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 The book you just opened is different from most 
others on Excel that you might have seen. That’s 
because it focuses on a topic that is deeply impor-
tant to us all: money.  

 The novelist Rex Stout once wrote, facetiously, 
“The science of accounting has two main branches, 
first addition, and second subtraction.” I kept that 
in mind when I was casting about for the book’s 
theme. I wanted to write a book that would show 
people how to maximize profit, the result of com-
bining those two branches.  

 Profit, of course, is not revenue. I can’t teach you 
how to create revenue—that’s more a matter for the 
heart, not the head—nor would I want to offer you 
MBA or CPA material. I did set out to write a book 
that any person engaged in any level of business 
could use as a refresher, from basic financial docu-
ments such as general ledgers and income state-
ments, to the operational methods such as statistical 
process control, to the procedures such as business 
case analysis that underlie investment decisions.  

 I also wanted to structure this book around the 
most popular and sophisticated numeric analysis 
program available: Microsoft Excel. Therefore, each 
chapter in  Business Analysis: Microsoft® Excel 2010  
provides information about a different business task 
or procedure and discusses how best to apply Excel 
in that situation.  

 This book references many Excel functions and 
capabilities that you might already use in your daily 
business activities. You might also find discussions 
of tools that you have never used or that you might 
never have considered using in the context of busi-
ness analysis.  

 After all, no one can be completely familiar with 
every option in an application as extensive as Excel. 
Several Internet newsgroups frequented by Excel 
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users answer technical questions. Years ago, a user asked how to enter a number in a work-
sheet cell so that Excel would treat the number as text. (This is quite a basic operation.) 
Surprisingly, the question was posted by one of the most experienced, best-known, and cre-
ative Excel consultants in the country. I thought that it was a put-on and responded appro-
priately, but it turned out that the question was genuine.  

 So we all have gaps in our knowledge. The purpose here is to help fill in some of the gaps 
that might have entered your knowledge base since your last course in business or since you 
first learned how to use a worksheet.  

  Business Analysis: Microsoft® Excel 2010  uses case studies—that is, situations that are typi-
cal of decisions or problems that you might face on any given workday. These case studies 
first discuss the problem itself: why it’s a problem and how a solution can contribute to a 
company’s profitability. Then the case studies demonstrate at least one possible solution 
that uses Excel as a tool. The intent is for you to mentally put yourself in the situation 
described, work through it, and then apply or adapt the solution to an actual situation that 
you face.      

  Taking It on Faith  
 Since the second edition of this book was published, the financial markets have sustained 
some severe shocks. Enron, which had been ranked seventh in the Fortune 500, entered 
bankruptcy, its CEO entered prison, and $60 billion in stock and $2 billion in pensions 
vanished. An old and highly respected accounting firm, Arthur Andersen, was found guilty 
of obstruction of justice in the Enron case. Although the Supreme Court later overturned 
the finding, “Uncle Artie’s” staff fell from 28,000 to 200. And, by no means last, WorldCom 
revealed that it had improperly booked $3.8 billion in expenses—then, one month later, 
it  filed for bankruptcy. Other familiar names that gained unwanted notoriety: Global 
Crossing, Tyco, and Adelphia.  

 The basis for all this corporate malfeasance was the cooking of the books. Transactions 
were kept off the financial reports, and earnings and losses were misstated, in efforts to 
paint a pretty picture and pump up the stock price.  

 After publication of this book’s third edition, the United States suffered the worst and lon-
gest financial slowdown since the Depression of the 1930s. The recession of 2008–2009 had 
many causes, but the catalysts were pretty clear. Mortgage lenders extended home loans to 
people who couldn’t afford them—at least, not when home prices stopped rising or variable 
rate loans adjusted up. Investment banks started to package and sell derivative instruments 
such as collateralized debt obligations and credit default swaps. The former hid bad mort-
gages among the good. The latter constituted a form of unregulated insurance that did not 
have sufficient reserve  funds to survive a market bottom.  

 To some degree, the system works on trust. As investors, creditors, customers, and employ-
ees, all of us rely on financial reports such as income statements to make decisions about 
our lives. We rely on independent assessments of the risks assumed by investment firms 
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such as Madoff Investment Securities and funding agencies such as Fannie Mae to guide 
our investment decisions. When the dollar amounts that are used to calculate those figures 
are seriously misrepresented, we can make seriously bad decisions.  

 Nothing here or anywhere else can fully protect you from people who keep bad news off 
the books. You have to be as close to things as Sherron Watkins, the Enron vice president, 
to see what’s really going on in time to phone the cops. Even the Securities and Exchange 
Commission somehow overlooked the improbability of the 72 consecutive months of prof-
itable returns reported by Madoff’s company. So it might seem pointless to pay attention to 
income statements, balance sheets, and other reports of a company’s financial status. But it’s 
not pointless.  

 In the third edition of this book, I wrote this:  

   The vast majority of North American businesses are generally honest, and if they 
sometimes skate, it’s not by a really indecent margin. If you want to adopt a cynical 
viewpoint, consider that the incentives to misrecord financials are all wrong for small 
and midsize businesses. It’s in large businesses where the temptations are really huge, 
and—at least, since 2002—that’s where the scrutiny is greatest.    

 I was wrong, obviously. Greater scrutiny, earlier on, might have at least mitigated the reck-
less behaviors that took down Bear-Stearns, Merrill-Lynch, Lehman Brothers, IndyMac 
Bank, and so on. None of these could be considered “small” or “midsize” businesses, but 
they escaped the light of day that might have reined in their excesses until it was too late.  

 Nevertheless, it’s still not “...pointless to pay attention to income statements, balance sheets, 
and other reports of a company’s financial status.” Plenty of analysts paid attention to those 
reports, directed their own assets accordingly, and blew whistles.  

 Alas, no one seems to have been listening.   

  Renamed and Improved Functions in Excel 2010  
  Business Analysis with Microsoft Excel  has never been intended as a version book—that is, it 
has never been issued as a new edition every time Microsoft issues a new version of Excel. 
You are reading the book’s fourth edition, yet Excel has had seven separate releases (not 
counting service releases) since this book was first published.  

 The third edition took the Excel 2007 user interface, most recognizable by the Ribbon, 
into account in describing how to carry out various analyses in Excel. The current edition 
does the same, but it describes your actions first using the Ribbon, and then describes them 
assuming that you’re using the menu structure from Excel 1997–2003.  

 The most recent version, Excel 2010, has a variety of functions with new names, which are 
mainly existing functions whose capabilities have been divided among new functions. Most 
are statistical functions pertaining to the unit normal distribution, the t distribution, the F 
distribution and so on  .
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 For example, the existing  TDIST  function returns a one- or a two-tailed test, depending on 
how the user sets one of its arguments. Which tail of the distribution can be specified by 
subtraction, because the distribution is symmetric.  

 The new functions divide the capabilities among three different functions:  T.DIST  (one-
tail, left),  T.DIST.RT  (one-tail, right), and  T.DIST.2T  (two-tail). The capabilities were always 
there, but Excel 2010 assigns them specifically instead of relying on arguments and arith-
metic manipulation such as  1 – TDIST(2.07, 15, 2) .  

 This book takes account of the new functions and uses them where appropriate. There are 
three issues to bear in mind, discussed next.  

  Compatibility  
 Excel 2010 continues to recognize the functions that are being replaced; in fact, they are 
referred to as “compatibility functions.” This means that Excel 2010 will recognize, say, the 
 TDIST  function in a workbook that you create in an earlier version such as Excel 2000.  

 It also means that you can continue to use the existing compatibility functions in new 
workbooks that you create using Excel 2010. Assuming that Microsoft intends to sunset 
the compatibility functions eventually, you have a window during which you can gradually 
switch to the new function set.  

 Excel 2010 has an auto-complete feature for functions. You can see it in action in 
 Figure   I.1   .   

 Figure I.1 
 The compatibility func-
tions appear at the bot-
tom of the list box.        

 Two compatibility functions are  STDEV  and  STDEVP . When you type an equal sign and the 
first few letters in the function name, a list of functions that start with those letters appears. 
Click one of them to auto-complete the function, up to and including the opening paren-
thesis.  

 Notice in  Figure   I.1    that the compatibility functions appear at the bottom of the list. This 
is a reminder to the user that Microsoft is beginning to deprecate their use, and you should 
instead try to use  STDEV.P  or  STDEV.S .   

  Consistency  
  Consistency functions  is the term that, at least during the beta period for Excel 2010, 
Microsoft is using for the new functions. The rationale is as follows.  

 Prior to 2010, some functions such as  STDEV  had two versions. For example,  STDEV  is 
intended for use when the numbers you give it to work with are a sample from a population 
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of values. In contrast,  STDEVP  is intended for use when the numbers you provide it  are  the 
population.  

 Microsoft regards the final  P  in the function name  STDEVP  to be inconsistent; after all, 
there’s no final  S  in  STDEV , even though it’s intended to be used on a sample of data.  

 So, to make the names consistent, Excel 2010 has two “consistency functions” that calcu-
late standard deviations:  STDEV.S  and  STDEV.P . The consistency arises because both func-
tions use the same naming pattern: the  name  of the function ( STDEV ) followed by a period 
and a  descriptor  (S or P) that identifies how you’re expected to use it: on a Sample or on a 
Population.  

 This new naming scheme applies principally to statistical functions, and to the reference 
distribution functions in particular. (The distinction between the cumulative distribution 
function (CDF) and the probability density function (PDF) continues to be handled by the 
function arguments.)  

 The descriptors that Microsoft will use in the new names for old functions are as follows:  

    ■   DIST—  This descriptor is attached to a function that returns a particular distribution 
such as the normal curve. It calls for the area under the curve to the  left  of the user-
supplied value (CDF); alternatively, it can return the height of the curve at that point 
(PDF).   

   ■   DIST.RT—  This descriptor calls for the area under a curve to the  right  of a user-supplied 
value.   

   ■   DIST.2T—  This descriptor returns the area under the curve to the right of one value and 
to the left of the complementary value (often its negative). That is, it returns the prob-
ability associated with a two-tailed test.   

   ■   INV—  This descriptor returns what Excel terms the  inverse  of the distribution. Students 
of elementary-to-intermediate statistics will probably think of this as the criterion value 
for a statistical test: for example, the value that Student’s t-statistic must exceed to be 
regarded as statistically significant at some level.   

   ■   S—  As discussed earlier, this descriptor returns a statistic for a sample of observations.   

   ■   P—  Also as noted earlier, this descriptor returns a statistic for a population of observa-
tions.    

 Of course, the changes to Excel’s function set go well beyond the calculation of standard 
deviations. There are changes to other statistical functions, a few of which include these:  

    ■    VAR  is now  VAR.S    

   ■    VARP  is now  VAR. P   

   ■    BETADIST  is now  BETA.DIST    

   ■    BETAINV  is now  BETA.INV       
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  How This Book Is Organized  
 You can look in the table of contents or the index of  Business Analysis with Microsoft Excel, 
Fourth Edition  whenever you encounter an unfamiliar or obscure situation and read about 
how to solve it with the analysis tools in Excel. To make it easier to find related situations, 
this book is divided into four parts:  

    ■   Part I, “Analyzing Financial Statements”—   This part discusses fundamental finan-
cial concepts and tools such as income statements, balance sheets, cash flow, and ratio 
analysis.   

   ■   Part II, “Financial Planning and Control”—   This part covers budgeting methods 
such as pro formas, forecasting trends, and quality-control procedures, including pro-
cess measurement and defect analysis.   

   ■   Part III, “Investment Decisions”—   You’ll find business case analysis and profit plan-
ning in this part. It covers strategies for structuring and testing business cases, as well 
as ways to quantify and manage the degree of risk involved in entering a new line of 
business. Also included is a chapter on fixed assets, which normally account for the 
greatest portion of a company’s capital investment.   

