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Top Ten Reasons to Use GnuCash
Installation

Introduction

GnuCash is the personal finance software package made for you. It is versatile enough to keep track of all
your financial information, from the simple to the very complex. It is one of the few financial software
packages that supports global currencies, and it is the only open-source program of its kind. Best of all,
GnuCash is easy to learn and use!

So, what can GnuCash do for you? It can keep track of your personal finances in as much detail as you
prefer. If you are just starting out, use GnuCash to keep track of your checkbook. You may then decide to
track cash as well as credit card purchases to better determine where your money is being spent. When
you start investing, you can use GnuCash to help monitor your portfolio. Buying a vehicle or a home?
GnuCash will help you plan the investment and track loan payments. If your financial records span the
globe, GnuCash provides all the multiple-currency support you need.

While GnuCash is well suited for personal finances, it is also powerful enough for business use. There are
many business features, from integrated accounts receivable and payable systems, to tax table
construction. You will find these and the many other business features surprisingly powerful and easy to
use.

Features

Easy to Use

GnuCash has been designed from the ground up to be easy to use. Within a matter of minutes you will be
able to enter your personal finance information and generate color graphs that represent your financial
status. If you can use the register in the back of your checkbook - you can use GnuCash! Type directly
into the register, tab between fields, and use quick-fill to automatically complete transactions. The
interface is customizable from within the application itself.

® FEasy to Use Menus: GnuCash menus conform with the GNOME Human Interface Guidelines.
This means that they are simple and similar in appearance to many other GNOME applications.

® Documentation: GnuCash has built in Help and extensive User Guide documentation.

® Import Methods: GnuCash supports many ways to input transactions besides manual entry. If you
can access your bank accounts on-line, this is especially useful, as one of the following export
methods is supported by most banks. You will spend less time entering data and more time
analyzing results.

o Quicken Import File (QIF): Import Quicken QIF style files, a popular file format with
many commercial personal finance software packages.

o Open Financial Exchange (OFX): GnuCash is the first free software application to support
the Open Financial Exchange protocol. Many financial institutions are moving towards this
format.

o Home Banking Computer Interface (HBCI): GnuCash is the first free software application
to support the German Home Banking Computer Interface protocol. This protocol includes
statement download, initiates bank transfers, and makes direct debits possible.

® Reports: GnuCash comes with over 30 prebuilt reports, including Account Summary, Income,
Expenses, Transaction Report, Balance Sheet, Profit&Loss, Portfolio Valuation, and many others.
Reports support graphical views of the data, including pie charts, bar charts, and scatter plots. The
reports can be exported to HTML files, and are easily customized.



® Scheduled Transactions: GnuCash can automatically create and enter, or remind you of scheduled
or recurring transactions. When you are reminded of scheduled transactions, you can enter or
postpone them. Recurring transactions can be configured to stop after a certain period.

® Mortgage and Loan Repayment Druid: Used to set up a variable payment loan scheduled
transaction.

® Fasy Account Reconciliation: Integrated reconciliation makes reconciling your GnuCash accounts
with statements simple and effective.

® Multi-platform Compatibility: GnuCash is supported on a variety of platforms and operating
systems. The list of fully supported operating systems (and platforms) for GnuCash v1.8.x is:
GNU/Linux (x86, Sparc, PPC), FreeBSD (x86), OpenBSD (x86), Solaris (Sparc), and MacOS X
(PPC). Previous versions of GnuCash have been known to work with, SGI IRIX (MIPS), IBM
AIX 4.1.5 (RS/6000), Unixware 7 (Intel), and SCO OpenServer 5.0.4 (Intel), but their current
status is unknown.

Tracks Your Investments

GnuCash has a number of investment features. From simple certificates of deposit, to publicly traded
stocks, GnuCash will track all your investments.

® Stock/Mutual Fund Portfolios: Track stocks individually (one per account) or in a portfolio of
accounts (a group of accounts that can be displayed together).

® On-line Stock and Mutual Fund Quotes: With GnuCash, you no longer need look up your stock
values one at a time. The process can be automated, to always present you with the lastest value of
your stocks.

International Support

GnuCash is truly an application that works with and understands users from all around the world. There
are many built-in features to facilitate interaction with the international world we live in today.

® Native Languages: GnuCash has been fully translated into 12 languages: Chinese, Czech, Dutch,
English, French, German, Italian, Portuguese, Russian, Slovak, Spanish and Swedish. More than
13 other languages are partially supported.

® Multiple Currencies and Currency Trading: Multiple currencies are supported and can be bought

and sold (traded). Currency movements between accounts are fully balanced when double-entry is
enabled.

® New Multi-Currency Transaction Handling: GnuCash no longer requires separate currency
exchange accounts to handle multiple currency transfers.

® [nternational Date Handling: GnuCash understands that different countries display the date
differently. You are able to work with the date format you are accustomed to.

Business Support

GnuCash has many features to support the needs of the business accounting community.

® Accounts Receivable/Payable: GnuCash has an integrated Accounts Receivable and Accounts
Payable system. You can track Customers, Vendors, Invoicing and Bill Payment, and use different
Tax and Billing Terms in a small business.

® Payroll: GnuCash can track company payroll.
® Depreciation: GnuCash can track depreciation of capital assets.

® Reports: GnuCash offers a wide variety of ready-to-use business reports.



Accounting Features

For those knowledgeable in accounting, here is a list of GnuCash's accounting features.

® Double Entry: When enabled, every transaction must debit one account and credit others by an
equal amount. This ensures the "books balance" - that the difference between income and expense
exactly equals the sum of all bank, cash, stock and other assets.

® Split Transactions: A single transaction can be split into several pieces to record taxes, fees, and
other compound entries.

® Chart of Accounts: A master account can have a hierarchy of detail accounts underneath it. This
allows similar account types such as Cash, Bank, or Stock to be grouped into a master account
such as “Assets”.

® General Ledger: One register window can display multiple accounts at the same time. This eases
the trouble of tracking down typing/entry errors. It also provides a convenient way of viewing a
portfolio of many stocks, by showing all transactions in that portfolio.

® [ncome/Expense Account Types (Categories): These categorize your cash flow and, when used
properly with the double-entry feature, will provide an accurate Profit&Loss statement.

What's New in v1.8

® Scheduled Transactions

GnuCash now has the ability to automatically create and enter transactions, remind you when
these transactions are due, giving you the choice of entering, postponing or removing the
automated transaction.

® Mortgage and Loan Repayment Druid
Used to setup a variable payment loan scheduled transaction.
® Small Business Accounting Features

GnuCash can now track Customers and Vendors, Invoicing and Bill Payment, and can use
different Tax and Billing Terms in a small business.

® Open Financial Exchange (OFX): GnuCash is the first free software application to support the
Open Financial Exchange protocol. Many financial institutions are beginning to support this
format.

® Home Banking Computer Interface (HBCI): GnuCash is the first free software application to
support the German Home Banking Computer Interface protocol. The protocol includes statement
download, initiates bank transfers, and makes direct debits possible.

About this Book

This manual's goal is to save you time. It will get you started using GnuCash as quickly as possible.

Each chapter follows a simple format. A chapter begins with a “Concepts” discussion which introduces
general themes and terminology, addressed and used within that chapter. “How-To” sections, which
address specific procedures follow. Finally, a “Putting It All Together” section ends the chapter by giving
detailed, concrete examples.

Beginning users will find the “Concepts” sections very helpful. They provide a reference for good ways
to track your finances, and serve as an general introduction to financial background and terminology.
Experienced users can flip to the “How-To” sections to quickly scan procedures. These sections provide
to-the-point steps for accomplishing specific tasks. The “Putting It All Together” sections present real-
world examples in the form of a tutorial. Beginning with creation of a file in Chapter 2, each successive
chapter builds on the previous chapter's tutorial.



This manual is organized into 3 main parts:

® Getting Started
® Managing Your Personal Finances
® Managing Your Business Finances

Getting Started provides you with the most basic information needed to begin using GnuCash. Use this
part as a quick-start guide. Its chapters will get you up and running;:

® Chapter 1: Overview

® Chapter 2: The Basics
® Chapter 3: Accounts

® Chapter 4: Transactions

Managing Your Personal Finances addresses common applications and features of GnuCash in greater
detail. You will see more specific cases, based on frequently asked questions about applying GnuCash to
everyday situations. Here are the applications and features covered in this part:

® Chapter 5: Checkbook

Chapter 6: Credit Cards

Chapter 7: Loans

Chapter 8: Investments

Chapter 9: Capital Gains

® Chapter 10: Multiple Currencies

Managing Your Business Finances discusses the use of GnuCash in business accounting:

® Chapter 11: Depreciation

® Chapter 12: Accounts Receivable
® Chapter 13: Accounts Payable

® Chapter 14: Payroll

This manual also has an appendix, which contains extra information you might want to know:
® Appendix A: Migration Guide - Guide for former Quicken®, MS Money or other QIF users
® Appendix B: Frequently Asked Questions
® Appendix C: Contributed Account Trees
® Appendix D: GNU Free Documentation License

Last, but not least, a glossary and index help you quickly locate topics.

Top Ten Reasons to Use GnuCash

We've already discussed some of the general advantages of using GnuCash. Here are some specific
features offered by GnuCash that may not exist in other programs.

1. Simple user interface

GnuCash is as easy to use as a checkbook register. It's simpler than a paper register, because auto-
completion and other entry shortcuts, not only do work for you, but reduce data entry errors.
2. Easy import

GnuCash allows you to import data from on-line bank statements and software packages using
QIF (Quicken® Interchange Format), OFX and HBCI files. An easy-to-use “druid” walks you
through reviewing resulting changes and actually importing them into GnuCash.

3. Statement reconciliation

Reconcile monthly statements quickly by entering the statement ending balance and checking off
transactions. GnuCash helps you catch any discrepancies between your data and statements you
receive.
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Investment tracking

GnuCash offers a host of ways to track your investment portfolio. Special investment accounts
simplify data entry, and on-line tools allow you to update prices of your holdings as the markets
change. Reports complete the picture, allowing you to analyze your investment decisions.

Multiple currency support

GnuCash allows you to track multiple currencies. If you have bank accounts, investments or other
financial data in different currencies, use GnuCash to monitor them.

Customized reports and graphs

Reports and graphs give you valuable information for filing taxes, budgeting, or simply figuring
out where your money goes. GnuCash offers a variety of easy-to-use reports and graphs to help
analyze your financial position. It gives you the freedom to customize your own reports to suit
your unique needs.

Double entry

To provide complete records, GnuCash uses the double entry method of bookkeeping. Double
entry simply means that money doesn't just appear or disappear - an equal amount must come
from one location and go to another location. By tracking the transaction in both locations,
GnuCash will give you detailed reports from the perspective of either account.

Sources of help

A Tip of the Day dialog gives helpful tips to new users about GnuCash features. Within the
program, a searchable Help menu guides you to information or connects to the GnuCash web page
for further assistance. GnuCash also has strong, helpful developer and user communities who
provide help through mailing lists.

Shortcuts

GnuCash offers many shortcuts to help you enter data. Type the first few characters of a common
entry and GnuCash will automatically fill in the rest! You can also use copy, paste and duplicate
functions to save typing time. Keyboard shortcuts let you quickly choose a menu option or to
enter numerical data. Many numeric entry fields can act as a calculator: enter "92.18+33.26" and
watch GnuCash input the corresponding sum for you!

Open source

GnuCash doesn't hide its methods. If you wonder how GnuCash computed a number, you can
easily find it out. In addition, you can set preferences that tell GnuCash how much information to
display to you. There is no “secret code” used in GnuCash - it continues to be an open-source
program.

These are only a few of the advantages you'll discover when you start using GnuCash to track your
financial information. Now get ready to enjoy the benefits of GnuCash for yourself!

Installation

Installation of GnuCash can be simple, as most modern linux distributions come with GnuCash
precompiled and ready to go. In fact, most likely, GnuCash is already installed. If you do not have
GnuCash installed, the simplest method for installing it is to insert the installation CD that came with
your distribution and follow the instructions.

The GnuCash home page contains detailed instructions on how to install GnuCash in the event your

current distribution does not include it or you want to install a different version. You can also read the
README file in the source code.
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This chapter will introduce some of the basics of using GnuCash. It is recommended that you read
through this chapter, before starting to do any real work with GnuCash. The chapters which follow this
will begin to show you hands on examples.

Accounting Concepts

GnuCash is easy enough to use that you do not have to have a complete understanding of accounting
principals to find it useful. However, you will find that some basic accounting knowledge will prove to be
invaluable as GnuCash was designed using these principals as a template. It is highly recommended that
you understand this section of the guide before proceeding.



The 5 Basic Accounts

Basic accounting rules group all finance related things into 5 fundamental types of “accounts”. That is,
everything that accounting deals with can be placed into one of these 5 accounts:

® Assets - things you own.

® Liabilities - things you owe.

® FEquity - overall net worth.

® [ncome - increases the value of your accounts.

® FExpenses - decreases the value of your accounts.

It is clear that it is possible to categorize your financial world into these 5 groups. For example, the cash
in your bank account is an asset, your mortgage is a liability, your paycheck is income, and the cost of
dinner last night is an expense.

The Accounting Equation

With the 5 basic accounts defined, what is the relationship between them? How does one type of account
affect the others? Firstly, equity is defined by assets and liability. That is, your net worth is calculated by
subtracting your liabilities from your assets:

Assets - Liabilities = Equity

Furthermore, you can increase your equity through income, and decrease equity through expenses. This
makes sense of course, when you receive a paycheck you become "richer" and when you pay for dinner
you become "poorer". This is expressed mathematically in what is known as the Accounting Equation:

Assets - Liabilities = Equity + (Income - Expenses)

This equation must always be balanced, a condition that can only be satisfied if you enter values to
multiple accounts. For example: if you receive money in the form of income you must see an equal
increase in your assets. As another example, you could have an increase in assets if you have a parallel
increase in liabilities.

2 Equity )

(Assets — Liabilities)

Income

Expenses
—- | ASsets

Liabilities e

Positive Value Megative Value

N /

A graphical view of the relationship between the 5 basic accounts. Net worth (equity) increases through
income and decreases through expenses. The arrows represent the movement of value.

Double Entry

The accounting equation is the very heart of a double entry accounting system. For every change in value
of one account in the Accounting Equation, there must be a balancing change in another. This concept is
known as the Principle of Balance, and is of fundamental importance for understanding GnuCash and
other double entry accounting systems. When you work with GnuCash, you will always be concerned
with at least 2 accounts, to keep the Accounting Equation balanced.

Double entry accounting serves two purposes. The first is to create an accounting trail, money always has
to come from somewhere and go to somewhere. Additionally, double entry accounting historically served
to double check the math of an accountant. Because the numbers are entered into multiple accounts
simultaneously, there are multiple places to check to make sure the totals match. Of course, with the



advent of computers, the chances of a mathematical problem are low, but it is good to know that the
concept still exists!

Double entry accounting has been around since the late 15th century, when it was described by an Italian
friar, Luca Pacioli. Traditional double entry accounting involves recording each transaction in a book
called a ledger, then copying each part of the transaction to separate books called journals. This method is
still used in businesses today as a way to avoid entry errors and to track the source of those errors.
GnuCash simplifies this traditional accounting by copying part of each transaction for you, so it may not
catch some of the entry errors that would show up in traditional accounting. But it will flag transactions
that are not balanced, and it will let you know when an account name is missing.

Note

Calling this double-entry bookkeeping is a bit misleading; it would be somewhat more
accurate to call it multiple- entry bookkeeping, since a transaction can affect more than
two accounts. Unfortunately, there's 700 years of history of use of the term, which
sufficiently discourages changing it.

Data Entry Concepts

When entering data in GnuCash, you should be aware of the 3 levels of organization in which GnuCash
divides your data: files, accounts and transactions. These levels are presented in their order of complexity,
one file contains many accounts and one account contains many transactions. This division is
fundamental to understanding how to use GnuCash.

Files, Accounts and Transactions

GnuCash uses files for storing information. GnuCash provides three types of files: data files, backup files,
and log files. The main file that you will use to store your data is a data file. You will probably have only
one data file that you use for your home data, but GnuCash will automatically save a backup copy for you
each time you save that data file. GnuCash also provides log files which can be used to help reconstruct
data. Backup and log files are described later in this chapter.

An account is a place for keeping track of what you own, owe, spend or receive. Although you only have
one main data file, that file will contain many accounts. You probably already think of money you own or
owe as being in an account. For example, at some point you opened checking and savings accounts at a
particular bank, and that bank sends you monthly statements showing how much money you own in these
accounts. Credit card accounts also send you statements showing what you owe to a credit card company,
and the mortgage company may send you periodic statements showing how much you still owe on your
loan.

In GnuCash, accounts are also used to categorize money you receive or spend, even though these are not
physical accounts that receive statements. As we will cover more in Chapter 3, income type accounts are
used to categorize money received (like a paycheck), and expense type accounts are used to categorize
money spent (for pizza, to pay a bill, etc.) These accounts function much like categories in some other
financial programs, with a few advantages discussed in Chapter 3.

