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Introduction 
Word and Excel for Projects? 
If you do work out in the field, it's cumbersome to take Estimates on paper and then 
transfer them to Excel, Word, or QuickBooks for tracking and billing. Instead, QBO allows 
you to create an Estimate, then convert it to a Progress Invoice.  
 
Using QuickBooks® allows you to maintain a consolidated history of your work, keep track 
of Accounts Receivable, organize customer documentation, and analyze your income 
and spending on a project-by-project basis. 
 
QBDT or QBO for Projects? 
In years past, conventional wisdom said that QuickBooks® Desktop (QBDT) was better 
suited to construction, while QuickBooks®  Online (QBO®) was best used for service-based 
businesses. While that used to be true, the latest enhancements to QBO have eliminated 
that distinction. 
 
The new Project Center and Labor Costing tools now mean that project-based businesses 
now have powerful job costing tools, a slick new interface providing an at-a-glance 
dashboard overview of the financial status of any customer job, and handy one-click 
reports. 
 
If you haven’t explored these new features, now is your chance! 
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Settings 
Start by turning on all the settings you’ll need to make use of the features. 
 
Progress Invoicing 
Gear > Account and Settings > Sales > Progress Invoicing. 
 
Progress Invoicing allows you to invoice an Estimate in stages, either by % completion or 
by line item. 
 

 
 
 
Projects 
Gear > Account and Settings > Advanced > Projects, Time Tracking. 
 
Use QBO's Projects to create a central hub to track all the income and expenses for a 
Customer Job. Formerly known as a Customer:Job, Projects bring together Estimates, 
Invoices, Payments, Billable Expenses, Labor Costs, and Job Costing into one cost center. 
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Job Costing 
 
Gear > Account and Settings > Expenses > Progress Invoicing 
 
1. To pay for Products and Services that will be listed on a Customer Invoice, choose 

"Show Items table on expense and purchase forms." These include both tangible 
materials and subcontracted services. 

2. To mark Expenses as part of a Project for Job Costing, turn on "Track expenses and 
items by customer." 

3. To pass these expenses on to a customer for reimbursement, with or without markup, 
choose "Make expenses and items billable". You can set a default markup rate, which 
can be changed on a case-by-case basis. 
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Define Your Products and Services 
Before you go out into the field, use Products and Services to make a comprehensive list 
of everything you "sell," from labor to products. 
 
1. You can have as many or as few as you'd like. 
2. Use Categories to organize them into groups. 
3. In the Sales area, choose the Products and Services tab. 
4. Use New to add a Service. 
5. Use a default Description to minimize typing. You will be able to change this on each 

Estimate or Invoice. 
6. If you have a default Price/Rate, enter it. Again, you can modify it on the fly.  
 

 
 

 
Defining Subcontracted Services 
If you are paying a Subcontractor to do the 
work, use the bottom section of the Service 
that says "I purchase the product/service 
from a vendor." 
 
Assign it to your Subcontracted Labor Cost of 
Goods account. 
 
Now you can use the same service on your 
check to your subcontractor that you used 
on your Customer Invoice. 
 
This allows you to run Profit and Loss by 
Service reports so you can see how much money you’re making with Subcontracted 
Services.  
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Defining Materials 
If you would like to track Products in your purchase expenses, in addition to just seeing a 
generic “Supplies and Materials Cost of Goods” on your Profit & Loss report, set up your 
Non-Inventory Products. 
 
Choosing the Product type “Non-Inventory” tells you it’s a tangible item, but that you 
don’t track exactly how many you have in stock, or their values. It’s perfect for 
consumable materials. 
 
Create the Products using the same steps as above. Use the bottom section of the 
Product that says "I purchase the product/service from a vendor." 
 
Assign it to your Supplies and Materials Cost of Goods account (create one if you don’t 
already have one!). 
 
When buying materials that get Job Costed, be sure to assign it to the Project. You can 
also pass that cost on to your next Customer Invoice for reimbursement (Time and 
Materials invoicing) by checking Billable. 
 
This allows you to run Profit and Loss by Service reports so you can see how much margin 
you have on materials used. 
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Hourly Cost Rate 
Use this calculator to include your Labor Costing in your 
profitability reports, even if you’re not billing for Time and 
Materials. 
 
Set this up once, and it will used across all Projects. 
 
