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.
      


Appendix C. GNU Free Documentation License


      Version 1.1, March 2000
    

Copyright © 2000 Free Software Foundation, Inc.

Free Software Foundation, Inc. 59 Temple Place,

        Suite 330, Boston, MA

        02111-1307  USA


        Everyone is permitted to copy and distribute verbatim copies of this license document, but
        changing it is not allowed.
      




0. PREAMBLE



The purpose of this License is to make a manual, textbook, or other written document
      “free” in the sense of freedom: to assure everyone the effective freedom to copy
      and redistribute it, with or without modifying it, either commercially or noncommercially.
      Secondarily, this License preserves for the author and publisher a way to get credit for their
      work, while not being considered responsible for modifications made by others.
    
This License is a kind of “copyleft”, which means that derivative works of the document
      must themselves be free in the same sense. It complements the GNU General Public License,
      which is a copyleft license designed for free software.
    
We have designed this License in order to use it for manuals for free software, because free
      software needs free documentation: a free program should come with manuals providing the same
      freedoms that the software does. But this License is not limited to software manuals; it can
      be used for any textual work, regardless of subject matter or whether it is published as a
      printed book. We recommend this License principally for works whose purpose is instruction or
      reference.
    


Current Assets



This section explains short-term receivables, reimbursable expenses, travel advances, prepaid
      premiums, prepaid rent, suspense or wash accounts.
    
Short-term Receivables



This kind of account is useful to reflect an agreement made with someone you trust. Suppose you lent
        someone $500 and he agreed to repay you $50 a month. If he paid on time, the loan you made
        would be paid off within a year, which is why it is classified as a short-term receivable.
        So you could record that loan initially in this account tree: OtherAssets:Current
        Assets:LoanToJoe. At the time you give him the money: your entry is debit
        (increase) LoanToJoe $500 and credit (decrease) Bank $500. Each time you receive Joe’s
        payment you record $50 debit (increase) to Bank and credit (decrease) LoanToJoe.
      
Tip
Don’t become confused by the use of the word “Loan”. “Loan-To” is
          the tipoff that you really have a receivable, that is, you will receive from Joe, the
          money you previously loaned. Until he actually pays the money owed you, you reflect his
          debt in your books by an account describing your expectation–you will receive the
          money owed you, hence the word “receivable”.
        


Reimbursable Expenses



This kind of activity is one in which you spend your own money on behalf of someone else (your
        employer, perhaps) and later you receive repayment of what you spent. The case might be a
        business trip. The employer has a policy of covering (paying for) all authorized expenses.
        After the trip is over, the employee submits a report listing dates and amounts spent with
        receipts for all the expenditures. The employer reviews the report and pays for all items
        that it considers as having a valid business reason. (Normally, employees know in advance
        what the employer will reimburse, so only those items are recorded as a reimbursable expense
        on the employee’s books.)
      
Because a business trip can involve different kinds of expenditures (air travel, lodging,
        transportation at the destination, etc.), different kinds of expenditures would be recorded
        in the one account as long as the expenditures all related to the same trip. In other words,
        if a second trip is made before the first is fully settled, a second account for a different
        event could be set up. It would make sense to do this, if it would help to keep separate all
        the details of one trip from those of another. It is up to the person making the trip to
        decide how much trouble it would be to put separate trips in separate accounts or to put
        them all in the same account. The trip taker should remember that the account must be
        reconciled in order to know with certainty that all expenses have been reimbursed.
      
Recording the expenditures on the trip would be much the same. That is, if you paid trip expenses by
        cash you would debit (increase) the reimburseable expense account for the money paid in
        cash, because it is a receivable to you until it has been reimbursed to you. The credit
        offsetting your expenditure would decrease the account that shows the cash in your pocket or
        the account from which you drew the cash for the payment made. If you paid by credit card,
        the debit side would be the same as just described, but the credit would be an increase to
        the credit card company account on your books.
      
When you received your reimbursement, then the journal entry (or transaction) to record receipt of
        the funds from the employer would be: debit (increase) Bank for the check amount and credit
        (decrease) the reimbursable expense account for the check amount.
      
If it turns out that the reimbursable expense account is not zero balance after processing the
        employer’s payment, then it means that there is a difference between you and the
        employer in handling the expense, which needs to be investigated. If the balance is a debit
        (a positive balance), your account has some money that was not reimbursed. If the balance is
        a credit (a negative balance), you were paid for more than what you recorded as due you. In
        both of those situations you should reconcile the difference between what you recorded and
        what was paid. That effort should disclose exactly what is causing the discrepancy. You will
        need to contact the employer’s bookkeeper to know what was paid, if the reimbursement
        check was not accompanied by a detailed list of the items being paid you.
      
In the event the employer refused to reimburse you for an expenditure, that effectively makes it
        your expense. In that case, you would make this entry: debit (increase) your own Expense
        (appropriately named) and credit (decrease) the Reimbursable Expense account. That entry
        should result in a zero balance in the Reimbursable Expense account. If not, reconcile until
        you identify the difference.
      
Tip
Sometimes there are small differences that don’t match an individual entry. In those cases
          divide the amount by 2 or by 9. If the unresolved amount is divisible by two, it suggests
          that both you and the employer entered the item in the same manner: both as debits or both
          as credits. If it is divisible by 9, then likely one of you transposed adjoining numbers;
          e.g., one entered 69 and the other entered 96. If the difference is divisible neither by 2
          or by 9, then it could be that more than one error is present.
        


