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Lesson Objectives

= Toget an overview of salestax in QuickBooks (the stepsinvolved in tracking,
collecting, and paying it)

= To see how to set up QuickBooksto track sales tax
= To see how to apply salestax to asale
= Tolearn how to determine abusiness’s sales tax liability

=  To writeaQuickBooks check to the appropriate tax agency for sales tax liability

Notes
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Overview of Sales Tax in QuickBooks

To use QuickBooks to track and pay your sales tax:
=  Set up your tax rates and agencies.
= Indicate who and what gets taxed.
=  Apply tax to each sale.
* Find out what you owe.

= Pay your tax agencies.

Notes
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Setting Up your Tax Rates and Agencies

Some businesses need to apply more than one sales tax to their sales; for example, they may
collect a state sales tax aswell as several county sales taxes. Y ou need to create a separate
salestax item for each tax whose amount you must report (not necessarily for each tax you
collect—some states want you to report state sales tax and county sales tax as separate items,
while others |et you report them as one item).

Even if you’re paying more than one type of tax, you usually want your customers to see one
overall tax amount, not separate taxes for the state and county. You’ll learn how to do that in
this lesson.

To add a salestax item:

From the Lists menu, choose Item List.

Click the Item menu button, and then choose New.

In the Typefield, choose Sales Tax Item.

In the Sales Tax Name field, type Bayshore.

In the Description field, type Bayshor e City.

In the Tax Rate (%) field, type 1.

In the Tax Agency field, type Bayshore Tax Agency.
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Mew Item |Z| |El El

Tvpe i
Use to calculate a single sales tax at a specific rate
that vou pav to a single tax agency. Cancel

|Sales Tax Ikem w

Mext
Sales Tax Mame

Spellin
|Ba3-'sh0re peing

Descripkion
|Bavshnre City | [ 1tem is inactive
Tax Rate (%) Tax Agency (vendor that wou collect Far)

| 1.0% | |Bayshore Tax F\gencﬂ ' |

8. Click OK.
9. Click Quick Add.
10. Click OK.
If QuickBooks prompts you to add “Bayshore” to the dictionary, click Add.

Lesson 11: Tracking and Paying Sales Tax 4



Even if you collect a combination of sales taxes (for example, city tax and county tax) that
you report separately, you probably don’t want to confuse customers by showing separate
taxes on your invoices or sales forms. QuickBooks lets you group some or al of your tax
items so that customers see a single tax amount on your invoices and sales receipts. Instead

Grouping Single Taxes Together

of asalestax item, you’ll be creating a sales tax group.

To create a salestax group:

1. Withthe Item list displayed, click the Item menu button, and then choose New.
2. Inthe Typefield, choose Sales Tax Group.
3. Inthe Group Name/Number field, type Bayshore Group.
4. Inthe Description field, type Sales Tax, Bayshore.
5. Click in the Tax Item column, and then choose Bayshore.
6. Click on the second linein the Tax Item column, and then choose San Tomas.
Mew ltem Z |E| El
Use to calculate and individually track bwo or more
|Sales LizE3LE ity sales kax items that apply to the same sale. The
customer sees only the tokal sales tax,
Group MamefMumber
|Bayshure
Descripkion
Sales Tax, Bayshore
| 2 |:| Ikem is inactive
Enter each individual sales tax vou need to charge in this district,  QuickBooks will
collect tax For these items as a group, but will report on each one individuallky,
Tax Item Fate Tax Agency Description |
Bayshore 1.0% |Bawshore Tax Age... |Bayshore City e
San Tomas 7.75% |State Board of Equ... |CA sales tax, San... =
I v |
b
Group Rate 8.75% |
7. Click OK.
Notes
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|dentifying Y our Most Common Tax

If you want QuickBooks to apply sales tax to your invoices and sales receipts, you have to
tell it which salestax item or group is the one you use most often. Once you do that,
QuickBooks applies that sales tax when you fill out an invoice or a sales receipt. (Y ou can
choose a different sales tax from the sales form if you don’t want the default tax.)

To set up adefault salestax:

1. From the Edit menu, choose Pr efer ences.

2. Inthe Preferences window, click the Sales Tax icon in the left panel, and then click the
Company Preferences tab.

B Accounting =1l My Preferences il Company Preferences |
_b Bills —| | Do you charge sales tax? @‘r’ O Mo
ﬁ Checking Set Up Sales Tax Item
B8 Deskiop Yiew Add a sales tax item for each county, districk, parish, etc, where you &

) ; il )
%y Finance Charge collect sales tax.  how Examples Diefault

Your most common sales tax item

General
b Add sales tax item... ISan Tomas b i
fi Integrated Applicatio

Also See:
b Items & Inventary ey
= Jobs & Estimates Assian Sales Tax Codes
E Mulkiple Currencies Sales kax codes determing if the items you sell are taxable or non-taxable,
e Payments Taxableitern code [Tz o | Mon-taxable tem code  [fon
e