A transaction represents the movement of money from one account to another account. Whenever you
spend or receive money, or transfer money between accounts, that is a transaction. In GnuCash, as we
will see in the next section, transactions always involve at least two accounts. Examples of transactions
are: paying a bill, transferring money from savings to checking, buying a pizza, withdrawing money, and
depositing a paycheck. Chapter 4 goes more in depth on how to enter transactions in GnuCash.

Double Entry

You've probably heard the saying, “Money doesn't grow on trees”. It means that money must come from



somewhere - it doesn't just “appear”. Double entry accounting is a method of record-keeping that lets you
track just where your money comes from and where it goes. Using double entry means that money is
never gained nor lost - an equal amount is always transferred from one place to another. When you
withdraw cash, you are transferring money from your bank account to your wallet. When you write a
check to the grocery store, you are transferring money from your checking account to the grocery store.
And when you deposit a paycheck, you are transferring money from your source of income to your bank
account.

In GnuCash, these transfers are known as transactions, and each transaction requires at least two
accounts. To enter the cash withdrawal, for example, you would enter a transfer of money from a bank
account to a cash account. You would record the grocery check as a transfer from a checking account to a
groceries expense account. And the paycheck deposit is recorded as a transfer from an income account to
a bank account.

Unlike traditional accounting packages, GnuCash makes it very easy to enter your double entry
transactions. Chapter 4 gives more detail on entering transactions, but for now let's take a general look at
how they work. For a basic transaction like writing a check, you first create two accounts: a checking
account and an account for the expense. For example, if you write a check to pay for groceries, then you
need both a checking account and a groceries account. (See Chapter 3 for more detail on creating
accounts.) To record the check, you simply enter a transaction to transfer money from the checking
account to the groceries account. In this example, the GnuCash transactions look like this when viewed
from the register windows of the checking account:
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This image shows entering the date, description and transfer account for a payment of $50 to the Grocery
Store.

In this transaction, a check is written to Grocery Store for $50. Since this is a double entry transaction, at
least two accounts are affected and must be part of the transaction. GnuCash automatically enters the
current account name (Assets:Checking) for you so you only enter the other account name affected
(Expenses:Groceries).

Note

In this example for double entry accounting we used a checking account to pay for the
groceries. But, notice that concept is the same no matter what method you use to pay for
the groceries. If instead you used a credit card, the double entry accounting would simply
involve your Credit Card account instead of the Checking account.

What about your paycheck? You can see that money goes into a bank account, but where does it come
from? In double-entry, the money has to come from somewhere. Technically, that money comes from
your employer, but you don't care about tracking your employer's accounts. So how do you account for
money coming in? In GnuCash, you create a special income type account to track your incoming
paychecks. (See Chapter 3 for more information on creating income accounts.) To record the paychecks,
you simply enter a transaction to transfer money from the income account to a bank account.

Here's what a paycheck deposit looks like in GnuCash.
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This image shows entering the date, description and transfer account for a $600 Salary payment from
Employers R Us.

In this example, $600 is transferred from a Salary income account to the Checking Account. Because of
the special nature of income accounts, discussed in Chapter 3, this transaction increases both the checking
account balance and the income account balance by the amount transferred.

The main principle to remember is that there are at least two parts to every transaction, and the total
amount transferred from a set of accounts must equal the total amount transferred to another set of
accounts. When a transaction transfers an equal sum from accounts to other accounts, that transaction is
said to be in balance. In GnuCash, as in double-entry accounting, you want to have all of your
transactions in balance.

Why is this important to you? If all of your transactions are in balance, then your money is all accounted
for. GnuCash has a record of where that money came from and where it was used. By storing the names
of all accounts involved in each transaction, you provide data that can be sorted and viewed in report form
later. Reports allow you to see things like how much money you made for the year and where it all went,
what your net worth is, and what your taxes might be for the year. The more information you provide
when entering transactions, the more detailed your reports will be.

Accounting Terminology

Accountants use the terms debit and credit to describe whether money is being transferred fo or from an
account. Money is recorded in the debit column, which is always the left column, when it is being
transferred 7o an account. Money is recorded in the credit column, which is always the right column,
when it is being transferred from an account. Money always flows from the right column of one account
to the left column of another account.

The main rule of accounting is this: For every transaction, total debits must equal total credits. This is
just another way of repeating the double entry rule, that for each transaction, the amount of money
transferred from accounts must equal the amount transferred fo other accounts

You don't have to use the terms debit and credit to use GnuCash, however. GnuCash account registers
default to common column headings such as deposit and withdrawal - if you are more comfortable with
those headings, use them. If you prefer the credit and debit headings, you can change the column
headings to use accounting labels from the menu item Edit -> Preferences General (see section 2.5 for
more detail on setting preferences).

The GnuCash Interface

The very first time you open GnuCash, you will see the Welcome to GnuCash! dialog. From there,
GnuCash provides other tools to help you easily find what you are looking for. Let's take a look at some
of the common screens and dialog boxes you will see.



Create a new set of accounts

The New Account Hierarchy Setup druid allows you to create several accounts at once. When you open
GnuCash the first time, you will get this dialog:

This druid will help you create a set of GhuCash
accounts for your assets (such as investments,
checking or savings accounts), liahilities (such
as loans) and different kinds of income and
expenses you might have.

Click 'Cancel' if you do not wish to create any
nesy accaunts now.

<] Back = Mext & Cancel

This image shows the first screen of the New Account Hierarchy Setup Druid.

Click Next and follow the instructions provided in the dialog. The dialog provides a default set of
accounts with predefined account types, and you simply select the accounts you want. For more
information on account types, see section 3.2.

If you intend to import your data from another program and you want to keep the same account names
you used in that program, you may want to delay setting up default accounts at this time. You can simply

import the data and the account names into GnuCash from the other program (Section 2.7 explains how to
do this).

Tip of the Day

GnuCash provides a Tip of the Day dialog to give helpful hints for using the program:

Tip of the Day:

The GnuCash developers are easy to contact. As well
as several mailing lists, wou can chat to them live on IRCI
Join them on #gnucash at irc.gnome.org

Dizplay this dialog nest time

< Frey = Mext ¥ Close

This image shows the Tip of the Day.



These tips provide useful information for beginning users. To view more of the tips, click Next to
continue. If you do not wish to see this dialog box on startup, deselect the box next to Display this dialog
next time. When you have finished viewing the helpful tips, click Close to close the Tip dialog.

Account Tree Window

You should now see the Accounts window, which appears as shown below. The exact layout of the
account tree will depend on which default accounts you selected during the New Account Hierarchy
Setup. In this example, the "Simple Checkbook" accounts are shown.
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This image shows the Accounts window.

The Account Tree window provides an overview of the data contained in the current file. It contains a list
of account names and their current balances. From this window, you can open any of the accounts. The
individual account windows are called account registers. GnuCash allows you to have as many account
registers open as you wish.

At the top of this window is the title bar, which displays the file name (once you have saved the file.)
Below that is the menu bar. You can access the menu options by either clicking on these menu headings
or by using shortcut key combinations, covered later in this chapter. Next is the tool bar, which contains
buttons for the most common functions. Below that is the status bar, which tells you information about
what you own (Net Assets) and how much money you have made (Profits).

The account tree appears below the status bar. Once you have started creating accounts, the account
names will appear in the account tree. You can customize which headings show up by using the Options
button.

Account Register Window

The Account Register windows are used to enter and edit your account data. As the name suggests, they
look similar to a checkbook register. When you double-click an account name in the Accounts window,
the Register window for that account will open.
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This image shows The Checking Account - Register with several transactions.

Chapter 4 explains more about account register windows and how to enter data into them. For now, note
that the parts of an account register window are similar to the parts of the account tree window described
earlier. The title bar at the top contains the account name. Below that, the menu bar contains menu
options related to the account register. Tool bar buttons simplify common data entry functions. The status
bar appears below the tool bar, and it displays four types of account balances covered in Chapter 4. At the
bottom of the account register window, information appears about the current location of the cursor.

Tool Bar Buttons

Both the account tree window and the account register window contain tool bar buttons. These buttons
provide quick access to common functions such as Save and Open in the account tree window and Record
and Delete in the account register window. If you are not sure what a button does, move the mouse
pointer over that button, and you should see a description of the function appear.

Here is a summary of the account tree window buttons:
® Save - Use this function often to save the current file to disk.
® Close - Use this function to close the current notebook page.

® Open, Edit, New and Delete - These are functions related to accounts. They are discussed in
Chapter 3.

® Options - This button edits the account view options.
® Exit - Closes your GnuCash session.

Register buttons are discussed in Chapter 4.

Menu Items

The account tree window and the account register window both contain menu headings in a menu bar.
Clicking on a menu heading brings up the menu items for that heading.

You can click on the account tree menu headings and then move the mouse pointer over the menu items
to see what they do. As the pointer moves over a menu item, a description of the item appears in the lower
left-hand corner of the window. To select a menu item, click on it.

You can also access the most common menu items in a window by right-clicking the mouse anywhere in
that window. In the account tree window, this will bring up a list of account items. In the account register
window, this will bring up a list of transaction items.



Other ways of accessing menu items are through keyboard shortcuts, described next.

Menu Shortcuts

Most of the menu items have keyboard shortcuts, and these are marked by underlined characters in the
menu names. Pressing the Alt key with the underlined character in the menu heading will bring up the
menu items for that heading. Once the menu items are displayed, type the underlined character in the
menu item to activate it. For example, typing Alt-F in the main window brings up the File menu, then
typing S will save the file. A few of the menu items use Ctrl key and function (for example F3 to open a
new file) key shortcuts as well, and these are listed next to the items.

GnuCash, as a Gnome application, also allows you to define your own menu shortcuts. To define a
shortcut, click on the menu header and move the mouse pointer over the menu item. While the menu item
is highlighted, press a key or key combination to set the shortcut. You should now see your shortcut
choice next to the item in the menu. To delete a shortcut, press the Delete key while the menu item is
highlighted.

Setting Preferences

GnuCash allows you to customize your session by setting several preference options. From the menu
select Edit -> Preferences, then make your desired changes using the list of items shown on the left. Once
you have finished making your preference changes, select Apply or OK to apply the changes to your
session. (Selecting Apply applies the changes while leaving the Preferences window still open. Selecting
OK applies the changes and closes the Preferences window.) At any time, you can click on the Default
button to return the options to the default preference setting.

Accounts

The Accounts item lets you set the following options:

® Account Separator - The account separator is the character that separates a parent account from its
sub-account, for example Ultilities:Electric. The default is a :(Colon), but you can also select
/(Slash), \(Backslash), -(Dash) or .(Period). Parent accounts and sub-accounts are discussed in
section 3.4

® Reversed-balance accounts types - This option lets you determine whether account balances will
display as positive or negative numbers:

o None shows all credit balances as negative and all debit balances as positive. (See
Accounting Terminology note in this chapter for more information on debits and credits.)

o Credit Accounts (default) displays a positive balance for account types that would
normally carry a credit balance (income, credit, liability, equity). See Chapter 3 for more
information on these account types.

o Income & Expense assigns a positive credit balance to income account balances and a
negative debit balance to expense account balances. See Chapter 3 for more information on
these account types.

® Use accounting labels - Select this option if you want column headings to refer to debits and
credits instead of the default informal headings. (See Accounting Terminology note in this chapter
for more information on debits and credits.)

Business

The Business item lets you set the following options:

® Number of Rows - Lets you select the default number of register rows to display in invoices, bills



and expense vouchers.

Invoice (or Bill) Tax Included? - Determines whether taxes specified in the Tax Table are already
included in the value of the item. Set this if you're in a locale (like Australia) where the taxes (e.g.
GST) is included in the price of your goods. In the US, where the tax is added to the value, you do
not want to set Tax Included.

Notify Bills Due? - Lets you set whether you want to be notified of when a bill is soon to be due.
If selected, you can specify the number of days in advance to notify with the Bills Due Days:
option.

General

In General, you will see the default settings shown here:
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This image shows the GnuCash Preferences dialog where the options of how GnuCash looks and acts are
setup.
® Show Advanced Settings - When this is selected, GnuCash displays the Advanced item in the
GnuCash Preferences dialog. You must click on "Apply" before the advanced page will be
displayed.
® Tool Bar Buttons - Select whether to display icons, text, or both on the tool bar.
e Display "Tip of the Day" - You can turn on or off the option to display the “Tip of the Day” dialog
on startup.
® Display negative amounts in red - If you turn off this option, GnuCash will display negative
numbers in black.
® Automatic Decimal Point - This option will automatically insert a decimal point into numbers you
type in.
® Auto Decimal Places - If you select the Automatic Decimal Point option, this option allows you to
set the number of decimal places to be used.
® No account list setup on new file - This option turns off the display of the New Account Hierarchy
Setup druid when File -> New File is selected.
® Days to retain log files - This option deletes log files (and backup files) after the number of days
set here.
® Use file compression - This option determines whether the GnuCash data file will be compressed



or not.

International

The International preferences item allows you to control the country specific behavior of GnuCash.

Date Format - This item controls the appearance of the date. The available options are US, UK,
Europe, ISO, and Locale. Choosing "Locale" will automatically determine the date format based
on your operating system settings.

New Account Default Currency - This item determines which currency will be selected by default
when creating new accounts.

Default Report Currency - This item determines which currency will be used by default when
creating reports.

Use 24-hour time format - This item toggles the use of 24 hour time format.

Enable Euro support - If selected, enables support for the European Union EURO currency.

On-line Banking

The On-line Banking & Importing item contains only one option, QIF Verbose Documentation. The first
time you use the importer (discussed later in this chapter), you may notice that the importer has detailed
instructions on how to import a file. Once you have become familiar with using the importer, you might
want to turn off this option. Turning off the option gives you less detail in the importer dialogs.

Reconcile

The Reconcile preferences item affects the behavior of GnuCash when reconciling accounts. More
information about reconciling accounts can be found in "Chapter 4: Entering Transactions" of this guide.

Automatic interest transfer - If selected, prior to reconciling an account which charges or pays
interest, prompt the user to enter a transaction for the interest charge or payment. Currently only
enabled for Bank, Credit, Mutual, Asset, Receivable, Payable, and Liability accounts.

Automatic credit card payments - If selected, after reconciling a credit card statement, prompt the
user to enter a credit card payment.

® Check off cleared transactions - If selected, automatically check off cleared transactions when

reconciling.

Register

The Register preferences item affects the behavior of the transaction register windows. More information
about the transaction register can be found in "Chapter 4: Entering Transactions" of this guide.

® Default Register Style - you can choose from 3 different styles for register windows, Basic Ledger

(default), Auto-Split Ledger, and Transaction Journal. The basic style is a standard one-line
register where everything appears on a single line. The auto-split style is similar to the basic style
except that the current transaction is split-expanded. The journal style has every transaction split-
expanded.

Double Line Mode - If selected, show two lines of information for each transaction instead of one.

'Enter' moves to blank transaction - If selected, move to the blank transaction after the user presses
'enter', otherwise move down on row.

Confirm before changing reconciled - If selected, use a dialog to confirm a change to a reconciled
transaction.



® Register font: - The font to use in the transaction register window.

® Register hint font: - The font to use to show hints in the transaction register window.

Register Colors

The Register Colors preferences item changes the appearance of the register window. To change the color
of one of the items listed, simply click on the color box and choose the new color. More information
about the transaction register can be found in "Chapter 4: Entering Transactions" of this guide.

If selected, the item Double mode colors alternate with transactions configures the register window to
alternate between the primary and secondary colors with each transaction, instead of each row.

Scheduled Transactions

The Scheduled Transactions preferences item affects the behavior of GnuCash for scheduling
transactions. More information about scheduled transactions can be found in "Chapter 4: Entering
Transactions" of this guide.

® Run on GnuCash start - If selected, the "Since-Last-Run" window will appear on GnuCash startup.

® Auto-Create new Scheduled Transactions by default - If selected, new Scheduled Transactions
will have the 'Auto Create' flag set by default.

® Notify on new, auto-created Scheduled Transactions - If selected, new Scheduled Transactions
will have the 'Auto Create' flag set to 'Notify' by default.

® Default number of days in advance to create - The default number of days in advance to create
new Scheduled Transactions.

® Decfault number of days in advance to remind - The default nubbier of days in advance to remind
on new Scheduled Transactions.

® Template Register Lines: - Number of lines in the template register to display.

Getting Help

GnuCash offers help in many ways. We have already covered the Tip of the Day dialog that gives you
helpful hints upon startup of your GnuCash session. GnuCash also offers an extensive help manual.

Help Manual

Once you have opened GnuCash, you will see the Account Tree window Help menu heading, which
opens the on-line manual. The on-line manual is organized by topic, and you can expand each topic into
its subtopics.

Topics are listed on the left side. To select a topic or subtopic, click on it, and you should see the text for
that topic appear on the right. Use the Back and Forward buttons to navigate through your topic choices,
and print any text using the Print button.

