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A step-by-step guide to FreeAgent’s core functionality
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Welcome!

In this manual, you will understand how to use
FreeAgent with your clients for:

e Bill and out-of-pocket expenses
e Banking and VAT

e Reports
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Bills and out-of-pocket expenses

Bills

Bills are purchase ledger invoices, and they run on the same traffic light
system as invoices: green for ‘Paid’, amber for ‘Open’ (not due) and red for
‘Overdue’. Before you create a bill, make sure that the supplier you’re adding
the bill for has been added as a contact in FreeAgent. To enter a bill, select the
‘Bills’ tab from within your client’s account.

Then, select the green ‘Add new bill’ button.
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Alternatively, you can add a bill by selecting ‘Add new’ on the ‘Overview’ page
and selecting ‘Bill’ from the drop-down menu.
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Next, you’ll need to complete the supplier contact and reference detalils, bill
dates, currency, VAT and additional fields, if applicable.

Begin by selecting the contact that the bill relates to. Then, enter the
reference, bill date and due on date from the bill. You can enter the bill items
as either including or excluding VAT. You can also add an attachment to the
bill, if applicable.

If the bill is for an item bought using a hire purchase agreement, tick the ‘Hire
purchase’ checkbox, which will enable the bill to be paid off in instalments.
This will post the credit entry for the bill to the hire purchase nominal code
rather than to the standard trade creditors code.

If you only have a single line item to enter on the fill, you can enter it on this
screen - select the correct accounting category and enter the amount of the
invoice.

If you’re entering a bill that contains items with different categories or VAT
rates, select 'Multiple items with different categories and VAT rates'. You can
add line item information, including category, value and VAT rate, on the next
screen.

If this bill was incurred while working on a particular project, you can link it to
that project, and choose whether you're going to charge the customer for it,
and if so, for how much. Please note that you’ll only be able to select a project
that has ‘Active’ status. If the bill is for the purchase of a capital asset, it won’t
be possible to link it to a project.
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If your client has recurring bills, you can select how frequently this bill recurs
from the ‘This bill recurs’ drop-down menu.

FreeAgent will then add a new bill automatically in the future up until the date
you enter in the ‘Recurs until’ field. If you leave this field blank, FreeAgent will
continue to add a new bill indefinitely. You can edit a recurring bill if the
charge, or reference, is slightly different each time.
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Once you've entered all of the relevant details for the bill, select 'Save and
Review' to save the bill, if you chose to create a single item bill.

‘ Save and review |

If you chose to create a bill with multiple categories or tax rates, select 'Save
and continue' to save the bill. This will take you to the next screen where you
can enter line items.
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To do this, click on the green ‘Add bill item’ button, which will bring up the
'Add new bill item’ screen.

Once you've entered all the necessary details for the line item, select 'Save’ to
add it to the bill. If you need to add additional bill items, select 'Save and add
another". You can add a maximum of 40 line items to a bill.
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Out-of-pocket expenses

An out-of-pocket expense is a cost that is paid for by an employee or business
owner or director using personal funds and will later be reimbursed by the
business that employs them.

To navigate to the Out-of-Pocket Expenses area, if your client has a limited
company account or a sole trader account with employees, click on the ‘My
Money’ tab from within your client’s account and select ‘Expenses’ from the
drop-down menu.

If they have a sole trader account with no employees, or a landlord account,
select the ‘Expenses’ tab at the top of the screen.
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Alternatively, select ‘Expense' from the ‘Add new’ drop-down menu on the
‘Overview’ screen.

This will show you the out-of-pocket expenses for directors and employees.

You can change between users by clicking on the name at the top-left of the
screen and selecting the relevant individual from the drop-down menu.

You can also change which expenses are being shown using the drop-down
menu to the right. The default filter shows the 10 most recent, but you can also
filter by month, tax year, future upcoming or recurring expenses.

Out-of-pocket expenses are split between expenses and mileage claims in
FreeAgent, and there are a few different ways you can add them.