Payroll & Employees

‘%’Q Reminders

Identify taxable amounts as "T" For "Taxable" when printing

Wit Reports & Graphs Whien do vou owe sales tax? When do you pay sales bax?
Sales & Customers Marithl

% () as of invoice date (Accrual Basis) © Manthly

Fl Sales Tax ) Quarterly

() Upon receipt of payment (Cash Basis)
'8y, Search () annually

Send Forms

% Service Connection

E Spelling

28] Tax: 1099

3. Inthe“Most common salestax” field, make sure San Tomas is selected.
4. Click OK.

Notes
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Indicating Who and What Gets Taxed

The next step in setting up sales tax is to indicate who and what gets taxed. Y ou have to tell
QuickBooks whether or not a customer is taxable and assign a default tax item or tax group
to that customer.

Y ou must also distinguish between taxable and non-taxable items on the Item list.

When you add an item to the Item list, there’s a place in the window where you can indicate
whether you charge tax for the item. QuickBooks remembers this information, and shows
whether or not an item is taxable when you enter the item on a sales form.

Toindicate ataxableitem:

In the Item list, select Door knobs Std (under Hardware).
2. Click the Item menu button, and then choose Edit |tem.

The code in the Tax Code field is ataxable code, which tells you that thisitem is taxable.
When you choose the item to be included on a sales form, QuickBooks knows that the
item is taxable and automatically applies the default sales tax (San Tomas sales tax with a
rate of 7.75%).

3. Click OK to close the Edit Item window.
4. Closethe ltem list.

Notes
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Indicating Who and What Gets Taxed

In the same way that you can specify that an item in the Item list is taxable, you can indicate
whether or not a particular customer is taxable or non-taxable in that customer’s record.

To seean existing customer record:

Click Edit Customer .

> 0w NP

Click Customer Center on theicon bar.
Sdect Jimenez, Cristina.

Click the Additional Info tab.

The tax code selected indicates that transactions with this customer are subject to sales
tax. Because it is the default salestax, the San Tomas tax item is assigned automatically.
However, this customer islocated in Bayshore, which has just instituted its city sales tax,
so change the tax item to Bayshore Group.

5. Inthe Tax Item field, choose Bayshore Group.

% Edit Customer |._| |E| fz|
Custamer Name |Jim|3n|32J Cristina |
Current Balance @ 0,00 Hows do T adjusk the current balance? -
Address Info Additional Info | Payment Info
Cateqarizing and Defaulks Price Level | v |
Uize Cuskom Fields
Terms Cuskomer is
Preferred Send Method
|E-rnai| w
Sales Tax Information
Tax Code  Tax Item Define Fields
|Tax w | |3aysh0re Grou | % |
Resals humber Onling Banking Alias Management
See aliases associated )
with this cuskomer: Manage Aliases Customer
Manager Online
6. Click OK.

7. Close the Customer Center.

Notes
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Applying Tax to Each Sale

If you’ve set up a default sales tax, assigned taxes to your customers, and marked taxable
items you sell as taxable, QuickBooks automatically calculates and applies the tax when you
make asale.

Toapply taxtoasale

On the Home page, click Create Invoices.

2. Inthe Customer:Job field, choose Jimenez, Cristina: Utility Shed. (Select both the
customer and the job.)

3. Inthe Template field, select Custom I nvoice from the drop-down list.
Click in the Item column and select Door knobs Std.
In the Quantity column, type 4, and then press Tab.

FEX

Create Invoices

rreviows Pret B < - 0 - B - & & seeling WHstory 5 Jourmal | B - 38 - [ attach
Customer:Job Template Jimenez, Cristina:Utility Shed
[ simenez, CristinaiLitiicy 5... % [ custom Tnvoice wl ! ——
DATE
7 . Summar
Invoice 12)15/2015 l a3 x
Phone 415-555-5747
Email crissy-j@samplename. com
Cristina Jimenez Open balance 0,00
6642 W, Skyline Dr 3
Bayshore, CA 94326 Active estimates o
Sales Crders to be invoiced i}
Unbilled time and expenses: 10,23
DUEDATE |
Net 30 w |01 1412016
ITEM GUANTITY | DESCRIPTICH RATE AMOLNT Tax | Recent Transactions vickReport
Hardware:D... % ]| [&][standard Doarknobs [T 30.00 [Tax (% 1A 05}2215 Invoice - Paid 1,599.00
| | i 05/2215 Payment 1,999.00
Customer T Tax Bayshore Gr... v |(8.75%) 2,83
Message
Tokal 32.63
¥ 2 Mot Edit
[ 7o be printed [ Add TimefCosts... ] [ Apply Credits. .. ] Payments spplied 0,00 iy £
170 be e-mailed T Eslance Due 32,63
Cush Tax Code | *
[ Allow online payment Learn mare geEerinaboie| T B
Merno | |
< Learn about aur pavment processing and online invoicing solutions. [ Save & Close I [ Save & hew ] [ Clear ]