Web Access

The GnuCash Help window also acts as a simple web browser, so you can pull up a web site for
additional information. You can open any web site under this window by clicking the Open tool bar
button and then typing in the URL. Use the Back, Forward, Reload, Stop, and Print buttons as you would
in a standard browser.

The GnuCash web site contains helpful information about the program and about any updates to it. It also
contains links to the GnuCash mailing lists for developers and users, and you can search the archives of


http://www.gnucash.org/

these mailing lists for discussions on a particular topic. If you don't find the answers you are looking for,
you can post your question to the user list, and someone on the list will attempt to answer you.

Topic Search

The online manual also provides a search function. To search for a particular topic, click the Search tab at
the bottom of the help window and type in your topic in the field provided. Click the Search button to
complete your search. A list of choices should appear in the box below, clicking a choice will bring up its
text on the right.

Creating and Saving Files

If you are using GnuCash for the first time, it will automatically open a new file when you begin. Follow
these steps to save the file under a new name:

1. Choose File -> Save As... from the menu bar or select the Save toolbar button. GnuCash will bring
up this window:
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This image shows the Save dialog.

2. In the text box below Selection type your chosen file name (e.g. gcashdata).
3. Click the OK button to save the file.

If you are keeping track of finances for a single household, you need only one file. But if you are also
tracking business finances or want to keep data separate for some reason, then you will need more than
one file. To create a new file:

1. From the main menu, choose File -> New File.
2. Follow the steps above for saving a file under a new name.

Before ending each GnuCash session, be sure to save your data changes using File -> Save or the Save
toolbar button. In fact, it is a good idea to save your data changes often, since GnuCash does not
permanently record your changes until you save them. To open an existing file, select File -> Open and
choose your file from the list.



Importing QIF Files

Note

This section tells you how to initially import data from other financial programs that use
QIF (Quicken® Interchange Format). Section 11.5 addresses importing QIF data from
online bank statements.

To import data from Quicken®, MS Money, or other programs that use QIF(Quicken® Interchange
Format), you must first export your data to a QIF file. One way to do this is to export each account as a
separate QIF file. An easier way, available in Quicken® 98 and beyond, is to export all accounts at once
into a single QIF file. Check your program's manual to determine if this option is available.

Once your data is in QIF form, follow the easy 3-step import process described below. Before you get
started, though, please note that part of the import process involves checking for duplicate transactions, so
it is very important that you load a// of your QIF files before importing. Duplicate transactions result
when more than one account is involved. For example, if one of your transactions transferred money from
savings to checking, you would end up with this same transaction recorded twice - once in the savings
account and once in the checking account.

To import QIF files:
1. Load all of the QIF files containing data you wish to import.

To do this, select File -> Import -> Import QIF... from the menu. When the QIF Import dialog box

appears, click Next and follow the instructions to guide you through the process of loading your
files.

GrnuCash can import financial data from QIF (GQuicken
Interchange Format) files written by Guicken/GuickBooks,
hS Money, Moneydance, and many other programs.

The import process has several steps. Your GnuCash
accounts will not be changed until you click "Finish"
at the end of the process.

Click "Mext" to start loading your GQIF data, or "Cancel"
to abort the process.

] Back B Mext M Cancel

This image shows the start of the QIF Import Druid.

You will be prompted for a filename to load. Use the Select button to select your QIF file and
click Next to load it. Once the file is loaded, select Load another file if you have more files to
load. When you have loaded all your QIF files, click Next to continue with the import process.

2. Review the GnuCash accounts to be created.

The importer then matches up your QIF accounts and categories with GnuCash accounts and gives
you a brief description of the matching process. Clicking Next will bring you to a view comparing



your QIF accounts with the corresponding GnuCash accounts created. To change an account
name, select the row containing that account name and edit the name in the dialog box provided.
Click Next when you have finished making changes, and proceed through a similar category
matching process. QIF income and expense categories import as GnuCash income and expense
accounts (see section 3.1 for more on this). Make changes to these account names if necessary,
and click Next to continue.

Note

If you are not sure what changes are needed, it is safe to accept the GnuCash account
names. It is easy to edit the accounts later if you find you need to make a change.

From the drop-down list, select a standard currency to be used for imported accounts and click
Next to continue. If you have stocks, mutual funds, or other securities, you will be prompted for
additional information. The importer dialog will ask for the exchange or listing (i.e. NASDAQ),
the security's full name, and the ticker symbol. If you do not have this information handy, you can
edit the account information later, once the import is complete. Click Next to continue.

3. Tell GnuCash to import the data.

The last step is the import. Once you have verified your account names and investment
information, click Finish in the Update your GnuCash accounts page to complete the import
process. Depending upon the size of your file, the import might take a few minutes to complete, so
a progress bar displays the percentage finished. When the import process is complete, GnuCash
will return you to the main window, which should now display the names of the accounts you
imported.

Backing Up and Recovering Data

GnuCash creates several types of files to help ensure that your data is not lost. You may see files with the
following file extensions: xac, log, LCK, LNK in the same directory as your principal data file. What
each of these files does is presented below.

Backup file (.xac)

Each time you save your data file, a backup copy will also be saved with the extension xac. This backup
file is a complete copy of your previous data file, and the filename format refers to the data file, year,
month, day and time of the backup. For example, the filename gcashdata.20010404185747.xac
indicates this is a backup copy of the file gcashdata saved in the year 2001, April 4, at 6:57:47 p.m.

To restore an old backup file, simply open the .xac file with the date to which you wish to return. Be sure
and save this file with a different file name, do not use a .xac extension for you regular file name.

Log file (.log)

Each time you open a file in GnuCash, a .log is created and saved with the same name format as the .xac
backup files. As you make changes to the open data file, the log file saves only those changes. Log files
are not a full backup of your data file - they simply record changes you have made to the data file in the
current GnuCash session.

In case you exit GnuCash inadvertently, possibly due to a power outage or a system wide crash, it is
possible to recover most of your work since the last time you saved your GnuCash file using this log file.
This is the procedure:

® Open the last saved GnuCash file.

® Go to "File" -> "Import" -> "Replay GnuCash .log file" and select the one .log file with the same
date as the saved file you just opened. Make sure that you picked the right .log file, or you will



possibly wreck havoc in your accounts.

Log replaying will recover any transaction affecting the balance entered since the last save, including
those created from scheduled transactions and business features (invoices, bills, etc.).

Note

Warning: Changes to the scheduled transactions, invoices of bills themselves are NOT
recovered, and their transactions that were recovered may not be properly associated with
them, and should thus be double-checked. Especially for business transactions, you may
have to delete and re-create some of them. If you do not, although the balance will be
correct, some reports may not.

Lock files (LNK and .LCK)

You may occasionally see .LNK and .LCK files appear. These do not store any data, but they are created
to prevent more than one user from opening the same file at the same time. These files are automatically
created when you open the file, to lock it so no one else can access it. When you close your GnuCash
session or open another file, GnuCash unlocks the first data file by deleting the LCK and LNK files.

If GnuCash crashes while you have a data file open, the LCK and LNK files are not deleted. The next
time you try to open GnuCash, you will get a warning message that the file is locked. The warning
message appears because the LNK and LCK files are still in your directory. It is safe to choose Yes to
open the file, but you should delete the .LNK and .LCK files (using a terminal window or your file
manager.) Once those files are deleted, you will not get the warning message again unless GnuCash
crashes.

File Management

So which files should you keep around? Keep your main data file, of course - data files do not have an
automatic file extension. It's a good idea to keep some of the more recent .xac files, but you can safely
delete the .log files since they are not complete copies of your data. You should also delete any .LCK and
.LNK files that you see after closing GnuCash. If you decide to manually back up your data file to another
disk, you only need to back up the main data file - not the .xac files.

Note

GnuCash will automatically delete any .xac, .log files that are older than 30 days. You can
change this behavior in the GnuCash preferences.

Putting It All Together

Note

This section begins a tutorial that will continue throughout this book. At the end of each
chapter, you will see a Putting It All Together section that walks you through examples to
illustrate concepts discussed in that section. Each Putting It All Together section builds on
the previous one, so be sure to save your file for easy access.

Let's get started!

1. First, let's create a file to store your real data. Open GnuCash and go through the New Account
Hierarchy Setup dialog. You will create a file and accounts to be used for your home finances, so
choose the accounts that pertain to you. If you are not sure what accounts you will need, click the
Select All option to create all of the accounts provided. When you have completed the setup, save



this file with a filename you want to use for your home data.

2. Next, create a file to store test data. This is the file that will be used in the tutorials throughout this
manual. Click File -> New to create a new file, and name it gcashdata. Your main window
should now look something like this:

File Edit Miew Actions Business Repords Tools  Windows  Help
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Sawve  Close Cpen Edit Oiptions Mew  Delete Exit
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This image shows the Account Tree window with a set of accounts loaded from the druid.

3. Now, adjust some preferences in the account tree window. Select Edit -> Preferences -> General
and change the tool bar buttons so that they display only text, not icons. Click Apply and look at
the tool bar buttons in the main window. Return to the Preferences dialog and change the tool bar
buttons back to the default setting by clicking Default. From the tool bar, select Options and select
the “Type” item in the Account Fields to display option. The main window should now look like
this:
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This image shows the effect of changing the display options.
Save your file.

4. If you plan to import QIF data from another program, let's try a practice file first. (If not, skip to
the next chapter on account setup.) First, create a new file called gcashimport. From the main
menu, select File -> Import -> Import QIF... to start the import. When you are prompted for a
filename, select (???GnuCash should have a sample QIF file available for this tutorial - can that be
done easily?) Load the file and look at the results of the account match. Complete the import and
take a look at the results. The main window should now look like this: (?Insert a screen shot here
that corresponds to an imported test file) Save your file.

Chapter 3. Accounts
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This chapter will discuss some useful concepts for organizing your accounts. Since GnuCash does not
impose any specific account tree layout, you are free to design your account structure in any manner you
wish. However, there are a few basic accounting concepts which you will probably want to follow when
designing your accounts to maximize their utility.

Basic Accounting Concepts

As we saw in the previous chapter, accounting is based on 5 basic account types: Assets, Liabilities,
Equity, Income and Expenses. We will now expand on our understanding of these account types, and
show how they are represented in GnuCash. But first, let's divide them into 2 groups, the balance sheet
accounts and the income and expense accounts.

Balance Sheet Accounts

The three so-called Balance Sheet Accounts are Assets, Liabilities, and Equity. Balance Sheet Accounts
are used to track the changes in value of things you own or owe.

Assets is the group of things that you own. Your assets could include a car, cash, a house, stocks, or
anything else that has convertible value. Convertible value means that theoretically you could sell the
item for cash.

Liabilities is the group of things on which you owe money. Your liabilities could include a car loan, a
student loan, a mortgage, your investment margin account, or anything else which you must pay back at
some time.

Equity is the same as "net worth." It represents what is left over after you subtract your liabilities from
your assets. It can be thought of as the portion of your assets that you own outright, without any debt.

Income and Expense Accounts

The two Income and Expense Accounts are used to increase or decrease the value of your accounts. Thus,
while the balance sheet accounts simply #rack the value of the things you own or owe, income and
expense accounts allow you to change the value of these accounts.

Income is the payment you receive for your time, services you provide, or the use of your money. When
you receive a paycheck, for example, that check is a payment for labor you provided to an employer.
Other examples of income include commissions, tips, dividend income from stocks, and interest income
from bank accounts. Income will always increase the value of your Assets and thus your Equity.

Expenses refer to money you spend to purchase goods or services provided by someone else. Examples of
expenses are a meal at a restaurant, rent, groceries, gas for your car, or tickets to see a play. Expenses will
always decrease your Equity. If you pay for the expense immediately, you will decrease your Assets,
whereas if you pay for the expense on credit you increase your Liabilities.

GnuCash Accounts

This section will show how the GnuCash definition of an account fits into the view of the 5 basic



accounting types.

But first, let's begin with a definition of an account in GnuCash. A GnuCash account is an entity which
contains other sub-accounts, or that contains transactions. Since an account can contain other accounts,
you often see account trees in GnuCash, in which logically associated accounts reside within a common
parent account.

A GnuCash account must have a unique name (that you assign) and one of the predefined GnuCash
"account types". There are a total of 13 account types in GnuCash. These 13 account types are based on
the 5 basic accounting types, the reason there are more GnuCash account types than basic accounting
types is that this allows GnuCash to perform specialized tracking and handling of certain accounts. There
are 7 asset accounts (Cash, Bank, Stock, Mutual Fund, Currency, Accounts Receivable, and Asset ), 3
liability accounts (Credit Card, Accounts Payable, and Liability, ), 1 equity account (Equity), 1 income
account (Income), and 1 expense account (Expense).

These GnuCash account types are presented in more detail below.

Balance Sheet Accounts

The first balance sheet account we will examine is Assets, which, as you remember from the previous
section, refers to things you own.

To help you organize your asset accounts and to simplify transaction entry, GnuCash supports several
types of asset accounts:

1. Cash Use this account to track the money you have on hand, in your wallet, in your piggy bank,
under your mattress, or wherever you choose to keep it handy. This is the most liquid, or easily
traded, type of asset.

2. Bank This account is used to track your cash balance that you keep in institutions such as banks,
credit unions, savings and loan, or brokerage firms - wherever someone else safeguards your
money. This is the second most /iquid type of account, because you can easily convert it to cash
on hand.

3. Stock Track your individual stocks and bonds using this type of account. The stock account's
register provides extra columns for entering number of shares and price of your investment. With
these types of assets, you may not be able to easily convert them to cash unless you can find a
buyer, and you are not guaranteed to get the same amount of cash you paid for them.

4. Mutual Fund This is similar to the stock account, except that it is used to track funds. Its account
register provides the same extra columns for entering share and price information. Funds represent
ownership shares of a variety of investments, and like stocks they do not offer any guaranteed
cash value.

5. Currency If you trade other currencies as investments, you can use this type of account to keep
track of them. The register is similar to the stock register, except that you enter exchange rates
instead of prices.

6. Accounts Receivable (A/Receivable) This is typically a business use only account in which you
place outstanding debts owed to you. It is considered an asset because you should be able to count
in these funds arriving.

7. Asset For personal finances, use this type of account to track "big-ticket" item purchases that
significantly impact your net worth. Generally, you can think of these as things you insure, such
as a house, vehicles, jewelry, and other expensive belongings.

Tip

For all GnuCash asset accounts, a debit (left-column value entry) increases the account
balance and a credit (right-column value entry) decreases the balance. (See note later in
this chapter.)



The second balance sheet account is Liabilities, which as you recall, refers to what you owe, money you
have borrowed and are obligated to pay back some day. These represent the rights of your lenders to
obtain repayment from you. Tracking the liability balances lets you know how much debt you have at a
given point in time.

GnuCash offers three liability account types:

1.

Credit Card Use this to track your credit card receipts and reconcile your credit card statements.
Credit cards represent a short-term loan that you are obligated to repay to the credit card company.
This type of account can also be used for other short-term loans such as a line of credit from your
bank.

Accounts Payable (A/Payable) This is typically a business use only account in which you place
bills you have yet to pay.

Liability Use this type of account for all other loans, generally larger long-term loans such as a
mortgage or vehicle loan. This account can help you keep track of how much you owe and how
much you have already repaid.

Tip
Liabilities in accounting act in an opposite manner from assets: credits (right-column value

entries) increase liability account balances and debits (left-column value entries) decrease
them. (See note later in this chapter)

The final balance sheet account is Equity, which is synonymous with "net worth". It represents what is
left over after you subtract your liabilities from your assets, so it is the portion of your assets that you own
outright, without any debt. In GnuCash, use this type of account as the source of your opening bank
balances, because these balances represent your beginning net worth.

There is only a single GnuCash equity account, called naturally enough, Equity.

Tip

In equity accounts, credits increase account balances and debits decrease them. (See note
later in this chapter)

Note

The accounting equation that links balance-sheet accounts is Assets = Liabilities + Equity
or rearranged Assets - Liabilities = Equity. So, in common terms, the things you own
minus the things you owe equals your net worth.

Income and Expense Accounts

Income is the payment you receive for your time, services you provide, or the use of your money. In
GnuCash, use an Income type account to track these.

Tip

Credits increase income account balances and debits decrease them. As described in
Chapter 2, credits represent money transferred from an account. So in these special income
accounts, when you transfer money from (credit) the income account to another account,
the balance of the income account increases. For example, when you deposit a paycheck
and record the transaction as a transfer from an income account to a bank account, the
balances of both accounts increase.

Expenses refer to money you spend to purchase goods or services provided by someone else. In GnuCash,



use an Expense type account to track your expenses.
Tip

Debits increase expense account balances and credits decrease them. (See note later in this
chapter.)