   ■   Part IV, “Sales and Marketing”—   Sales and marketing analysis, costing and pricing, 
and margin analysis are covered here. Since the publication of the original edition of 
this book, many businesses have placed their financial and operational records in true 
relational databases and in applications intended specifically for accounting. Therefore, 
this edition includes a chapter that explains the most effective ways to import data into 
Excel directly from databases, from accounting report files and from websites. Another 
chapter focuses on moving the data the opposite direction, from Excel into a database.    

 There’s also a glossary that briefly defines important terms.  

 As I mentioned earlier, it’s important that you be able to dip into this book to find particu-
lar topics and to use the information without necessarily reviewing everything that came 
before. Therefore, certain tips and recommendations on using Excel are (briefly) repeated 
from time to time. And in each chapter you will find full, step-by-step descriptions of how 
to accomplish a given task using Excel.   

  Two Special Skills: Named Ranges and Array Formulas  
 Have you ever had to interpret someone else’s worksheet? Or have you ever had to use a 
worksheet that you constructed months or perhaps years ago, and then been completely 
unable to figure out what you had in mind when you constructed it? You probably have 
and, if so, you know what a headache it can be.  

 The principal difficulty with many otherwise useful worksheets is that their authors don’t 
document them. Consider this worksheet formula:  

  =IF(AND(B12<30000,A12<5),C14*D14*.05,C14*D14*.075)   
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 It could take a couple of minutes to figure out what that formula is up to, even if you know 
the worksheet’s basic purpose. However, it would take you only a few seconds if the author 
had used this formula instead:  

  =IF(AND(YearToDateSales<30000,Tenure<5),Units*Price*LowCommission, 
  Units*Price*HighCommission)   

 It’s not too difficult to infer what this formula says:  

   If this person’s sales during this year are less than $30,000, and this person was hired 
fewer than five years ago, return the sales amount times the lower commission; other-
wise, return the sales amount times the higher commission.    

 To help make your work self-documenting, in many instances, you should give names to 
Excel worksheet cells, ranges, and constants. You can then use those names in your for-
mulas and functions so that you can see it’s multiplying sales dollars by a commission, not 
simply one relatively anonymous cell by another. Because you’ll find this approach taken 
throughout the book, it’s reviewed here.  

  Assigning Names  
 To name a  cell  or  range , begin by selecting it on the worksheet. Click the Ribbon’s Formulas 
tab and click the Define Name drop-down in the Defined Names group. Choose Define 
Name in the drop-down list and type the name you want to use in the Name box. You can 
also specify the name’s scope as sheet-level or book-level (see  Chapter   2   , “Balance Sheet: 
Current Assets,” for more information on that distinction.) If you’re using a version of 
Excel that precedes Excel 2007, choose Insert, Name, Define, and type the name you want 
to use in the Names in Workbook edit  box; then click OK.  

 Or use this quicker method: After you have selected the cell or range, click in the Name 
box (immediately above the column header for column A and left of the drop-down arrow), 
type the name, and press Enter.  

 To name a  constant  such as  LowCommission , click the Define Name dropdown (or choose 
Insert, Name, Define), and type the name of the constant in the Names in Workbook edit 
box. Then, in the Refers To edit box, type the value that you want to assign to the constant 
and click OK. (You can’t use the Name box to define a constant directly.)  

 A side benefit of using names instead of cell or range addresses is that you can paste names 
into formulas as you are creating them. After you have started typing a formula, click the 
Ribbon’s Formulas tab and select the Use in Formula drop-down from the Defined Names 
group. Then click the name you want in the drop-down list. (In earlier versions, you can 
choose Insert, Name, Paste and select the name you want to use from the Paste Name list 
box.) This approach saves you keystrokes and helps prevent misspellings. Also, you don’t 
have to recall existing names: They’re  right there in the list box.  
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 When you choose a name for a range or a constant, consider using both uppercase and 
lowercase letters: for example,  TotalLiabilities . Mixing uppercase and lowercase makes 
the name easier to read. (Compare to  totalliabilities .) You should probably avoid using 
all uppercase letters. Excel’s worksheet function names (for example,  SUM  and  AVERAGE ) use 
all uppercase letters, and you don’t want to define a name that could be confused with a 
 function.  

 Blank spaces and certain special characters, such as the percent symbol, aren’t allowed 
in names. Some people like to use an underscore in place of a space, preferring 
 Total_Liabilities  over  TotalLiabilities .   

  Using Array Formulas  
 Many of the formulas described in this book are a special type of Excel formula called an 
 array formula . An array formula contains an array of values or a reference to an array of 
worksheet cells, as shown here:  

  =SUM(IF(MOD(ROW(SheetRange),2)=0,SheetRange))   

 This sums the values in the worksheet range named  SheetRange  if they are in an even-
numbered row. The formula requires a special keyboard sequence to enter it correctly. On 
a computer running Windows, the sequence is Ctrl+Shift+Enter—that is, simultaneously 
hold down the Ctrl and Shift keys as you press Enter.  

 You can tell that Excel has interpreted your formula as an array formula if you see curly 
braces (sometimes termed  French braces ) around it in the formula bar. For example, the for-
mula shown previously appears in the formula bar like this:  

  {=SUM(IF(MOD(ROW(SheetRange),2)=0,SheetRange))}   

 Don’t type the braces yourself. If you do, Excel interprets the formula as text.  

 These are termed array formulas because they have within them arrays that you don’t usu-
ally see and that Excel doesn’t normally expect. For example, if expanded, the previous 
formula would show an array of the row numbers in  SheetRange . Excel doesn’t normally 
expect that you’ll present an  array  of values as conditions in an  IF  function (Excel normally 
expects a single value as an IF condition), so you signal that’s what you’ve done by using the 
Ctrl+Shift+Enter keyboard sequence.  

 You can explore the inner workings of array formulas by using the Evaluate Formula tool in 
Excel 2002 or later.. Click the Ribbon’s Formulas tab and choose Evaluate Formula in the 
Formula Auditing group. In earlier versions, begin by choosing Tools, Formula Auditing, 
Evaluate Formula.    
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  Conventions Used in This Book  
  Business Analysis with Microsoft Excel, Fourth Edition  uses a few typeface, terminology, and 
formatting conventions to emphasize special information:  

    ■   A sequence like this:  

   Ctrl+Enter  

   means that you should hold down the Ctrl key as you press Enter.   

   ■   When you should select a sequence of options from an Excel Ribbon group, you will 
see this:  

   Click the Data tab, then choose What-If Analysis, Goal Seek.  

   This means that you should first click the Ribbon’s Data tab, then the What-If Analysis 
dropdown, and then click on Goal Seek in the dropdown menu. The sequences for 
Excel 2003 and earlier, with no Ribbon, are analogous and are usually specified in the 
text.   

   ■   Data or formulas that you enter in an Excel worksheet cell are shown like this:  
  =SUM(CumulativeNetIncome)/ProductLife    

   ■   New terms, or information that needs special emphasis, are shown in  italic .   

   ■   Information about performing a task more efficiently or alternative ways to go about a 
task appear in tips. Tips are set apart from the main text like this:  

    To copy the selected cells, press Ctrl+C.    

T
IP

   ■   Information that is related to the current topic but that might not apply to it directly is 
shown like this:  

    There is one distinct IRR for each change in sign in a series of cash flows.         

N
O

T
E



  Chapter   3   , “Valuing Inventories for the Balance 
Sheet,” covered the topic of inventory valuation 
in detail. The various methods discussed there are 
needed to fill in the current assets section of the 
balance sheet. This chapter focuses on recording 
transactions in journals, cataloging transactions in 
ledgers, and summarizing the information in the 
balance sheet.  

 Following is the basic structure  of a balance sheet:  

    ■   The Assets section consists of the company’s 
current assets (typically including cash, 
accounts receivable, inventory, and prepaid 
expenses) and its fixed assets. This section also 
contains any other assets that do not fit neatly 
within the current and fixed classifications.   

   ■   The Liabilities and Owner’s Equity section 
consists of the company’s current and long-
term liabilities; it also includes the owner’s 
equity as described next. Typically, these 
include accounts payable, short- and tong-term 
notes payable, and a few other types of liabili-
ties that vary according to a company’s line of 
business.   

   ■   The difference between the company’s assets 
and its liabilities is the  equity —that portion of 
the company’s worth that belongs to its owner 
or owners.    

 The first three chapters of this book introduced 
some fundamental concepts, such as accounts, reve-
nues, assets, debits, and credits. They also discussed 
some of the functional relationships among these 
concepts.  

 Summarizing Transactions: 

From the Journals to the 

Balance Sheet      

 I N  T H I S  C H A P T E R  
  Understanding Journals        ............................... 97

  Excel Tables and Dynamic Range Names        ..... 104

  Understanding Ledgers        .............................. 110

  Getting a Current Liabilities Balance         ........... 121

  4 
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 This chapter introduces ways that you can use Excel to establish the structural relationships 
among accounts, journals, and ledgers. It describes how to manage the flow of information 
about revenue, expenses, and profit by using Excel workbooks, worksheets, and Visual Basic 
for Applications (VBA) code.    

  Why This Chapter Is Here  

 I dithered for some time before deciding to include this chapter in the current edition of this book. Since the time that 
I first wrote it, in the mid-1990s, accounting software for personal computers has become much more popular in the 
marketplace. The user interfaces have evolved from arcane and puzzling to smooth and friendly. The cost of the account-
ing software has plummeted, and in some cases the software is offered by publishers as a loss leader for more profitable 
products.  

 I had to ask myself, in that environment for business computing, if it made sense to retain this chapter. It talks about 
special journals and subsidiary ledgers and how transactions move through them to appear, in the aggregate, on income 
statements and balance sheets.  

 Unless you’re someone who wants to use Excel to maintain the accounting records of a small business, you have little 
need for that sort of information. For example, special journals are tools that make  manual  accounting easier. They help 
categorize transactions into useful groupings that enable the accounting process to roll up the debits and credits into 
the right ledgers and then into the proper accounts on the balance sheet and income statement.  

 But specialized accounting software has no need of structures such as special journals. Computers are intrinsically stupid, 
but they’re also fast and accurate. So accounting software for personal computers tends to dispense with manual tools 
such as special journals and even deemphasizes the three traditional ledger divisions (general, accounts receivable, and 
accounts payable). The results still exist, of course, but the process of moving from the individual transactions to the 
financial summaries has been streamlined to take advantage of the computer’s speed and accuracy.  

 So why would you care about what this chapter discusses? I spent quite some time thinking about how I could use my 
allotted page count talking about topics that are more interesting than the role of subsidiary ledgers in the manage-
ment of your business.  

 I finally decided to keep this chapter, albeit with some major changes from previous editions. I had three basic reasons 
for that decision:  

   People still talk about journals and ledgers, and the general journal certainly hasn’t gone away.   

  Perhaps you are building your own accounting application using Excel. I did—and I’d hate to think that I’m 
alone in the Excel universe.   

  The chapter’s topic provides an ideal context for introducing concepts and tools concerning VBA—tools that you 
can learn to apply in thousands of other situations.    

 If none of those reasons grabs you, for goodness sake move on. I think you’ll like  Chapter   5   , “Working Capital and Cash 
Flow Analysis.”    
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     Understanding Journals  
 The basic flow of information for business  transactions follows this sequence of events:   

   1.   A business transaction occurs—usually, a sale or a purchase.   

   2.   Information about the transaction  is recorded in a  journal . The journal usually records 
the information about the transactions in chronological order. For example, one record 
might contain data on a sale that took place on March 1, the second record might 
describe a purchase that was made on March 2, the third record might have data on a 
payment that was made on March 3, and so on.   

   3.   Information about the transactions is copied (or  posted ) from the journal to a  ledger . 
This ledger has a different section for each account, such as accounts receivable or 
notes payable. Within each section, information is usually recorded chronologically. 
The main difference between the journal and the ledger is that the ledger categorizes 
the information from the journal into specific accounts, whereas the journal records the 
information chronologically—transactions involving several different accounts would 
be adjacent if they occurred on the same date.   