6. Click Save & Close.

Notes
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Determining What Y ou Owe

If you’re required to collect sales tax from customers, you also have to make periodic
payments of the sales tax you’ve collected. QuickBooks gives you three ways to determine
the amount of your sales tax liability: the salestax liability report, the Sales Tax Payable
register, and the Pay Sales Tax window.

To createthe salestax liability report:

1. From the Reports menu, choose Vendors & Payables, and then choose Sales Tax
Liability.

2. Inthe Datesfield, choose This Month-to-date from the drop-down list.

CEX

Il Sales Tax Liability:

Modify Repott., Merorize., , Prink. . E-majl * || Export... Hide Header || Collapse Refresh
onth-to-c

| From [12/01/z015 [H] o |12,r15f2|315 [&] sort By |Defau\t v
T:35PM Rock Castle Construction
L Sales Tax Liability
Accrual Basis December 1 - 15, 2015
Sales Tax Payable
< __ TotalSales - Hon-Taxable Sales - _Taxable Sales o Tax Rate ¢ TaxCollected o AsofDec1515 o
Bayshore Tax Agency
Bayshore b _ 12000 4 0.00 120.00 1.0% 1.20 1.20
Total Bayshore Tax Agency 120.00 0.00 12000 120 120

City of East Bayshore
East Bayshore 1,085.00 0no 1,095.00 03% 329 6997
Total City of East Bayshore 1,095.00 0.oo 1,095.00 329 6997

State Board of Equalization

Out of State 0.00 000 onn 0.0% 0.00 0.00

San Domingo 1982518 1763718 2,188.00 75% 164.10 132.64

San Tomas 45,264.16 3435775 1390641 T7.75% 1,077.74 508891

State Board of ization - Other 0.00 0.00 0.00 0.00 0.00
Total State Board of Equalization 65,089.34 51,884.83 16,094 .41 1,241 .84 5,221.55

Multiple taxes from different vendors -1 .215.00 0.00 -1.215.00 0.00 0.00
TOTAL 68,089.34 51,094.93 16,0941 1,246.33 5,202.72

The salestax liability report shows the total taxable sales as of a date you choose, total
non-taxable sales, and the amount of salestax you owe each tax agency. QuickBooks
displays the sales tax liability report on an accrual basis (unless you changed the default
setting in the Sales Tax Preferences window). The report shows exactly how much sales
tax you collected.

3. Closethe salestax liability report.
4. If QuickBooks asks if you want to memorize the report, click No.

Notes
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Determining What Y ou Owe

If you’d like to see where your sales tax revenue is coming from, you can run the sales tax
revenue summary report, which shows you the sources of all taxable and non-taxable sales
transactions, broken down by individual salestax codes.

Torun the salestax revenue summary report:

1. From the Reports menu, choose Vendors & Payables, and then choose Sales Tax
Revenue Summary from the submenu.

I§l Sales Tax Revenue Summary |:| |§| E|

Modify Repott. .. Mematize... || Print... || E-mail * || Export... Hide Header || Collapse Refresh

v | From [11j01/2015 [B]] To [11/30/2015 [B]] columns [ Sales Tax Code | Sart By [Def

Dates

7:37PM Rock Castle Construction
LS Sales Tax Revenue Summary
Accrual Basis November 2015
< Taxable Sales -+ Hon-Taxable Labor < Hon-Taxable Sales = TOTAL @

State Board of Equalization

San Domingo p 680550 | 0.00 16 673.00 2348350
San Tomas 7E86.00 1,005.00 17933.25 26524 25
Total State Board of Equalization 14,584 .50 1,005.00 3460825 a0,007.75

TOTAL 14,394.50 1,005.00 34,608.25 50,007.75

2. Closethe report.

Notes

Lesson 11: Tracking and Paying Sales Tax 11



Determining What Y ou Owe

Each time you write an invoice or sales receipt that includes sales tax, QuickBooks enters the
information in the sales tax payable register. QuickBooks keeps track of transactions for all
tax vendorsin the same Sales Tax Payable account.

To seethe salestax payableregister:

1. From the Company menu, choose Chart of Accounts.
2. Click Sales Tax Payable onceto select it.
3. Click the Activities menu button and select Use Register.