Note

When you subtract total expenses from total income for a time period, you get net income.
This net income is then added to the balance sheet as retained earnings, which is a type of
Equity account. (Insert a chart that shows common accounts and recommended account
types for these)

More on Debits and Credits

Remember the terms debit and credit discussed in Chapter 2? Contrary to popular belief and even some
dictionary definitions, accounting debits and credits do not mean decrease and increase. The only constant
definition of debits and credits is that debits are left-column entries and credits are right-column entries.
In fact, debits and credits each increase certain types of accounts and decrease others. In asset and
expense type accounts, debits increase the balance and credits decrease the balance. In liability, equity
and income type accounts, credits increase the balance and debits decrease the balance.

For example, debits increase your bank account balance and credits decrease your bank account balance.
Wait a minute, you might say, a debit card decreases the balance in my checking account, because I take

money out of it. And when the bank gives me money back on something, they credit my account. So why
is this reversed in accounting?

Banks report transactions from their perspective, not yours. Their perspective is exactly opposite to yours.
To you, your bank account represents an asset, something you own. To the bank, your bank account
represents a loan, or liability, because they owe you that money. As explained in this chapter, asset and
liability accounts are exact opposites in the way they behave. In a liability account, debits decrease the
balance and credits increase the balance.

When you take money out of your bank account, the balance in your account decreases. To you, this is a
decrease in an asset, so you credit your bank account. To the bank, this is a decrease in a liability, so they
debit your bank account.

Putting It All Together

Let's go through the process of building a common personal finance chart of accounts using the
information we have learned from this chapter. A chart of accounts is simply a new GnuCash file in
which you groups your accounts to track your finances. In building this chart of accounts, the first task is
to divide the items you want to track into the basic account types of accounting. This is fairly simple, let's
go through an example.

Simple Example

Let us assume you have a checking and a savings account at a bank, and are employed and thus receive a
paycheck. You have a credit card (Visa), and you pay monthly utilities in the form of rent, phone, and
electricity. Naturally, you also need to buy groceries. For now, we will not worry about how much money
you have in the bank, how much you owe on the credit card, etc. We want to simply build the framework
for this chart of accounts.

Your assets would be the bank savings and checking account. Your liabilities are the credit card. Your
Equity would be the starting values of your bank accounts and credit card (we do not have those amounts
yet, but we know they exist). You have income in the form of a salary, and expenses in the form of



groceries, rent, electricity, phone, and taxes (Federal, Social Security, Medicare) on your salary. Simple,
isn't it?

The Basic Top Level Accounts

Now, we must decide how you want to group these accounts. Most likely, you want your assets groups
together, your liabilities grouped together, your Equity grouped together, your income grouped together,
and your expenses grouped together. This is the most common way of building a GnuCash chart of
accounts, and it is highly recommended that you always begin this way.

Start with a clean GnuCash file (do not select any predefined accounts) and build this basic starting
account structure (File -> New Account...).

1. Account name Assets (account type Assets, parent account New top level account)
Account name Liabilities (account type Liabilities, parent account New top level account)
Account name Equity (account type Equity, parent account New top level account)

Account name Income (account type Income, parent account New top level account)

w ok w N

Account name Expenses (account type Expenses, parent account New top level account)
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This image shows the basic top-level accounts.

Making Sub-Accounts

We can now add to this basic top-level tree structure by inserting some real transaction-holding sub-
accounts. Notice that the tax accounts are placed within a sub-account named "Taxes". You can make
sub-accounts within sub-accounts. This is typically done with a group of related accounts (such as tax
accounts in this example).

1. Account name Checking (account type Bank, parent account Asset)
Account name Savings (account type Bank, parent account Asset)

Account name Visa (account type Credit Card, parent account Liabilities)
Account name Salary (account type Income, parent account Income)
Account name Phone (account type Expenses, parent account Expenses)
Account name Electricity (account type Expenses, parent account Expenses)
Account name Rent (account type Expenses, parent account Expenses)

Account name Groceries (account type Expenses, parent account Expenses)

A A A R e T

Account name Taxes (account type Expenses, parent account Expenses)

10. Account name Federal (account type Expenses, parent account Expenses:Taxes)



11. Account name Social Security (account type Expenses, parent account Expenses:Taxes)
12. Account name Medicare (account type Expenses, parent account Expenses:Taxes)

13. Account name Starting Balances (account type Equity, parent account Equity)
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This image shows a simple chart of accounts.
Save this chart of accounts somewhere, as we will continue to use it in the later chapters.

You have now created a chart of accounts to track a simple household budget. With this basic framework
in place, we can now begin to populate the accounts with transactions. The next chapter will cover this
subject in greater detail.

Chapter 4. Transactions
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This chapter will give you the basic information you need to understand and use transactions in GnuCash.



Whereas accounts are the framework and structure of a chart of accounts, transactions are the data which
fills each account.

Basic Concepts

A transaction in a double entry accounting system such as GnuCash is an exchange between at least 2
accounts. Thus, a single transaction must always consist of at least two parts, a "from" and a "to" account.
The "from" account is passing value to the "to" account. Accountants call these parts of a transaction
Ledger Entries. In GnuCash, they are called Splits.

For example, you receive a paycheck and deposit it into your savings account at the bank. The
transaction that occurs is that your bank savings account (an asset) received money from your income
account. Two accounts are affected, and in this case there is a net increase in your equity.

Working with transactions in GnuCash is performed using what is known as the account register. Every
account you create has an account register. It will appear familiar to you as it looks very similar to the log
used to track checkbooks.

The Account Register

The account register is the GnuCash window which allows you to view or edit preexisting transactions,
or add new transactions for a particular account. To enter the account register, simply highlight the
account name in the account tree window and double-click to open it. You can also click the Open button
in the tool bar or use the right mouse button menu to open the account. GnuCash will display the account
register window.

Simple Transaction

For example, starting with the chart of accounts we created in the previous chapter, double click on the
checking asset account. Let's add a simple transaction to the checking account. When you first create your
accounts in GnuCash, it is common to start them off with an initial balance.

In the first transaction row, enter a date (eg: June 1, 2003), a description (eg: "Opening Balance"), click
on the Transfer pop-up menu and select Equity:Starting Balances, add a deposit value of $1000, and press
the Enter key. The account register should now appear similar to this figure:
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This image shows Asset:Checking - Register after inserting a starting value transaction.

Setting the starting balances of an account is an example of a simple two account transaction. In this case,
affecting the Asset:Checking and the Equity:Starting Balances accounts.

As another example of a simple 2 account transaction, add another transaction to describe the purchase of
$45.21 worth of groceries. From within the Asset:Checking account, you would set Transfer to
Expenses:Groceries. The account register should now appear:



File Edit Miew Actions Repors Tools  Help

x & @& B 9w 9 & ©

Close Enter Cancel  Delete Duplicate Schedule Split Blank.
Present: $354.75  Future: $354.73  Cleared: $0.00  Reconciled: $0.00  Projected Mir

Hurm [ Description | Transfer|H| Depusit|Withdrawal| Elalance| -
Cpening Balance Equity:Qpening Balances n 1,000.00 1,000.00
Grocery Store Expenses:Groceries n 4521 95479

1l »

[¢] | E

kMonday 01 September 2003

This image shows Asset:Checking - Register after adding a transaction for groceries.

Split Transaction

The need for 3 or more account transactions occurs when you need to split either the "from" or the "to"
account in a transaction into multiple accounts. The classic example of this is when you receive a
paycheck. Your take home pay from a paycheck will typically be less than your net pay, with the
difference being due to taxes, retirement account payments, and/or other items. Thus, the single
transaction of you receiving a paycheck involves other accounts besides simply Assets:Checking and
Income:Salary.

To add a paycheck transaction from the Assets:Checking account register window, click on a new
transaction line, and click on Split. First enter the description of this transaction on the first line (eg:
"Employers R Us"). In the "split" line below this, the the gross total of your paycheck (eg: $1000) as a
withdrawal transfer from Income:Salary. Now, individually insert deposits to Asset:Checking (eg: $670),
Expenses:Taxes:Federal (eg: $180), Expenses:Taxes:Medicare (eg: $90), and Expenses:Taxes:Social
Security (eg: $60). The final split should look like this:
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This image shows Asset:Checking - Register after adding a split transaction for salary.

Features of the Account Register

The title bar of the account register displays the account name, which in this case is Asset:Checking.
Below the title bar, the menu bar displays the menu items available within the account register, and the



tool bar contains handy buttons that help you work with the account register.

Although each transaction has at least two splits, all you see in the basic register is a summary of the
splits affecting the current account. In the Transfer column, you can see the other account from which
money is transferred into or out of this account. If the transaction affects more than two accounts,
GnuCash displays -- Split Transaction -- to show it is a multiple-split transaction. You can see the
individual splits of each transaction by clicking the Split button in the tool bar while selecting the
appropriate transaction.

For split transactions, the first line of the transaction is the transaction line. It contains a Date, optional
Num (such as a check number), transaction Description, total amount affecting the current account (Tot
Deposit here), and updated account Balance after the current transaction. Note that in the expanded view,
the Transfer column heading disappears, and there is no account name listed in that field. This line shows
you only a summary of the transaction's effect on the current account. For more detailed information, you
need to look at the individual splits that make up the transaction.

The partial lines below the transaction line are the split lines, and they are separated by gray lines. As you
highlight one of the split lines, the column headings change to show the split-related fields:
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This image shows how split headings change.

Each split contains an optional Action, or type of split, which you can either type in or choose from a
pull-down list. The split also contains an optional Memo which describes the split. Each split affects an
Account, which can be selected from a pull-down list of your accounts. The R field indicates whether the
split has been reconciled. The last two columns show the amount of the split and whether money is
coming into or going out of the account.

As we discussed in section 2.1, total debits (left-column entries) must equal total credits (right-column
entries) for each transaction. In the example shown above, the total debits equal the total credits, so this
transaction is balanced. If you notice, the transaction line contains the same debit amount as the Checking
split line. Why is this shown twice? Because the transaction line is merely a summary of the transaction's
effect on the current account. The same transaction in a different account will have a different transaction
line, one that shows the effect on that particular account. You can see this by highlighting another split
line and clicking the Jump button on the tool bar.

In this example, if you jump to the Income:Salary account, GnuCash brings up the same transaction in the
Income:Salary - Register:



File Edit Miew Actions Repors Tools  Help

x &4 @ B ® 9 | & | ©

Close Enter Cancel  Delete Duplicate Schedule Split Blank.

Present: $1,000.00 Future:$1,000.00 Cleared: $0.00 Reconciled: $0.00 Projected

3 Mum | Description |tCharge|TntIncnme| Ealancel had
i Employers R Lls| 1,000.00 1,000.00
&zzetzChecking dccount n G70.00
Expenses:Taxes:Federal n  160.00
Expenses:Ta<es:Social 3 n 60.00
Expenses:Taxes:hMedicare n 30.00
Income:salary h 1,000.00
i fi ~|
[<] | []

Employers R Us

This image shows a jump to the Income:Salary account.

Note that the transaction line total now summarizes the effect on the Income:Salary account instead of the
Checking Account, because you are looking at the Income:Salary account register. The splits are exactly
the same, but the transaction line now reflects the credit to the Income:Salary account.

At the bottom left of the register window, GnuCash displays helpful messages as you move about the
register. To the right, you can see the current account balance and the total of cleared splits.

Choosing a Register Style

GnuCash offers several options for viewing your registers. The default style is Basic Ledger mode, which
displays only the summary of splits affecting the current account. This is the style that most closely
resembles other popular personal financial packages.

You can choose a different register style by selecting View -> Style from the menu. The Auto-Split
Ledger style expands the current transaction automatically. As you highlight a new transaction in the
register, the transaction automatically expands to show all splits. The Transaction Journal style is more
like an accounting journal, in which all splits are shown for all transactions.

All styles permit you to view your data in either single-line or double-line format. In the View -> Style
menu item, check the box next to Double Line, and you will see your transaction line expand to two
register lines.

Using Entry Shortcuts

GnuCash provides several time-saving shortcuts for entering your data. When you type the first few
characters of a description that you have used before, the QuickFill feature automatically fills in the rest
of the transaction as you last entered it. When you type in the first characters of an account name in either
the Transfer field of the transaction line or the Account field of the split line, QuickFill will automatically
complete the name from your account list. It also helps you with entering sub-accounts in these fields:
simply type the first characters of the parent account name followed by a colon and the first characters of
the sub-account name. For example, to enter Assets:Checking, you might type A: C and let GnuCash fill
in the rest.

Register keyboard shortcuts also save you time, and GnuCash provides several of them. In the date field,
you can type:

® + or = to increment the date and - or _ to decrement the date



® ] or } to increment the month and [ or { to decrement the month
® M or m to enter the first date of the month

® H or h to enter the last date of the month

® Y ory to enter the first date of the year

® R or r to enter the last date of the year

® T or t to enter today's date

In the Num field of the transaction line, you can type + to increment the transaction number from the last
one you typed in. Typing - will decrement the number. This will also work in the Action field of the split
line, if you choose to enter split numbers there. The Action field also supports QuickFill - if you type the
first characters of a common action (such as Deposit), GnuCash will fill in the rest.

In any of the amount fields, you can use a built-in calculator. Simply type in the first value, followed by
+, -, *, or /, then type in the second value. GnuCash will perform the calculation and return the resulting
value to the amount field when you press the Tab key.

Most of the menu items have keyboard shortcuts, and these are marked by underlined characters in the
menu names. Press Alt + [underlined character] to bring up the menu, then select an item by typing its
underlined character. For example, typing Alt-T brings up the Transaction menu, then typing S will split
the transaction. A few of the menu items use Ctrl key shortcuts instead, and these are listed next to the
item.

To move around the register, use these keys to save time:

® Tab to move to the next field, Shift-Tab to move to the previous field

® Home to move to the beginning of the field, End to move to the end of the field

® Enter or | to move to the next transaction, 1 to move to the previous transaction

® Page Up to move up one screen, Page Down to move down one screen

e Shift-Page Up to go to the first transaction, Shift-Page Down to go to the last transaction
In the Reconcile window you can use these keyboard shortcuts:

® Tab moves to the next box and ShiftTab moves to the previous box

® Space bar toggles the status between reconciled and not reconciled

® 7 and | navigate through the entries within the current box

Reconciliation

Transactions are typically checked against bank statements - a process known as "reconciliation".
GnuCash keeps track of the reconciliation status of each transaction.

The reconciliation status of a transaction is shown by the reconciliation (R) field. 'y' indicates that a
transaction has been reconciled, 'n' indicates that it has not, and 'c' indicates that it has been cleared, but
not reconciled. You can toggle the reconciliation status between 'n' and 'c' by clicking in the (R) field; you
can set it to 'y' by using the Reconciliation Window.

At the bottom of the account window, there are two running totals: 'Balance', and 'Cleared'. 'Cleared'
should correspond to how much money the bank thinks you have in your account, while 'Balance'
includes outstanding transactions.

Reconcile Window

The Reconciliation Window is used to reconcile a GnuCash account with a statement that a bank or other
institution has sent you. Reconciliation is useful not only to double-check your records against those of
your bank, but also to get a better idea of outstanding transactions, e.g. uncashed checks.



At the bottom of the account window, there are two running balances: the "cleared and reconciled"
balance, and the "total" balance. The "cleared and reconciled" balance should correspond to how much
money the bank thinks you have in your account, and the "total" balance includes outstanding
transactions.

For example, when you write a check for something, you should enter the transaction into GnuCash. The
reconciliation (R) field of the transaction will initially contain n (new). Your new entry will contribute to
the "total" balance, but not to the "cleared and reconciled" balance. Later, if you think that the check has
been cashed, you might click on the transaction's R field to change it to ¢ (cleared). When you do this, the
"cleared and reconciled" balance will change to include this amount. When the bank statement arrives,
you can then compare it to what you've recorded in GnuCash in the Reconciliation window. There, you
will be able to change the R field to y (reconciled). You cannot reconcile in the register window, you
must use the reconciliation window. Once a transaction has been marked "reconciled", it can no longer be
easily changed.

To use the Reconciliation Windows, select an account from the account tree and click on Actions ->
Reconcile. A window will appear in which you can enter the reconcile information.

Reconcile Information

Statement Date: | 08/03/20035

Staring Balance: $0.00

Ending Balance: |20,168.00]

[]Include Subaccounts

Enter Interest Payment...

QPDK & Cancel

The initial reconcile window.
® Reconcile Info: Statement Date - this is the date of the statement you will be reconciling against.

® Reconcile Info: Starting Balance - this is a non-editable item which displays the balance from the
previous reconciliation. It should match the starting balance in your statement.

® Reconcile Info: Ending Balance - this is the ending balance as it appears in the statement.

® Reconcile Info: Include Sub-accounts - select this if you want to include the sub-accounts of the
currently selected account in this reconciliation.

® [Enter Interest Payment - click here to enter an interest payment to XXX (??).

Click on the Ok button, and you will see the transactions listing reconcile window:
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The transactions listing in the reconcile window.