   4.   Information in the ledger is summarized to obtain a total for each account at the end of 
an accounting period. These totals are used to prepare financial statements such as the 
income statement and the balance sheet.    

 See  Figure   4.1    for an example of a general journal.   

 Why qualify the term  journal  with the word  general ? Because   keeping only one journal and 
one ledger gets cumbersome. Notice in  Figure   4.1    that only three transactions are shown 
in the general journal. These transactions pertain to three relatively infrequent events: the 
return of some merchandise from a customer, the return of some inventory to a supplier, 
and the purchase of office equipment. All the remaining transactions during June are kept 
together in special journals.  

 Figure 4.1 
 Use the general journal 
as a catchall for transac-
tions that don’t belong in 
special journals.        

 If you had only one journal, the task of posting information from the journal to the ledger 
could become too time-consuming. Furthermore, using only one journal makes finding 
information about a specific sale or payment more tedious, even if you use Excel’s lookup 
functions. However, computer applications whose sole purpose is accounting largely do 
away with this problem, and with special journals as well.  
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  Understanding Special Journals  
 Companies sometimes use  special journals , which are places to record information about par-
ticular types of transactions. The most frequently   occurring transactions tend to be sales to 
customers and payments to creditors. Also, many companies do business with their custom-
ers and suppliers on both a cash basis and a credit basis. These frequent transactions create 
the need for four special journals—two for payments and two for receipts, two for cash and 
two for credit:  

    ■   A  cash receipts journal  contains information about  payments that you receive from cus-
tomers. These payments could take the form of currency, such as when a customer 
hands you $20 to purchase an item, or a check, such as when you receive payment for 
an earlier credit purchase. It might also contain information about other cash receipts, 
such as capital investments in the company.   

   ■   A  cash payments journal  contains information about   payments that you make to creditors 
and suppliers. Normally, these payments are checks that you write, but they could also 
be payments made using currency. This journal also contains information about operat-
ing expenses that you pay in cash, such as salaries or office rent.   

   ■   A  sales journal  contains information about credit sales that you make. Together with 
sales information in the cash receipts  journal, the sales journal accounts for all sales that 
your business makes.   

   ■   A  purchases journal  contains information about credit purchases that you make from 
your suppliers. Together with    cash purchase information in the cash payments journal, 
the purchases journal accounts for all purchases that your business makes from 
suppliers.    

 Various other types of transactions exist that aren’t recorded in these special journals—they 
are recorded in the general journal, which acts as a catchall for miscellaneous transactions.  

 Your own business might have a category of transactions that occur frequently but do not fit 
well into these four special journals. If you’re going to use special journals at all, you should 
choose the ones that make sense for your line of business; any structure that has special 
journals for the most frequently occurring types of transactions will do.  

 For example, suppose that you run a car rental agency. You probably don’t purchase cars 
from suppliers very often, but you might regularly send your cars to garages and body shops 
for maintenance. In that case, you might use a special repairs and maintenance journal 
instead of a special purchases journal.   

  Structuring the Special Sales Journal  
 The structure of your special journals    depends on the journal’s purpose and the information 
you intend to keep in it.  Figure   4.2    shows an example of a special sales journal.  
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 Notice these key elements of the sales journal:  

    ■   Each account has a different customer name (for example, Fred Howell, Ellen Jackson, 
and so on). These accounts are summarized in the accounts receivable ledger so that 
Bell Books can keep track of whether a customer owes money on an account (and, if 
so, how much).See the “   Creating Subsidiary Ledgers   ” section later in this chapter for 
more information on the accounts receivables ledger.   

   ■   Each customer account in the sales journal is an individual account receivable—an asset 
account—therefore, the transaction amount is recorded in the sales journal as a debit. 
(Recall that asset accounts and expense accounts record increases as debits.)   

   ■   A sales journal usually contains several transactions, and a particular customer often 
shows up more than once. For example,  Figure   4.2    shows that Fred Howell has made 
two purchases during June. But the journal itself does not summarize his account. 
Customer account summaries are found in the accounts receivable ledger.   

   ■   Unlike the general journal shown in  Figure   4.1   , the special sales journal has no column 
titled Credit. The reason is that the offsetting credit amounts are accumulated in the 
general ledger’s sales account.   

   ■   The check marks in Column D, shown in  Figure   4.2   , indicate that a particular transac-
tion has been posted from the sales journal to the sales account in the general ledger.      

  Finding and Using Special Symbols  

 You can show a variety of special characters in Excel by choosing a particular font. These characters can represent the 
entire cell entry or only a portion of the entry. For example, to    show the check marks in  Figure   4.2   , the cells were format-
ted using the Wingdings font. When a cell is formatted with this font, entering the formula  =CHAR(252)  causes Excel 
to display a check mark.  

 To find a particular symbol, you can enter a numeric series from 0 to 255 in, say, cells A1:A256 of a worksheet. To do so, 
click the Home tab, select Fill from the Editing group, and click Series.. In versions prior to Excel 2007, use Edit, Fill, Series.  

 With the numbers 0 through 255 in column A, enter this formula in cell B1:  
  =CHAR(A1)   

 

 Figure 4.2 
 The special sales journal for Bell Books records 
credit purchases by its customers.         
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 Then copy and paste from B1 into the range B2:B256. Select B1:B256, click the Home tab, and select Symbol from the 
Font drop-down box in the Font group. In versions prior to Excel 2007, choose Format, Cells.  

 Then, using the Font tab, assign the range a font such as Symbol. Look through the B1:B256 range to see whether it 
contains the symbol you want. When you find it, use the combination of the value, the  CHAR  function, and the font to 
display the symbol. You can assign different fonts to different characters in a text entry by highlighting the character in 
the formula box and continuing exactly as you would to format a full cell.  

 Another approach is to click the Ribbon’s Insert tab and select Symbol from the Text menu. Select a font, such as 
Wingdings, and scroll down until you find the symbol you’re looking for. Click it and then click Insert. If you’re using Excel 
2002 or 2003, start by choosing Symbol from the Insert menu.  

 Your choice of method is just a matter of personal preference. Therefore, choose the one that makes it easier for you to 
find a given symbol.    

  Structuring the Special Purchases Journal  
 The purpose of the special purchases journal differs    from that of the special sales journal, 
and it’s structured a little differently.  Figure   4.3    shows Bell Books’ special purchases journal.   

 Figure 4.3 
 The special purchases 
journal for Bell Books 
records credit purchases 
from its suppliers.        

 For tracking purposes, the sales journal uses the invoice  number  in column C. In contrast, 
the purchases journal uses the  date  of the supplier’s invoice; this helps Bell Books track the 
length of time a payable invoice has been outstanding. Of course, if you want, you can also 
show the supplier’s invoice number in the purchases journal. Doing so will help you keep 
your records straight if you have a supplier who might send you more than one invoice with 
the same date.  

 Another difference between the sales and purchases journals is that the purchases journal 
shows the amount of the purchase as a credit, whereas the sales journal shows the amount 
of a sale as a debit. The purchases are posted to accounts payable, a liability account that 
records the company’s noncash purchases, so an increase in its balance is recorded as a 
credit. The sales are posted to accounts receivable, an asset account that records the com-
pany’s noncash sales, so balance increases are recorded as debits.  

 Again, there is no debit column in the purchases journal because all entries in this journal 
are noncash purchases. The offsetting debit entry is found in the accounts payable ledger.   
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  Structuring the Cash Receipts Journal  
 The two special journals named  Sales  and  Purchases  account for all of Bell Books’ noncash 
transactions. It’s still necessary to account for the    cash receipt and cash payment transac-
tions.  Figure   4.4    shows the special cash receipts journal.   

 Figure 4.4 
 Normally, a cash account 
is debited for cash pay-
ments.        

 The structure of the cash receipts journal is quite different from the structure of the sales 
and purchases journals. As explained previously, all transactions entered in the sales journal 
are credit transactions that are posted to one ledger account: the sales account. Similarly, all 
transactions in the purchases journal, also credit transactions, are posted to the purchases 
ledger account. However, you might want to post cash transactions, both receipts and pay-
ments, to one of several accounts. The structure of the cash receipts and cash payments 
journals builds in the additional flexibility required.  

 Usually, a transaction in the cash receipts journal is posted to the cash ledger account. The 
total ($84,794.10) of all the individual transactions that appears in column C of  Figure   4.4    
is posted to the cash account in the general ledger. For example, the owner of Bell Books 
invests an additional $52,000 in the company on June 1 (see cell C5 of  Figure   4.4   ). This 
investment comes in the form of cash and, consequently, is posted—as part of the total 
cash receipts in column C—as a debit here. It also appears as a debit in the general ledger’s 
cash account. (See  the “   Creating the General Ledger   ” section later in this chapter for more 
information about the general ledger.)  

 Notice that on June 12, Bell Books sold the third floor of its building to another company 
for $24,000. (It’s a small building.) Bell Books received $18,000 of the $24,000 in cash and 
accepted a note receivable from the buyer for the remaining $6,000. (See cells C9 and E9 
of  Figure   4.4   .) The $6,000  could  have been entered in the general journal instead of in the 
cash receipts journal; however, it’s convenient to keep the two portions of the transaction 
together so that you can see the entire transaction in one place.  

 This transaction illustrates the purpose of the columns titled Other Accounts, shown in col-
umns D and E of the worksheet in  Figure   4.4   . Column D contains the name of the ledger 



4

Chapter 4              Summarizing Transactions: From the Journals to the Balance Sheet102

account where the transaction will be posted, and column E contains the debit amount that 
will be posted there.  

 The amounts in the Debits section of the cash receipts journal are posted to the general 
ledger as follows:  

    ■   The  total  of the receipts in column C, $84,794.10, is shown in cell C15 of  Figure   4.4   . 
It is posted as one total value to the general ledger’s cash account. (Again, see the 
“   Creating the General Ledger   ” section later in this chapter for more information about 
the general ledger.)   

   ■   The  individual amounts  of any receipts in column E are posted in the general ledger to 
the accounts that are named in column D. In  Figure   4.4   , that’s just one account: notes 
receivable (abbreviated in the figure as Notes Rcvble).    

  Figure   4.4    also shows the Credits section of the cash receipts journal, which has a structure 
similar to its Debits section. Two main ledger accounts are credited when transactions are 
posted from the cash receipts journal: accounts receivable (column I) and sales (column J).  

 For example, Bell Books received a check on June 8 from Fred Howell as payment for an 
invoice dated June 3. The transaction is shown in row 8 of the cash receipts journal, in 
 Figure   4.4   , as follows:   

   1.   An entry for the amount of the check is made in cell C8, indicating that the general 
ledger account  Cash  is to be debited by $326.67.   

   2.   An entry showing the account that is to be credited is made in cell G8: Fred Howell’s 
account will be credited by $326.67. That’s an account receivable, thus an asset, so a 
reduction in its balance due to a payment is recorded as a credit in the next step.   

   3.   An entry showing the amount of the check is made in cell I8, indicating that the ledger 
account named  Accounts Receivable  is to be credited by $326.67.   

   4.   When the amount of $326.67 is actually posted to accounts receivable, a check mark is 
entered in cell H8 to indicate that the posting has been made.    

 The posting of $326.67 as a debit to  Cash  and as a credit to accounts receivable shows that 
the amount is moved  into   Cash   from  accounts receivable at the point that the payment is 
received.  

  Entering Sales in Cash and Sales Ledgers  
 As another example, when a customer  pays $76.68 by check on June 6 (see row 6 in  Figure 
  4.4   ), that amount is entered into cell C6 to show that the  account named  Cash  is to be 
debited by $76.68. The same figure is entered into cell J6 to show that the account named 
 Sales  is to be credited by $76.68.  

