
The General Ledger 

This is going to be your most important lesson. This is your Holy Grail of accounting reports. 
This lesson will have a significant impact on your business and it is the easiest to do, and least 
time consuming. This literally takes 10 minutes a week to do for most business owners. If you do 
nothing else but this, you will greatly improve the financial aspects of your business. I would 
start with this technique first and then once you are comfortable move on to the other techniques. 
The General Ledger report is just every transaction in your company for a period. It simply lists 
all of your debits and credits in order of your chart of accounts. The purpose reviewing your 
general ledger is to review every monetary transaction your company had. Reviewing this report 
frequently will allow you to catch errors in your accounting, see where your money is leaking 
out, see your expenses that are necessary and most importantly those that are not. Seeing your 
sales one by one, seeing all of the expenditures going out of your bank account. Reviewing this 
report will tell you everything that is going on in your business. The good news is for most 
businesses this task will only take about 10 minutes per week to review. This is the “ONE 
THING” that separates my very successful clients to the ones that just survive. My most 
successful clients do this every week.  

 

The report will start with your first cash account. It lists the type of transaction. The date of the 
transaction, the check number, the name on the transaction, a memo note, then the debit or credit, 
and finally the account balance. 

You simply scroll through this report looking at one transaction at a time. You objective is first 
to familiarize yourself with what happened. Secondly, you are looking for posting errors. Is the 
transaction properly recorded in the correct account? Thirdly, and most importantly, you are 
watching where your money went. 



So let’s go through this example. So you can see how this report works. Seeing how it works, 
will be helpful for you to implement into your business.  

First, when you scroll your mouse over a transaction, the mouse pointer changes from the arrow 
to a magnifying glass with a Z in it. The Z stands for zoom. So by clicking on a transaction when 
the mouse point is the magnifying glass you can zoom back to the source transaction. 

To start, we pick the first transaction a check to Property Manager, under memo says Nov Rent, 
we zoom to the source. We see this is just the rent check for the month of November. So we 
examined it and it seems fine so we just close it out, and move on. 

 

We see the second transaction is a paycheck to Jonathan Graham dated 11/02/2019 so we click 
on it and zoom to the paycheck. 



 

Everything looks ok with the paycheck so we move on. We continue on till we see the first debit 
which is labeled as a deposit for $16,114.50. We click on it and are brought to the deposit. 

 

We see the deposit is two customer payments. One from Jimenez, Carter & Boch for $7,803.20 
and another one from Wiessinger Optometry for $8,311.30. We remember the deposit, it looks 
fine so we close the deposit and continue on. 



We do not have to click to zoom to every transaction. We are only doing it here for illustration 
purpose. 

The very next transaction is a Transfer on 11/02/2019 and says Line of Credit under the Split 
column. Split tells you the other account the transaction is coded to. Every transaction has two 
sides a debit and a credit. When you see Split under the Split that means the other side is hitting 
more than one account. So when we click on the Transfer for $5,000 which is a credit we see 
there was a payment made to the Line of Credit loan. This is a very important transaction to 
review. This is a very common mistake your accountant will get wrong. Most accountants will 
book all of your deposits to revenue. So when a client pulls money from a line of credit and puts 
it into the cash account, it is often miss recorded and put into revenue. Which means you could 
pay tax on receiving a loan because it was improperly recorded as a sale. But in this case, it is 
paying down the loan. 

 

 

The next transaction of interest is the check 5272 to Karpas Insurance fro $461.84 because the 
split line says split. 



 

So when we zoom in on this transaction, we see it is coded to three lines two for Insurance: 
Workers Compensation and one for Insurance: General Liability Insurance. Here is a good 
example of a split line. We are going to move farther down the General Ledger. 

 

 



As we continue to scroll through the General Ledger we are now at the Accounts Receivable 
account. We notice there are payments which are credits to Accounts Receivable and invoices 
which are debits to the account. We can see in Accounts Receivable we invoiced out $20,004.00 
in revenue and we collected $40,903.10 in cash from prior sales. 

 

When we click on the Bowden Imaging we see there is a $14,214.80 payment to Project#12 
which is invoice 71071 for $14,214.80. This looks good so we will close it. So we examined the 
revenue which came in. Let’s now look at our current month revenues. 



 

Next we click on the invoice number 71072 to Bowden Imaging for $17,161.70. This was the 
bulk of the sales for the month. It looks fine so we close it and move on.  