The first is to use the FreeAgent mobile app to take a photo, for example of a
receipt, so that the Smart Capture functionality can save it to the ‘Files’ area in
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your client’s account. Then, when you’re ready, the Smart Capture
functionality can convert the file into an out-of-pocket expense.

To learn more about this, please visit the Mobile module in the ‘Learning and
accreditation’ area in the Practice Portal.

If you’d like to bulk import expenses into FreeAgent, you can do so through a
CSV upload. To do this, navigate to the Out-of-Pocket Expenses area, select
‘Import Expenses’ and you'll be prompted to download our Expenses
template.

For more guidance on how to fill in the expenses template, please visit our
Knowledge Base.


https://www.freeagent.com/practice-portal/learning/modules/mobile/
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Once the template is complete, go back to FreeAgent and select ‘Select a file’
to choose it from your device, then select ‘Upload’.

Once the upload is complete, review your newly added out-of-pocket
expenses. If you realise that you've made an error, or want to remove the most
recent out-of-pocket expenses, select 'Latest Import' from the drop-down
menu and then 'Undo Last Import".

If you’d like to enter an individual expense or mileage claim, begin by selecting
the claimant - which is the employee or director that the expense relates to -
from the drop-down menu.
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Next, click the green ‘Add new’ button and select the appropriate option from
the drop-down menu.

If you have any paperwork that relates to the expense, for example a receipt,
you can attach a scanned copy from your device by choosing ‘Upload a file’
from the 'Attachment' area and following the instructions.
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If you used Smart Capture to snap an image file and it’s saved in the 'Files’
area of your account, select 'Choose from saved files' instead and follow the
instructions.

Alternatively, you can upload any receipts, including in bulk, to Smart Capture
by selecting ‘Upload via Smart Capture’. Click the ‘Select Files’ button and
choose the files you wish to upload. You can upload JPEG, PNG and PDF
formats.

Once you select ‘Upload’, Smart Capture will start to process the files and
extract the receipt dates and total values.
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To convert the file to an out-of-pocket expense, click the three dots beside the
file and select ‘Create expense’.

Smart Capture will suggest a category for you, enter the total value of the
receipt and the receipt date. Pick the claimant you wish to associate with this
expense and click ‘Create new expense’.

Once a file has been assigned to an expense it will be cleared from the Smart
Capture files area to avoid duplication.
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If you’re not uploading a receipt using Smart Capture, you’ll need to add the
expense details manually. From the ‘“Type’ drop-down menu, select either
‘Payment’ or ‘Refund’.

From the ‘Category’ drop-down menu, select the account category that you
would like to allocate it to.

Next, select the date of the expense and the currency used to pay for the
expense.
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Enter the expense amount from the receipt, inclusive of any VAT, in the ‘Total
Value’ field and select the relevant rate of VAT from the ‘VAT’ drop-down
menu.

Toalvale' £ 195 VAT Auo
Swnct A VAT 13080 he nommal VAT e e the apanse v s e
VAT options ® UKVAT Rates
Revorse Crurge

Alternatively, you can enter a specific amount manually by choosing ‘Amount’
and entering the amount of VAT into the new box that appears.

Enter a brief description of the expense. Then, to link this expense to a project,
select the relevant project from the ‘Link to Project’ drop-down menu.
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When you’re happy with the information entered, select ‘Create new expense),
or ‘Create and add another’.

Mileage

Adding a mileage claim follows a similar process to expenses. You can
navigate to the ‘Expenses’ area or select ‘Mileage' from the ‘Add new’ drop-

down menu on the ‘Overview’ screen.
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Select the relevant user, then click 'Add new’ in the top-right corner and
choose ‘Mileage claim' from the drop-down menu.

Add an attachment (if applicable), then complete the mileage details, and
select whether your client will reclaim the mileage and/or VAT on fuel.

If your client is VAT registered, you can reclaim VAT on the mileage as
FreeAgent has HMRC’s fuel rates built in and they are updated in line with
HMRC’s updates.

To use the mileage claims in FreeAgent, your client needs to reimburse at the
government’s recommended rates of 45p and 25p per mile.