Hourly cost rate > Add > Calculator 
 
Enter the Employee or Subcontractor’s hourly rate. If you’re 
using QuickBooks Payroll, Employer taxes will autofill. Enter in 
Additional employer taxes (/hr), Worker’s Compensation 
(/hr), and Overhead expenses (/hr). Overhead includes any 
unbillable expenses that it takes to manage the employee, 
like payroll fees or bookkeeping. 
 
Some people don’t consider taxes and associated overhead 
when doing Job Costing! This calculation provides a true cost total on your reports. 
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The Projects Center 
 
Navigation 
Once Projects has been turned on in the Settings, you’ll see a new Projects tab in the left 
Navigation. Use the Projects Center as your go-to hub to track and create financial 
transactions. 

 
 

1) Project List. All your current projects, at a glance. From this view you can see your 
Customer names, invoiced Income, incurred Expenses, current Profit Margin, and 
hours logged. 

2) Status. Filter for Projects In Progress, Completed, or Cancelled. 
3) Customer Filter. Filter to see all Projects for one Customer. 
4) Search. If you list is long, Search for the one you want instead of scrolling around.  
5) New Project button. Start a new Project here. 
6) Grid Gear, Print. Show or hide columns. Print the data shown on screen. 
7) Hourly Cost Rate. Set your fully-burdened labor costs to be included in calculations 

(see above). 
 

 
The Project View 
 

Overview 
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Click on any of the names or numbers 
to drill down into a Transaction List 
report. 
 

1) Profit Margin. Your Profit Margin 
and Chart at-a-glance.  

2) Income. All Income accounts 
used by Products and Services 
on Customer Invoices.  

3) Costs.  
a. Hourly Time Costs using 

Time Sheets and the 
Calculator (see above).  

b. Cost of Goods Sold.  Time and Materials costs from all COGS or Products & 
Services on Bills, Checks, and Expenses.  

c. Expenses. All overhead expenses assigned to the Customer Project. 
4) Gross Profit. Hopefully it’s positive. Otherwise, talk to your Accountant! 

 
 
 

Transactions 
 

1) A chronological list of 
every transaction of any 
Type that has the 
Customer Project 
assigned. 

 
This is a huge benefit, 
since otherwise you have 
to look in Sales for 
income-related 
transactions, and Expenses for cost-related transactions. 

 
2) Use the Filter to view specific transaction types. 

 
Click on any row to open up a transaction. 
 
 

Time Activity 
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Analyze Labor entered using Time 
Cards. View by Employee or 
Service. 
 

1) View by. Change your 
timeframe by Week, Month, 
or Employee. 

2) Group by. View the labor 
costs by date range, or by 
Employee. 

3) Time range. Click the drop-
down arrow to expand the 
section. 

4) Drop-down arrows. Keep drilling in as deep as you’d like to go. 
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Project Reports 
 
Here you have one-click access to common reports. 
 

1) Project profitability (without 
time costs). This is a Profit & 
Loss Report filtered by your 
Customer Job. 

2) Time cost by employee or 
vendor. View all time entries 
on the Project grouped by 
Employee or Vendor. 

3) Unbilled time and expenses. 
View all the outstanding time entries that were marked Billable on your expenses 
that have not yet been pulled onto an Invoice. 

 
See the Reports section at the end of this manual. 
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Create a Project 
Converting Existing Sub-jobs 
Existing Customers and Sub-jobs can be converted into Projects. Note that the Sub-jobs 
can only be one level deep. There is also (at this time) only one address, so if your 
Customer gets billed to a different address than the job site, you will need to stick to the 
traditional Sub-job approach and not use the Projects Center. 
Please submit Feedback about this! 
 
Starting from Scratch 
Click New Project to add one to the list. Name the Project and assign it to an existing 
Customer. This also creates a Project on the middle tab when you view the Customer in 
the Customer Center. 
 
When a Project is complete, you can mark it as Options > Completed which will take it off 
the list. 

 
 
 
 
Create an Estimate 
Use the + in the top middle to 
create a new Estimate. 
 
1. Customer Name 
2. Estimate Date 
3. Date the Estimate expires 
4. List each product or service in 

the Estimate. 
5. Customize the Description field 

to be as detailed as necessary. 
6. Enter the Quantities. 
7. Change the Prices if needed. 
8. Change Pending to Accepted or Rejected after a decision is made. 
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Once an Estimate is approved, you can use the Attachments field (bottom left of screen, 
not shown) to attach the scanned signed contract. 
 
Create an Estimate: iPad app 
Everything is the same as above, but you also get a space to take a 
signature right onsite. 
 
