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Bounced Checks....Everybody hates them.... They Do Happen Once In
Awhile....But How Do You Handle Them in QuickBooks?

Q. What is a quick and efficient way to handle bounced checks so the bank reconciliation can show both the
money in and the money out.... But not affecting income in a prior period.

A. There are three different ways in which you can handle a customer’s bounced check. Try each of these
methods in a test file to see which one you like the best.

Method 1: Create an Invoice to send to the Customer
This method, while perhaps a little more work, is my personal preferred method as it leaves a good paper trail and
provides you with something “real” that you can send to your customer to notify them that your bank has returned

their check for insufficient funds.

Step 1. Create an Other Charge Item in your Item List that links to the checking account that the
original payment was deposited in to record the NSF Check.

-Iﬁ'l'l tem ] Twpe a help question Ask- * How Do I? - _ ||:|. X.I

Type oK |
Use For miscellaneous labor, material, or part
|Other Shistize ﬂ charges, such as delivery charges, setup Fees, and Cancel |
service charges.
Mek |
Itern M Mumb Subit f
erm Mame/MNurmber [ subitem o [ ———
[rsF Check [ = —I
Speling |
[ This item is used in assemblies or is a reimbursable charge
Description Amaount ar % Tax Code
Check Returned by bank due ko MSF| ;I I 0.00 ITE‘>< j [T Item is inactive
Accounk

LI |Checkjng - Bank Mame | ™
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Step 2: Create an Other Charge Item in your Item List that links to the same checking account to
record any NSF Check Fee that you are charged by your bank.

Type a help question | Ask * HowDoI?| _|0O| = |
Type 0K |
|Other Gharee ﬂ Use for mlscellaneuu_s labor, material, or part
charges, such as delivery charges, setup fFees, and Cancel |
service charges.,
Mext |
Irermn M Mk Subik f
em Mamehumber [ subitem o P
[l4sF Check Fee [ A —I
Spelling |
[ This item is used in assemblies or is a reimbursable charge
Descripkion Armount ar %% Tax Code
Bank fee for NSF Check] ;I I 0.00 |Tax j [T Item is inactive

Accounkt
LI ICheckjng - Bank Mame ™

Step 3: Optional — If your bank doesn’t charge you a fee for NSF Checks but you wish to charge
your customer a Returned Check Fee, create an Other Charge Item in your Item List pointing to
Other Income.

Type a help question | Ask W HowDoI?| _|0O)| x |

Tvpe
Use far miscellaneaus labor, material, or part
charges, such as delivery charges, setup fees, and
service charges.

Cther Charge

Cancel

Custam Figlds
Itern Marme/Murmber [ subitem of )

Speling
IF'J:EI. Check Fee | j

[™ This item is used in assemblies of is a reimbursable charge

dis

[T Item is inactive

Descripkion Amount or % Tax Code
Returned Check Charge I 0.00 ITax j
Accounkt

|?EISEI * Other Income ™
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Step 4: Creating an invoice to send to the customer.

When you receive the notice from the bank that the check has bounced, create an invoice with the date you were
notified by your bank. Include the check # in the description for the NSF Check Item and add any NSF Check fee

that you were charged by your bank.

. Create Invoices Twpe a help guestion | Ask w HowDoI? | _ |00 x
®Wrrevious Prer 25 - Gl - B - | g speling 5y History  £3 TimejCosts. .. | -
Cuskomet: Job Class Template Customize |

ICustDmer Three:Taxable ... j I j IIntult Service Invoice "

Invoice 04/19)2004 m .

Customer Three
Box 985644-B
Ciby, CA 33251

m—

Ikem Quankity | Descripkio Rake Class Arnounk Tax
MaF Check Check # 73356 Returned by bank 6,078,158 6,078,158 |MNon |
due ko MSF I |
MSF Check Fee Bank fee for NSF Check, 25,00 25,00 Iﬂ* I
| : : -
~|
Customer j Tax [ch Sales Tax | |(6.0%:) 0.00
Message
Tatal 6,103.18
¥ To be printed Custamer Tax Code |Tax j apply Credits | Payments Applied 0.00
[ To be e-mailed Balance Due 6,103.18
[Mermo |
- Let QuickBooks help vwou gek vour Invoice paid onling by credit card. Save & Close | Save & New Claar

The accounting that QuickBooks does for you.

Because both the NSF Check and NSF Check Fee Items are linked to your company checking account, when you
Save & Close this invoice, QuickBooks automatically posts the following transactions to your checking account
register.

As you can see in the screenshot below you originally received the deposit on 4/12 and on 4/19 the bank notified
you that the check was being returned for NSF and that you were charged a $25.00 fee. Your accounting is
properly taken care of without affecting the original transaction. All that’s left to do is mail your customer the
invoice and your paper trail is now complete.

041212004 w 6,078.15 16,866.80
DEP 1390 ' Undeposited Funds Deposit

0441972004 Customer Three:Taxable Job 6,078.18 10,7858.62
MY 1210 ' Accounts Receivable [split] Check # 786856 Returned by bank due 4

0441942004 Customer Three:Taxable Job Z5.00 10,763.62
MY 1210 ' Accounts Receivable [split] Bank fee For MSF Check

Now that your accounting is correct, it’s time to notify your customer and while a phone call letting them know
what happened is appropriate; they too need a good paper trail for their records. Make a photocopy of the check
that the bank returned to you (front and back) and send or fax them a letter along with the invoice.