The two lists called Funds In and Funds Out lists all the unreconciled transactions. The 'R' columns show
whether the transactions have been cleared or reconciled.

Now, examine each item on the bank statement, and look for the matching item in the Reconcile window.

If you cannot find one, then perhaps you forgot to enter a transaction, or did not know that the transaction
had happened. You can use the New button on the tool bar, or the New menu item in the Transaction
menu, to open a register window and enter the missing transaction. The new item will appear in the
Reconcile window when you press enter after entering the transaction.

When you find the item in the Reconcile window, compare the amount in the item to the amount on the
statement. If they disagree, you may have made an error when you entered the transaction in GnuCash.
You can use the Edit button on the tool bar, or the Edit menu item in the Transaction menu, to open a
register window and correct the transaction.

If the amounts agree, click on the item in the Reconcile window. The 'R' column will change to 'y’
(reconciled) from 'n' or 'c'.

You then repeat this for each item that appears on the bank statement, verifying that the amounts match
with the amounts in GnuCash, and marking off transactions in GnuCash as they are reconciled.

At the bottom of the "Reconcile" window is a "Difference" field, which should show $0.00 when you are
done reconciling. If it shows some other value, then either you have missed transactions, or some amounts
may be incorrect in GnuCash. (Or, less likely, the bank may have made an error.)

When you have marked off all the items on the bank statement, and when the difference is $0.00, press
the Finish button on the tool bar or select Finish from the Reconcile menu (the latter method will work
even if your "Difference" isn't $0.00). The Reconcile window will close. In the Register window, the R
field of the reconciled transactions will change to 'y'.

Scheduled Transactions

Scheduled transactions is made to help entering repetitive money operations, like subscriptions,
insurances or taxes. By using scheduled transactions, you only have to enter the concerned transaction
once, set a few parameters like start date, frequency and a little description, and then GnuCash will tell
you whenever a scheduled transaction is ready to create, and create it for you.

In this howto, we'll take a monthly Internet subscription of 20 EUR as example, which is taken on the
first day of each month.

In GnuCash, there are two ways of creating scheduled transactions, from the ledger or from the scheduled
transactions editor.



Creating from the Ledger

Enter the first occurence of your to-schedule transaction in the ledger.

O | my bank account - Register x

File Edit Wiew Actions Repors Tools  Help

X &4 & B 0 9 U OO

Close Enter Cancel  Delete Duplicate Schedule S plit Elank

Present:-ELUR z0.00 Future:-EUR 20.00 Cleared: ELUR 0.00 Reconciled: EUR 0.00

|.ﬁ.|::ti|:|n | kemo |.-‘-‘-.|::|::|:|unt | R |Depnsit| Withdrawal (=
FA2003 Internet subscription 20.00
my bank account n 20.00

| my ISP bank account n | ZIZI.EIEI||

|

I"'\-\.I |.-"
|20.00

Step one creating scheduled transaction from the ledger

Then you right click on your transaction and select "Schedule..."

I_ my bank account - Register x
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Step two creating scheduled transaction from the ledger

A window like this will appear:
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Step three creating scheduled transaction from the ledger

Let's fill the values, we know that the subscription is taken on the first of each month, and the next one is
for next month (since we entered the one for this month manually) :
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Filling in data to a scheduled transaction

Click the OK button, and the transaction will be scheduled. GnuCash now has memorized this scheduled
transaction and on the first of next month, it will pop up a window asking if it should create it (see far
below for a screenshot of this window).

Creating from the Editor

Another way of entering a scheduled transaction is from the Scheduled Transaction Editor, it may be
faster if we have several scheduled transactions to create at once.

From the main accounts windows, go in the Actions menu, select Scheduled Transactions, a submenu will
open in which you'll click Scheduled transaction Editor.
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Step one creating scheduled transaction from the editor

A window like this will pop up :
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Step two creating scheduled transaction from the editor

This window contains a list, now empty, of all the scheduled transactions. Let's create a new one by
clicking on the "New" button, another window will pop up :
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Step three creating scheduled transaction from the editor

This window mays seem complicated but it's fairly eay to understand. First, let's enter a name for this new
scheduled transaction, this name will only identify it in the Scheduled Transaction Editor, it will never
appear in the ledger.

Then we'll enter the transaction's parameters. We know that the subscription is taken on the first day of
each month, so the start date will be Nov 1, 2003 (assuming november is the next month), the frequency
will be "Monthly", it will be taken every month on the 1st.

In the "Options" tab you have three options :

® '"Create automatically" will insert this transaction in the ledger without asking you before (see
below)

® "Create n days in advance" is explicit

® "Remind me n days in advance" is explicit and used for example when you have to pay something
by check, GnuCash can remind you one week before so you send your check before the deadline.

The End tab allows you to tell GnuCash that this scheduled transaction won't last for ever, for example if
you are repaying a loan, you can enter the loan end date.

Since in our example the internet subscription is automatically taken from the account, we have no need
to create it in advance, nor give an end date.



Finally, enter your transaction in the lower part as you would do in the ledger, with the only difference of
having no date.

Note

Warning: don't use the ENTER key like in the ledger, as it will activate the default button
of the whole window : Cancel. Instead, use TAB to go to the next field, and when you
have finished entering your transaction, click on the "Enter" button to validate it.

Note

Note: In the version [ have (1.8.5) the "Debit Formula" and "Credit Formula" are swapped,
so I typed 20 as debit for my bank account, but you'll see below that it will be recorded as
funds in. Look in your version if the bug is still here, and remember that the debit column
is the right one, and the credit the left one.

Now, you should have a window like this:

[ | Edit Scheduled Trans action x

s e | Recurrence Freguency
Last Occurred: (never) | Freguency:  Monthly —
Options Start Date: [ 7/11/2003 /
_l Create Automatically |
; Every |1 ﬁmnnths.
L Motify me when created
_|Create|E—”" days in ady Cnthe 7th —
_| Remind meﬁj‘ days in
End
A Mo End SulMoTuWeTh Fr 5a SuboTuWeTh Fr S5a  SuboTuWeTh Fr S5a
| 1] | 1[2]3] [ [1]E][3]4]5]6
: elal4] 56| F|algd[S|6]F[G[9 0= 7F[&[IN00T0103
v End Date: ?”WZE”:'SJ B0 T2 AT A S 11 2 3 2 o A o B e a2
A 053 ) P e e ) e e s | e e s s el e
Mumber of OCcurrences: [abalerl fpalg| 2SREEr2aede0E]| ReeaEoEi[1]2] s
JCalculatnr...| a1zl 3(4[a|6]| (1[2]3]4[a]6] FlJA[5|6]F[5[9]10
! o 7181 ITONT 25l 8191100111 21 51 At 111 211 3141 SB[ 7
~ Remaining Occurrences: AT4T 5161 181 A0 ST E[ 7181 920[21] NElziz1jzzz5ed
| Pl e e P e O e e s = e s O Pk e = e s S
J Calculatar... R RINRR =5
Template Transaction
& % B g ¥ 7 P &
Enter Cancel  Delete Duplicate Schedule Split Blank Jump
Record the current fransaction [ama |,a,.:.:.;.um | R |Debit |Credit |f
scheduled Internet subscription
my bank account n 20
my |5F account  n 20
| &
[/
= | -
<:90K | 7 Help | ‘ & Cancel

Validate a scheduled transaction from the editor



You have to validate the transaction you just entered, like in the ledger, before clicking the OK button.
Many users reported problems creating scheduled transactions because they were not validating the
template, and the scheduled transaction was not created.

Now click OK, it takes you to the previous window, now with one item in the list :
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Validate a scheduled transaction from the editor

If you click in the calendar part on the first day of one month, a small window, following your mouse,
will show you what is planned for this day.

You can now close the Scheduled Transaction Editor window, and save your work.

From now on, on each first day of month (or the next time you launch GnuCash after this day) a windows
will pop up to remind you to create this transaction :
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Scheduled transaction popup reminder

You can click on the list entry to see the detailed transaction in the lower part, then just click on Next to
advance.

When you click Next, a window summaring all transactions to be created will appear :
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Scheduled transaction summary

In this window you can adjust the transactions that will be created. For example, this month my ISP made



a special offer and my subscription only costed 10EUR, so I just modified the amount from 20 to 10.

When you have finished with this window, just click "Finish". The window will disappear and the
transactions will be created.

Then if you take a look in your bank account, you'll see the transaction has been created :

File Edit Wiew Actions Repors Tools Help

x &4 @& B 9 9 U ©

Close Enter Cancel  Delete Duplicate Schedule Spalit Elank

Present: EUR 20.00 Future: EUR 20.00 Cleared: ELUR 0.00 Reconciled: EUR 0.00

Date|Num Description |Dep|:|sit|WithdrawaI|EIalan|:e| ~
1411/2003 Internet subscription| 10.00 10.00
my bank n 10.00
my ISP n 10.00
711/2003 n
|/
I“—»J |.-"

|Internet subscription

Scheduled transaction created transaction

Putting It All Together

In the previous sections of this chapter the concepts and mechanics of working with transactions in
GnuCash has been discussed. This section will expand upon the chart of accounts initially built in the
previous chapter.

Start by opening your chart of accounts file. Assuming you have been following the progress of this
example chart of accounts, you should have 3 transactions already saved within the checking account.
The main window should look something like this:
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This image shows the starting point for this section.

Opening Balances

As shown earlier with the Asset:Checking account, the starting balances in an account are typically



assigned to a special account called Equity:Starting Balances. To start filling in this chart of account,
begin by setting the starting balances for the accounts. Assume that there is $1000 in the savings account
and $500 charged on the credit card.

1.

Open the Assets:Savings account register. Select View -> Style from the menu and check to make
sure you are in Basic Ledger style. You will view your transactions in the other modes later, but
for now let's enter a basic transaction using the basic default style.

From the Asset:Savings account register window, enter a basic 2 account transaction to set your
starting balance to $1000, transferred from Equity:Starting Balances. Remember, basic
transactions transfer money from a source account to a destination account. Record the transaction
(press the 'enter' key, or click on the 'enter' icon).

From the Asset:Checking account register window, confirm that you have already set the starting
balance to $1000, transferred from Equity:Starting Balances. This should already have been done
previously from the example earlier in this chapter, but if not, do so now.

From the Liabilities: Visa account register window, enter a basic 2 account transaction to set your
starting balance to $500, transferred from Equity:Starting Balances. This is done by entering the
$500 as a "decrease", since it is money you borrowed. Record the transaction (press the 'enter’
key, or click on the 'enter' icon).

You should now have 3 accounts with opening balances set. Assets:Checking, Assets:Savings, and
Liabilities: Visa.

Additional Transaction Examples

Now add some more transactions to simulate a month's expenses. During the month, $78 is spent on
electricity, $45 on phone, and $350 on rent. All paid by check. Finally, let's move $100 from the savings
account to the checking account.

1.

Open the Expenses:Electricity account register and enter a simple 2 account transaction to pay the
$78 clectrical bill at the end of the current month (eg: June 30, 2003). Enter a description (eg:
Light Company) and the check number (eg: 101). The Transfer account should be
Assets:Checking.

Open the Assets:Checking account register and enter a simple 2 account transaction to pay the $45
phone bill at the end of the current month (eg: June 30, 2003). Enter a description (eg: Phone
Company Name) and the check number (eg: 102). The Transfer account should be
Expenses:Phone. Notice that you can enter expense transactions from either the credit side (the
expense accounts) or the debit side (the asset account).

Open the Expenses:Rent account register and enter a simple 2 account transaction to pay the $350
in rent at the end of the current month (eg: June 30, 2003). Enter a description (eg: June Rent) and
the check number (eg: 101). The Transfer account should be Assets:Checking.

Duplicate this transaction using the Duplicate button in the tool bar. Start by clicking on the
current rent transaction, and click on the Duplicate icon. Enter the transaction date a month out in
the future (eg: July 31, 2003) and set the check number (eg: 102), and notice the blue line
separator that GnuCash uses to separate future transactions from current ones. In this way, you can
enter transactions before they occur.

You could also set up a scheduled transaction to pay your rent, since the value of the rent is likely
to be constant for the foreseeable future. FIXME, add scheduled transaction stuff.

To transfer money from you savings account to your checking account, open the Assets:Savings
account register, add a new transaction setting the Transfer to Assets:Checking in the amount of
$100.



Chapter 5. Checkbook

Table of Contents

Setting up Accounts
Entering Deposits
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ATM/Cash Withdrawals

Reconciling Your Accounts

Putting It All Together

This chapter will give you all the specific information you need to manage your checkbook with
GnuCash. Managing your checkbook register is the first step of tracking your finances, and GnuCash
makes it much easier to manage than the traditional paper register does.

For one thing, as discussed in Chapter 4, data entry of common transactions is practically done for you in
GnuCash, because of its auto-completion feature. GnuCash keeps a running balance of each account, and
it makes reconciling these accounts easy. And the double-entry method helps you account for your
spending by requiring a transfer account for withdrawals, so you can easily find out how much money
you spend in different areas.

Once you are comfortable with using GnuCash for your checking and other bank accounts, you may wish
to continue on with tracking other financial accounts. Chapters 6 through 9 examine methods to manage
your other accounts.

Setting up Accounts

The first step in managing your checkbook is to set up the necessary accounts. You can either use the
default GnuCash accounts or set up your own. For more detail on how to set up a new account, refer to
Section 3.3. For instructions on importing your accounts from another program, refer to Section 2.4.

Let's start with the bank accounts you'll need. You need one GnuCash bank type account for each
physical bank account you wish to track. If you are setting up your own accounts or using the default
GnuCash accounts, make sure that you have an opening balance transaction for each bank account you
own. The easiest way to get this number is to use the balance from your last bank statement as your
opening balance. You can enter this in the account information window automatically as part of the New
Account Hierarchy Setup druid, or you can enter a manual transaction directly in the account. To enter the
transaction manually, enter a transfer from an Opening Balances account (type equity) to the bank
account.

The typical bank accounts you might track include:
® Checking - any institutional account that provides check-writing privileges.

® Savings - an interest-bearing institutional account usually used to hold money for a longer term
than checking accounts.

Common transactions that affect these bank accounts are payments and deposits. Payments are transfers
of money out of the bank account, usually to an expense account. Deposits are transfers of money into the
bank account, usually from an income account. You will need to set up income and expense accounts to
track where that money comes from and where it goes. Remember that a balanced transaction requires a
transfer of an equal sum of money from at least one account to at least one other account. So if you
deposit money in your checking account, you must also enter the account that money comes from. If you
pay a bill from your checking account, you must also enter the account where that money goes.

Entering Deposits

Most deposit transactions are entered as a transfer from an income account to a bank account. Income
may come from many sources, and it's a good idea to set up a separate income type account for each



different source. For example, your income may come mainly from your paychecks, but you may also
receive interest on your savings. In this case, you should have one income account for salary and another
income account for interest income.

Tip

Be sure to check the Tax-Related box in the Account Information Dialog when you set up
taxable income accounts. Some types of income, such as gift income, may not be
considered taxable, so check the appropriate tax rules to determine what is taxable. For
ways to track capital gains income, refer to Chapter 7.

Before you start entering paycheck deposits, decide how much detail you want to track. The basic level of
detail is to enter your net pay, just like you would in your paper register. This is easiest, but you can get
even more information out of GnuCash if you enter your gross pay with deductions. It takes a bit more
effort to enter the deductions, but entering your tax withholding information throughout the year allows
you to run useful tax status reports in GnuCash at any time. These reports can help you determine whether
you are withholding enough tax, and they can help you estimate your tax bill ahead of time. If you are
unsure about the level of detail, start by entering net pay. You can always go back and edit your
transactions later if you decide you want more detail.

Entering Withdrawals

When you withdraw money from your bank account, for whatever reason, you are transferring money
from your bank account to some other location. In GnuCash, this other location is tracked as an account.
The more detailed accounts you create and use for your spending, the more information you will get
about where your money goes.

Withdrawals take many forms. ATM withdrawals are one of the most common transactions. Writing
checks is one way to withdraw money to pay bills, to buy purchases, or to give to charity. Depending on
your bank, you might also have service charges, where the bank withdraws the money from your account.
Transfers of money out to another account are also withdrawals. We will take a look at each of these
types of withdrawals and how to record them in GnuCash.

ATM/Cash Withdrawals

Cash withdrawals are handled as a transfer from a bank account to a cash account. GnuCash provides
special cash type accounts for tracking your cash purchases, so you should set up a cash account to record
your ATM and other cash withdrawals.

Cash accounts can be used for different levels of detail. On a basic level of detail, you simply transfer
money to it from your checking account. That tells you how much money you took out of checking on a
given day, but it doesn't tell you where that cash was spent. With a little more effort, you can use the cash
account to record your cash purchases as well, so that you can see where that cash went. You record these
purchases as a transfer from the cash account to expense accounts.

Some people record every cash purchase, but this takes a lot of work. An easier way is to record the
purchases for which you have receipts, but then adjust the balance of the account to match what is in your
wallet.