FreeAgent will automatically drop down to 25p per mile once 10,000 miles has
been reached.
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Next, if you’d like to rebill this mileage because it was incurred while working
on a particular project, select the relevant project from the ‘Link to Project’
drop-down menu and set the rate at which your client is going to charge it to

their customer.
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Lastly, if they will be taking this journey again, select the relevant frequency
from the ‘This Mileage recurs’ drop-down menu to set a recurring claim.
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Once you've entered the relevant details for the mileage claim, select ‘Create
new expense’ to complete the process.
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Banking and VAT

The Banking area

The Banking area is the key part of your client’s FreeAgent account. This is
where their bank transactions live and where they are assigned explanations.
An ‘explanation’ will detail exactly what the incoming or outgoing transaction
was used for, along with any relevant details such as the VAT rate.

Select the ‘Banking’ tab at the top of the screen from within your client’s
account in FreeAgent and choose ‘Bank Accounts’ from the drop-down menu.

You’ll be able to see your client’s individual bank accounts along with relevant
information including balances, an aggregated view of how much they have
across their accounts and transactions that require an explanation or are
awaiting approval.

These accounts can have secure bank feeds enabled, which automatically
import transactions daily.

You can add as many bank accounts as your client uses for their business.
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To add a new account, start by clicking the ‘Add new account’ button at the
top right of the screen. You’ll have the option to add a ‘Bank Account’, ‘Credit
Card Account’ or ‘PayPal Account’

Enter the account name. For example, if you were creating a dummy account
to be used to enter relevant transactions for a client, you could call it ‘Petty
Cash’.

When adding a bank account inside FreeAgent, the account name and
opening balance are required. All other fields are optional.
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Scroll down to the bottom of the screen and click ‘Create new account’.

Importing transactions

Next, let’s look at how you and your clients can import transactions into an

account. The most popular method is via a bank feed, which your client would
need to enable by following these steps.

First, they would select their bank account from the list.

. Eein McNanan Natwest @
12345678 60240
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Then, they’ll need to select the ‘Enable bank feed’ button.

Next, they would select the bank, the type of bank account and click the
green ‘Connect to my bank’ button.

Next, they would be taken to their bank’s website to log in to their online
banking and authorise the connection process. This process may differ from
bank to bank. Once they’ve completed this step, they would be taken back to
FreeAgent.
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Lastly, your client would confirm or select the FreeAgent bank account to
associate with the feed, choose the transaction start date and select ‘Link
Account’ to complete the process.

To ensure that the correct transactions are brought into your client’s account,
the transaction start date cannot be earlier than their FreeAgent start date.

The day after they complete the process, transactions will start automatically
pulling through to their FreeAgent account. Bank feeds in FreeAgent will
record transactions going back a maximum of two years.

The easiest way for your clients to set up a bank feed is through the FreeAgent
mobile app. To find out more about this, visit the Mobile module in the
‘Learning and accreditation’ area in the Practice Portal.
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Uploading bank statements

An alternative to setting up an automated bank feed would be to manually
upload bank statements in an OFX or QIF format.

If your client’s bank doesn’t provide these formats, they can download a CSV
file instead and reformat it before uploading.

A CSV file is simply an Excel document saved in the ‘comma separated value’
file format with no headings and three columns. Each row inside the
document relates to a single bank transaction.

The first column is the date of a transaction in the format DD/MM/YYYY. The
second is the value of the transaction - where negative transactions are
outgoing and the incoming transactions positive - and the final column would
be the description that’s uploaded with the transaction.

Explaining transactions

Regardless of how you or your client add transactions to FreeAgent, explaining
bank transactions is a simple process that only requires entering a bit of
information for FreeAgent to handle the transaction appropriately.

Transactions can be filtered by state using the different tabs. For example, ‘All
transactions’, ‘Unexplained’ and ‘For Approval’.

Altrasactions  Usewslaned @ Ferspprowl @D
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They can also be filtered by date, using the ‘time periods’ drop-down menu
below ‘All transactions’.

