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AGENDA
 Internal Controls in QuickBooks

 Why internal controls are so important in the system.

 Establishing and verifying users and their roles in the system.

 Controlling transactions in closed periods.

 Use of the “Audit Trail” report. 

 Use of the “Voided & Deleted Transactions” report.

 Scheduling reports for distribution.



AGENDA 
 Important Features in QuickBooks:

 GASB Statement 84

 Setting up the QuickBooks file.

 Setting up accounts and subaccounts.

 Recording a transfer via a journal entry.

 Recording year end accrual entries.

 Monthly bank reconciliations.

 Preparation of the “Summary of Activity.”

 Sending an “Accountant’s Copy” of file to auditor.



Maintaining Effective Internal Controls in 
QuickBooks



Why are internal controls in the 
computer software SO important??

 Can help reduce the risk of fraud.

 Make it easier to train and manage staff.

 Help the office run efficiently by having solid processes and control 

activities in place.

 Make the audit process a whole lot easier!



Control Activities
 Control activities are the policies and 

procedures that ensure management directives 
are carried out.

 They involve two elements:
• A policy describing what should be done
• The procedure to implement the policy

 While you already have internal controls 
established for the activity funds (as to how 
invoices are to be processed, approved, paid or 
how deposits are received, deposited or 
recorded) now is the time to make sure that the 
controls in the computer system are sound to 
further eliminate the risk of fraudulent 
activities.



System Controls
All policies and procedures should be in writing.  Without documentation, it 
is difficult to train employees on how transactions should be initiated, 
approved, and recorded. This written documentation will serve as a valuable 
reference tool for new hires and existing employees.

This not only includes how transactions are processed starting with source 
documentation through issuing a check, but also to make sure that the 
QuickBooks system is properly set up and maintained.



Did You Know…..
QuickBooks has several internal 
control features built into its system 
which includes:

• Keeping track of who does what 
in your accounting system.

• Setting limits on making 
changes to prior periods.

• Reports that allow you to 
monitor what is actually being 
done in the system.



Establishing Users in the System
For electronic data security, it is VERY important that access to the QuickBooks 
file is restricted using usernames and passwords.

In order to keep track of who does what in the accounting system, be sure to:

 Assign each user a unique and private, username and password known only to him or 
her.

 Set up separate accounts for “principal,” “administrative assistant,” and “business 

administrator.”



Users in the System
Remember each user should be set up in the computer system with their own username and 
password.

Passwords should NOT be shared with anyone.

The system “Administrator” user should be assigned to make changes in the system and should 
only be used for this purpose. Transactions should NEVER be entered using the 
“Administrator” user and NEVER should the “Administrator” password be shared with 
anyone. 

At least on an annual basis the “Users” list in the system should be reviewed to verify the 
“Users” are correct and that all former employees have been removed.  Note: “Users” should 
be immediately removed from the system upon termination.



Add a User
1. Go to the Company menu, then 

Users and select Users and 
Roles.

2. Enter the “Admin” Password, 
then select OK.

3. From the User List tab, select 
New.

4. Enter a Username and a 
Password.

5. From Available Roles, select the 
user role then select Add.



Remove a User
1. Go to the Company

menu, then Users.

2. Select the User that 
needs to be removed.

3. Click on Delete to 
remove the User.

4. Click on Close. 



Establish New Roles
You can create new roles from scratch or use the pre-established roles in 
QuickBooks.

If using the pre-established roles in the system, make sure that the role 
assigned best matches what their role and use of the system will be.

If creating a role from scratch, it can be tailored specifically to what the user’s 
role in the system will be.



Create a New Role
1. Go to the Company menu and select 

Users.  Then select Users and Roles.

2. Select the Role List tab and select New.

3. Give the role a name and description.  (i.e., 
Principal, Administrative Assistant, 
Business Administrator).

4. In the Area and Activities section, select 
an area of your accounts.  Review each 
area and select None, Full, or Partial to set 
the role’s permissions.

5. Once you set permissions for each area, 
select OK to save.



Review Users and Permissions
1. Go to the Company menu and 

select Users.  Then select Users 
and Roles.

2. Select User List tab.  Then 
select View Permissions.

3. Select the Users you want to 
review and then select Display.



Review Roles and Permissions
1. Go to the Company menu and 

select Users.  Then select Users 
and Roles.