 The reason for entering the sale amount of $76.68 in both the cash and the sales ledger 
accounts is due to a concept that this book has assumed but not yet made explicit:  double-
entry  accounting. Every business transaction must be entered as both a debit and a credit, 
and the debits and credits must be made in different accounts. The double-entry method 
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has various benefits, one of which is that the sum of all debit entries in the ledger should 
equal the sum of all credit entries. If the two sums are not equal, you know that the busi-
ness’s accounts are  not in balance and an error has been made somewhere.  

 For example, consider the transaction shown in row 13 of  Figure   4.4   . On June 29, Bell 
Books took out a bank loan for $13,000. In exchange for the loan papers, the bank wrote 
a check to Bell Books for $13,000, and the company deposited it in a checking account. 
Therefore, Bell Books’ cash assets have increased by $13,000. But the company has not 
suddenly become $13,000 richer by depositing a check; eventually, it will need to repay the 
loan. Therefore, the company’s liabilities have also increased by $13,000, which is docu-
mented by increasing the account named  Notes Payable  by $13,000.  

 The net effect, of course, is that the company’s worth remains the same because loans aren’t 
profits. In contrast, when Bell Books sells a book to a customer for cash, four events occur:   

   1.   Its cash account (an asset account) is debited.   

   2.   Its sales account (a revenue account) is credited.   

   3.   Its inventory account (an asset account) is eventually credited.   

   4.   Its cost of goods sold account (a revenue account) is eventually debited.    

 If the amount involved in 1 and 2 is greater than the amount involved in 3 and 4, the com-
pany makes a profit. Buy low and sell high.  

 Finally, notice that column H, in the Credits section of the cash receipts journal, indicates 
with a check mark whether a receipt of funds has been posted. The only entries in this jour-
nal that are ever marked as posted are payments to accounts receivable. The reason is that 
accounts receivable maintains detailed information about specific accounts (for example, 
Fred Howell’s account, Ellen Jackson’s account, and so on). Therefore, when it receives 
funds for a specific customer account, Bell Books posts the amount to that account.  

 In contrast, the company can post a total amount for cash sales to the general ledger’s sales 
account. In that account, there’s no particular reason to maintain information about who 
bought an item from Bell Books for cash.  

    Of course, there are plenty of marketing, regulatory, and legal reasons to collect and track that sort of 
cash transaction data. A nonprofit, for example, must record individual cash donations to support its 
donors’ tax deductions. But there is no particular reason having solely to do with financial accounting 
that would cause you to record the name of the kid who just bought a skate key from your five-and-
dime. (Especially because five-and-dimes aren’t around any longer to sell the skate keys that aren’t 
being made.)     

N
O

T
E

  Structuring the Cash Payments Journal  
 The sales journal and the purchases    journal collect information about noncash transac-
tions, and the cash receipts journal collects information about cash paid to the company. 
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Unfortunately, the company must also pay out cash, and those payments are recorded in the 
cash payments journal, shown in  Figure   4.5   .   

 The overall structure of this journal is the same as that of the cash receipts journal, with 
one major difference: The Credits section is shown to the left of the Debits section, instead 
of to the right. Normally, debits are shown to the left of credits, but in a special journal, 
you can put the columns in any sequence.  

 It’s more convenient to show the Credits section to the left of the Debits section in the 
cash payments journal because it places the Cash column on the left side of the worksheet, 
where it’s more easily accessible. The accessibility is important because, in cash transaction 
journals, every transaction contains a cash entry.  

 Notice in  Figure   4.5    that the specific ledger accounts in columns J and K are accounts pay-
able and purchases, respectively. The reason is that they are the accounts most frequently 
debited when your company makes a cash payment. Typically, you use other accounts, such 
as salaries and telephone expenses, only once a month when checks are written to employ-
ees and to the phone company. Again, the way your company does business should deter-
mine which accounts you show as columns in the cash payments journal and which ones 
you show as line items in the Other Accounts column, such as column L  in  Figure   4.5   .    

  Excel Tables and Dynamic Range Names  
 Before continuing with the topics of journals and ledgers, it’s useful to take a detour into 
the topics of Excel tables and named ranges. The reason is that tables and ranges can help 
you manage your journals and ledgers   (and other data groupings).  

 Prior to the 2007 version, Excel used what were called  lists . A list is not a formal structure 
such as a pivot table or an embedded chart. It is a way of organizing data that conforms to 
certain Excel requirements. A list is a rectangular grouping of adjacent cells, with different 
records (for example, people, accounts, or transactions) in different rows, and with different 
fields (for example, person’s first name, account balance, or transaction date) in different 
columns. The name of each field is in the list’s first row.  

 Figure 4.5 
 Normally, the cash 
account is credited for 
cash payments.        
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 There was never an Excel command to insert or build or convert or name a list. However, 
certain tasks such as building pivot tables and using the built-in Data Form required that 
basic data layout, and they still do.  

 Excel 2007 made a formal object of the informal list and called it a  table . This creates some 
confusion with other, different structures such as pivot tables and data tables (the latter are 
used in so-called “What-If Analysis”), and Microsoft documentation repeatedly warns the 
reader about that sort of misunderstanding.  

 Tables in Excel 2007 and 2010 have some capabilities that lists do not:  

    ■   They have formal names: by default,  Table1 ,  Table2 , and so on. You can change the 
default name if you want.   

   ■   Their number of rows and columns automatically grows as you add data adjacent to the 
rightmost column or bottommost row.   

   ■   They have optional total rows, shown at the bottom of the table, that show column sta-
tistics such as Sum or Count.   

   ■   Their columns can behave like range names.    

 For example, if the range A1:E6 in  Figure   4.3    were an Excel table named  Table1 , you could 
use this formula  

  =SUM(Table1[Credit])   

 to get the total of the values in cells E2:E6. If the formula is in a cell that is part of the 
table, you don’t need to use the table name as a qualifier. That is, again in  Figure   4.3   , this 
formula would work in a cell in or adjacent to a table in A1:E6:  

  =SUM([Credit])   

 If you have a range of data laid out like the data in  Figure   4.3   , you can convert it to a table 
in Excel 2007 or 2010. Just select a cell in the range, click the Ribbon’s Insert tab, and click 
Table in the Tables group.  

 Having done so, you can show the total of the credits in the purchases journal using  

  =SUM(Table1[Credit])   

 or, if you’ve renamed the table, using something like this:  

  =SUM(PurchaseJournal[Credit])   

 Notice that the formula works much like using the  SUM  function with a named range. If the 
range E2:E6 in  Figure   4.3    were named  CreditAmounts , you could get the total of those cells 
with either this:  

  =SUM(E2:E6)   

 or this:  

  =SUM(CreditAmounts)   
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 The basic structure of  =SUM(CreditAmounts)  is similar to the function as applied to a col-
umn in a table:  =SUM(Table1[Credit]) . But if a range name refers directly and specifically 
to, say, E2:E6, problems can arise. Those are discussed next.  

  Building Dynamic Range Names  
 Each of the first three chapters of this book discussed range names. You have seen how to 
specify a particular range of cells using a name that you provide:  Inventory_Product_Code , 
for example. Those range names were static. The name always refers to the same set of cells 
unless you change the address that the name refers to.  

 Using static range names has   several advantages but also some drawbacks. Suppose that you 
have five values in the range A1:A5. These values represent your company’s revenues for 
the first five months of the year, and you have given the range A1:A5 the name  Revenues . 
Elsewhere on the worksheet, you use the formula  =SUM(Revenues)  to display your total year-
to-date revenues.  

 At the end of June, you enter June’s revenue figure in cell A6. Now, to get the correct result 
for  =SUM(Revenues) , you need to click the Formulas tab and select Name Manager in the 
Defined Names group, and include A6   in the  Revenues  range (prior to Excel 2007, use 
Insert, Name, Define).  

 That’s a headache you don’t need every month—actually, the real headache is remembering 
to do it.  

  Using the OFFSET Function in Dynamic Range Names  
 What you need is a way to make the name  Revenues  respond by expanding its own address 
when you add new values: You   need a  dynamic  range name, not a static one. You can create a 
dynamic range name by using Excel’s  OFFSET  function. When you define a name, you’re not 
required to enter a specific worksheet address in the Refers To box. You can enter a value or 
a formula. For example, you could use this formula:  

  =OFFSET($A$1,0,0,COUNT($A:$A),1)   

 This formula illustrates the  OFFSET  function. It returns a reference to a range of cells and 
contains these arguments:  

    ■   An anchor cell (or range of cells)—   In the example, it’s one cell: $A$1. The anchor 
cell informs  OFFSET  which cell to use as its basis.   

   ■   A Rows argument—   In the example, this is the first zero. The reference that  OFFSET  
returns is shifted (or  offset ) that number of rows from the anchor cell. In this case, the 
reference is shifted from $A$1 by zero rows.   

   ■   A Columns argument—   In the example, this is the second zero.  OFFSET  shifts the refer-
ence by that number of columns from $A$1. Again, this example shifts the reference by 
zero columns. So far, the  OFFSET  function is just returning a reference to its own anchor 
cell, $A$1.   
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   ■   A Height argument—   In this example, this is  COUNT($A:$A) . Using the  COUNT  function 
informs  OFFSET  of how many numeric values exist in a range of cells, which is column A 
in this example. This is the heart of the dynamic range definition. When the number of 
numeric values in column A changes, it causes  COUNT  to recalculate. In turn, the  OFFSET  
function recalculates and returns a reference with a different number of rows.   

   ■   A Width argument—   In this example, this is the number  1 . It defines the number of 
columns in the range that  OFFSET  returns.    

    Use  COUNTA  instead of  COUNT  if your range could legitimately contain text values, not just numbers.   

T
IP

 So this formula returns a reference that depends on the number of numeric values in col-
umn A:  

  =OFFSET($A$1,0,0,COUNT($A:$A),1)   

 Suppose that column A contains six numbers. The formula returns a reference that is offset 
from $A$1 by zero rows and zero columns. The reference is six rows high and one column 
wide. So it returns the reference A1:A6.  

 As soon as a seventh number is entered in column A, the  COUNT  and  OFFSET  functions com-
bine to make the reference one row larger. The reference would then be A1:A7. The name 
 Revenues , defined in this way, is not a static range name, but a dynamic one.  

 The dynamic range name isn’t subject to the drawback to static range names mentioned 
at the beginning of this section. You no longer need to manually redefine the name 
 Revenues  when a new revenue figure is included with the existing values. Your formula 
 =SUM(Revenues)  automatically recalculates and returns the sum of all the values in the 
 Revenues  range.  

    Unfortunately, the dynamic range name comes with a drawback of its own. A value that’s uninten-
tionally added to the column causes the range to become larger. Continuing the  Revenues  example, 
suppose that you inadvertently entered a numeric value such as a date in column A. The  COUNT
function (and, therefore, the  OFFSET  function that includes the  COUNT ) would respond to the date’s 
presence even if it were all the way down in cell A1048576. The  Revenues  range would contain one 
more row than the number of revenue values.  

 In this particular example, that might not make much difference. But there are plenty of other situa-
tions in which you’d wind up with a serious error.   

C A U T I O N

 One further point: You must keep formulas that refer to the dynamic range outside of 
that range. Suppose that you put your  =SUM(Revenues)  formula in column A. The formula 
gets counted as one of the values that define the extent of the range, which means that the 
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 Revenues  range in the  SUM  function is helping to define itself. That’s a circular reference 
error, and Excel won’t let you get away with it unscathed—at the very least, you’ll need to 
resolve an error message.    

  Using Dynamic Range Names in the Journals  
 The sales and the purchases journals use several dynamic range names. Each range name 
is sheet level. For example, there   is a range named  ‘Purchases Journal’!Amount  and one 
named  ‘Sales Journal’!Amount . Each journal has these names and definitions:  

    ■    TransactionDate —In the case of the sales journal, this range refers to the following:  
  =OFFSET(‘Sales Journal’!$A$1,1,0,COUNT(‘Sales Journal’!$A:$A),1)    

   ■    Account —It’s useful and convenient to make this name, as well as the names  Posted  and 
 Amount , dependent on the size of the  TransactionDate  range. On the  Sales  worksheet, 
the name  Account  is defined as follows:  
  =OFFSET(‘Sales Journal’!TransactionDate,0,1)   

   The reference it returns is offset from  TransactionDate  by zero rows and one column. 
When you do not supply a  Height  or a  Width  argument for the  OFFSET  function, as in 
this example, it defaults to the  Height  and  Width  of the anchor argument. In this case, 
that corresponds to the  TransactionDate  range, so the  Account  reference has as many 
rows and columns as the  TransactionDate .   