 

So we collected $40,903.10 and we only invoiced $20,004.00, so we should look into this and 
see if we have a problem. Because we only invoiced half of what we collected. Did we miss an 
invoice, is there a seasonality to our business, or did a project not get done? Why are sales half of 



the prior month? These are all very important questions. So you have to go back and investigate 
sales by month for the year and see what happened. 

As we continue to scroll down through the General Ledger we come across Undeposited Funds. 
This is an account QuickBooks created to make doing your bank reconciliation much easier. The 
purpose of this account is to group your customer payments into one deposit. This one deposit 
will then be the same amount you see on your bank statement. So when you do your bank 
reconciliation in QuickBooks, the deposits in your General Ledger and Bank Reconciliation will 
correspond to the bank statement. So Undeposited Funds is a holding account. What is 
interesting in this example is we collected only $40,903.10 in deposits from sales but we 
deposited $57,017.60 into the bank for the month of November. And when you examine why 
you discover you received some payments from customers at the end of October but you did not 
deposit these until November. 

Next, we arrive at Accounts Payable. We see we added $3,336.00 in new bills and paid 
$5,393.00 worth of bills. 

 

The first debit is for $5000.00 for an Bill Payment Check on an invoice from Natalie Chapman 
Consulting. When we click on it here is what we see, a check processed from payables for an  
invoice. 



 

Next we see bill dated 11/30/2019 from Natalie Chapman Consulting for $2,800.00. We should 
click on it and investigate.    

 

We see above this is the hours for Natalie Chapman for the month of November allocated to a 
project. It appears to be fine so we will move on. So again, we are just reviewing the prior month 
transactions to learn what happened, what did not happen, and all of the whys did that happen.  



The next screen shot is of a credit cards and the line of credit. For the Master Card Payable this is 
obviously a credit card with some small purchases and a small payment. You would just skim 
through this and check the transactions. You see there was $167.48 in new charges and a 
payment of $232.69 was paid. 

 

The Line of credit shows you paid down the loan by $5000.00 and you had $54.21 of interest 
expense from the bank. You should compare your bank loan statement balance to your Line of 
Credit balance every month to make sure they are the same number. This is important because a 
common error is when you draw-off of the line of credit the deposit in cash can be recorded as 
revenue. And you could pay income tax on it. 

Here are the payroll liabilities. As you can see, the paychecks increase the liability with credits to 
the account from the paychecks. Then you see the payment of the liabilities on the 15th of the 



month. 

 

 

As we continue to scroll through the General Ledger, we arrive at Revenue. You will notice we 
have already seen some of these transactions. They are not in here twice, we are now seeing the 
other side of the transaction. Remember every transaction has two sides a debit and a credit. 

So we begin with the company invoice the client expenses. It is common for some consultants 
and attorneys to bill for client expenses. These are offset by the payment of the actual expense. 



 

We already reviewed the invoices when we went through the Accounts Receivable, so we will 
not review them again. Here is how they look in the revenue account. 

 

Finally, we get down to the expenses. As you recall, the General Ledger will start with assets, 
then move to liabilities, then to be followed by equity, then revenue, and finally expenses. 



 

Here is the payroll. They are classify here as Direct Labor. We click on the first paycheck and 
here is the detail. You also see above the bill from Natalie Chapman Consulting for $2,800 
which we already reviewed. 

 

I am going to put a lot of screen shots in a row so you can see the expense side of the general 
ledger.  



 

 



 

 



 

 

 



 

 

The purpose of the General Ledger report is for you to review all of your transactions. Your 
objective is to make sure everything is classified correctly; there are no missing transactions, find 
unnecessary expenses which could be eliminated, and have your finger on the pulse of what is 
going on in your company. 

The Drip Account. 



When you find expenses that should have been canceled or other unnecessary expenses, you 
discover by reviewing your General Ledger. You should create a new bank savings account. 
What you do with this new bank account is to have those amounts you spent on unnecessary 
expenses to be automatically put into this drip account. So it is a savings plan for the money you 
had been wasting. This money is now automatically transferred to your new savings account. 
The nice thing about this account is this is money you discovered, and you will not miss it from 
your business. The drip account will allow you to turn wasted money into a savings plan. The 
good news is in a year this could add up to some serious money. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 


