickbooks overwrites the prior statement every 

month, and of all the records you keep, proof that you balance your bank 

every month may be the most important. 

 

3. Do it as soon as possible every single month.  

 

 

Accounts Receivable 

If you enter an amount you are owed, or if you generate a bill, using the accounts 

receivable module you need to record the receipt of payment or the bank deposit through 

the accounts receivable module.  

 

Accounts Payable 

If you enter the bills you need to pay in the accounts payable module you need to pay 

them out of the accounts payable module as well. 

 