You’ll notice that each transaction is assigned a colour and icon. ‘Explained’
transactions are green, ‘For approval’ are orange, ‘Unexplained’ are red and
‘Manually added’ are purple. You can also refer to the transaction status
legend at the bottom of the screen.

4 Eiplained 7 Unepliined @ Masuslysdded @ Murked for acproval

A transaction is labelled as unexplained when FreeAgent does not know what
the transaction was for and as a result it’s not being posted to the nominal
code or any VAT returns, if applicable. Once a transaction is explained it will
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simply turn green and be posted to the relevant accounts. Once you’ve
selected a transaction to explain, FreeAgent will ask you to provide some
information about it.

Select the payment type, category, the appropriate rate of VAT and add a
description.

You can enter further details by selecting ‘Adjustments’ near the bottom right
of the expanded transaction, then selecting ‘more options’ area.
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In the ‘more options’ area you can link the transaction to a project and add an
attachment to the transaction from either your device or the saved files area in
FreeAgent.

To complete the process, select ‘Explain transaction’ or if the transaction is
needing approval, select ‘Approve & Save Changes’.

You’ll notice the transaction has turned green and is now being posted
according to the explanation details provided.

Matching transactions using Smart Capture

Once you have saved your files to the Smart Capture files area, they’ll
automatically be matched to a ‘For Approval’ bank transaction if one with a
matching date and value exists.

This will be the same total amount, as long as the transaction date is within
two days of the receipt date.
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Choose the bank account and select the ‘For approval tab’.

Transactions that have a matching Smart Capture file will have a lightning bolt
with a blue circle. Select ‘Approve & save changes’.

Bank transaction adjustments

In the Banking area, there are options to adjust transactions. You can split a
single bank transaction over multiple bills or invoices, and add fees or
commissions to a bank transaction.

To view these adjustments, the transaction must be marked as unexplained.
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To access the adjustments, select the unexplained transaction and then, in the
bottom right of the transaction tab, select the drop-down menu ‘Adjustments’.

Splitting transactions

Select ‘Split transaction’.

This opens the ‘Split transaction’ window.
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Under ‘Select split type’, you can select the ‘Type’, VAT rate, and also the split
value you want to assign.

Troe | Puant

VAT eptions (@) UK VAT Rutes

Under the value you have assigned, it will state the £ amount that is remaining
to be explained.

In the ‘More Detail’ section you can assign the category and the description.
You can also link to a project and attach an item to the split of the transaction.
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You can keep splitting the transaction by clicking ‘Save and add another’ until
you are finished and can select ‘Save and finish’.

Assigning multiple items against a single bank transaction

Under ‘Adjustments’ choose ‘Split multiple items’.

From the drop-down menu above the table, select which ‘Type’ you would like
to view. You can choose from ‘Overdue’ and ‘Open’ invoices or bill refunds (if
it is a money in transaction) or bills or credit notes (if it is a money out
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transaction). It will list the ‘Due Date’, ‘Reference’, ‘Contact and project’, ‘Total
value’ and ‘Status’.

To assign an item to the transaction, select the checkbox on the left beside the
due date of the item you are assigning.

Once an item has been selected, a bar will appear above this table detailing
the number of items selected and the total combined value of the selected
items. Once all the items have been selected, you can click ‘Apply split’ to
apply multiple items to one transaction.
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You also have the option to edit the amount that is assigned to each item by
selecting ‘Edit split.

Once you’re happy with the assignment, click ‘Apply split’. If you wish to clear
the assigned transactions, click ‘Clear’.

Adding fees or commissions onto a transaction

This functionality can be used to account for the gross amount of the
transaction. This can also be done in the landlord license to account for
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property management or letting agency fees that have been deducted from
the gross amount of the rent.

Select the bank transaction you wish to add the fees to, select ‘Adjustments’
and then choose ‘Add fees or commissions’ from the drop-down menu.