2. Select the Role List tab.  Then 
select View Permissions.

3. Select the roles you want to 
review and then select Display.



Modification Needed
If upon review you find that a role 
needs to be modified:
1. Go to the Company menu and 

select Users.  Then select Users 
and Roles.

2. Select the Role List tab.  Then 
select Edit Role.

3. Make the necessary modifications.
4. Select OK.



Controlling Transactions in Closed Periods
Implementing effective internal controls over year-end closing in QuickBooks has always 
been a concern of users.

By setting controls on the year end closing-process you can:
 Prevent new transactions from being posted in closed periods;
 Prevent existing transactions in closed periods from being changed or deleted; and
 Maintain the integrity of your data.

Implementing such control is easy and effective.



Establishing Controls in Closed Periods

To establish:

1. First make sure that you are in 
“Single User Mode”.

2. Click on “Company” in the 
task bar at the top of the screen.

3. Under “My Preferences” follow 
the prompts as noted at the 
right.



Establishing Controls in Closed Periods 

Next be sure and set up the correct 
closing period date )June 30th of the 
fiscal year you are in).

Be sure and establish a password for 
the closing date that should not be 
shared with anyone.  If you must 
right this down keep it in a safe and 
secure location and do not label it as 
such.



Closing Date Exception Report
 Once a year has been closed the “Closing Date Exception Report” can be 

printed and reviewed for any changes.

 This report should be reviewed after the year-end close to ensure that no 
changes have been made and if changes have been made you can identify 
them and find out why they have been made.

 A copy of this report should be printed and kept in a binder or folder with 
other year-end information.



Closing Date Exception Report
To print this report.

1. Select Reports on top task bar.

2. Select Accountant & Taxes.

3. Select Closing Date Exception 
Report.

4. Click on Customize Report and 
enter dates.

5. Click on OK.



Audit Trail Report – Purpose
 The Audit Trail Report tracks every change made to a transaction in 

QuickBooks.  
 It is very important that each user be assigned a separate User ID.  This 

allows tracking of who made specific changes and accountability for 
every transaction entered or modified.

 In current versions of QuickBooks, the Audit Trail Report is 
automatically turned on but in older versions this feature has to be 
turned on manually.

 This report should be reviewed periodically to make sure that nothing 
unusual is occurring.



Audit Trail Report
How to print this report:
1. On top task bar select Reports.
2. Select Accountant & Taxes.
3. Select Audit Trail.
4. Enter date range of period you 

want to review.



Audit Trail Cont.



Voided/Deleted Transaction Report
 The Voided/Deleted Transactions Report is a good report to run if you 

are having trouble reconciling the bank account as all voided and/or 
deleted transactions are recorded here. 

 While the same information is also reported on the Audit Trail Report, 
this report is specific to only the voided and/or deleted transactions.



Voided/Deleted Transactions Report
To run a Voided/Deleted Transaction Detail 
Report:

1. At top of task bar click on Reports.

2. Now click on Accountant & Taxes.

3. Next click on Voided/Deleted 
Transaction Detail.

4. Enter in the date range for the report at 
the top then click the Refresh button.

5. Finally click on the Print button.



Scheduling Reports
Reports can be set up to be printed and emailed to individuals in the School 
District.  Doing this builds a layer of internal control in the system, in that 
reports of accountability can be reviewed on a regular basis and are 
automatically printed and emailed from the system.

By scheduling these report(s), they are automatically sent, and you no longer 
have to remember to send them.

There should be a discussion with the Principal and Business Administrator as 
to the types of reports and frequency of reports that will be sent. 



Memorized Reports
Before a report can be scheduled, it must first be recorded as a memorized 
report.  
To memorize a report:
1. Open the report to be memorized and at the top of the report, select 

Memorize.
2. Click on Save in Memorized Report Group and then using the drop- down 

menu select the desired group (i.e. Accountant).
3. Click on Ok. 



