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QuickBooks User

Get to the bottom of your job profitability with careful tracking

Many QuickBooks users, such as contractors, allocate their work into jobs — and each job carries its own

costs and revenue. If you want to see exactly how much cash each job raked in for your company, you must employ good
job costing habits in your QuickBooks company file.

To effectively use job costing as a tool for analyzing profitability, we’'ll:
e Set up the records we need in both the Customer:Job List and the Item List.
¢ Invoice a customer correctly so that QuickBooks tracks costs and revenue related to that specific job.

* Review two important reports that can help us analyze each job’s profitability.
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Good example: If you're unsure of what item
type is appropriate for your new item or which
account you should assign to the item, take a
look at the existing Item List in the sample file.
If you still have concerns, consult with us for
the best way to set up your Item List.

6. Click Next to save the item and enter
another one, or click OK to save the
item and close the window.

The bottom line when it comes to your
Item List is that you should have an item
for all of the goods and services you pro-
vide so you can accurately track goods
you buy and sell. It’s also important to
remember that you must accurately use
these items, in addition to accounts, to
use job costing successfully.

Important: You may wonder why we added
our item as a Non-Inventory Part instead of an
Inventory Part. Inventory records costs at the
time of the sale, not the time of purchase (and
does so at the average cost, not necessarily what
you paid for the item for that particular job.)
Therefore, you shouldn’t combine inventory
with job costing. Otherwise, you’d need to
detail each piece of material you use in a

job. Imagine how time-consuming that gets
when you’re building a house! For job costing
purposes, use Non-Inventory Part items and
Service items.

To create a new customer or job:

1. Click on the Customer Center
icon on the icon bar to open the
Customer Center.

2. Select the Customers & Jobs tab on
the left side of the window to see
the list of your customers and the
individual jobs you've done for each
one.

3. Click the New Customer & Job
button and choose either New
Customer or Add Job from the
resulting dropdown list depending
on what you need to add to your
company file.

Shortcut: If you're adding a job to an existing
customer, select the customer first in the
Customers & Jobs list. Then when you choose
Add Job, QuickBooks automatically fills in the
customer’s information. This cuts down on your
data entry time.
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4.Fill in any information concerning
the new job or customer and then
click OK to add it to your Customers
& Jobs tab in the Customer Center.

As shown in Figure 2, we added a new
job for the customer Stern Commercial
Contractors. The Job Info tab contains
information specific to the job, while
QuickBooks can glean most of the
information on the other tabs from the
customer’s defaults.

Invoice a customer for a specific
job

Job costing works behind the scenes
because QuickBooks uses the data you
already store in your company file. For
instance, when it comes time to invoice a
customer for services and/or goods, you
must assign the invoice to a specific job
to keep your job costing accurate. Let’s
say we want to invoice Stern Commercial
Contractors for a few goods. The easiest

way to ensure that the invoice is assigned
to the Smith Properties job is to create it
right from the Customer Center.

To assign an invoice to a specific job:

1. Return to the Customer Center
and select the Smith Properties
job, which is one of the Stern
Commercial Contractors’ jobs, in the
Customers & Jobs list on the left side
of the window.

2. Click on the New Transactions
button in the Customer Center and
choose the transaction type from the
resulting dropdown list. As shown
in Figure 3, we’ll choose Invoices.
QuickBooks opens the Create
Invoices window with the correct job
already selected in the Customer:Job
dropdown list.

3. Enter the necessary line items for the
invoice and click the Save & Close
button when you're ready to record
the invoice.

Job Mame

|Smith Propetties
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Job Type
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2: You can set up different job types to categorize the jobs you

complete.



Now if you choose Invoices from the
Show dropdown list in the Customer
Center, you'll see the new invoice display
in the bottom half of the window. This
assures you that it’s assigned to the cor-
rect customer and job, which appears in
the top half of the window.

Invoices are only one type of
transaction involved in job costing. You
can also assign a job to sales orders,
purchase orders, check payments,
estimates and more. You can even assign
a job to time sheets. This assignment
allows you to include labor costs in your
job costing. In a future issue, we’ll show
you how to use job costing with payroll.

See job costing in action

There are several reports available for
analyzing job costing, but we’ll focus on
the two most popular ones: Job Profie-
ability and Job Estimates vs. Actuals.
Each of these reports has a summary and
detailed version.

As shown in Figure 4, the Job
Profitability report lists the revenues
and costs for a job and then calculates
the difference in a third column. This is
where you can really get an idea of how
much money a job brought in for your
company, but if you don’t associate jobs
with your transactions, these figures
won’t be accurate.

The Job Estimates vs. Actuals report
helps you determine how accurately
you're estimating job costs and revenue
for your customers. Are you spending
more on a job than you originally had
in mind? Are you gaining more revenue
than you had anticipated? The Job
Estimates vs. Actuals report can answer
these questions and lead to more precise
estimates for your customers.

