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Background

Joint checks have been used for years in the construction industry to protect owners and
contractors against liens and claims by second tier subcontractors. The typical scenario is
when the owner or prime contractor pays its subcontractors for work billed, but the
subcontractor does not pay its subcontractors (second tier subs) or material suppliers. As
a result, the owner or prime contractor has to expend resources defending themselves
from duplicate claims. Sometimes this results in having to pay the second tier
subcontractors then taking measures to recoup the extra payments from the offending
subcontractor.

A simple solution to mitigate this risk is to issue joint checks. Joint checks are made

payable to both the subcontractor and second tier subcontractors. By doing so, the
subcontractor (really the contractor) is guarantying the second tier subs will be paid.

Setup
A Joint Check Clearing bank needs to be setup.

From the Company menu select Bank Accounts.
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@ Mew Bank Account
-

General | Address IMcourrts I Contacts

.Htladﬂmerfcsl Notes |

=Nl

Name |Joir|t Check Clearing

Branch |
Account number |

Diescription |

tcbcknanter T ]

Phone Numbers

Account type |B‘-ank '|

Credit lmi

Vendor | |

[ Payrall direct deposits

Fax
Email | [
Website | [

ose [ Save ][ Cancel ][

Help ]

Click to the Accounts tab and click the lookup button to on the right side of the Cash
account field. Assign an existing account or follow the instructions to add a new account.

@ MNew Bank Account E'
e
General | Address | Accounts | Contacts | Atachments | Notes |
Department |Corpo|ate E]l
Bank
Cash account | Q@

Bank charges account | E]
Interest income account | E]l
Interest expense account | E]l

Credit card
Payable account | 0 |
Late charges account | |
Interest charged account | |

Close Save ] [ Cancel ] [ Help
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To add a new account, click the New button

@' Account List u
1120 Bank Account - Payroll Current Asset [Cash
1130 Petty Cash Current Asset (Cash
1140 Pending Deposits Current Asset [Cash L
1210 Accounts Receivable Current Asset |Receivables 1
1220 Employes Receivables Current As=set |[Receivables
! 1230 MNotes Receivable Current Asset |Receivables
1310 ‘wlork In Progress- Labor Current Asset \Work In Progress L4
1320 ‘wlork In Progress - Expenses Current Asset \Work In Progress
! 1330 ‘whork In Progress - Consultants Current Asset \Work In Progress
- -||mn Allrssimen S Dind Dl - [y Yy o PR .I""...-.-.-...-d-l.l"...-...-.n&n D i
| [ Close |[ select [ GEdt [[ MNew [ Copy |[ Delete |[ Hep |

Enter the description as show. Assign an account number to flow with the existing chart
of accounts.

r@ Mew Account — . u1

Siatus |.s'-‘u:1i1.re v|
General |Fd'tad1ments | Motes |
Description |Joint Check Clearing
D |1'|5[l | [¥] Alow journal ertries
Account type |:=CUrrent szt "r| [¥] Mormal debit balances
Account group | E]|
|
J
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Click Save when finished.

Assign the remaining accounts based on your chart of accounts.
@ Mew Bank Account

E=E Bl =
S
General | Address | Accounts | Cortacts | Atachments I Notes |
Department || E]|
Bank
Cash account 1190 Joint Check Clearing =
Bank charges account |33-3'D Banlk Charges E]|
Interest income account |911ﬂ Interest Income E]|
Interest expense account |353'D Interest Expense E]|
Credit card
Payable account | |
Late charges account | |
Interest charged account | |
Close | (_Save ] [Cancel ] [__Hiep
Click Save. The new bank account should appear as shown below.
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Workflow

When joint checks are issued, they are typically not deposited into the subcontractor
bank. They are typically endorsed by the subcontractor and forwarded on to the second
tier sub for deposit into their bank. The following assumes that scenario.

Step 1 — Record the receipt and deposit of the Joint Check.

From the Manage menu, select Client Receipts
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Client Receipts

Enter the appropriate receipt data as shown. The check number should be the joint check
number. Click Save when finished.