Schedule Reports
Once all of the required reports have been set 
up as “memorized,” they can next be set up as 
“scheduled reports.”  To set them up:

1. On the top task bar open Reports and 
then Schedule Reports.

2. Next select Schedule Setup.

3. Select the Report Group from where to 
select the reports and select the required 
reports.

4. Select Next.



Set Schedule
Now the frequency of the reports to 
be printed/sent needs to be scheduled:

1. Give the reports a name in the 
“Schedule Name” line.

2. Set the frequency of the reports 
using the drop-down menu.

3. Set the time when the reports will 
be printed/emailed.

4. Select “Notify me before sending 
this email.”



Schedule Setup
Finally, you need to set up the 
recipient(s) of the emailed reports, as 
well as a password for them to open 
the reports. While not required, you 
may include a standard memo for the 
body of the email.

Once this screen is complete select 
Schedule and your reports are now 
on a schedule cycle.



IMPORTANT FEATURES IN QUICKBOOKS



GASB No. 84 Has Changed Things - Slightly
GASB Statement No. 84 now requires that student activity funds be reported in two different 
classifications:

1. Student Activity Accounts – which are student accounts whereby the students are 
fundraising to support their club/account.  These accounts are now being reported as 
special revenue funds in the district’s financial statements with revenues and expenditures 
now reported.

2. District Activity Accounts – which are funded through School District appropriations, 
donations or other sources.  These accounts will now be blended into the general fund 
financial statements for reporting purposes with revenues and expenditures also being 
reported.



GASB Statement No. 84 Change
For ease of reporting and to make the auditor’s job easier it is recommended 
that the bank account for the activity funds be broken down by activity and by 
type (district or student).

This separation of the account types will make preparing the monthly and 
annual “Summary of Activity” easier to prepare.



District vs. Student Accounts

In order to separate the district vs. student accounts in the chart of accounts 
each account type (district vs. student) need to be set up as a subaccount of the 
applicable bank account and then each individual activity account needs to be 
set up as a subaccount of either the district or student account.

Let’s take a look!



Subaccount of Bank Account



Subaccount of the District Account



Breakdown of Accounts



The What, Why and How



What is an Adjusting Journal Entry?

An adjusting journal entry is an entry in the fund’s general ledger that occurs 
either at year-end to record any unrecognized income or expenditures for the 
period or is made to correct posting entries/mistakes previously made and 
identified for correction.



Journal Entries
 Journal entries are always dated and should include a description of the 

transaction.

 Journal entries must have supporting documentation retained on file to 
support why the entry was made.

 Journal entries must be reviewed and approved by the Principal.

 Once approved and posted, journal entries must be retained and filed with 
the supporting documentation for future reference.



How to Post 
a Journal 
Entry
1. Enter Company.

2. Select Make Journal Entries.

3. Enter Date entry is to be 
posted, but let the system 
assign the Entry Number.

4. Make sure that the Adjusting 
Entry is clicked On and is 
correct.

5. Now you can post the entry 
by selecting Save and Close.





Accounts Payables and Receivables

An accounts payable is money owed to a vendor for services or goods ordered 
and received prior to year end, but payment is not made until the new year.

An accounts receivable is money owed to the student activity fund for goods or 
services provided to a student, other individual, or group as of year end, but 
they have not made payment to the student activity until the new year.



Check For Year End Accruals
In July and August each year you want to make sure that all cash receipts and 
disbursements related to the prior year have been properly recorded.

To do this, review all of the cash receipts that have been received and cash 
disbursements that have been paid to determine if any of them belong in the 
prior year.  If so, you will need to post journal entries for them which will be 
demonstrated next.  

Be sure to provide the supporting documentation for these occurrences 
(accounts receivable and accounts payable) to your auditors.



Year-End Accounts Payable Example

Prior to school letting out for the year on June 17, 2020, the first-grade class took 
a field trip to the local petting zoo.  The petting zoo told the Principal that they 
would send the school a bill for the trip once an exact head count was obtained.  

In early July, the invoice was finally received from the petting zoo for $325.75.  
The invoice was dated July 6, 2020.  Since the trip took place prior to school year 
end, this invoice should be reported and expended as of June 30, 2020.  
Therefore, a journal entry will need to be recorded for this accounts payable.