   ■    Posted —This name is defined as follows:  
  =OFFSET(‘Sales Journal’!TransactionDate,0,3)   

 It is offset from  TransactionDate  by zero rows and three columns.   

   ■    SJDebitsCash —The definition is as follows:  

  =OFFSET(‘Sales Journal’!TransactionDate,0,4)     

 The name  SJDebitsCash  uses a naming convention for the journals in the  Financial 
Reports.xlsm  workbook: the initials of the sheet name (here,  SJ  for sales journal), followed 
by either  Debits  or  Credits , followed by the name of the account that has been debited or 
credited. The corresponding name in the purchases journal is  PJCreditsCash .  

 The names  TransactionDate ,  Amount , and  Posted  on the purchases journal use the sheet 
named  ‘Purchases Journal’  instead of  ‘Sales Journal’  before the exclamation point in 
the  OFFSET  function, but they are defined identically otherwise.   

  Choosing Between Tables and Dynamic Range Names  
 Both tables and dynamic range names have one particularly valuable advantage over static 
range names in Excel: They automatically   redefine their size when you add new data. That 
means that if there’s another part of the workbook—a chart, for example, or even just a for-
mula—that takes its data from the named range or table, it will automatically update when 
the table updates or when the range is redefined.  
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 So, how do you decide whether to use a dynamic range name or a table? It’s largely a matter 
of personal preference, and my own is to use dynamic range names. But there’s no reason 
that you should follow my personal preference. Instead, consider the following drawbacks.  

 If you have more than one column in a table, you need to specify both the table name and 
the column header that you want to use. For example:  

  =SUM(SalesJournal[Debits])   

 whereas if  Debits  were a dynamic range name, you could use this:  

  =SUM(Debits)   

 It’s marginally easier for me to remember the name of a range than to remember the name 
of a table  and  the field header.  

 Furthermore, if I use the name of a table in the definition of a charted data series, 
Excel converts the table name to a worksheet reference. Thus, 
 =SERIES(,,Sheet1!Table3[Credits],1)  would get changed to something like 
 =SERIES(,,Sheet1!$D$2:$D$20,1) .  

 However, if you subsequently add data to the table, the charted series definition is updated 
to show the new data. For example,  =SERIES(,,Sheet1!$D$2:$D$20,1)  might automatically 
become something like  =SERIES(,,Sheet1!$D$2:$D$25,1) .  

 Dynamic range names have drawbacks, too. A dynamic range name determines the number 
of rows in the range by using  COUNT  or  COUNTA  to get the number of values already present, 
usually in a column. Therefore, if you have extraneous values in the column, say in A100 
when the range you’re interested in occupies A1:A20, the  COUNT  function can easily return 
one value too many and make the range one row too big.  

 The other side of that problem is missing values. If you have values in A1:A20 except for 
one empty cell in, say, A11, the count will be too small by one, and so will the range. This 
is one reason that I define names such as  Debits  as offsets from a transaction date range. 
There will be a transaction date for each transaction, but not necessarily a value in the 
Debits column for each transaction.  

 Using tables avoids both these problems at the cost of having to qualify the table’s column 
name by the name of the table itself, and of losing the table name in a chart series 
definition.    

    If you use a dynamic range name as the source for a data series in an Excel chart, use its name 
qualified either by the name of the range’s home sheet or by the name of the workbook: That is, 
if Credits  is a dynamic range name, use  =SERIES(,,Sheet1!Credits,1)  or 
=SERIES(,,Book1.xlsx!Credits,1)  rather than  =SERIES(,,Credits,1) . You’ll need 
the qualified name even if the chart is embedded in a worksheet that constitutes the name’s scope.   

T
IP
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  Understanding Ledgers  
 Just as you can choose which special journals to maintain for your business, you can choose 
which ledgers to maintain. If you kept only one ledger with detailed information about all 
accounts, it would lose some of its value  as a summary document.  

 Therefore, it’s normal to establish some  subsidiary ledgers  that   contain detailed information 
from the journals. You can then keep information about specific sales and specific purchases 
in the subsidiary ledgers, and you can transfer their summary totals to a general ledger. 
Because of the frequency of transactions involving sales and purchases, many businesses 
keep information about these transactions in an accounts receivable subsidiary ledger and 
an accounts payable subsidiary ledger.  

  Creating the General Ledger  
 By keeping detailed information from the   journals in these subsidiary ledgers, it’s easier to 
check the status of your individual accounts with both creditors and customers. At the same 
time, you can keep the general ledger from becoming cluttered with detailed information 
about individual customers who owe you money, and about individual creditors who expect 
to be paid. See  Figure   4.6   , which displays a general ledger’s asset and liability accounts.   

 Figure 4.6 
 The general ledger should 
show the account, date, 
and journal reference for 
each debit and credit.        

 Every dollar entry in this ledger refers directly to either an entry in a journal or a total of 
the transactions in a journal. For example, the formula in cell D8 is as follows:  

  =’Cash Receipts Journal’!$E$9   

  Figure   4.4    shows the cash receipts journal. Notice that the value of $6,000 in cell D8 of the 
general ledger in  Figure   4.6    is the single entry in the cash receipts journal that represents 
the note accepted by Bell Books in partial payment for the third floor of its building. In 
contrast, the formula in cell D4 of  Figure   4.6    is as follows:  

  =SUM(‘Cash Receipts Journal’!CRJDebitsCash)   
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 Here, the name  CRJDebitsCash  is a dynamic range name that refers to this:  

  =OFFSET(‘Cash Receipts Journal’!TransactionDate,0,2)   

 This dynamic range does not include the sum in cell C15 in  Figure   4.4   . That’s because the 
range is based on TransactionDate, which extends only through A13. OFFSET’s optional 
Rows argument is not supplied, so the row count is taken from TransactionDate.  

 This example illustrates how a ledger entry summarizes all the transactions in a given cat-
egory that appear individually in a journal.  

 So debits to the general ledger’s cash account are based on the cash receipts journal. In 
contrast, credits to the general ledger’s cash account are based on the cash payments jour-
nal.  Figure   4.5    shows the cash payments journal, and column D contains the cash payments 
made during the month, totaling $11,419.30 (cell D15). The outflow of cash is represented 
in the general ledger by credits to the cash account. The formula in cell E5 of  Figure   4.6    is 
as follows:  

  =SUM(‘Cash Payments Journal’!CPJCreditsCash)   

 Here, the name  CPJCreditsCash  is a dynamic range name scoped to the  Cash Payments 
Journal  worksheet that refers to this:  

  =OFFSET(‘Cash Payments Journal’!TransactionDate,0,3)   

 Consider the accounts receivable classification in  Figure   4.6   . It contains three amounts: 
 $42.00 ,  $2,411.10 , and  $1,505.10 . The  $42.00  value represents the return of merchandise 
from a customer and is taken from the general journal.  

 This formula returns the  $2,411.10  value:  

  =SUM(‘Sales Journal’!SJDebitsCash)   

 The value is the sum of all sales in the sales journal, which by definition are noncash trans-
actions. A range in the sales journal is named  SJDebitsCash  and refers to cells E2:E8 of 
that worksheet, shown in  Figure   4.2   . The range contains noncash sales that are recorded as 
debits to accounts receivable. (The dynamic range name  SJDebitsCash  was discussed in this 
chapter’s section on dynamic range names in journals.)  

 This formula returns the  $1,505.10  value in cell E13 of  Figure   4.6   :  

  =SUM(‘Cash Receipts Journal’!CRJCreditsAR)   

 This refers to the total of the credits in accounts receivable, from the Credits section of the 
cash receipts journal (see  Figure   4.4   ).  

 In this way, the activity in the accounts receivable account is summarized for the month. 
New credit sales are totaled in cell D12, and receipts for credit sales are totaled in cell E13, 
both in the general ledger. You might find it useful to open the  Financial Reports.xlsm  
file and view each of its entries to determine its source in the journals. If you do, you will 
find that every value for June in the general ledger refers (either directly, or indirectly via 
the  SUM  function) to an entry in a journal.  

  Figure   4.7    shows the Revenue and Expense section of the general ledger.  
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  The entries in the general ledger’s Revenue and Expense section follow the pattern estab-
lished in its Assets and Liabilities section. That is, each entry comes from a journal and is 
either a specific journal entry or the total of several journal entries that belong to the same 
account.  

 The values in cells D60 and E60 of  Figure   4.7   ,  $210,698.10 , show that the accounts are in 
balance. As noted previously, the double-entry method is meant to ensure that the total of 
the debits for a given period equals the total of the credits for the same period. Each trans-
action is a debit to one account and a credit to another.  

 Cells D60 and E60 total the debit and credit account balances in the general ledger. They 
are equal, which is evidence that the accounts are in balance. However, just because the two 
totals are equal doesn’t necessarily mean that all entries are accurate. For example, compen-
sating errors might exist. But if the two amounts were unequal, it would demonstrate that at 
least one error existed somewhere.   

  Creating Subsidiary Ledgers  
 Bell Books uses two subsidiary ledgers: accounts   receivable and accounts payable. The pur-
pose of these ledgers is to keep tabs on accounts that customers have with Bell Books and 
that Bell Books has with its suppliers.  Figure   4.8    shows the accounts receivable ledger.   

 Neither the accounts receivable ledger nor the accounts payable ledger links to the general 
ledger. Each subsidiary ledger repeats some of the information in the general ledger; spe-
cifically, the accounts receivable ledger provides details about the individual accounts for 
Bell Books’ credit customers.  

 Figure 4.7 
 All general ledger entries 
should be linked to the 
general journal or special 
journal transactions.        
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 Two worksheet buttons appear on the accounts receivable ledger. One is labeled Post from 
Sales Journal. That button contains VBA code that posts information about noncash sales 
from the sales journal to the accounts receivable ledger. Clicking the button causes the VBA 
code to run. The button labeled Post from Cash Receipts Journal also contains associated 
VBA code that posts information from the cash receipts journal to the accounts receivable 
ledger. The cash receipts represent payments for credit sales that were recorded in the sales 
journal.  

 The accounts receivable ledger also contains a pivot table that provides the current balance 
for each of the accounts receivable.  

 In  Figure   4.8   , cell D9 contains the value  $326.67 . That value represents the payment 
received from Fred Howell on June 8 that was entered into the cash receipts journal (refer 
to cell I8 of  Figure   4.4   ). The value  $326.67  is transferred to the general ledger (refer to cell 
E13 of  Figure   4.6   ) as part of the total of the credits to accounts receivable from the cash 
receipts journal.  

 This example illustrates that amounts posted to subsidiary ledgers must be included in 
two ledgers: both the subsidiary ledger and the general ledger. Doing so ensures that the 
account’s amount, as shown in the general ledger, equals the amount shown in the subsid-
iary ledger.   

  Automating the Posting Process  
 You can put buttons in various places in    an Excel workbook; for example, you can put 
buttons on worksheets and user forms such as dialog boxes. By associating the button 
with VBA code, you can cause Excel to take the actions you want it to when the button is 
clicked. Here’s how to create a button on a worksheet using Excel 2007 or Excel 2010:   

   1.   Click the Developer tab and then click Insert in the Controls group.  

 Figure 4.8 
 The accounts receiv-
able ledger helps track 
the status of individual 
accounts.        

    If you don’t see the Developer tab, establish it by clicking the File tab, choosing Excel Options, and click-
ing Customize Ribbon.    T

IP
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   2.   Click the Command Button icon in the ActiveX Controls section. Move the mouse 
pointer over the worksheet.   