On the next page, you’ll see the ‘Fee to be included’ section. Enter the amount
to be added as fees to the transaction in the ‘Value’ box and the VAT rate from
the ‘VAT’ drop-down menu.

VAT sptions @) UK VAT Rates.
Reverse Charge
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Under the fee you have added, it’ll state the total value of the transaction with
the fees added.

In the ‘Category’ section, you can pick the accounting category you want to
assign to the fees.
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Once done, select ‘Save and finish’, or select ‘Save and add another’ to
continue adding more.

VAT

You can access the VAT area of FreeAgent from within your client’s account
by clicking ‘Taxes’ at the top of the screen and then selecting ‘VAT’ from the
drop-down menu.
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All of your client’s relevant explained bank transactions, bills, invoices,
expenses and journals will be used to create the VAT return liability that you
see in this section.

This first screen shows any VAT liability calculated for each individual return,
along with any bank transactions that have been explained as VAT payments.
Any outstanding balance due to or from HMRC is shown in the far-right
column.

If you click on the ‘Description’ of a VAT return, you’ll be able to see a preview
of a standard return and the values in each of the boxes.

These boxes are automatically calculated by FreeAgent based on the data that
has been entered into FreeAgent.
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The VAT return will also be clearly labelled as either ‘Filed’ or ‘Unfiled’.

Click on the ‘Full Report’ tab to see exactly how the boxes on the return have
been calculated.
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Each line item is a blue link that you can click to view the associated bank
transaction.

To file the VAT return for your client from within FreeAgent, click the green
‘File online with HMRC’ button.
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Review the legal declaration and tick the checkbox.

Then, select 'Submit VAT Return' and FreeAgent will send the return to HMRC.

FreeAgent will only send the total value from the 'Preview' tab to HMRC and
not a breakdown of the transactions from the 'Full Report' tab.
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Essential reports

Select the ‘Accounting’ tab at the top of the screen and select ‘Reports’.

Here you will see a collection of reports based on the data in your client’s
FreeAgent account. These reports are particularly helpful for providing
insights into your client’s business and how it’s performing.

Profit & Loss report

Within the ‘High Level’ section, select ‘Profit & Loss’.

Profit & Loss

Yo busness s income lees ts day 40 diy g
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You can choose whether to view your client’s Profit & Loss report for a specific
month, quarter, year, opening balances, the current accounting year so far or a
custom date range. Every line item on the report is clickable and will show the
credits and debits that make up the line item.

You can download the report as a PDF or CSV by selecting the green ‘Export
Report’ button.

Select the ‘Comparative’ tab to compare two different quarterly or annual
reports side-by-side, or view a custom date range.
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You and your client can also see a brief snapshot, taken from the yearly profit
and loss account, of their business's income and day-to-day running costs for
the current year to date so far on the Overview screen.

Show Transactions report

Within the ‘Detailed’ area, select ‘Show Transactions’.

The Show Transactions report is a full nominal ledger report displaying all of
the transactions for the different account categories in FreeAgent.

You can filter the Show Transactions report by date, account or tax reporting
type.
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To export a list of all the transactions that make up a particular account, select
‘Export Report’ in the top-right corner and select either ‘CSV’ or ‘PDF’ from
the drop-down menu.

Please note that if you're viewing all the transactions in each of your client’s
accounts at once using the 'Show All Accounts' option, you'll only be able to
export the report as a CSV file.

You can also print the report by pressing either ‘Control + P' if you're using a
PC or ‘Command + P' if you're using a Mac.


http://freeagent.com

48

Bank Reconciliation report

Within the ‘Detailed’ area, select ‘Bank Reconciliation’.

The Bank Reconciliation report is designed to aid with the bank reconciliation
process for your client’s bank accounts.

Your client will need level 7 access or above to access this report.

The first tab in the report is the Bank Reconciliation summary.
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The report will default to showing your client’s primary bank account and the
current accounting year in FreeAgent.

To generate a report for a different bank account, choose the relevant bank
account from the drop-down menu.