 
 
 
 
 
 
Progress Invoicing 
Each Estimate has a button to convert it into an 
Invoice for billing. 
 
You will be asked if you want to Invoice for an entire 
Estimate, a percentage of it, or for specific line items.  
 
Periodic billings would continue to be generated off 
of the original Estimate until it's complete.  
 
When you open the original Estimate, you'll see the remaining portion to be invoiced. 
 

 
 
 
There is also an Estimates & Progress Invoicing Summary Report in the Reports Center. 
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Click the triangles to expand and collapse each 
Customer. Customize the report to just show Open 
Estimates.  
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Receive a Payment 
When you Receive Payment from your customer, if they have more than one open 
Invoice, be VERY sure that the correct invoice is checked off, and that the dollar amounts 
are applied accordingly.  
 
QBO will always try to apply the payment to the earliest invoice first. 
 
Make a Bank Deposit 
Start a Bank Deposit. Check off all the cash and checks you are depositing.  
 
Important!!! Make sure the dollar amount matches the money going into the bank so that 
you don't have to hunt payments down later. The window after this one will allow you to 
add additional miscellaneous items, or hold back money for Petty Cash or as an Owner's 
Draw. 
 
Create a Billing Statement 
When a customer has several open invoices, combine them into one Billing Statement. 
 
Click on the + and choose Statements. You can't filter for a specific customer, but the 
resulting window will allow you to pick from a list. 
 
Statements can be emailed or printed. 
 
 
Track Change Orders 
The Contractors version of QuickBooks 
for Desktop gives you the ability to 
create Change Orders that track 
changes from the original Estimate.  
 
In the Online version, there are a few 
ways to proceed. 
 
One is to edit an existing Estimate and 
on the lines below, add items or note 
that above items have been removed.  
 
If you want to see the change history, click at the bottom under "More", then click "Audit". 
Click the Compare button to see the changes side-by-side. 
 
Or, simply create a new Estimate for the Change Order. You can even go straight to 
making a separate new Invoice.  
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Taking Deposits on Work to Be Performed 
 
Many companies take Deposits when a bid is accepted, both to confirm a client’s 
commitment, and so they have the resources they need to start the job for the customer. 
 
There are two ways to manage Customer Deposits in QuickBooks Online, depending on 
the needs of your company. If your jobs are small and so is your risk, you can use QBO’s 
built-in Deposits feature. 
 
But many companies actually should handle Deposits according to standard accounting 
practices. When you accept this money as a retainer, it’s not yet considered Income. 
Instead, it’s really a Current Liability on your Balance Sheet because you haven’t earned 
it. Sometimes this money is also called “Unearned Revenue.”  
 
The money is not yours, because if the job falls through you have to give the money back 
(unless you asked for a non-refundable deposit). 
 
QuickBooks Online gives you two ways to handle Customer Deposits properly. One is built 
in, and counts the Deposit immediately as revenue. The other is more of a work-around, 
but properly receives the money as a Liability until the Customer’s full payment is 
received. 
 
 
QBO’s Built-in Deposits Feature 
 
This works best when you’re ready to make the 
Invoice, and have already received the Deposit 
money. 
 
The first step is to turn on the Deposits option in the 
Company Settings. Go to the Gear > Account and 
Settings  
 
Click on Sales on the left. Put a checkmark in front of Deposit. 
 
Save your changes. 
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Next, create a new Invoice (+ > Invoice), or open the existing invoice for the project. 
 
In the Deposit field on the 
bottom right, enter the 
amount of money you 
received. When you do, a 
new set of boxes will 
appear on the left above 
the Product/Service grid. 
Enter the type of payment 
you received, and where 
you’re putting it 
(Undeposited Funds is best). 
 
 
The Customer Deposit has now been counted as Income, and the balance remains on 
the Invoice for future payment. 
 
Where this gets confusing is that the Deposit itself is treated as a Sales Receipt, even 
matching the Banking Feed, but there’s no actual separate transaction for the money.  
 
 
 
 
Properly Managing Customer Deposits 
 
This method of managing Customer Deposits on work to be performed enters the Deposit 
in QBO as a retainer, and not as the first payment. This allows you to track Unearned 
Revenue as part of Work in Progress (WIP). 
 
Doing it this way temporarily holds the money on your Balance Sheet in a separate 
Deposits Received account. When the project is paid for, the retainer amount moves 
onto your Profit and Loss statement as Income. 
 