It's a good idea to at least set up a cash account for your withdrawals. Then if you decide to track where
your cash goes, you can enter transactions for the money you spend. You determine what level of detail
you want to use.

Reconciling Your Accounts

GnuCash makes reconciliation of your bank account with your monthly bank statement much easier.
Section 4.6 gives instructions on how to reconcile your transactions with the monthly bank statement.



This is the main reconciliation task that should be done every month.

But what about all those other accounts you created? Should those be reconciled too? If you receive a
statement for the account, then you should consider reconciling that account. Examples include the
checking account statement, the savings account statement, and the credit card statement. Credit card
statements and credit card transactions are covered in the next chapter, so if you are interested in tracking
your credit cards in GnuCash, take a look at the instructions provided there.

Income and expense accounts are usually not reconciled, because there is no statement to check them
against. You also don't need to reconcile cash accounts, for the same reason. With a cash account, though,
you might want to adjust the balance every once in a while, so that your actual cash on hand matches the
balance in your cash account. Adjusting balances is covered in the next section.

Putting It All Together

In Chapter 4, you entered some transactions in your checking account. In this chapter, we will add more
transactions and then reconcile them. So, let's get started by opening the gcashdata file you saved in the
last chapter. Your chart of accounts should look like this: FIXME:insert chartaccts2.png
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This image shows the Checking Account Register.

1. Open the Savings account and enter an opening balance transaction for $1000. To do this, you will
enter the transfer account as Opening Balances and the $1000 in the Deposit column:
FIXME:insert savings.png
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This image shows the Checking Account Register.

Now open the Checking account from the main window. In the last chapter, you entered some
paycheck transactions as deposits into Checking. Now we will enter another kind of deposit - a
transfer of money from Savings into Checking. On a blank line, enter a transaction to transfer
$500 from Savings to Checking. Your Transfer account will be Savings, since you are in the
Checking account. Your Checking account should now look like this: FIXME:insert
transferin.png
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This image shows the Checking Account Register.
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Now let's write some checks on this account. First, write a check to HomeTown Grocery for $75.
Your transfer account is Groceries, since all of this money is going to buy groceries. Next, write a
check to ABC Hardware for $100, and split this amount between two expenses: Household $50
and Tools $50. You will need to create an expense type account for each of these, then enter splits
for them. Your checking account should now look like this; FIXME:insert checkexamp.png
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This image shows the Checking Account Register.
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Suppose you now need to withdraw some money. You don't have a cash account set up in your
chart of accounts, so you will need to create one. Create the account as Cash as a top-level account
of type cash. From your Checking account register, enter an ATM type withdrawal to transfer
$100 from Checking to Cash. FIXME:insert ATM.png
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This image shows the Checking Account Register.

5. Now we are ready to reconcile this Checking account, using this sample bank statement:
FIXME:insert a picture of a sample bank statement here
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This image shows the Checking Account Register.

Select Account|Reconcile... from the menu, and fill in the Closing balance as $2620. Click OK to
begin reconciling the account. Check off the entries as they appear on the sample statement. When
you have checked off all your entries, the reconcile window should look like this: FIXME:insert

reconexamp.png
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This image shows the Checking Account Register.

Notice that your reconciled balance differs from your ending balance by $5.00. If you look at the
sample bank statement, you will see there is a $5.00 service charge that has not been added to
your Checking account.

So click on the Checking register and add the $5.00 service charge to your Checking account. On
a blank line of the Checking register, enter a transaction to transfer $5.00 from Checking to a
Service Charges account. ( You will need to create the Service Charges account as type expense.)
Use the transaction date printed on the sample statement as the date you enter for this transaction.
Your Checking account should now look like this: FIXME:insert servch.png
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This image shows the Checking Account Register.

Click back on the Reconcile window, and you should see the service charge now under Funds
Out. Click on it to mark it as reconciled, and note that the difference amount below now becomes
0.00. Click the Finish button on the tool bar to complete the reconciliation. The Reconcile R
column in your Checking register should now show y for each transaction you just reconciled.

Go back to the main window and save your file. Your chart of accounts is steadily growing, and it
should now look like this: FIXME:insert chartaccts3.png
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This image shows the Checking Account Register.

Notice that you have not yet used one of the accounts listed in your chart, the Credit Card account. Now
that you know how to keep track of your bank and cash accounts in GnuCash, you may want to start
tracking your credit cards as well. GnuCash provides a special type of account for credit cards, and this is
discussed in the next chapter.

Chapter 6. Credit Cards
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This chapter will show you how to manage your credit cards using GnuCash.

Concepts

Since you probably write a check or make an electronic payment to the credit card company each month,
you may think of your credit card bill as an expense - but it really is not an expense. Why? A credit card
account is a short-term loan - you buy things on that loan account, and then you eventually have to pay
back the money, often with interest (your finance charge). The purchases you make with that credit card
are your expenses.

You have a couple of options when entering credit card transactions, so choose the one that fits your
desired level of detail. The simplest method is to simply track monthly payments to the credit card
company. From your bank account, you enter a transfer of money each month to the credit card expense
account. This will show you the amount of money you are paying each month to the credit card company,
but it won't show you any information about your credit card balance or credit card purchases.



A more complete way to track your credit card in GnuCash is to enter each purchase and payment as a
separate transaction. Using the credit card account register, you enter your receipts throughout the month.
When your credit card statement arrives, you reconcile the credit card account to the statement, and you
enter your payment as a transfer of money from your checking account to your credit card account. This
method gives you more information about your balance during the month and points out any
discrepancies during reconciliation, but you will have to do more data entry.

Setting Up Accounts

To begin managing your credit cards in GnuCash, you should set up a "Liability" top level account and
under this parent account create credit card type accounts for each credit card you use. If you are tracking
only the payments you make to the credit card company, then all you need is a bank account and a credit
card account to enter your transactions.

The charges you make on your credit card are expenses, so you will have to setup these accounts under
the top-level account called "Expenses". If you decide to keep a more detailed records of your purchases,
you will need to create expense accounts for each kind of purchase you make. Since you will also be
reconciling the balance to your credit card statements, you should also enter an opening balance in each
credit card account. The easiest way to do this is to use your last statement balance as the opening
balance.

Simple Setup

If you do not want to track each expense made on the credit card, you can setup a simple account
hierarchy like this:

-Assets
-Bank
-Liabilities
-Credit Card
-Expenses
-Credit Card

In this example, if you enter your total amount charged per month as a transaction between
“Liabilities:Credit Card” and “Expenses:Credit Card”. When you make a payment, you would enter a
transaction between “Assets:Bank” and “Liabilities:Credit Card”.

The obvious limitation of this simple credit card setup is that you cannot see where your money is going.
All your credit card expenses are being entered in the Credit Card expense account. This is, however,
very simple to setup and maintain.

Complete Setup

If you want to track your expenses more completely, you should setup multiple expense accounts named
for the various kinds of expenses you have. Each charge on your credit card is then entered as a separate
transaction between your Credit Card liability account and a specific expense account. Below is an
example of an account hierarchy for this:

-Assets
-Bank
-Liabilities
-Credit Card
-Expenses
-Food



-Car

-Clothes
-Entertainment
-Interest
-Service

Clearly, you should enter specific expense accounts which fit your spending habits. The only difference
with this setup as compared to the simple setup is that the expenses have been subdivided by groups. Also
notice that there is an "Interest" expense, this is used for when your credit card charges interest on your
monthly unpaid balance. The "Service" expense account is used to track service expenses associated with
the credit card, such as the yearly usage fee if it exists. With this setup, you will be able to see where your
money goes every month, grouped according to the expense accounts.

The rest of this chapter will assume you are using the complete setup.

Entering Charges

Entering your charges provides you with a more complete picture of your spending habits. Charges on a
credit card are tracked as a transaction between the credit card liability account and the appropriate
expense account.

When you swipe that credit card through the machine at a store, you are transferring money from your
credit card company to that merchant. This transaction increases the amount of money you owe the credit
card company. If you keep track of these types of transactions, you can reconcile your credit card account
with your monthly statement, and you should quickly spot any transactions that look suspicious. So how
should you account for charges to your credit card?

One way is to manually enter all your receipts, either throughout the month or all at once. This can be
time-consuming, but it is probably the best way to make sure that all of your charges are authorized. If
you consistently enter all your receipts, you can quickly catch any errors or unauthorized transactions
during your monthly reconciliation.

Another way is to import a credit card statement directly into your account. If your credit card company
supports a QIF file format for its statements, you have the option of directly importing the statement. This
type of import is covered in the chapter The Basics, and it is a convenient way to track your purchases
without having to manually enter all your receipts.

Entering Payments

Most payments to your credit card bill are entered as transfers from a bank account (asset) to the credit
card account (liability). When you pay the monthly bill, you are withdrawing money from a bank account
to pay down the credit card balance. This transaction decreases both your bank account balance and the
amount of credit card debt you owe.

When you return a purchase, you receive a refund on your credit card. This is another type of payment in
that it decreases the amount of credit card debt you owe. If you recorded the original purchase transaction
as a transfer from the credit card account to the expense, you now simply reverse that transaction: transfer
the money back from the expense to the credit card account. This transaction decreases both the expense
account balance and the credit card account balance. For example, if you originally recorded a credit card
purchase of clothing, the transaction is a transfer from the credit card account to the clothing expense
account. If you then return that clothing for a refund, you simply transfer the money back from the
clothing expense account to the credit card account.

Note

A common mistake is to enter a refund as income. It is not income, but rather a "negative
expense". That is why you must transfer money from the expense account to your credit



card when you receive a refund.

Putting It All Together

Now that we have covered the basic ideas behind the various transactions you must make to successfully
track your credit card in GnuCash, let's go through an example. In this example, we will make credit card
purchases, make a partial payment to the credit card, get charged interest on the unpaid balance, and
finally make a complete payoff of the credit card.

Start with an account layout similar to that described earlier in this chapter, shown here as it would appear
in GnuCash. Notice that we are starting with $10000 in the bank and a balance of $1000 on the credit
card.

File Edit Miew Actions Business Reports Tools  Windows

@ X | @ & & 4 3

Sawve  Close Cpen Edit Oiptions Mew  [Delete
Met sssets ($):§3,000.00  Profits (§): $0.00

Accounts |.ﬂ.ccuuntName | Tntal|
.ﬂ'-.ssets $10,000.00
- Liahilities $1,000.00
| L Credit Card $1,000.00]
B Income $0.00
El Expenses $0.00

~iCar $0.00
— Clothes $0.00
—Food $0.00
- iGroceries $0.00
~Household $0.00
~ Interest $0.00
- Service $0.00
B Equity $9,000.00

Starting account structure for tracking a credit card in the putting it all together example.

Purchases

Let's make some purchases. Start by buying $25 worth of food from the Greasy Spoon Cafe, $100 worth
of clothing from Faux Pas Fashions, $25 worth of gasoline from Premium Gasoline, $125 worth of
groceries and household items from Groceries R Us (split between $85 in groceries and $40 in household
items) and finally, $60 worth of household items from CheapMart. The register window for the credit
card liability should look like this:



File Edit “iew Actions Repords Tools Help

x & @& B 9w 9 & © @

Close Enter Cancel  Delete Duplicate Schedule Split Elank Jump T
Present: $1,335.00 Future: $1,335.00 Cleared: $0.00 Reconciled: $0.00 Projected kinimum: $1,:

Date|Num|Desu:riptinn | Transfer| H|Payment| Charge| Elalance| had
01,/01/2003 Initial Walue Equity:0pening Balances n 1.000.00 1,000.00
0242003 Greasy spoon Cafe Expenses:Food n £5.00 1,025.00
024032003 Faux Pas Fashions E-penses:Clothes n 100.00 1,125.00
02942003 Premium Gas Expenses:Car n £a2.00 1,150.00
0272042003 Groceries B Us —- Split Transaction — n 125.00 1,275.00
02/25/2003 Cheaphiart Expenses:Household n 60.00 1,335.00 :
:-:Ium.-.m.-..-.c- [i | = i3]

Enter a description of the transaction

Initial credit card purchases.

Refund

Now suppose that on February 27th you return the clothes you bought on February 3rd from Faux Pas
Fashions and they give you credit back on your credit card. Enter a transaction for the credit card refund
for the full $100 amount. Remember to use the same transfer account you used for the original purchase,
and enter the amount under the Payment column. GnuCash will automatically complete the name and
transfer account for you, but it will also automatically enter the $100 in the Charge column. You will
need to reenter the amount in the Payment column. The transaction looks like this:

File Edit “iew Actions Reports Tools Help

x ¢ @& B 9 9 & © @

Close Enter Cancel  Delete Duplicate Schedule Split Elank Jump
Present $1,235.00 Future:$1,235.00 Cleared: $0.00 Reconciled: $0.00  Projected Minimum: $1

Date|Num|Desc:riptic|n | Transfer| H|Payment| Charge| Elalann::e|:
0140142003 Initial walue Equity:Qpening Balances n 1.000.00 1,000.00
0z2/01/2003 Greasy Spoon Cafe Expenses:Food n £5.00 1,025.00
02/03 2003 Faux Pas Fashions E=penses:Clothes n 10000 1,125.00
Nz arzood Fremium Gas Expenses:Car n ga.00 1,150.00
0Z2/20¢2003 Groceries B Us -- Split Transaction -- n 1£5.00 1,275.00
0272572003 Cheaphdart Expenses:Household n 60.00 1,335.00
02/ 7¢2003 Faux Pas Fashions Expenses:Clothes n 100.00 1,835.00 —

=11 = &
< [[»]

Friday 29 August 2003

Returning clothes to Faux Pas Fashions, refund to credit card.

Interest Charge

After the month of spending, unfortunately, the credit card bill arrives in the mail or you access it on-line
through the internet. You have been charged $20 in interest on the last day of February because of the
balance you carried from the previous month. This gets entered into the credit card account as an expense.



File Edit “iew Actions Reports Tools Help

x & @& B 9 9 & © @

Close Enter Cancel  Delete Duplicate Schedule Split Elank Jump
Present $1,255.00 Future: $1,255.00 Cleared: $0.00 Reconciled: $0.00  Projected Minimum: $1

Date|Num|Desn:riptinn | Transfer|H|F'ayment| Charge| Elalanc:e|1
0140142003 Initial Walue Equity:Dpening Balances n 1.000.00 1,000.00
0z/01/2003 Greasy Spoon Cafe Expenses:Food n 25.00 1,025.00
0232003 Faux Fas Fashions Expenses:Clothes n 10000 1,125.00
02152003 Fremium Gas Expenses:Car n 25.00 1,150.00
02/ 2042003 Groceries B s -- Split Transaction -- n 1£5.00 1,275.00
027252003 Cheaphdart Expenses:Household n 60.00 1,335.00
0272 7¢En03 Faux Fas Fashions Expenses:Clothes n 100.00 1,£35.00
0z/28/2003 interest E=penses:nterest n 20.00 1,255.00 |

| T .{EI
<] |+ ]

Sunday 31 &ugust 2003

Interest charge.

Reconciliation

When your credit card bill arrives you should reconcile your credit card account to this document. This is
done using GnuCash's built-in reconciliation application. Highlight the credit card account and click on
Actions -> Reconcile.... This reconciliation procedure is described in detail in the "Transactions" chapter,
but we will step through the process here as well. For this example, let's assume that the credit card
statement is dated February 1st, with a final balance of $955. Enter these values in to the initial Reconcile
window as shown here.

Reconcile Information

Statement Date: | 03/01/2003

Staring Balance: $0.00

Ending Balance: |955.00]

[]Include Subaccounts

Enter Interest Charge...

<:90K & Cancel

Initial account reconciliation window.

During the reconciliation process, you check off each transaction in the account as you confirm that the
transaction appears in both your GnuCash account and the credit card statement. For this example, as
shown in the figure below, there is a $300 difference between your GnuCash accounts and the credit card
statement.



Beconcile  Account  Transaction  Help

S & B @ |V

Mew  Edit Delete Cpen Finish

Funds In Funds QOut
|Descriptinn |.ﬂ-.m|:|unt |H | fad Description | Amount |H | Rad
Faux Pas Fast 100.00 v Initial Yalue 1,000.00 v
Greasy Spoon 25.00 -
Faux Pasz Fast 100.00 v
Premium Gas  25.00 v
Groceries R Us 125.00 v
Cheaphdart 60.00 -
o] interest 20.00 "y
[¢] [+] | [+]
Total: $100.00 Total: $1,355.00

Staring Balance: $0.00

Ending Balance: $955.00
Reconciled Balance: $1,255.00
Difference: -$300.00

Main account reconciliation window, demonstrating a discrepancy of $300.

Some investigation uncovers that you forgot to record a payment you made to the credit card company for
$300 received on February 5th, you must enter this payment transaction from your bank account to the

credit card. Now the credit card statement and your GnuCash account are reconciled, with a balance of
$955.