To create the letter, instead of reinventing the wheel, use the QuickBooks “Write Letters” function.
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1. From the Customer Center Customers & Jobs tab, find the job that the original payment was for, click to
highlight.

2. Select the Word drop down menu on the upper right of the screen and choose “Prepare Letter to {Job
Name}

3. From the “Choose a Letter Template” window click to select the “Bounced check” template

4. Edit this letter as necessary

One thing to note, when the NSF check is paid off, it should be returned to the customer, that way they have
possession of it and can't be collected on again.

Method 2: Record the customer’s bounced check by “Writing Checks”.
This method does not pass on any bank fees to the customer that you might incur.

In QuickBooks, choose Write Check.

The number field can be left blank, or you can use NSF.

The date is the date the check was returned. Refer to the bank notice.
The name is the person who wrote it.

The amount is the amount of the original check (no fees).

THE ACCOUNT IS ACCOUNTS RECEIVABLE

o pw P

This creates a receivable until the person pays you, without affecting prior period income accounts or reports.

F: Write Checks - Company Checking Account Type a help question
M previous [P Mext & Print ~ | ) Find
Bank Account  [1110 - Comparry Checking Ac... j Ending Balance 16,686,530
Ho. 755E-HSF
Print As: Customer Three Date 0471972004 E
Pay tokhe Order of Custamer Three:Taxable Job = | $ 6,078,158

Sixthousandsevent —elghtand18,!'100***************************** DD”aI"S

Customer Thres
Box 955644-B
Address | City, CA 33251

Memo Check # 78855 Returned For MSF

Expenses $6,078.18 'I Ttems 40,00 I [~ online Payment [~ To be printed

Account Amount Memao Customer: Job B | Cass

1210 Accounts Recei,.. ™ #,075.18 |Returned for MSF| Customer Three:Taxable,., ™ o
~|

Clear Spliks | Recalculate | Save & Close | Save & New | Clear |

1. Create another “check” using the same number, date, and name for the amount of the bank fee.
2. Use account Bank Service Charges
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F: write Checks - Company Checking Account Type a help question nsk- ¥ How Do I? !IEI | %]

W previous [T Mext @Print - | %{Find

Bank Account |111|3 + Campany Checking &c.. . j Ending Balance 10,608.62

Print As: Customer Three
Pay to the Order of Customer Three: Taxable Job

Mo, 7585ENSFFes

Date 04/19/2004 |
| $ 2500

Twenk: -ﬁ\"eandDDIlDD************************************* DD"ars

Cuskamer Three
Box 955644-B
ddress | City, CA 33251

Merno Check # 78856 Returned for NSF - bark fee

Expenses $25.00 I Ttems $0.00 I [~ online Payment [ Tobe printed

Account Amount | Memao

Customer:Job Bl | class

%060 * Bank Service Charges ¥ 25.00 |Returned For MSF bank fee

Custamer Three:Taxable.., ~ | & o

[]

CIearSpIitsl Recalculate | Save &Closel Save & New | Clear |

The accounting that QuickBooks does for you.

Your checking account register entries will look almost identical to that shown in Method One. The amount of the
NSF Check will appear in your Accounts Receivable Reports as shown below, however, no invoice is created that
you can send to your customer and it does seem rather odd to see a “check” in your Accounts Receivable Reports.

Customer Three
Taxable Job

Check 0441902004 TaoSE-M=F
Invaice 0272712004 =3
Invaice 0373152004 9

Total Taxable Job

Tatal Customer Thres

§07515 4
02427 12004 &21 11,255 58
0343112004 785 27 01410

—_— =

44 343.16

—_— = =

44 34316

You would have to create a Statement to send your customer along with a letter requesting payment. To create the

Statement:

1.  From the Customer Center, choose the Customers & Job Tab, find the Job for the customer that you

received the original payment for.

2. Highlight the Job Name, right click on it and choose Create Statement
3. Change the dates to reflect the current month to date
4. Select Preview to review the Statement prior to printing

Date Transaction Amount Balance
0353172004 Balance forsand 44 342 16
Tamahle Joh-
0451252004 PIT #78556. -6,078 1% 38,20098
04519/2004 CHE #78256-N5F . Fehumed for MSF 6,078 18 44 342 16

Create a Letter to send along with the statement along with a photocopy of the returned check (front & back) as in

Method 1.

Sunburst Software Solutions, Inc. Copyright 2000-2006. Al Rights Reserved.

Page 5 of 6



Method 3: Another combination of checks and statements.

1. Go into the Checking Account register (the bank account that you deposited the money). Use
date of bounced check. In the "Check #" field, put "NSF Check”. Payee put "Customer's Name"
enter the amount of the bounced check. In the "Account" select "Account Receivable". Record.

2. Add the bank charge fee. In the "Check #" put "NSF Fee" Payee ‘“Name of bank". Put the
amount of bank fee. In the Account select "Bank Service Charges ". Memo "NSF Fee with
Customer's Name. Record.

3. If you charge an additional fee for bounce checks then add that. Create an item called "NSF
Check Fee" as "Other Charges". Account "Returned Check Fee". In the "Statement Charges"
register and select "Customer Name" record the fee. Use date of bounced check, Payee "Customer
Name". Enter amount of fee. Account is "NSF Check Fee".. Memo, put the check # of bounced
check.

4. Create Customer Statement. Select "Customer Name", highlight it, right-click and select
"Create Statement". This will show that amount they owe you plus the amount of the bank fee

and the extra charge that you charged (if you charge, in #3).

Send the customer the "Customer Statement" and a letter requesting a payment.
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