   3.   Holding down the left mouse button, drag across and down on the worksheet to indi-
cate where you want the button to appear. Then release the mouse button.   

   4.   The Command button is established on the worksheet. Right-click the Command but-
ton to invoke a shortcut menu. One of its items is View Code. When you are ready to 
provide the VBA code that is to run when the button is clicked, select the View Code 
item.   

   5.   The button has a default label,  CommandButton1  if it’s the first Command button on the 
worksheet. You can change the label in various ways, including this one: Right-click the 
button and select CommandButton Object, Edit from the shortcut menu. When you 
move your mouse pointer over the button’s label, the pointer changes to an I-bar. Hold 
down the left mouse button and drag across the label to highlight it. Then type what-
ever text you want to appear on the button.   

   6.   Deselect the button by clicking any worksheet cell.    

 The Post from Sales Journal button shown in  Figure   4.8    is linked to the VBA procedure 
named  PostFromSalesToAR  in  Listing   4.1   , which actually  performs the posting.  

  Listing 4.1      VBA Procedure PostFromSalesToAR  

 Option Explicit
  Option Base 1
  
  Sub PostFromSalesToAR()
  Dim SalesDate As Range, Acct As Range, Posted As Range, SalesAmount As Range
  Dim ThisTransaction As Integer, NextEntryRow As Long
  
  
  With Sheets(“Sales Journal”)
     .Activate
     Set SalesDate = .Range(“TransactionDate”)
     Set Acct = .Range(“Account”)
     Set Posted = .Range(“Posted”)
     Set SalesAmount = .Range(“SJDebitsCash”)
  End With
  NextEntryRow = ThisWorkbook.Sheets(“Accts Receivable Ledger”) _
      .Range(“TransactionDate”).Rows.Count
  
  For ThisTransaction = 1 To Acct.Rows.Count
      If Posted(ThisTransaction) <> Chr(252) Then
          With ThisWorkbook.Sheets(“Accts Receivable Ledger”)
              .Range(“TransactionDate”).Offset(NextEntryRow, 0).Resize(1, 1) = _
                  SalesDate(ThisTransaction)
              .Range(“AccountNames”).Offset(NextEntryRow, 0).Resize(1, 1) = _
                  Acct(ThisTransaction)
              .Range(“Purchases”).Offset(NextEntryRow, 0).Resize(1, 1) = _
                  SalesAmount(ThisTransaction)
          End With
          Posted(ThisTransaction).FormulaR1C1 = “=CHAR(252)”
          NextEntryRow = NextEntryRow + 1
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      End If
  Next ThisTransaction
  
  
  With ThisWorkbook.Sheets(“Accts Receivable Ledger”)
     .Activate
     .PivotTables(“ARSummary”).PivotCache.Refresh
  End With
  End  Sub   

 The first two lines of code in  Listing   4.1    set two general options.  Option Explicit  requires 
you to explicitly declare all variables that you use in the code. If this option is not set, new 
variables could be declared implicitly on the fly—simply typing a variable name would cre-
ate it. Because this approach makes the code much more difficult to trace and debug, it’s 
wise to use  Option Explicit  and to explicitly declare each variable. (See the discussion of 
the  Dim  statements later in this section.)  

 The second option,  Option Base 1 , requires that the first element of all VBA arrays be ele-
ment number one. Omitting this option causes Excel to treat the first element of an array 
as element number zero. Suppose that the first element of  MyArray  was  Fred Howell . Using 
 Option Base 1 , you would refer to this value as  MyArray(1) . Without Option Base 1, you 
would refer to it as  MyArray(0) . If you prefer to start counting at one instead of at zero, use 
 Option Base 1  in your VBA code.  

 The next statement in  Listing   4.1   ,  Sub PostFromSalesToAR( ) , classifies and names the 
procedure. VBA has two types of procedures: functions and subroutines. The keyword  Sub  
identifies the procedure as a subroutine. VBA procedures always have a set of parentheses 
following the name. If the parentheses enclose a variable name or names, those variables 
are being passed as arguments to the subroutine. (The topic of  arguments  is lengthy and 
complicated. For now, just be aware that arguments help provide values of variables to the 
procedures that use them.) In this case, no variables are being passed to the subroutine.  

 The next two statements are  Dim  (short for  dimension ) statements. Using  Option Explicit  
requires the code to explicitly declare all variables. The  Dim  statements declare the exis-
tence and types of several variables. The variable named  ThisTransaction , for example, is 
declared as type  Integer . This means that the variable cannot take on a numeric value that 
has a fractional component, such as  3.1416 , and cannot take on a text value such as “Ellen”.  

 The four variables that are declared as type  Range  will later refer specifically to worksheet 
ranges. After the  Dim  statement declares the variables, the  Set  statements assign them to 
ranges. In this case, the variables are simply conveniences: The code can refer to the vari-
able instead of to the name of the range in the worksheet where it exists and to the work-
book that contains the worksheet.  

 Consider the next statement in  Listing   4.1   :  

  With Sheets(“Sales Journal”)   

 The statement starts what’s called a  With  block. That’s a set of statements that pertain to 
the object named in the  With  statement. In this case, the next five statements all have to do 
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with the sheet named  Sales Journal . It’s a sort of shorthand; instead of repeating the name 
of the worksheet in each of the five statements, the code encloses them inside a  With . . . 
End With  structure.  

 Here’s the first statement in the  With  block:  

  .Activate   

 This statement causes Excel to make the sheet named  Sales Journal  the active worksheet. 
The  Sales Journal  worksheet, of course, contains the sales transactions that will be posted. 
Without the  With  block, the statement would have had to be this:  

  Sheets(“Sales Journal”).Activate   

 This probably doesn’t seem like much of a savings, but the code can do the same thing with 
the following four statements, which assign the four  Range  variables to named ranges:  

       Set SalesDate = .Range(“TransactionDate”)
       Set Acct = .Range(“Account”)
       Set Posted = .Range(“Posted”)
       Set SalesAmount = .Range(“SJDebitsCash”)
      End With   

 These statements cause the variable  SalesDate  to stand in for the range named 
 TransactionDate  in the sales journal,  Acct  to stand in for the range named  Account , and so 
on. Then the end of the  With  block is indicated.  

 When the range variables have been set, the code determines the next available row in the 
 AcctsReceivable  sheet to post a transaction. It does so by counting the number of rows that 
are presently in the  AcctsReceivable  range:  

  NextEntryRow = ThisWorkbook.Sheets(“Accts Receivable Ledger”) _
      .Range(“TransactionDate”).Rows.Count   

  NextEntryRow  will be used as an offset, so we can be sure not to overwrite what is at present 
the final row of data on the  Accts Receivable Ledgers  worksheet.  

 The statement names three objects that are separated by dots. In VBA, this is termed  dot 
notation  and denotes a hierarchy: An object that follows the dot belongs to an object that 
precedes the dot. This was implicit in the  With  structure just discussed.  

 The statement refers to a range named  TransactionDate . That range belongs to a sheet 
named  Accts Receivable Ledger . In turn, that sheet belongs to the  ThisWorkbook  object—
that is, the workbook containing the VBA code that’s executing.  

 The  TransactionDate  range has a  Rows  property, which returns a collection of the rows that 
belong to the  TransactionDate  range. That collection of rows itself has properties, one of 
which is the  Count  property. The  Count  property returns the number of objects in a collec-
tion. As used here, it returns the number of rows in the  TransactionDate  range found on 
the  AcctsReceivable  sheet that is in the workbook containing the VBA code.  

 The number of rows in the range is assigned to the variable  NextEntryRow . That variable is 
used later in the code as an argument to the  Offset  function, and it determines which row 
the next transaction will be posted to.  
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 Now the meat of the procedure begins. Consider this statement in  Listing   4.1   :  

  For ThisTransaction = 1 To Acct.Rows.Count   

 It starts a loop that executes once for each row in the range named  Account , which is repre-
sented by the  Acct  variable. The approach is similar to that used to find the next entry row: 
 Acct.Rows.Count  returns the number of rows in the range represented by the  Acct  variable. 
The loop steps through the sales journal row by row, looking for transactions that should 
be posted to the accounts receivable ledger.  

 The  For  loop starts at  1  and ends at  Acct.Rows.Count ; therefore, it executes as many times 
as there are rows in that range. The  Acct  variable represents the range named  Account  on 
the  Sales Journal  worksheet. So the loop executes once for each row in that range.  

 The first statement inside the loop is as follows:  

  If Posted(ThisTransaction) <> Chr(252) Then   

 This statement causes the statements that follow it to execute if its condition is satisfied, but 
to be skipped otherwise. The condition is that a particular value does not equal the ANSI 
character associated with the number  252 . (Using the Wingdings font, that’s a check mark.) 
The particular value that’s tested is the element in the  Posted  range that corresponds to the 
current value of  ThisTransaction . The  Posted  variable refers to the range named  Posted  in 
the sales journal. Notice how it’s declared in the second line of the procedure.  

 In brief, the first time that the loop executes,  ThisTransaction  has a value of  1 . Excel exam-
ines the first value in  Posted  to see if it equals  Chr(252) : that is, to see if it appears on the 
worksheet as a check mark. If that value is not a check mark, subsequent statements are 
executed because the transaction has not yet been posted; otherwise, the transaction has 
already been posted and the subsequent statements (up to  End If ) are skipped.  

    The VBA code discussed here uses the  Chr  function, whereas the  CHAR  function is used on an Excel 
worksheet. VBA has its own set of functions, as does Excel. VBA’s  Chr  function is equivalent to Excel’s 
CHAR  function.   

N
O

T
E

 On the other hand, if the current transaction has not yet been posted—if the result of 
 Chr(252)  is not found in the current element of the  Posted  range—the statements that fol-
low the  If  should be executed, up to the  End If  statement. Executing those statements 
results in the posting of the transaction to accounts receivable.  

  More on Dot Notation  
 Next, the code begins another  With  block:  

  With ThisWorkbook.Sheets(“Accts Receivable Ledger”)   

 Inside the  With  blocks are   references to objects (such as a worksheet), methods (such as a 
worksheet’s  Activate  method), and properties (such as a cell’s  Font  property). Some of the 
references are preceded by a dot (for example,  .Range ), with nothing immediately preceding 
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that dot. Anything with nothing but a dot preceding it is taken to belong to whatever object 
is named in the  With  statement. In this case, all objects, methods, and properties referred to 
inside the  With  block belong to the sheet named  Accts Receivable Ledger , which, in turn, 
belongs to  ThisWorkbook .  

 Inside the block, several statements use ranges belonging to the  Accts Receivable Ledger  
sheet. If the  With  block weren’t used, the code would need to repeatedly qualify those 
ranges by referring to the sheet where it’s found, as well as the workbook where the sheet is 
found. But because the  With  block is used, the code needs to refer to that sheet only once: 
in the  With  statement.  

 Each statement inside this  With  block accomplishes some task in the posting of a transac-
tion from the sales journal to the accounts receivable ledger. For example, consider the first 
statement inside the  With  block:  

  .Range(“TransactionDate”).Offset(NextEntryRow, 0).Resize(1, 1) = _
      SalesDate(ThisTransaction)   

 Notice the following aspects of the statement:  

    ■   Because of the  With  statement, the fragment  .Range(“TransactionDate”)  is taken to 
belong to the sheet named  AcctsReceivable  in  ThisWorkbook .   

   ■   The  Offset  fragment describes a range that is offset from the  TransactionDate  
range by  NextEntryRow  rows and by zero columns. The first time through the loop, 
 NextEntryRow  equals the number of rows in the  TransactionDate  range. (Refer to the 
assignment statement that precedes the  For  loop.) So the offset to the  TransactionDate  
range refers to one row below it and in the same column.   

   ■   The  Resize  fragment temporarily defines the size of the range as containing one row 
and one column: thus, one cell.   