Year-End Accounts Payable
To record an adjusting journal entry:

1. In task bar at the top enter Company.

2. Select Make Journal Entries.

3. Enter Date entry is to be posted, but let 
the system assign the Entry Number.

4. Make sure that the Adjusting Entry is 
clicked On and is correct.

5. Now you can post the entry by 
selecting Save and Close.

Liability Account

Expenditure Account



Year-End Accounts Receivable Example
For the first-grade field trip to the petting zoo in June, 25 families had not yet 
paid for the trip which totaled $475.00, and they still owed the money to the 
school as of June 30, 2020.  The Principal contacted the families and told them 
that the money was due to the school by July 15, 2020.

On July 13, 14 and 15, 2020 the payments were received from the parents and 
deposited into the student activity account on July 15, 2020.  Since the trip 
occurred prior to June 30, 2020 and the money was due on the  date of the field 
trip an accounts receivable needs to be recorded as of June 30, 2020 for the 
$475.00.



Year-End Accounts Receivable 
To record an adjusting journal entry:

1. In task bar at the top enter Company.

2. Select Make Journal Entries.

3. Enter Date entry is to be posted, but let the 
system assign the Entry Number.

4. Make sure that the Adjusting Entry is 
clicked On and is correct.

5. Now you can post the entry by selecting 
Save and Close.

Asset Account

Revenue Account
Asset Account

Revenue Account



Journal Entries Are Done So What Is Next?
Now that you are in the start of the next fiscal year and have paid the accounts 
payable and have received and deposited the accounts receivable you can go 
ahead and reverse the accounts payable and accounts receivable adjusting 
journal entries made at year end.  Just make sure that the payment made, and 
cash receipt received were posted into the accounts used in the journal entry 
made at year-end.

Once the adjusting journal entries have been made to reverse the prior year 
payable and receivable the accounts payable and accounts receivable accounts 
on the balance sheet should now have a ZERO balance.



Balance Sheet at June 30th with Accruals



Balance Sheet at July 31st –
Accruals Reversed





Bank Reconciliation Tips & Tricks
1. Locate discrepancies.

i. Click the Locate Discrepancies button 
to display the Locate Discrepancies 
window.

ii. From there, click the Discrepancy 
Report button to display the report.

iii. This identifies any edited or deleted 
transactions that may affect your 
reconciliation.



Bank Reconciliation Tips & Tricks
2. Confirm your beginning balance.  Your beginning balance should  always 

tie to your bank statement, but if it doesn’t, click the Undo Last 
Reconciliation button until you reach a point where the beginning balance 
matches your bank statement.  You will then have to redo the 
reconciliations to bring your books current and resolve the discrepancy.

3. Do not forget interest and fees.

4. Double check your ending balance.  A transposition or other error here can 
make it appear that you have missed a transaction.



Bank Reconciliation Tips & Tricks
PUT IN A RECONCILE Screen

5. Look for transpositions.  Sometimes you 
will mark all transactions as cleared but 
still have a difference.  In this case, divide 
the difference by 9 – if it divides out 
evenly, then there is a good chance that 
you transposed a number.  For example, a 
$54 difference divided by 9 returns 6 
which could mean that a transaction was 
entered incorrectly.  You can right click on 
the amount in the reconciliation screen, 
then click on Edit Transaction to fix the 
error.



Bank Reconciliation Tips & Tricks
6. Pick a side.  Reconcile your deposits and other credits first, and then 

confirm that the total items you marked cleared ties to the amount shown 
on the Reconcile window.  Then reconcile the checks and payments.  This 
will save you time.

7. Clear the decks.  If you get mixed up in a reconciliation, click the Unmark 
All button and start over.

8.  Clear voided transactions.  Always clear transactions with a zero balance as 
these will not affect your reconciliation but will clutter up the Reconcile 
Window.



Bank Reconciliation Tips & Tricks

9. Walk away and come back later.  If you just cannot seem to get the 
unreconciled difference down to zero, the best thing to do is click the Leave 
button, and then resume the reconciliation the next day.  A fresh set of eyes 
can do wonders!

10. Reconcile more frequently.  If you have access to your bank accounts 
online, you can reconcile your bank statement as often as you wish.  
Consider reconciling accounts with heavy volume weekly or at least twice a 
month.

















Why and How Often Do We Need To 
Prepare This?
• The Summary of Activity needs to be 

prepared to ensure that each individual 
district and student account is reporting 
the correct daily, monthly and year-end 
balance.  This way the various groups 
know what they have to spend.