Payment

Assuming you have completed reconciliation of your credit card account, you need to make a payment to
the credit card company. In this example, we owe $955 but will make a partial payment of $300 again this
month. To do so, enter a transaction from your bank account to the credit card account for $300, which
should reduce your credit card balance to $655. Your credit card account register should now appear like
this:



File Edit Miew Actions Repors Tools Help

X 4 @& B 9w 9 & ©

Close Enter Cancel  Delete Duplicate Schedule Split Elank
Present: $655.00  Future: $655.00  Cleared: $355.00 Reconciled: $355.00  FProjecte

Date|r~|Descriptinn | Transfer| H|Payment| Charge| Balance|i
N/01420053  Initial Yalue Cpening Balances y 1,000.00 1,000.00
12/01/2003 Greasy Spoon Ca E<penses:Food y 25.00 1,025.00
12/03/2003  Faux Fas Fashior Espenses:Clothes y 100.00 1,125.00
12/05/2003  payment s:5avings Account y  300.00 d25.00
1215420053  Premium Gas E=penses:Car y 25.00  §50.00
12720042003 Groceries R Us Split Transaction -y 125.00  875.00
12/25/20053  Cheaphart jpenses:Househald Yy g0.00 1,055.00
1272772003 Faus Pas Fashior  Expenses:Clothes v 100.00 9355.00
12/28/20053  interest Expenses:nterest y 20,00 955.00
13/02/2003  payment s:3avings Account no 300.00 655.00
317z003]d] n =
[«] ]

Sunday 31 August 2003
Account register after account reconciliation and payment.

Your main GnuCash main window should now appear like this:

File Edit Wiew Actions Business Reports Tools  Windows

@ X | @ @ & | &

Save  Close Cpen Edit Options Mews  [Dielete
Met Assets ($): $6,745.00 Profits ($):-$255.00

Accounts |.-'3-.|:|:|:|unt Marne | Tntall had
O Assets $9,400.00
Current Assets $9,400.00
EF Liakilities F655.00
| L Credit Card $655.00]
Bt Income $0.00
Bl Expenses $255.00
—Car $£5.00
— Clothes $0.00
— Food $£5.00
— Groceries $@5.00
—Househald $100.00
— Interest F20.00

= Service $0.00

GnuCash main window after account reconciliation and payment.

Chapter 7. Loans
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This chapter explains how to manage your loans with GnuCash.

Basic Concepts

A loan is defined as a financial transaction in which someone pays for the use of someone else's money.
There are many familiar examples of loans: credits cards, auto loans, house mortgages, or a business loan.

Terminology

Before discussing tracking loan in GnuCash specifically, it will be helpful to present a glossary of
terminology. The terms presented below represent some of the basic concepts found concerning loans. It
is a good idea to become familiar with these terms, or at least, refer back to this list if you encounter an
unfamiliar word in the later sections.

® Amortization - the repayment plan which will insure that a loan is eventually paid off, typically
utilizing equal valued monthly payments. These payments are usually split into principal and
interest, where the amount of principal per payment increases (and interest decreases) as the
amortization period elapses.

Borrower - the person or company that receives the money from a loan.
Default - when a borrower fails to repay a loan according to the terms agreed upon with the lender.
Deferment - a temporary delay in the repayment of a loan.

Delinquency - is the term that refers to late payments.

Disbursement - amount of the loan paid to the borrower. Some loans have multiple disbursements,
meaning the borrower does not receive the full amount of the loan at one time.

® [nterest - the expense charged by the lender to the borrower for the use of the money loaned. This
is typically expressed in terms of a yearly percentage charged on the principal borrowed, known as
the Annual Percentage Rate or APR.

® [Lender - the company or person who lends money to a borrower.
® Loan Fee - a processing fee removed from the principal at the time the borrower receives a loan.

® Principal - the original amount of the loan, or the amount of the original loan that is still owed.
When you make a monthly payment on a loan, part of the money pays the interest, and part pays
the principal.

® Promissory Note - the legal agreement between the borrower and lender concerning the loan.

Setting Up Accounts

When a borrower obtains a loan, it is usually with the intention to make a purchase of something of value.
In fact, most loans require the borrower to buy some predetermined asset, such as a house. This asset is
insurance against the borrower defaulting on the loan. There are, of course, examples of loans which do
not necessarily have an associated high value asset, such as educational loans.

For the account structure presented here, we will assume the loan was used to purchase a compensating
asset.

A loan is a liability, the interest you accrue on the loan is an on-going expense, and any administrative
fees you may have to pay would be another expense. The thing purchased with the money from a loan is



an asset. With these parameters, we can now present a basic loan account structure:

Basic Loan Account Structure

-Asset
-Bank Account
-Asset Purchased
-Liability
-Loan
-Expenses
-Loan Interest
-Loan Admin Fees

GnuCash has a number of predefined loan account hierarchies available, including Car Loans and Home
Mortgage Loans. To access these predefined account structures, click on File -> New File and select the
loan types in which you are interested.

House Mortgage (How-To)

A house mortgage can be setup using the account structure present in the previous section.

As an example, assume you have $60k in you bank account, and you buy a $150k house. The mortgage is
charging 6% APR, and has administrative fees (closing costs, etc) of 3%. You decide to put $50k down,
and thus will need to borrow $103k, which will give you $100 after the closing costs are paid (3% of
$100k).

You accounts before borrowing the money:

File Edit Wiew Actions Business Reports Tools  Windows

@ x @ @B @ 4 &

Save Close Cipen Edit Options Mew  Delete
Met Assets ($):$60,000.00 Profits ($): $0.00

Accounts |.fl‘-.|::n::|:|unt Mame Total
ErEE $60,000.00
Bank. $60,000.00
House $0.00

CE Liakilities $0.00
L Home hortgage $0.00

El Expenses $0.00
hortgage Adm Fees $0.00
hortgage Interest $0.00

EF Equity $60,000.00
L Opening Balances $60,000.00

Accounts Before Receiving Loan

The purchase of the house is recorded with a split transaction in the Asset:House account, with $50k
coming from the bank (IE: your down payment), and $100k coming from the Mortgage. You can place
the $3k closing costs in the same split.

Table 7.1. Buying a House Split Transaction

HAccount Hlncrease HDecrease H
“Assets:House H$150,000 H H




‘Assets:Bank H H.‘BS0,000 ‘
‘Liabilities:Mortgage ‘ ‘ ‘ ‘$ 103,000 ‘
Expenses:Mortgage Adm

Fees

$3000

The split will look like this in the Assets:House Account:

Date|r Description Tot Increase | Tot Decrease Balance
Motes
02/2003 . |Buly House 150,000.00 150,000.00
Total Yalue of House  Assetz:House n 150,000.00
Closing Costs Expenses:hborgage Adm Fees n 3,000.00
Dowen Payment Aszets:Bank n 50,000.00
Loan & Closing Costs  Liahilities:Home Mortgage h 103,000.00

Mortgage Split Transaction

Which will give account totals like this:

File Edit “iew Actions Business Reports Tools  Windows
& ® B 2 & &
Save  Close Cpen Edit Options Mew  Delete
Met Assets (§):$57,000.00 Profits ($):-$3,000.00

Accounts |.fl‘-.|::|::|:|unt Mame | Tutal|

LT Assets $160,000.00
| Bank $10,000.00
| L House $150,000.00]
EF Liakilities $103,000.00
L Home Mortgage $103,000.00
Bl E=penses $3,000.00
bortgage Adm Fees $3,000.00
hortgage Interest $0.00
EF Equity $60,000.00
L Opening Balances $60,000.00
Mortgage Account
Calculations

Determining loan amortization schedules, periodic payment amounts, total payment value, or interest
rates can be somewhat complex. To help facilitate these kinds of calculations, GnuCash has a built-in
Financial Calculator. To access the calculator, go to Tools -> Financial Calculator.



Payment Periods |Calc:u|ate||l:|ear| Compounding: | Manthly v

360
FPayments: | Monthly »
Interest Rate |Calu::u|ate| |Clear|
4 @® End of Period Payments
() Beginning of Period Payments
Fresent Walue |Caln::u|ate| |Clear|
100,000.00 (@ Discrete Compounding

Periodic Payment |Calu::u|ate| |Clear| () Continuous Compounding

-47742

Future Value |Caln::u|ate| |Clear|

0.00 Fayment Total:-171,571.20

¥ Close

The GnuCash Financial Calculator.

The Financial Calculator can be used to calculate any one of the parameters: Payment Periods, Interest
Rate, Present Value, Periodic Payment, or Future Value given that the other 4 have been defined. You
will also need to specify the compounding and payment methods.

® Payment Periods - the number of payment periods.

Interest Rate - the nominal interest rate of the loan, ie: the yearly interest rate.
Present Value - the present value of the loan, ie: current amount owed on the loan.
Periodic Payment - the amount to pay per period.

Future Value - the future value of the loan, ie: the amount owed after all payment periods are over.

Compounding - two interest compounding methods exist, discrete or continuous. For discrete
compounding select the compounding frequency from the popup menu with a range from yearly to
daily.

® Payments - the popup menu allows you to select the payment frequency with a range from yearly
to daily. You can also select whether your payments occur at the beginning or end of the period.
Payments made at the beginning of the payment period have interest applied to the payment as
well as any previous money paid or money still owed.

Example: Monthly Payments

What is your monthly payment on a $100000 30 year loan at a fixed rate of 4% compounded monthly?

This scenario is shown in the example image above. To perform this calculation, set Payment Periods to
360 (12 months x 30 years), Interest Rate to 4, Present Value to 100000, leave Periodic Payment empty
and set Future Value to 0 (you do not want to owe anything at the end of the loan). Compounding is
Monthly, Payments are Monthly, assume End of Period Payments, and Discrete Compounding. Now,
click on the Calculate button next to the Periodic Payment area. You should see -473.30.

Answer: You must make monthly payments of 473.30.

Example: Length of Loan

How long will you be paying back a $20000 loan at 10% fixed rate interest compounded monthly if you



pay $500 per month?

To perform this calculation, leave Payment Periods empty, set Interest Rate to 10, Present Value to
20000, Periodic Payment is -500, and set Future Value is 0 (you do not want to owe anything at the end
of the loan). Compounding is Monthly, Payments are Monthly, assume End of Period Payments, and
Discrete Compounding. Now, click on the Calculate button next to the Payment Periods area, you should
calculate 48.

Answer: You will pay off the loan in 4 years (48 months).

Advanced: Calculation Details

In order to discuss the mathematical formulas used by the Financial Calculator, we first must define some
variables.

n == number of payment periods

%1 == nominal interest rate, NAR, charged
PV == Present Value

PMT == Periodic Payment

FV == Future Value

CF == Compounding Frequency per year
PF == Payment Frequency per year

Normal values for CF and PF are:

1 ==annual

2 == semi-annual
3 == tri-annual

4 == quaterly

6 == bi-monthly
12 == monthly

24 == semi-monthly
26 == bi-weekly

52 == weekly
360 == daily
365 ==daily

Converting between nominal and effective interest rate

When a solution for n, PV, PMT or FV is required, the nominal interest rate (i) must first be converted to
the effective interest rate per payment period (ieff). This rate, ieff, is then used to compute the selected
variable. When a solution for 1 is required, the computation produces the effective interest rate (ieff).
Thus, we need functions which convert from i to ieff, and from ieff to i.

To convert from i to ieff, the following expressions are used:
Discrete Interest:  ieff = (I + i/CF)(CF/PF) - 1
Continuous Interest: ieff = e"(i/PF) - 1 = exp(i/PF) - 1

To convert from ieff to i, the following expressions are used:

Discrete Interst: i = CF*[(1+ieff)(PF/CF) - 1]
Continuous Interest: i = In/(1+ieff)"PF]

Note

NOTE: in the equations below for the financial transaction, all interest rates are the
effective interest rate, ieff. For the sake of brevity, the symbol will be shortened to just 'i".



The basic financial equation

One equation fundamentally links all the 5 variables. This is known as the fundamental financial
equation:

PV*(1 + i)™ + PMT*(1 +iX)*[(1+i)™n - 1]/i + FV =10

Where: X = 0 for end of period payments, and
X =1 for beginning of period payments

From this equation, functions which solve for the individual variables can be derived. For a detailed
explanation of the derivation of this equation, see the comments in the file src/calculation/fin.c from the
GnuCash source code. The A, B, and C variables are defined first, to make the later equations simpler to
read.

A= +i)n-1
B=(1+iX)/i
C = PMT*B

n=1In[(C-FV)/(C+ PV)]/n((l1 +1i)
PV =-[FV+A*C]/(A + 1)

PMT =-[FV + PV¥(4 + 1)]/[A*B]
FV =-[PV+ A*PV + C)]

The solution for interest is broken into two cases.
The simple case for when PMT == 0 gives the solution:
i=[FV/PV]NI/n) - 1

The case where PMT != 0 is fairly complex and will not be presented here. Rather than involving an
exactly solvable function, determining the interest rate when PMT !=0 involves an iterative process.
Please see the src/calculation/fin.c source file for a detailed explanation.

Example: Monthly Payments

Let's recalculate the examples shown above, this time using the mathematical formulas rather than the
Financial Calculator. What is your monthly payment on a $100000 30 year loan at a fixed rate of 4%
compounded monthly?

First, let's define the variables: n = (30*12) = 360, PV = 100000, PMT = unknown, FV =0,1=4, CF =
PV =12, X =0 (end of payment periods).

The second step is to convert the nominal interest rate (i) to the effective interest rate (ieff). Since the

interest rate is compounded monthly, it is discrete, and we use: ieff = (1 + i/CF)*(CF/PF) - 1, which gives
ieff = (1 +4/12)"(12/12) - 1, thus ieff = 1/3 = 0.3333333.

Now we can calculate A and B. A= (1 +1)"n-1=(1+1/3)"360 - 1 =9.504848x10"44. B = (1 +iX)/i=
(1+0.33333*0)/0.33333 = 3.

With A and B, we can calculate PMT. PMT = -[FV + PV*(A + 1)]/[A*B] =-[0 +
100000*(9.504848x10"44 + 1)] / [9.504848x10"44 * 3] =-9.504848x10"49 / 2.851454x10"45 =
-33333.3.

Missing Loan Documentation

-Automobile Loan (How-To)

-Entering a Payment Schedule



-Monthly Payments (How-To)
-Final Payment (How-To)

-Selling a House or Automobile (How-To)
-Reconciling with the Loan Statements (How-To)

-Putting It All Together

Chapter 8. Investments
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This chapter explains how to manage your investments with GnuCash. Most people have an investment
plan, whether its just putting money into a CD account, investing through a company sponsored plan at
your workplace or buying and selling stocks and bonds through a brokerage. GnuCash gives you tools to
help you manage these investments such as the Price Editor which allows you to record changes in the
prices of stocks you own.

Basic Concepts

An investment is something that you purchase in the hopes of generating income, or that you hope to sell
in the future for more than you paid. Using this simple definition, many things could be considered
investments: the house you live in, a valuable painting, stocks in publicly traded companies, your savings
account at the bank, or a certificate of deposit. These many types of investments will be discussed in this
chapter in terms of how to track them using GnuCash.

Terminology

Before discussing investments specifically, it will be helpful to present a glossary of investment



terminology. The terms presented below represent some of the basic concepts of investing. It is a good
idea to become familiar with these terms, or at least, refer back to this list if you encounter an unfamiliar
word in the later sections.

Capital gains is the difference between the purchase and selling prices of an investment. If the
selling price is lower than the purchase price, this is called a capital loss. Also known as realized
gain/loss.

Commission is the fee you pay to a broker to buy or sell securities.

Common stock is a security that represents a certain fractional ownership of a company. This is
what you buy when you "buy stock" in a company on the open market. This is also sometimes
known as capital stock.

Compounding is the concept that the reinvested interest can later earn interest of its own (interest
on interest). This is often referred to as compound interest.

Dividends are cash payments a company makes to shareholders. The amount of this payment is
usually determined as some amount of the profits the company. Note that not all common stocks
give dividends.

Equities are investments in which the investor becomes part (or whole) owner in something. This
includes common stock in a company, or real estate.

Interest is what a borrower pays a lender for the use of their money. Normally, this is expressed in
terms of a percentage of the principal per year. For example, a savings account with 1% interest
(you are the lender, the bank is the borrower) will pay you $1 for every $100 you keep there per
year.

Liquidity is a measure of how easily convertible an investment is to cash. Money in a savings
account is very liquid, while money invested in a house has low liquidity because it takes time to
sell a house.

Principal is the original amount of money invested or borrowed.

Realized vs Unrealized Gain/Loss, unrealized gain or loss occurs when you've got a change in
price of an asset. You realize the gain/loss when you actually sell the asset. See also capital
gain/loss.

Return is the total income plus capital gains or losses of an investment. See yield.

Risk is the probability that the return on investment is different from what was expected.
Investments are often grouped on a scale from low risk (savings account, government bonds) to
high risk (common stock, junk bonds). As a general rule of thumb, the higher the risk the higher
the possible return.

Shareholder is a person who holds common stock in a company.