   ■   This cell is set equal to the value in the  Sales Journal  sheet, referred to by the variable 
 SalesDate , for the current value of  ThisTransaction , which is the transaction being 
posted. That is, the date of the current transaction is placed in the  TransactionDate  
range in the  Accts Receivable Ledger  worksheet.    

 This process is repeated in the remainder of the  With  block so that the account name and 
purchase amount are also posted.  

 The  End With  statement terminates the  With  block. Then a check mark is placed in the 
 Posted  range of the  Sales  worksheet by means of this statement:  

  Posted(ThisTransaction).FormulaR1C1 = “=CHAR(252)”   

 The variable that controls the offset to the ranges on the  Accts Receivable Ledger  work-
sheet is incremented. Therefore, the next time the loop executes, the sales date, account, 
and amount are placed one row farther down:  

  NextEntryRow = NextEntryRow + 1   
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 Then the  If  block is terminated with an  End If . (This marks the end of the statements that 
are executed if a transaction in the sales journal has not yet been posted.) The final state-
ment in the loop is this:  

  Next ThisTransaction   

 Control returns to the beginning of the loop if the value of  ThisTransaction  does not yet 
exceed  Accts.Rows.Count . When the loop has executed once for each row in the range 
named  Account  in the  Sales  worksheet, the loop ends.  

 After the final instance of the loop has completed, another  With  block is started for the led-
ger sheet. The  Accts Receivable Ledger  sheet is activated, and its pivot table is refreshed. 
The purpose of refreshing the data in the pivot table is to cause the table to incorporate the 
transactions that have just been posted to the ledger:  

  With ThisWorkbook.Sheets(“AcctsReceivable”)
     .Activate
     .PivotTables(“ARSummary”).PivotCache.Refresh
  End With    

  Using Pivot Tables to Summarize Individual Accounts Receivable  
 The purpose of the pivot table is to summarize the current status of all the individual 
accounts receivable.  Figure   4.8    shows the data posted from the sales journal and the cash 
receipts journal. Notice, for example, that Fred   Howell has made two purchases, one for 
$326.67 and one for $165.00, and accounts receivable has been debited for those two trans-
actions. Howell has made payment for the first transaction but not for the second. And the 
pivot table shows that Howell still owes $165.00 for the second transaction.  

 This is managed by creating a calculated field named  Total  inside the pivot table, using that 
field as the pivot table’s data field, and using  Account  as the row field. More specifically, the 
following steps are taken. (You need to take them only once, when you first add the pivot 
table to the worksheet.)   

   1.   Click the Formulas tab and then select Define Name from the Defined Names group.   

   2.   Type  DataRange  in the Name box. In the Refers To box, type  =OFFSET(TransactionDate
,0,0,ROWS(TransactionDate),5)  and click OK.   

   3.   Select cell F1. Click the Insert tab and select PivotTable from the Tables group.   

   4.   The Create PivotTable dialog box appears. In its Table/Range box, type  DataRange . 
Make sure that the Location box contains a reference to cell F1. Click OK.   

   5.   A pivot table schematic appears on the worksheet, the pivot table field list appears, and 
the Ribbon displays the pivot table options groups. Drag Account from the field list to 
the Drop Row Fields Here area on the worksheet.   

   6.   On the Ribbon, click Formulas in the Tools group and then click Calculated Field in 
the drop-down menu.   

   7.   In the Name box, type  Total .   

   8.   In the formula box, type  = Debit - Credit  and click OK.   
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   9.   If the new, calculated  Total  field does not automatically appear in the pivot table’s data 
area, drag it there from the Field list.   

   10.   Close the Field list by clicking its Close box.    

 The result of this maneuvering is a pivot table with one row for each account. Associated 
with each account in the table is a calculated field, named  Total  in this example. That field 
expresses the difference between an account’s debits and its credits, thus summarizing the 
information in the  Purchases  and  Payments  ranges on the  AcctsReceivable  worksheet.  

    Each sheet in Financial Reports.xlsm contains a sheet-level range named  TransactionDate . In 
some circumstances, it’s necessary to qualify a reference to  TransactionDate  with the name of 
the sheet. But if you have, for example, the  Accts Receivable Ledger  sheet active when you 
name the range in step 2, you don’t need to qualify the range name with the name of the sheet. Excel 
assumes that you mean the instance of the range that belongs to the active sheet.   

T
IP

 Pivot tables do not respond immediately to changes in their underlying data sources, 
regardless of whether the source is a worksheet range or an external data source. In this 
respect, pivot tables are different from worksheet formulas, defined names, and charted data 
series, which  do  recalculate immediately when their source changes.  

 If a change occurs to a pivot table’s data source, it’s necessary to refresh the pivot table, and 
that’s the purpose of this VBA statement:  

  .PivotTables(“ARSummary”).PivotCache.Refresh   

 After the pivot table has been refreshed, the subroutine ends with the  End Sub  statement.  

 You can write this VBA code in slightly more efficient ways. For example, you could create 
more variables that refer to worksheet ranges in the  Accts Receivable Ledger  worksheet 
as well as in the  Sales  worksheet. However, the structure was chosen to illustrate a variety 
of VBA capabilities, including the  With and If  statements, the  Offset  and  Resize  methods, 
and the automated redefinition of range addresses.  

 These VBA subroutines and their associated buttons are replicated for the accounts payable 
ledger (see  Figure   4.9   ).   

 Figure 4.9 
 The accounts payable 
ledger details information 
about open accounts with 
the company’s suppliers.        
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 The main difference in the VBA code that posts to the accounts payable ledger is that 
the code accesses the purchases journal instead of the sales journal. The code that man-
ages postings from the cash payments and cash receipts journals is also similar to the code 
for the purchases and sales journals; the principal difference consists of which journals are 
accessed.     

  Getting a Current Liabilities Balance  
 Now that a structure for journals and ledgers has been defined, it’s straightforward to move 
amounts for liabilities into the   balance sheet (see  Figure   4.10   ).   

 Figure 4.10 
 The balance sheet for 
Bell Books, June 2011 
(liabilities and owner’s 
equity) links directly to 
the general ledger’s asset 
and liability accounts.        

 Notes payable, accounts payable, and owner’s equity on the balance sheet are linked to their 
general ledger balances.  

 Although this example illustrates only two types of liabilities, accounts payable and notes 
payable, other types of liabilities exist that you might need to include in your ledger 
accounts:  

    ■   Taxes payable—   You often need to  estimate the taxes due on both income and salaries. 
You should consult an accountant or tax lawyer to determine the percentage rates to 
apply against your estimated income and estimated salaries. With these amounts, you 
can establish journal and ledger accounts that contain the proper estimates.   

   ■   Salaries payable—   Often you pay employees’ salaries before closing your books for a 
given accounting period. When that occurs, the days that elapse after payment is made 
and before the books are closed usually result in the accrual of salary amounts. You 
need to pay those accruals after closing the books. Journal and ledger accounts that 
accumulate these salaries help you keep track of these liabilities.   

   ■   Interest payable—   Depending on whether a note is discounted, you might want to 
account for interest on the note on a periodic basis instead of on the date that the note 
is actually paid. An interest payable account allows you to accrue this liability over 
time.   

   ■   Unearned revenue—   Sometimes a customer pays you for a product or service that 
won’t be delivered until after the books are closed. In that case, the revenue represents 
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both an asset in the cash account and a liability (until delivery has occurred), which you 
can account for with an unearned revenue account.   

   ■   Long-term debt—   If you have taken out a loan whose payable date is longer than a 
year from the date that the books are closed, you should keep this amount separate 
from the Current Liabilities section of the balance sheet. Its amount would be listed 
in a separate account, perhaps named  Long-Term Debt , and listed in the Long-Term 
Liabilities section of the balance sheet.      

     Summary  
 This chapter has shown how you can use Excel to create an account structure in a work-
book that contains both a general journal and special journals, and in a workbook that con-
tains both a general ledger and subsidiary ledgers. As they occur, transactions are entered 
into the journals in chronological order. The transactions are then posted to the appropri-
ate accounts in the ledger workbook. This accounts for the bulk of the work involved in 
creating both the Assets and the Liabilities sections of a balance sheet.  

 You also learned in this chapter some VBA techniques for automating the process of post-
ing from journals to their associated ledger accounts and how to use Excel’s pivot table 
facility to determine the current outstanding balance of an account. Those techniques, such 
as structuring a procedure and using  With  blocks, apply to many coding problems, not just 
posting from journals to ledgers.  

  Chapter   5   , “Working Capital and Cash Flow Analysis,” discusses an important tech-
nique for determining your company’s financial position. Although the accrual method of 
accounting is, for most companies, the most accurate way to match revenue and expenses 
to determine profit, it tends to obscure the way the company handles its most liquid 
asset, cash. You will learn techniques for tracking the flow of cash and working capital in 
 Chapter   5   .     
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joins, Microsoft Query, 
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internal rate of return, 
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industry averages and trends, 

interpreting, 170–171
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naming conventions, 403
net income, 19

distributing, 205
net present value, 
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net profit margins, 

profitability ratios, 
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analysis, 160–162

nonfinite populations, 
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objects, database objects, 
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ODBC (Open Database 
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creating with Microsoft 
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preparing to import, 401
Query Wizard, 404
specifying data sources, 

401–404
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dynamic range names, 
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ing cash flows, 141–142

operating budgets, 205

profit, 325
calculating internal rate 

of return, 325–326
calculating profitability 
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estimating continuing 
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medical insurance, 53
Microsoft Query
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creating queries, 407–410
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Microsoft Query window, 
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Moving Average add-in, 214
moving average method, 
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calculating, 79–81
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with Analysis ToolPak, 
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215–216

layout of, 213–214
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258–259
MSN MoneyCentral 

Investor Stock Quotes 
Internet query, 427

multiple regression, 368
coefficients, 372–373
estimating, 377
LINEST function, 369–370
negative coefficients, 373
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371–372
TREND function, 377–378

N

named ranges, 104–106, 203, 
302–303

times interest earned ratio, 
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liabilities
current liabilities balance, 

121–122
examining, 135
working capital, 133
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65, 87–90
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function, 217–220

linear relationships, contri-
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regression, 369–370
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current ratio, 186–187
quick ratios, 187–188

looping through products, 
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LTPD (lot tolerance percent 
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M
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28–31
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case studies, 269
SPC, quality, 