One thing that’s helpful about this method is that you can always double-click on the 
Deposits Received account on your Balance Sheet report to see all the money you are 
holding for different Customers until you complete their jobs. 
 

Setting Up 
 
There are two steps involved to set up Deposits on work to be performed. These only need 
to be done the first time: 
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1. Create the Liability Account in the Chart of Accounts 
 
Go to Accounting > Chart of Accounts > New.  
 
Create this Other Current Liability account: 
 
 

2. Create the Deposit Received item in the Products & 
Services List 
 
Go to Gear > Products and Services > New. 
Create this new Service item. Note that you can modify the wording to suit your needs. 
 
By making the Income account the new Liability Account, when you use this Service, the 
money will go to this category on your Balance Sheet.  
 
 
 

Receiving the Deposit 
Now you’re ready to take your Retainer Deposit on Work to Be 
Performed! 
 
If you have already received the money, go to + > Sales 
Receipt. If you are billing the Client for this Deposit, go to + > 
Invoice. 
 
In the Product/Service field, choose your new Deposit 
Received item. Enter the amount of the Deposit. 
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When you now look at the Balance Sheet, you will see the $1000 held on behalf of the 
Client. Click on the dollar amount to see all the Deposits you’re holding on all open jobs. 
 

 

Applying the Deposit to Accounts Receivable 

Option 1: Deduct the Prepayment from The Project’s Balance 
 
When it’s time to bill the Customer and apply the prepayment, add the same Deposit 
Received item at the bottom, but this time subtract the dollar amount to show the 
remaining balance to be paid. 
 
This is easy for the Customer to understand, but it looks like the Invoice is for less than it 
really is. 
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When you revisit the Balance Sheet, the $1000 has now disappeared. Click on the total to 
look at the Deposit Received subreport, and you’ll see this: 
 
At this point, the $1000 will now be distributed to the proper Income accounts on the 
Profit and Loss report used by the other line items on the Invoice. 
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Option 2: Create a Credit Memo to Apply to an Invoice as a Payment 
 
 
This option allows you to bill for the entire Invoice, and apply the Deposit as a payment. 
 
1. Create a Credit Memo for the amount of the deposit. Use the Customer Deposits item. 

This takes the money out of the Liability account and gets it ready to apply to an 
invoice. 

2. Create an Invoice for the full amount of work to be done. 
3. Notice that the amount of the Credit Memo has automatically been applied to the 

Invoice as a Payment (if Automation is turned on, otherwise you can apply the 
payment manually).  

4. All that's left to pay is the balance! 
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Track Time on a Task 
To include Labor Costing in your 
Project Center, use the Time 
Tracking tools. 
 
These two Time Sheet methods 
feed directly into QuickBooks 
Payroll, so you won’t have to 
enter the hours anywhere else. 
 
 
Single Time Activity 
Single Time Activity is a great way 
to summarize the work you and your employees did, and make it easy to gather the 
activities into a periodic invoice. 
 
1. Click the + and choose Single Time Activity. 
2. Select the Employee name. 
3. If you want to use a specific Start and End time, turn on this checkmark. Otherwise, you 

can simply enter the total number of hours and minutes. 
4. If not using specific times, enter the number of hours and minutes. 
5. Enter in time taken for breaks. This will be deducted from the total hours. 
6. To invoice a customer for this time, choose the Customer. 
7. Click the checkmark and enter the billing rate. 
8. Enter a description detailing the work done. 
 
 
Create a Weekly Timesheet 

Weekly Timesheet allows you to track a full week's work, broken down by day and by 
customer, all on one screen. 

1. Click the + and choose Weekly Timesheet. 
2. Select the Employee name. 
3. Choose the Pay Period 
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4. Choose a Customer. 
5. Select a Service. 
6. Adjust the Billing rate if necessary 
7. Enter the hours done for that task for that person under each day. 
8. To track hours that are not billed to customers, leave the Customer and Services 

fields blank. 
9. Add as many different customers & services as needed. To perform several different 

services on a job, list the Customer again for each Service. 
10. Use the Description field to detail the work done through the week. 

 
 
Use T-Sheets instead 
 
 
T-Sheets is a time-tracking app that works right inside QuickBooks Online. It allows your 
team to clock in and out using their smartphones, and you can see where they are via 
GPS. Approve the hours for billing and payroll. Time cards are pulled into Payroll 
automatically. 
 
There is an additional cost for T-Sheets, but its rich feature set and deep integration with 
QBO make it well worth the money. 
 