Stock split occurs when a company offers to issue some additional multiple of shares for each
existing stock. For example, a "2 for 1" stock split means that if you own 100 shares of a stock,
you will receive an additional 100 at no cost to you. The unit price of the share will be adjusted so
there is no net change in the value, so in this example the price per share will be halved.

Valuation is the process of determining the sell value of an investment.

Yield is a measure of the amount of money you earn from an investment (IE: how much income
you receive from the investment). Typically this is reported as a percentage of the principal
amount. Yield does not include capital gains or loses (see Return). Eg: A stock sells for $100 and
gives $2 in dividends per year has a yield of 2%.

Types of Investments

Below is presented some of the broad types of investments available, and examples of each type.

Interest-bearing account or instrument



This type of investment usually allows you immediate access to your money, and will typically
pay you interest every month based on the amount of money you have saved. Examples are bank
savings accounts (and some interest bearing checking accounts) and cash accounts at your
brokerage. This is a very low risk investment, in the US these accounts are often insured against
loss.

Sometimes an interest bearing investment is time-locked. This type of investment requires you to
commit your money to be invested for a given period of time for which you receive a set rate of

return. Usually, the longer you commit the higher the interest rates. If you withdraw your money
before the maturity date, you will usually have to pay an early withdrawal penalty. This is a low

risk investment. Examples are certificates of deposit or some government bonds.

® Stocks and Mutual Funds

This is an investment you make in a company, in which you effectively become a part owner.
There is usually no time lock on publicly traded stock, however there may be changes in the tax
rates you pay on capital gains depending on how long you hold the stock. Thus, stocks are
typically quite liquid, you can access your money relatively quickly. This investment is high risk,
as you have no guarantee what the future price of a stock could be.

A mutual fund is a group investment mechanism in which you can buy into many stocks
simultaneously. For example, a "S&P 500 index fund" is a fund which purchases all 500 stocks
listed in the Standard and Poor's index. When you buy a share of this fund, you are really buying a
small amount of each of the 500 stocks contained within the fund. Mutual funds are treated exactly
like a single stock, both for tax purposes and in accounting.

® Fixed Assets

An asset that increase in value over time are another form of investment. Examples include a
house, a plot of land, or a valuable painting. This type of investment is very difficult to determine
the value of until you sell it. The tax implications of selling these items is varied, depending on the
item. For example, you may have tax relief from selling a house if it is your primary residence, but
may would not receive this tax break on an expensive painting.

Fixed asset investments are discussed in the chapter on "Depreciation and Capital Gains".
Typically, there is not much to do in terms of accounting for fixed asset investments except record
the buying and selling transactions.

Setting Up Accounts

To setup investment accounts in GnuCash you can either use the predefined investment account hierarchy
or create your own. The minimum you need to do to track investments is to setup an asset account for
each type of investment you own. However, as we have seen in previous chapters, it is usually more
logical to create a structured account hierarchy, grouping related investments together. For example, you
may want to group all your publicly traded stocks under a parent account named after the brokerage firm
you used to buy the stocks.

Regardless of how you setup your account hierarchy, remember that you can always move accounts
around later (without losing the work you've put into them), so your initial account hierarchy does not
have to be perfect.

Predefined Accounts

To use the predefined investment account hierarchy, you must create a new GnuCash file. This will run
the New Account Hierarchy Setup druid. After choosing the default currency to use, you will be asked to
Choose accounts to create. At this point, choose the "Investment Accounts" option (along with any others
you are interested in). This will create an account hierarchy as shown below.

- Assets



- Investments
- Brokerage Accounts
- Mutual Funds
- Market Index
- Stock
- Bond
- Income
- Interest Income
- Bond Interest
- Dividend Income
- Expenses
- Commissions

You will probably at least want to add a Bank account to the Assets and probably an Equity:Starting
Values account, as we have done in previous chapters.

Custom Accounts Example

You can also manually setup your own investment account hierarchy. The following is a somewhat more
complicated example of setting up GnuCash to track your investments, which has the advantage that it
groups each different investment under the brokerage that deals with the investments. This way it is easier
to compare the statements you get from your brokerage with the accounts you have in GnuCash and spot
where GnuCash differs from the statement.

- Assets
- Investments
- Brokerage Accounts
- [*Trade
- Stocks
- ACME Corp
- Money Market Funds
- [*Trade Municipal Fund
- Cash
- My Stockbroker
- Money Market Funds
- Active Assets Fund
- Government Securities
- Treas Bond xxx
- Treas Note yyy
- Mutual Funds
- Fund A
- Fund B
- Cash
- Income
- Investments
- Brokerage Accounts
- Capital Gains
- I*Trade
- My Stockbroker
- Dividends
- I*Trade
- Taxable
- Non-taxable
- My Stockbroker
- Taxable



- Non-taxable
- Interest Income
- [*Trade
- Taxable
- Non-taxable
- My Stockbroker
- Taxable
- Non-taxable
- Expenses
- Investment Expenses
- Commissions
- [*Trade
- My Stockbroker
- Management Fees
- [*Trade
- My Stockbroker

There really is no unique way to set up your investment account hierarchy. Play around, try different
layouts until you find something which divides your investment accounts into logical groups which make
sense to you.

Interest Bearing Accounts

Investments which have a fixed or variable rate of interest are one of the simplest and most common form
of investments available. Interest bearing investments include your bank account, a certificate of deposit,
or any other kind of investment in which you receive interest from the principal. This section will
describe how to handle these kinds of investments in GnuCash.

Account Setup

When you purchase the interest bearing investment, you must create an asset account to record the
purchase of the investment, an income account to record earnings from interest, and an expense account
to record bank charges. Below is an account layout example, in which you have an interest bearing
savings account and a certificate of deposit at your bank.

-Asset
-Bank
-CD
-Savings
-Expenses
-Bank
-Charges
-Income
-Bank
-Interest

As usual, this account hierarchy is simply presented as an example, you should create your accounts in a
form which best matches your actual situation.

Example

Now let's populate these accounts with real numbers. Let's assume that you start with $10000 in your
bank account, which pays 1% interest and you buy a $5000 certificate of deposit with a 1 year maturity



date and a 2% yield. Clearly, it is much better to keep your money in the CD than in the savings account.
After the initial purchase, your accounts should look something like this:

File Edit Miew Actions Business Repods Tools  Windows Help

@ x | @ ¥ & 4 & | 4

Save  Close Cpen Edit Ciptions Mew  Delete Ex=it
Met Assets ($):$10,000.00 Profits ($): $0.00
Accounts |.fl‘-.|::|::|:|untName |Descriptinn | Tutal|
Asset $10,000.00
E Bank $10,000.00
FCD $5.000.00
Savings $5,000.00
EF Income $0.00
EH Bank $0.00
L Interest $0.00
Bt Expenses $0.00
EH Bank $0.00
L Charges $0.00
= Equity $10,000.00
L Starting Balances $10,000.00

This image the creation of the interest investment account

Now, during the course of the next year, you receive monthly bank statements which describe the activity
of your account. In our fictional example, we do nothing with the money at this bank, so the only activity
is income from interest and bank charges. The monthly bank charges are $2. After 12 months, the register
window for the CD should look like this:

File Edit “iew Actions Reports Tools Help

x & @& B 9 9 & © @

Close Enter Cancel  Delete Duplicate Schedule Split Blank Jump
Fresent: $5,050.21 Future: $5,050.21 Cleared: $5.36 Reconciled: $0.00  Projected kinimum: $5

Date|Num|Desc:riptin:|n | Transfer| H| Increase| Decrease| Elalann::e|
01/01/2000 FPurchase CD AssetBank:avings n a,000.00 a,000.00
0153142000 Income:Bank:nterest n g.dd o, 008,33
0Z/29/2000 Income:Bank:Interest n d.3a a,016.65
03fa1s2000 Income:Bank:nterest ¢ d.d6 a,025.04
04/30/2000 Income:Bank:Interest n d. 3 a,033.47
na/31/42000 Income:Bank:nterest n d.d9 a,041.81
6302000 Income:Bank:Interest n .40 a,050.21
[EIEFE 1| n

This image the creation of the interest investment account

And this is the main GnuCash window:



File Edit Miew Actions Business Reports  Tools  Windows  Help

@ x| @ & ¥ | 4 & | 4

Save  Close Cpen Edit Ciptions Mew  Delete Ex=it
Met Assets (§):$10,063.24  Profits (§): $63.24

Accounts |.fl‘-.|::|::|:|untName |Descriptinn | Tutal|
Asset $10,063.24
& Bank $10,063.24

- CD $5,050.21
Savings $5,013.03

= Income §70.24
& Bank $75.24

L Interast $75.24

Bt Expenses $12.00
& Bank $12.00
'—Charges $12.00

= Equity $10,000.00
L Starting Balances $10,000.00

This image the creation of the interest investment account

From the above image of the main GnuCash account window you see a nice summary of what happened
to these investments over the 6 months. While the yield on the CD is double that of the savings account,
the return on the CD was $50.21 versus $13.03 for the savings account, or almost 4 times more. Why?
Because of the pesky $2 bank charges that hit the savings account (which counted for $12 over 6 months).

After this 6 month period, the CD has reached maturity which means you may sell it with no early
withdrawal penalty. To do so, simply transfer the $5050.21 from the CD account into the savings account.

Setup Stock Portfolio

Now that you have build an account hierarchy in the previous section, this section will show you how to
populate the accounts with your stock portfolio. During this initial setup of your portfolio, you may have
stocks purchased from before you started using GnuCash. For these stocks, follow the instructions in the
Setup Your Pre-existing Stocks section below. If your have just purchased your stocks, then use the
Buying New Stocks section.

Setup Preexisting Stocks

This section will show you how to add stocks to GnuCash assuming that you purchased these stocks from
before you started using GnuCash. In this section, we will assume you are using the basic predefined
account setup introduced in the previous section, but the principles can be applied to any account
hierarchy.

You should have within the top level Asset account, a few levels down, an account entitled Stock. Open
the account tree to this level by clicking on the + (plus) signs next to the account names until the tree to
fully opened. You will need to create a sub-account (of type stock) under the Stock account for every
stock you own. Every stock is a separate account. The naming of these stock accounts is usually done
using the stock ticker abbreviation. So, for example, you could name your accounts AMZN and IBM for
your Amazon and IBM stocks respectively. Below is a schematic model of the layout (only showing the
Assets sub-accounts).

- Assets
- Investments
- Brokerage Accounts
- Mutual Funds



- Market Index
- Stock
- AMZN
-IBM
- Bond

Example Stock Account

As an example, let's assume that you currently own 100 shares of Amazon stock. First, create the stock
account AMZN by selecting the Stock account and click on the menu File -> New Account. The New
Account dialog will appear, follow the step below to setup your new stock account.

1. Name the Account - Usually, use the stock ticker abbreviation, IE: “AMZN”
2. Create the New Commodity - To use a new stock, you must create the stock as a new commodity

a. Select Commodity - Click on the “Select” button next to the Commodity line. We must
change the commodity from the default (your default currency) to this specific stock. This
will bring up the “Select currency/security” dialog.

b. Commodity Type - Change the type from CURRENCY to (in this example) NASDAQ.

c. Create the Commodity - Click on the New... button and enter the appropriate information
for this stock. The Full name: is “Amazon.com Inc”, the Symbol/abbreviation: is
“AMZN?”, the Type: should already be “NASDAQ”, the CUSIP or other code is where you
can enter some other coding number or text (leave it blank in this example), and finally the
Fraction traded should be adjusted to the smallest fraction of this commodity which can be
traded, usually 1/100 or 1/10000. Below is what this window should look like when
finished:

Full name: | &mazon.com Inc
Symbaol/abhreviation: | AMZH|
Type: NASDAG
CUSIF or other code:
Fraction traded: 1 ¢|10000 =

<:9CJK & Cancel ? Help

New Security Window
d. Save Commodity - Click on the OK button to save this new commodity

3. Select the Commodity - you should now see the newly create commodity available in the pull
down menu for Currency/security. Select it (it is probably already selected) and click on OK.

4. Finished - You should now have been automatically returned to the New Account dialog, with the
Commodity: line set to “AMZN (Amazon.com Inc)”. Click on OK to save this new stock account.

You have now create the Amazon stock account, your main account should look something like this
(notice that there are a few extra account here, a bank account, and an equity account):



File Edit Miew Actions Business Reports  Tools  Windows  Help

@ X @ &Z ¥ 4 & | 4

Save  Close Cpen Edit Ciptions Mew  Delete Ex=it
E| Met &ssets (BRL): BRL 0.00 Profits (BRL): ERL 0.00

Accounts |.ﬂ-.|::|::|:|unt Mame Tatal
[E Assets $10,000.00
Ilelank: $10,000.00
Investments $0.00

B Brokerage Account $0.00

Stock $0.00

L amzm 0 AMZN

Market Index $0.00

rutual Fund $0.00

B} Income $0.00
B Expenses $0.00
G Equity $10,000.00

This image the creation of the first stock account

Open the account register window for this AMZN stock account (double click on it). Here you see the
Portfolio view. This gives you an overview of your stock portfolio including the number of shares bought
and sold. Obviously, we have not bought or sold any stocks yet, so the Portfolio view should not contain
any transactions.

To register the initial 100 shares of this stock that you purchased previously, on the first transaction line,
enter the date of the purchase (eg: Jan. 1 2001), a description (eg: Initial Purchase), transfer from Equity:
Opening Balances, Shares (eg: 100), and Price (eg: $20). You do not need to fill in the Buy column, as it
will be calculated for you. Your AMZN Portfolio view should now appear like this:

File Edit “iew Actions Repors Tools Help ‘

x & B B 0 [ & ©

Close Enter Cancel  Delete Cuplicate Schedule Split Elank J

Shares: 10000 ARZN  Current Yalue:<Mo information=
| Date|Num | Description | Transfer| H| Shares| F'rin::e| Elug...'| Sell|EaIance
01/01/2003 Initial Eguity n 100.00 20.00 Z,000.00 100.00

01/01/2003 n 1.00 100.00
I"'\-\.I |.-"'

L LA

This image the creation of the first stock account

Notice that the Balance is in the units of the commodity (AMZN shares) not in currency units. Thus, the
balance is 100 (AMZN units) rather than $2000. This is how it should be.

Buying New Investments
The only difference between setting up a new investment purchase versus the setup for preexisting stocks

as described in the previous section is that instead of transferring the money used to purchase the stock
from the Equity:Starting Balances account, you use your Asset:Bank account.

Setting Stock Price

The value of a commodity, such as a stock, must be explicitly set. The stock accounts track the quantity
of stocks you own, but the value of the stock is stored in the Price Editor. The values set in the Price



Editor can be updated manually or automatically.

Initial Price Editor Setup

To use the Price Editor to track a stock value, you must initially insert the stock. To do so, open the Price
Editor (Tools -> Price Editor) and click on Add button. Select the appropriate Commodity you want to
insert into the Price Editor. At this point, you can input the price of the commodity manually. There are 5
fields in the New Commodity window:

® Commodity - the name of the commodity, must be chosen from the Select... list
® Currency - the currency the in which the Price is expressed.

® Date - date that the price is valid
°

Type - one of: Bid (the market buying price), Ask (the market selling price), Last (the last
transaction price), Net Asset Value (mutual fund price per share), or Unknown. Stocks and
currencies will usually give their quotes as one of bid, ask or last. Mutual funds are often given as
net asset value. For other commodities, simply choose "Unknown". This option is for
informational purposes only, it is not used by GnuCash.

® Price - the price of one unit of this commodity.

Price Infarmation

Commoadity:| AMZMN (Amazon) Select...
Currency:| USD (US Dollar)
Date: | 061 2/2003 E
Type:| Last -
Price:[40.5
@DK & Cancel

Adding the AMZN commodity to the price editor, with an initial value of $40.50 per share.

Click OK when finished. Once you have performed this initial placement of the commodity into the Price
Editor, you will not have to do it again, even if you use the same commodity in another account.

Prices

|C - -
ommodity vlCurrency |Date SOuUrce |T5-'pe |F'r||:e
YEING (Vanguard 3&P 500 USD (US Dollan 061 2/2003 userprice-editor last 3263
BRL (Brazilian Real) UsD (US Dollan 061 2/2003 userprice-editor last 035

UsD (Us Dollan BRL (Erazilian Real) 0612720035 userprice-editor last  2.85
AMZHM (Amazon) UsD (US Dollan 061 2/2003 userprice-editor last 405 |E|

[+] [[2]

| Add | | Remave | | Remove Old.. | | Edit | | GetQuotes |

X Close

The main price editor window, showing the list of all known commodities.



Setting Stock Price Manually

If the value of the commodity (stock) changes, you can adjust the value by entering the Price Editor,
selecting the commodity, clicking on edit and entering the new price.

Setting Stock Price Automatically

If you have many commodities, you will tire of having to update their prices constantly. GnuCash has the
ability to automatically determine the most recent price for your commodities using the Internet. This is
accomp