• In order to verify what is being reported 
in all of the district and student accounts 
is in agreement with the monthly and 
year-end bank account balance.

• For reporting purposes so that the 
accounts can be properly reported in the 
School District’s annual financial 
statements.

• Ideally, the Summary of Activity should 
be prepared and reconciled on a monthly 
basis, but at a minimum annually.



Preparation and Reconciliation 



What Do I Do To Prepare This?
1. Make sure that all of the months/year end activity (cash receipts/cash 

disbursements) have been posted to the computer system.

2. Once the bank statement has been received the monthly bank account 
reconciliation should be prepared so that the ending cash balance is 
determined.

3. At year end, review cash receipts and cash disbursements in July and 
August for any potential accounts receivables and accounts payables.  If any 
are identified, adjusting journal entries need to be posted.

4. Print an “Account Quick Report” to help you complete the Summary of 
Activity.



How to Print the Account Quick Report

1. At the top task bar select 
Company then Chart of 
Accounts.

2. Select Quick Report.

3. Next you want to click on 
Customize Report in upper left 
corner of report and enter a Date 
Range to run the report for.



How to Print the Account Quick Report
1. After the date range has been selected 

make sure that the Accrual Basis of the 
report is selected.

2. Now you want to customize the columns 
that you want to have printed in the 
report so in the Columns box review 
choices and either click on them to add or 
to delete the options. 

3. You can also select Memorize Report on 
top task bar that it can be easily pulled 
up again.



Account Quick Report



Prepare the Summary of Activity
Once the Account Quick Report has been printed you can either use it to 
complete a Summary of Activity that you have already saved in an Excel file 
OR you could Export the Account Quick Report by selecting Excel on the top 
task bar, then selecting Create a New Worksheet (initially) or Update an 
Existing Worksheet (thereafter).

After this has been done you can simply:

1. Add a header to the workpaper.

2. Insert a “Beginning Balance” column and then enter the beginning balances 
for each account.  Make sure these balances agree with the prior year 
ending balances.



Prepare the Summary of Activity 
(continued)

3. Now you can Hide all the activity for each account only leaving the “Total 
Account Name” line.

As noted on the next slide you will see a completed Summary of Activity 
prepared entirely by modifying the “Account Quick Report” and took less than 
10 minutes to prepare.

By preparing the report in this manner you are eliminating any potential errors 
that could be caused by data input or formula errors. 





Summary of Activity Accruals
If at year-end you have recorded any accounts receivables or accounts payables 
they will need to be added to the Summary of Activity.

To do so you can go into the Excel spreadsheet for the Summary of Activity and 
add the amounts to the applicable activity accounts for accounts receivable (add 
as a debit) and/or accounts payable (add as a credit).  Then to reconcile the 
Summary back to the year end Balance Sheet (see Slide 77) you will need to 
make sure that the Summary of Activity total matches the Total Equity amount 
on the Balance Sheet report as seen on the next slide.



Verify Balance Sheet to Summary of Activity For 
Accrual Balances





Auditor’s Copy
By providing an “Auditor’s (Accountant’s) Copy” of the QuickBooks file it 
allows the auditor to initially work remotely on your file without having direct 
access to your QuickBooks file.

By providing this it will also cut down the audit time on-site at the school 
district and will cut down on the phone calls and emails from the auditor.

This should be sent as soon as the account is reconciled for the year.



Auditor’s Copy
To create the Auditor’s (Accountant’s) Copy of the file the following needs to be performed:

1. On the top task bar select File then Switch to Single User Mode.

2. Again, select File then Send Company File.

3. Select Accountant’s Copy then Client Activities.

4. Now select Send to Accountant and select a dividing date, which would be the year end 
date of June 30th.

5. Next enter the email address of the auditor the report is being sent to.

6. Set a Password to encrypt the file for security purposes but be sure to let the auditor know 
about the password.

7. Finally, the auditor will receive an email with the file attached.



QUESTIONS???



Disclaimer
The information contained in this presentation is 
meant for educational and instructional purposes 
only.

The presenter and Plodzik & Sanderson, P.A. 
disclaim any and all liability from the use of this 
document.



Sheryl Pratt, CPA
Director

Plodzik & Sanderson, P.A.
Spratt@plodzik.com
603-225-6996

mailto:Spratt@plodzik.com
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