247–251
Marble Designs

case studies, 137
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margin of error, 357
market research, confidence 

intervals, 358–359
Martin Consulting, adjusting 

entries, 30–31
matching

revenue and costs, 123–125
revenues to cost, 387–389

matching principle, 28, 123
measuring

operating and non-
operating segments, 
income statements, 19
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allocating expenses to 
product lines, 479–480

varying inputs, 480–481
looping through, FIFO, 

84–85
product sales, recording 

(specific identification), 
69–71

profit, measuring, 325
calculating 

internal rate of return, 
325–326

profitability indexes, 327
estimating continuing value, 

327–329
profitability, calculating, 327
profitability ratios, 176

earnings per share, 176–177
gross profit margins, 

177–180
net profit margins, 

179–180
return on assets (ROA), 

180–181
return on equity (ROE), 

182–183
profit margins

improving, 378
relating to variables, 

378–380
pro forma financial state-

ments, 191–193
developing Excel model, 

293–296
Percentage of Sales 

forecasting, 193–194
identifying financial 

trends, 194–196
Predicting Sales forecast-

ing, forecasting based on 
recent history, 196–197

pro forma statements, 
Predicting Sales forecasting 
(analyzing impact of new 
procedures), 197–198

projecting
quarterly sales, 201–202
with smoothing, 225

Percentage of Sales forecast-
ing, 193–194

pro forma financial state-
ments, identifying finan-
cial trends, 194–196

percent changes, 
evaluating, 155

periodic inventory systems, 
60, 62–64

perpetual inventory systems, 
60, 61–62

pivot tables
importing external data 

into, 420–421
summarizing individual 

accounts receivable, 
119–121

POISSON function, 278
post-horizon period, 327
posting process, ledgers, 

113–118
Predicting Sales forecasting

analyzing impact of new 
procedures, 197–198

forecasting based on recent 
history, 196–197

predictor variable, 369
preferred stock, 177
prepaid expenses balance, 

52–53
insurance, 53–54

present value, calculating, 
305–306

preserving
cell formatting, external 

data ranges, 413–414
column sort/filter/layout, 

external data ranges, 413
pricing decisions, contribu-

tion costing, 475–476
process average, 263
producing digital video 

discs, 446
products

contribution analysis, 
477–479

operating characteristic 
curve, acceptance 
sampling, 263–267

operating income, 19
operating income state-

ments, creating, 451–452
operating leverage, 183, 

335–337
case studies, 339
DOL, 347–348
evaluating financial impli-

cations of operational 
change, 338–339

fixed expenses, 339–344
increasing fixed costs, 

345–347
operating segments, measur-

ing income statements, 19
operational change, financial 

implications of, 338–339
operations, distributing, 

203–204
optimizing costs, 308

Solver’s inputs, 309–311
Solver’s solution, 311–312

Orinoco Books, ROA and 
ROE, 183

outliers, 248
out of control, SPC, 243
out of control processes, 

SPC (quality), 255–258
overwriting cells with new 

data, 416

P

PACF (partial autocorrela-
tion function), 237–240

parameterized queries, 
creating in Microsoft 
Query, 410–411

parameterized web queries, 
426–428

payback periods, 300–304
P-charts for dicotomies, 

251–252
P/E, 171
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finding, 437–438
values, editing, 433–435

recordsets, adding new 
records to, 439–441

referencing problems, 153
refining confidence 

intervals, 361
refreshing

automatically, external data 
ranges, 418–419

data, 428
regressing

one variable into another, 
362–364

one variable onto several 
other variables, 368

Regression add-in, 373–374
regression analysis, 362

association versus causation, 
367–368

interpreting regression 
output, 375–376

interpreting trendlines, 
364–365

multiple regression, 368
coefficients, 372–373
estimating, 377
LINEST function, 

369–370
negative coefficients, 373
T.DIST.RT function, 

371–372
TREND function, 

377–378
regressing one variable into 

another, 362–364
Regression add-in, 

373–374
regression coefficients, 370
regression forecasts, creat-

ing with charts, 223–224
regression functions

forecasting, 216–217
linear forecasts with 

TREND function, 
217–220

nonlinear forecasts with 
GROWTH function, 
220–223

QuickBooks
common-sizing, 156
working in Excel 

with Profit and Loss, 
156–158

with QuickBooks 
balance sheets, 
158–160

Quick Data cable modems
absorption costing, 466–471
COGS for second 

quarter, 471
quick ratio, 169–170

liquidity ratios, 187–188

R

R2, 365–367
interpreting regression 

output, 375
random, 274
range names, 106
range operators, 22
ranges, named ranges, 203
ratios, 175–176

activity ratios
average collection 

period, 188–189
inventory turnover, 190

comparing within 
industries, 171–172

horizontal analysis, 
evaluating, 172–173

leverage ratios. See leverage 
ratio

liquidity ratios. See liquidity 
ratios

profitability ratios. See 
profitability ratios

quick ratio, 169–170
vertical analysis, 172

ratio to ratio comparisons, 
variance analysis, 163–164

recording product sales, 
specific identification, 
69–71

records
adding to recordsets, 

439–441
editing, 438–439

projections, 207
purchase discounts, 

91–92
purchase journals, 98–100

Q

quality
acceptance sampling. See 

acceptance sampling
SPC, 242

averages from samples, 
242–243

choosing sample size, 
253–255

control limits, 247
creating charts, 258–261
manufacturing, 247–251
out of control processes, 

255–258
P-charts for dichoto-

mies, 251–252
X-and-MR charts, 

258–259
X-and-S charts, 243–245

quality control, worksheet 
functions, 268–269

HYPGEOM.DIST, 
270–271

sampling units from finite 
populations, 269–270

quarterly sales, projecting, 
201–202

queries
ODBC, 400

creating with Microsoft 
Query, 407–410

creating with Query 
Wizard, 405–407

preparing to import, 401
Query Wizard, 404
security, 404
specifying data sources, 

401–404
parameterized queries, cre-

ating in Microsoft Query, 
410–411

parameterized web queries, 
426–428

web queries, 424–425
Query Wizard, 404

creating queries, 405–407
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semi-variable costs, 
estimating, 448–449

sensitivity analysis, 200–201
sheet-level names, current 

asset cash balance, 41–43
sigma, 247
Skip Blanks option, 148
slope, 365
smoothing, projecting, 225
smoothing constants, 

227–229
smoothing functions, 

forecasting, 225
Exponential Smoothing 

tool, 226–228
projecting, 225
seasonal data, 229–233
smoothing constants, 

228–229
Solver, 308, 332

inputs, setting, 309–311
solutions, 311–312

Solver Parameters dialog 
box, 309

sources of working capital, 
135–137

summarizing, 140–141
SPC (statistical process 

control), 242
quality

averages from samples, 
242–243

choosing sample size, 
253–255

control limits, 247
creating charts, 258–261
manufacturing, 247–251
out of control processes, 

255–258
P-charts for dichoto-

mies, 251–252
X-and-MR charts, 

258–259
X-and-S charts, 243–245

special journals, 98

S

sales
entering in cash and sales 

ledgers, 102
moving average costs, 78

sales journals, 98–99
sales mix, determining, 

461–462
salvage value, 393
samples, averages from SPC, 

242–243
sample size

choosing, 253–255
increasing, 277

sampling
defects in units, 277–278
units from finite popula-

tions, 269–270
units from nonfinite 

populations, 271–276
sampling error, 357
saving scenarios for base 

case, 318–320
scenario management, busi-

ness cases, 316–318
developing alternative 

scenarios, 320–322
developing scenarios that 

vary expenses, 323–324
saving scenarios for base 

cases, 318–320
Scenario Manager, 

worksheet protection, 321
scenarios, 311

saving for base case, 
318–320

summarizing, 324
that vary expenses, 323–324

seasonal components, 230
seasonal data, smoothing 

functions (forecasting), 
229–233

security information, manag-
ing, 416–418

relating variables to profit 
margins, 378–380

relative references, 22
replacement costs versus 

actual cost, 385–386
reported figures, vertical and 

horizontal ratios, 173
reporting methods, income 

statements, 14
reports

common-sized reports, 146
balance sheets, 148–149
comparative financial 

statements, 149–151
income statements, 

146–148
QuickBooks, 156

normalized reports, 146
research, judging, 317
restricted cash accounts, 

current asset cash 
balances, 46

return on assets (ROA), 
profitability ratios, 180–181

return on equity (ROE), 
profitability ratios, 182–183

revenue, matching, 123–125
to costs, 387–389

risk
business risk, 336–337
distinguishing business from 

financial risk, 348–349
ROA (return on assets), 

profitability ratios, 180–181
ROE (return on equity), 

profitability ratios, 182–183
ROUND function, 15
rounding errors, 

avoiding, 391
row numbers, external data 

ranges, 412
rows, inserting external data 

ranges, 415
R software, 353–354



514 Index             special journals

FIFO, 83–84
uncollectibles, estimating, 

48–51
percentage of sales 

approach to estimating 
uncollecctibles, 51–52

unit contributions, 445, 449
increasing contribution 

margins, 450–451
operating income state-

ments, creating, 451–452
producing DVDs, 449

updating external databases 
with VBA, 429–430

command buttons, estab-
lishing, 432–433

worksheets, structuring, 431
uses of working capital, 

135–137
summarizing, 140–141

uses n – 1 in the 
denominator, 357

V

valuation methods
average cost, 65, 72–76, 

89–90
calculating COGS, 

76–77
FIFO. See FIFO
LIFO, 65, 87–90
moving average method, 

77–78
moving averages, 

calculating, 79–81
specification 

identification, 89
specific identification, 64–66

database queries, setting 
up, 68–69

database systems to 
maintain inventory 
information, 66–67

deriving inventory 
values, 71–72

recording product 
sales, 69–71

weighted averages, 
calculating, 79–81

summarizing sources and 
uses of working capital, 
140–141

sum-of-year’s digits 
depreciation, 397–398

symbols, 99–100

T

tables, 104–106
choosing, 108–109
pivot tables, summarizing 

individual accounts 
receivable, 119–121

T-accounts, 40
T.Dist, 376
T.DIST.RT, 371–372, 376
tests, relaxing criterion, 277
time series, 209
times interest earned ratio, 

185–186
financial leverage, 350

total debt, 184
total liabilities, 184
traditional approaches versus 

contribution approaches, 
organizing, 34–36

transactions, calculating 
changes to working capital, 
134–135

TRANSPOSE, 51
trend components, 230
TREND function, 219

linear forecasts, 217–220
multiple regression, 

377–378
trendlines, interpreting, 

364–365
trends, interpreting, 

170–171
turns ratios, calculating, 

92–94

U

UCL, 246
UDF (user-defined 

function), 82

cash payments journals, 
103–104

cash receipts journals, 
101–103

purchase journals, 
98–100

sales journals, 98–99
special symbols, 99–100
specification

identification, 89
specific identification, 64, 66

database queries, setting up, 
68–69

database systems to main-
tain inventory informa-
tion, 66–67

deriving inventory values, 
71–72

recording product sales, 
69–71

SQL (Structured Query 
Language), 21

standard deviation, 247, 
354–356

Excel’s functions, 356–357
statement analysis, 145

dollar and percent 
changes, 152

assessing financial state-
ments, 152–153

evaluating, 155
handling error values, 

154–155
static range names, 106
statistical process control. 

See SPC
statistical reliability, 195
step function, 225, 447
stock, 177
stock levels, verifying, 60
straight-line depreciation, 

129, 389–390, 396–397
Structured Query Language 

(SQL), 21
subsidiary ledgers, 110

creating, 112–113
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worksheet protection, 
Scenario Manager, 321

worksheets, 429
implicit intersections, 178
structuring for updating 

external databases, 431

X-Y-Z

X-charts, CL, 246
X-and-MR charts, 258–259
X-and-R charts, 244
X-and-S charts, 243–245
XY charts, 362

creating, 363

Visual Basic Editor, 
accessing, 431

W

web queries, 424–425
weighted averages, calculat-

ing, 79–81
Western Electric rules, 

255–256
wizards, Query Wizard, 404

creating queries, 405–407
worker productivity, contri-

bution analysis, 461
working capital

accounting for cash transac-
tions, 127

adjusted trial balance, 
128–131

balance sheets, 
structuring, 133

versus cash, 125–126
determining amount of, 

126–127
determining changes in, 

133–134
examining current assets 

and liabilities, 135
transactions, 134–135

income statements, struc-
turing, 131–132

liabilities, 133
sources and uses of, 

135–137
working capitals, summa-

rizing sources and uses, 
140–141

worksheet functions, 
quality control, 
268–269

HYPGEOM.DIST, 
270–271

sampling units from 
finite populations, 
269–270

worksheet-level range 
names, 43

value axis, 458
valuing inventories, 64

valuation methods, 64–65
variable costing. See contri-

bution costing
variable expenses, 35
variables

criterion variable, 369
independent variable, 369
predictor variable, 369
regressing one onto 

another, 362–364
relating to profit margins, 

378–380
variance, 366
variance analysis

common-sizing, 160–163
ratio to ratio comparisons, 

163–164
varying inputs

discount rate input, 
330–331

for products, contribution 
analysis, 480–481

VBA
blocks, 435

editing records, 438–439
finding the right record, 

437–438
database objects, 434–436
getting, 430–431
updating external databases, 

429–430
command buttons, 

establishing, 432–433
worksheets, 

structuring, 431
VBA procedures, 

PostFromSalesToAR, 114
verifying stock levels, 60
vertical analysis, 172–173
vertical approach, pro forma 

financial statements, 192
vertical ratios, reported 

figures, 173
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