Enjoy more job costing features

in the Contractor edition

With the Contractor edition of
QuickBooks, you have enhanced job
costing features that you’ll want to put to
good use. Here’s a quick overview of the
features you won’t want to miss.
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EdtJob... | Reports for this Job

Cantact Brian Stern = QuickReport
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Phone  408-555-9968
Fmal = Job Profitabily
Co Job Status In progress
Srart Date 01/01/2008
Projected End  02/22/2008
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= Estimates vs Actuals

Edt Moteg, ..
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v | Date | This Fiseal vear ~ | 0101/2007 - 127312007
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oWialker Properties Tom |
oTittle Properties 0.00
tilson Suites 0.00
< Thompson Lighting Stores 11,800.00 Motes
eStore #15 11,300.00
+store #20 D00 chow [1woices
oStore #30 0.00
eStare #40 oop | MM Dots ©
oStare #50 0.00
sBaker's Professional Lighting 12, 102,48
eStare #05 0.00
eStore #10 10,680.45
eStore #15 1,422,00
*Store #20 0.00
oStore #25 0.00
< Gadwin Lighting Depot 0.00
oStare #202 0.00
oStare #303 0.00
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3: QuickBooks 2006’s new Customer Center makes it easy to assign transactions to a
particular job and keep job costing accurate.
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il || Export... [ Hide Header ][ Collagse Refresh
Dates From | [E] Ta ‘ [E] Columns ‘ Total anly hd |
10:15 AM Wholesale/Distributor Sample File
250t Job Profitability Summary
All Transactions
+ Act. Cost + Act.Revenue o {$) Diff. -

Kern Lighting Warehouse 8

Store #45 P 1338401 4 30,675.00 1731099

Store #34 1470151 34,624 .60 19,923.09

Store #13 14044 16 3772500 23 6E0 64

Store 1 1486128 34,929.00 20067 72

Kern Lighting Warehouse - Other -1,157 .86 -3,900.00 -274214
Total Kern Lighting Warehouse 5581310 134,053 60 75,240.50
Stern Commercial Contractor's

Jones Properties 99.00 186.00 &7.00

Walker Properties 874692 21,330.00 11,583.08

Tittle Properties 552093 17,433.00 8,603.07

Wilson Suites 7,335.93 14,355.00 7mMa.07
Total Stern Commercial Contractor's 2601178 53,304.00 2729222
Thompson Lighting Stores

Store #15 531492 14,825.00 951008

Store 20 1,29285 3,025.00 173205

Store 30 1,282.95 3,025.00 173208

Store #40 1,282.85 3,025.00 173208

Store Z50 1,282.95 3,025.00 173208
Total Thompson Lighting Stores 10,486.72 2692500 16,433.28
Baker's Professional Lighting

Store #05 915.52 2.391.00 147248

Store #10 49373 12,715.45 7IE1A7

Store #15 137107 3,307.00 1835493

Store 20 2.3 1,872.00 1,150 B3

Store #25 945.75 2,351.00 143528
Total Baker's Professional Lighting 5,593 96 2266948 13,775.52 v

4: The Job Profitability report outlines exactly how a job’s expenses com-

pared with its revenue.
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First, there are 10 additional reports
related to job costing available in the
Contractor’s edition. In fact, there’s a Job
Costing area in the Report menu — in
addition to the Jobs, Time & Mileage
area where you find job costing reports in
the other editions.

The most drastic addition you’ll find
in the Contractor edition is the Job
Costing Center, which you can access

by choosing Contractor | Job Costing
Center from the menu bar. As shown in
Figure 5, the Job Costing Center:

* Displays the current top three most
profitable jobs complete with a colored
graph

* Displays the current top three least
profitable jobs complete with a colored

graph

* Gives you quick access to popular job
costing reports

* Lists job costing highlights, including
the total difference between your
estimated costs and actual costs, the
total in expenses that you haven’t
assigned to any job and the total
amount you owe to vendors

Job Profitability
3 Most Profitable Jobs

Center

More Job Costing Reports
Job Costs by Wendor and Job Summary

Last 12 months

Refresh

Make sure pou don't overpay your suppliers and

Contractor's:Jones Properties

B Reverue B Costs

Job Costing Highlights

forget to assign some espenses to jobs?

Prrafitability for all Jobs

Your actual costs are $20.087.13 under pour estimated costs.

You have $59.035. 66 in expenses not assigned to any jobs. Did you

You have $16.697.30 in outstanding bills due to vendors.

Customer.Job Prrofit Feverue & Costs subcontractors.
Fem Lighting .
‘warehouze: Store #13 SR L Job Costs Detail
[ p— .
\If;;?ehlﬂgﬂélg.%tme - $20,067 72 I gz:lsaxpanses in detail to better manage your
FK.em Lighting I
‘warehouse:Store #34 19.32303 L] Cost to Complete by Job Summar
Project the cost required to complete a job so you
can stay on budget.
3 Least Profitable Jobs
Custamer:Jab Profit Fevenus & Costs Job Estmates - Actusls Summan
ﬂ;?&ai:;ws RetailMs. - |I See where you're estimating too high or too low,
Miscell - FetaiAl Ltem Profitability
JDI;E:‘:D?EWS sakAlsan 525.21 \I See which activities and materiaks are profitable
and which are not.
Stern Commercial $87.00 |

-.More Job Costing Reports

Help
Learn mare about Job Casting...

Tutorial

Help

5: The Job Costing Center is a great addition to the Contractor edition of

QuickBooks.

From
The

Offices
Of:

4 « The QBU - The QuickBooks User

Dennis L. Thompson, CPA
19410 Hwy 99 Ste A PMB 144 ¢ Lynnwood, WA 98036
Website: www.dlthompsoncpa.com ¢ Email: dthompson_cpa@vahoo.com