To generate a report for a different accounting year, an individual month or
custom date range, choose the relevant option from the drop-down menu.
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Next, you’ll need to enter the closing bank balance at the end of the period
you’re looking at in the ‘Closing balance’ field.

Then, select ‘Apply’ to generate a Bank Reconciliation report.
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You can review a breakdown of the figures from the ‘Summary’ by selecting
the ‘Full Report’ tab.

You can choose to view all transactions or filter by transactions that have been
explained, are currently unexplained or have been manually added, by
selecting the relevant tab.

To export the 'Summary' or 'Full Report' of your client’s Bank Reconciliation

report, select ‘Export’ and then choose either the relevant PDF or CSV option
from the drop-down menu.

Full Repoet (POF)
FullReport (CSV)
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To export the information from both the ‘Summary’ and ‘Full Report’ tabs,
you’ll need to export a report from each tab.

Trial Balance report

Within the ‘Detailed’ area, select “Trial Balance’.

You can filter the Trial Balance in FreeAgent by date using the drop-down
menu at the top of the page. The Trial Balance will show the correct figures for
that date range, and if you choose to view any individual items on the report,
the date range filter will continue to apply.

If the date range you want to select overlaps with the end of your company’s
accounting year, you will need to generate two Trial Balance reports: one from
the desired start date of the report to the end of your company’s accounting
year, and another from the start of the following accounting year to the
desired end date of the report.
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If you want to see the credits and debits that make up a line item on the
report, simply select the account on the Trial Balance.

This will display all the individual transactions that are included in the total
figure for that account.

The ‘Export Report’ button at the top-right of the screen is where you’ll be
able to export the report. Four formats are available. The Summary CSV
format will be accepted by all tax production software, which may be useful if,
for example, you’re not using FreeAgent for the end-of-year production
process.
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Account locking

Locking your client’s accounts in FreeAgent prevents anyone from editing
their data prior to a particular date. Your clients’ accounts will be locked
automatically as the result of certain events, for example, when you file their
end-of-year accounts.

However you can also lock your client’s accounts manually. To do this, select
‘Settings’ from the drop-down menu at the top-right of the screen.

Then select ‘Account Locking’ from the ‘Accounting, Tax & VAT’ section.
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In the ‘Add a manual account lock’ section, you’ll see a range of valid lock
dates below the ‘Lock Accounts until’ box.

Once you have entered an appropriate date, select ‘Save Changes’. This will
lock the accounts up to and including that date. The date will also be
displayed in the list of active account locks.

You can change or remove manually added locks, but not ones set
automatically by FreeAgent. Please note that an account lock can be removed
by your client if they have the User permission level 8.
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Support for your clients

FreeAgent offers you and your clients a wide range of support, including:

e bespoke practice training for you and your colleagues

e ‘Getting Started’ webinars for you, your staff and your clients to help them
understand the FreeAgent basics

e a searchable online Knowledge Base

e telephone and online support for you and your staff from our dedicated
Practice Support team

e telephone and online support for your clients from FreeAgent’s customer
support team

e a co-branded onboarding email journey to help clients get started and
understand the basics of the software

Security measures at FreeAgent mean our Practice Support team will only
communicate with account managers who are listed on your Practice’s
dashboard. Make sure that you add your staff members so they can receive
support when they need it.

For more information on how to use FreeAgent, visit our Knowledge Base
online. You’ll find step-by-step instructions on how to complete a wide range
of actions in FreeAgent, from basic functions right through to more complex
accounting procedures.

Knowledge Base

Accountants’ Knowledge Base

Practice Support team

You can also contact our dedicated Practice Support team via email or
telephone, 9am - 5pm on Monday to Thursday and 9am - 4pm on Friday.

Email: practicesupport@freeagent.com
Telephone: 0800 025 3800

Please have your account manager ID ready when contacting the Practice
Support team.



https://support.freeagent.com/hc/en-gb?kb=
https://support.freeagent.com/hc/en-gb/categories/115000400624-For-accountants
mailto:practicesupport@freeagent.com
https://support.freeagent.com/hc/en-gb/articles/360001734680
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