@ Manage Client Receipts EI
New | Deposits I Existing I Prepayments |
Type @ Client |Anderson Construction Project | ‘
Receipt da 1 103112 - ’ I 112345 H
e —
[ Pay by phase Amn EDD 00 Motes | E]|
Project Invoiced Paid Credited Due Sales Tax | Pay Amount | Saleg

} |[+] 03-138 Highland Shopping Center 00354 071112 7.818.09 5,000.00 313.08 ] < 2,500.00

03-138 Highland Shopping Center 00361 080812 | 4124000 41,.240.00 B

03-138 Highland Shopping Center  |FC-Month1-0001 |08/25/12 2085 20.85 =

03-138 Highland Shopping Center  |00365 09/07/12 25,525.00 29.925.00 =

03-138 Highland Shopping Center  |FC-Month2-0002 |09/26/12 430.88 430.88 =

250000 | 0.
I I ] r
Prepayments
Project Fay Amount
» [ =
0.00
In balance
Close Edit Print_ | [ Void/NSF Help
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Click to the Deposit tab, and click New Deposit.
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Select the Joint Check Clearing bank, enter the deposit date and select the joint check
receipt entered in the previous step. Click Save when finished.

& Manage Client Receipts [E=5[EEh ==
MNew Deposits | Existing I Prepayments |
Bank accolfat,|doint Check Clearing [-+]| Deposit 103112 = .eferem | Notes
—_— —
Date Receipt Type Client / Payer Amount Method |8)
123112 Miscellanecus Receipt  |StateFund 1,000.00 |Check 456
091212 Client Receipt Anderson Construction 41,240.00 Check
103112 Client Receipt Anderson Construction 2.500.00 |Check 12345
08 Cient Reeeipt Dawsaon Devel 23158412 Check
1213112 Client Receipt Milwaukie Hospital 7.500.00 |Check =
» (081212 Client Receipt Portland Public Schools 3053250 |Check =
Mew deposit Total receipts 106,356.62 Total deposit 2,500.00
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Step 2 - Record the vendor payment.

From the Manage menu, select Vendor Payments.
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Locate the invoice that needs to be cleared and click the Pay button.

@ Vendor Poyments F=En
Vendor iy Type Invoiced Paid Hold Due Fay Amount | Write-off | Amount i
American Express Credit Card 512.20 0.00| [ 51220| [ = n
BVA Group Electrical Consultant 2.600.00 0.00| [ 2,600.00 | [ (=]
Fortis, CPA Professional Services 1,500.00 0.00| [ 1,500.00 | [ =
Global Blueprinting General Office 655.00 0.00| [ 655.00| [0 (=]
James N. Singer Employee -250 0.00| [ -250| [0 (=]
Kris N. Kingsley Empley 42506 go0l =t el 57 | @
CL Lewis Consultants Mechanical Cs I 2.500.00 000| [ 0.00 2.500.00 (] =
Mark A Reyce Employ 745 ooo| [ e [ |
Mary T. Boyle Employee 10.00 0.00| [ 1000 [ (=]
Paul J. French Employee 5775 0.00| [ 5775 | [E =
‘willamette Office Supply General Office 1.052.00 0.00| [ 105200 | [ (=]
28,501.60 0.00 [ 2600160 [ 2.500.00 [ 0.00 |T
Closz= |[_ Save |[ cancel |[ Pint ][ Help |

Select the Joint Check Clearing bank; enter the same check number and date used for the
deposit. Click Ok when finished.

[ @ print Cheds A -

Bank account |Jnir|t Check Clearing E]l

Starting check number

Check date | LUEEIES

Total check amount |2.500.00 -

|| Write-off date |11/02/12 w |
Total wnite-off amount

[ oK || Cancel || Help |
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Step 3 - Reconcile the Bank.

From the Manage menu, select Bank Register.
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Click the Reconcile Tab. Enter a statement date and leave the balance blank or zero.
Clear the related deposits and checks. The activity should offset to zero. Click Save
when finished.

B Manage Bank Register (=l cE =]

Reconcile
Bank account Bank statement Date Ending Balance | Closed Notes |“
0627112 [ [
5@ All types 1103112 - m [ir
=
Date & Type Payes jheck | Reference | Payments | Deposits | Cleared | Reconciled
» 103112 |Deposit 2.500.00
10312 Check Lewis Consultants 12345 2.500.00
Begin 0.00 Deposits 2,500.00 Payments 2,500.00 End 0.00 Remain 0.00
Close Edit Delete