Sign up for an account and get a discount at 
https://www.tsheets.com/#a:royalwisesolutionsdirect . 
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Job Costing 
Job Costing means to compare the income from a job to its incurred expenses. While you 
may think you got paid a bundle for a project, you may be surprised at how little profit 
you made. It’s important to include not just your direct expenses like materials and 
subcontractors, but also your payroll expenses, overhead, and the owner’s time. 

 
 
The Elements of Job Costing 
 

1) Using Products & Services vs. Account Categories 
Every time you create a Bill, Check, or Expense, you have the option of using a Category 
(top grid), or a Product/Service (bottom grid).  
 
If you don’t care a whit about profit margins and Product sales reports, you can just 
assign all expenses to their Cost of Goods or Expense account Category, which is pulled 
from the Chart of Accounts, and call it a day. 
 
But if you would like to analyze your company’s sales to see what Products and Services 
are your most popular, or have your greatest margin, be sure to use the bottom grid 
(remember, if you don’t see it, you have to first turn the setting on!). 
 
The benefit is detailed reporting and analysis to help you understand your business and 
guide your company’s growth. The only drawback is that you need to enter these 
Expenses by hand. The Banking Feed doesn’t allow you to assign Products & Services 
through its interface, so the workflow takes more effort. 
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2) Assign Expenses to a Customer for Job Costing 
Any Expenses, whether they be on Bills, Checks, or Expenses, can be assigned to a 
Customer & Project. This is what creates the Job Costing reports. 
 
If a purchase can be allocated to several Projects, simply repeat the same Account or 
Product/Service on each line item, and designate the proper proportion to each Project.  
 

3) Mark Expenses as Billable to the Customer for Reimbursement 
Any expenses incurred on a job can easily be reimbursed by the customer. When 
recording the Expense, mark it as Billable and assign it to a Project. 
 
If you Mark Up your expenses, you can turn on that option and set a default % in Account 
and Settings. 
 
 
Bill a Customer for Time and Expenses 

 
When you create an Invoice (NOT a Sales Receipt) for a customer with unbilled time 
charges or expenses, you'll see them appear on the right side of the screen. Click Add to 
move them into line items. 
 
 
  



   

Alicia Katz Pollock learn.royalwise.com 2/8/2020 

28 

Job Costing Payroll and Overhead Using Journal Entries 

 
An alternative to using QBO’s built-in tools is to create Journal Entries to allocate expenses 
in Payroll, Materials, and other overhead categories.  
 
Use a Journal Entry to move money out and back into the same expense category, 
breaking down the % by what Customer Project (and/or Class) it was for. It's time 
consuming, but accurate. 
 
Don’t forget that each $ field is a mini-calculator. Total * %, then press Tab! 
 
Save complex Journal Entries as Recurring Transactions to reuse them in the future. 
 
 
Job Costing Using $0 Checks 
 
Another way of job costing manually is using $0 checks. It is commonly used to allocate 
the Owner's Time, if they are not on Payroll. In this method, create Services that point to a 
COA Expense or COGS account. The reason we use Services is so that the transactions 
show on Expense reports.  
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Enter the value of the Owner's Time, allocated by Customer. Create an offsetting 
negative total, NOT allocated to any customers. As a result, the P&L will show a $0, but 
the Job Costing reports will include the expense. 

 
 
Classes 
 
Another way to group your transactions is by using Classes. This allows you to classify 
transactions according to any need. You can use Classes to group by employees, 
locations, types of work, properties, referral sources, almost anything. 
 
Run any of your reports divided by Classes to see that data broken down into each of 
these divisions. 
 
Turn on Class tracking in the Company Settings. Choose to have the Class assigned for 
each line item, or for an entire transaction at once.  
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Before the Projects Center existed, Classes was one of the most popular methods for Job 
Costing. By using each of your Jobs as a Class, you could assign the Job to every Income 
and Expense transaction. The disadvantage is that this list frequently becomes unwieldy 
over time.  
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Budgets 

 
Another way of tracking your spending is by using Budgets. Create a budget at the 
beginning of each Customer project. You can even break it down into monthly or 
quarterly increments.  
 
As you progress through each job, run Budget vs Actual reports to see how you're doing 
on a line-item basis. 
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Additional Reports 
Income by Customer Summary Report 
This report gives you an overall profitability report on each job. 
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Project Costing - P&L Report 
View how much profit you made from one Project. 
 
Go to Projects, and click on one of your jobs. Click on the Job Profitability Report. 