#, Sales Tax Payable
& Goto., | & Print.. 2 Edit Transaction CuickReport

Date MNumber Yendor Due Date Billed S Paid Balance
Tvpe Account | Memo
1z/15{2015  |=z State Board of Equali 123172015 0,00 5,252,22 ~
Iy Accounts CA sales ky
12/15f2015 93 Bayshore Tax Agenc| 12131/2015 1.20 E,283.42
IMNY Accounts Bawshore o
12/15f2015 93 State Board of Equalil| 12f31/2015 9,30 5,292.72
Iy Accounts CA sales ky
v
W | Ev
Splits Ending balance 5,292.72
[ 1-Line
Sort by |DateJ Type, Murmbae/,,, | [ Record ] [ Restare

Each entry in the register isa single tax transaction. Taxes you record on invoices and
sales receipts appear as increases, and payments you make to tax agencies appear as
decreases. The ending balance of the register is your current tax liability. Notice how
some transactions have the same invoice number. When you record two tax rates on the
same invoice or cash sale, the register shows a separate transaction for each tax agency.
(Thisis because you have to make separate payments to individual tax agencies.)

4. Closetheregister.
5. Close the chart of accounts.

Notes
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Paying Your Tax Agencies

When it's time to pay salestax, you use the Pay Sales Tax window to write a check to your

tax agency or agencies. Suppose Rock Castle Construction is ready to make a sales tax
payment.

To make a salestax payment:

On the Home page, click Manage Sales T ax.

In the Manage Sales Tax window, click the Pay Sales Tax button.

Select the To be printed checkbox.

In the “Show sales tax due through” field, type 12/15/15, and then press Tab.
QuickBooks displays tax agencies and the amounts you owe.

A 0w DN P

5. To mark them for payment, click the Pay All Tax button.

Pay Sales Tax rz|
Pay From Account Check Date Show sales bax due through  Starting Check Mo,
| Checking v | [1zpspzois[E] 1211572015 @] [roprint ]
F Ikem Yendar Ak, Cue fmk, Paid |
S Bayshore Tax Agency
J |East Bayshore City of East Bayshaore 69,97 69,97 =
J  |5an Damingo Stake Board of Equalization 132.64 132.64
J |5an Tomas Skake Board of Equalization 5,033.91 5,083.91
o
Tatals 5,292,72 5.202.72 |
| Clear Selections | [ Adjust ] Ending Bank Ealance 41,131.26
To be printed [ ] 4 ] [ Zancel ] [ Help ]
6. Click OK.

7. Closethe Manage Sales Tax window.

Notes
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Lesson 11: Tracking and Paying Sales Tax
Review questions

1. Which of the following statementsis false?

a You can set up both taxable and non-taxable items

b You can associate different sales tax rates with different customers

¢ QuickBooks automatically sets up your sales tax rates based on the city and state
you enter in the Company Information window.

d All of the above

2. Usea item
to combine multiple sales tax items into one amount on sales forms.

3. Which of the following can you use to determine your sales tax liability?

a Sales Tax Payable account register
b Pay Sales Tax window

c Salestax liability report

d All of the above

4. To correctly affect salestax liability, you should make payments to tax collecting
agencies from which QuickBooks window?

a Write Checks

b Pay Sales Tax

c Eitheraorb

d None of the above

5. Inwhat part of the program do you assign sales tax codes and items to customers?

a Inthe Sales Tax Code list

b On the Customer tab of the New or Edit Item window

¢ On the Additional Info tab of each customer’s record in the Edit Customer window
d None of the above
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Review activities
. Create an invoice for Pretell Real Estate’s 155 Wilks Blvd. job, for 10 interior wood

doors and 2 exterior wood doors.

. After you record the invoice, open the sales tax payable register to see how QuickBooks
has recorded the tax due from the invoice.

Lesson 11: Tracking and Paying Sales Tax 15



Answersto review questions

1. Which of the following statements is fal se?

a You can set up both taxable and non-taxable items
b You can associate different sales tax rates with different customers
v ¢ QuickBooks automatically sets up your sales tax rates based on the city and state
you enter in the Company Information window.
d All of the above

2. Useasalestax group item to combine multiple sales tax items into one amount on sales
forms.

3. Which of the following can you use to determine your sales tax liability?

a Sales Tax Payable account register
b Pay Sales Tax window
c Salestax liability report

v d All of the above

4. To correctly affect salestax liability, you should make payments to tax collecting
agencies from which QuickBooks window?

a Write Checks
v b Pay Sales Tax
c Eitheraorb
d None of the above

5. Inwhat part of the program do you assign sales tax codes and items to customers?

a Inthe Sales Tax Code list
b On the Customer tab of the New or Edit Item window

v ¢ On the Additional Info tab of each customer 's record in the Edit Customer window
d None of the above
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