Travel Advances



These are very similar to Reimbursable Expenses. The difference is that someone gives you money
        first; you spend it, and then you give a report accounting for what you spent it on. The
        report is supported by invoices establishing who, what, where, when, and how much for each
        expenditure. In the Reimbursable Expense case, you spent your money first and later
        recovered it.
      
In the Travel Advance case when you receive the advance, you record on your books this entry: debit
        (increase) Bank for the travel advance amount received (say, $500); credit (increase) the
        short-term liability Travel Advance ($500). This is a liability, because you are not gifted
        with the money, but only loaned it for the purpose of having funds to spend when doing the
        employer’s business.
      
Frequently, the way these monetary arrangements work is that at the beginning of for example a
        salesperson’s employment, he or she receives the advance and monthly (or more
        frequently) turns in a report about who, what, where, when, and how much he spent. The money
        in the report is reimbursed if approved.
      
During the period after receiving the advance and before filing a request for reimbursement report,
        the salesperson can record his or her expenditures into the advance liability account. In
        that case, the balance in the account will show how much of the advance has not yet been
        spent (assuming the Travel Advance balance is a credit). If no mistakes have been made and
        all expenses are approved, then the sum of the unspent account balance and the reimbursing
        check amount will equal the original travel advance amount.
      
It makes sense for the salesperson to record the travel expenses to this advance account (and not to
        his or her own expense accounts), because the money is being spent on behalf of the
        employer, for the employer’s authorized expenses. It is not the employee’s own
        money, and therefore not his or her own expense.
      
When the salesperson receives the report reimbursement (say, $350), he or she debits (increases)
        Bank, and credits (increases) again the Travel Advance liability account, assuming that
        previously he or she had been recording expenditures to the travel advance account. Tracking
        activity in this manner causes the account to always show the amount that is owed the
        employer.
      
See the section called “Reimbursable Expenses” above for what to do if the employer does not accept an item the
        employee put on the travel advance reimbursement request report. The difference resolution
        effort is essentially the same for both types of accounts.
      

Prepaid Premiums or Prepaid Rent



Some types of expenses are usually billed as semi-annual or annual amounts. For example, the
        insurance industry will bill home insurance annually, while car insurance premiums can be
        annual or semi-annual. For those that pay an amount that covers several months or a full
        year, the proper accounting treatment is to reflect in each accounting period the amount
        that expresses the benefit applying to that period.
      
In the case of someone who pays a full-year’s insurance premium at the beginning of the
        insurance period, the entry to record this is debit (increase) Prepaid Insurance Premium for
        say, $1,200, and credit (decrease) Bank for $1,200.
      
Then a monthly recurring journal entry (scheduled transaction) is created that debits (increases)
        Insurance Expense $100 and credits (decreases) Prepaid Insurance Premium $100. This
        technique spreads the cost over the periods that receive the insurance coverage benefit.
        Businesses following generally accepted accounting practices would normally use this
        technique, especially if they had to present financial statements to banks or other lenders.
        Whether individuals do depends on the person and how concerned they are to match cost with
        benefit across time periods. Another factor influencing use of this technique would be the
        number of such situations the person encounters. It is relatively easy to remember one or
        two, but more difficult if having to manage 10 to 20. You would set up as many or as few as
        proved useful and important to you.
      

Suspense or Wash Accounts



The purpose of these accounts is to provide a device to track “change of mind”
        situations. The objective of these accounts is to provide a temporary location to record
        charges and credits that are not to be included permanently in your books of record. When
        the transactions reflected in these accounts have been fully completed, Wash/Suspense
        accounts will normally carry a zero balance.
      
For example, say in the grocery store you see canned vegetables on sale, so you buy 6 cans at $1 per
        can. Say that the total purchases were $50. When you come home and are putting things in the
        cupboard you discover you already had 12 cans. You decide to return the 6 you just bought.
        Some persons in this situation would charge (increase) the whole bill to Grocery Expense;
        and when they returned the cans, they would credit (decrease) Grocery Expense. That is one
        way of handling that. The effect of this method is to leave recorded on your books the cost
        of items that you really did not purchase from a permanent standpoint. It is only when the
        items have actually been returned and the vendor’s return receipt has also been
        recorded that the distortion this method generates will then be removed.
      
Actually, there are several treatments, depending on when and how the original transaction was
        booked/recorded and when you decided to return the items purchased. Basically, did you
        change your mind before you recorded the transaction or after doing so?
      
If you decided to return the items after recording the purchase transaction, you may originally have
        charged Grocery Expense for the full amount ($50) of all items. In that scenario, what you
        kept and the amount of the items to be returned were grouped into one account. You could
        edit the original transaction and restate the amount charged to the Grocery Expense account
        to be the difference ($44) between the total paid ($50) for groceries and the value of the
        items to be returned. That leaves the returned-item value as the amount ($6) you should
        record to the Suspense account.
      
Obviously, if you decided to return items before you recorded your purchase, then you would book the
        original entry as a charge to Grocery Expense for the amount kept ($44) and as a charge to
        Suspense for the amount returned ($6). The off-setting credit ($50) to cash or credit card
        is not affected by these treatments.
      
When there are several persons shopping and at different vendors, there can be a case where there
        are several returns happening at once and in overlapping time frames. In that case the Wash
        Account is charged (increased) at time of changing the mind, and either Bank or Credit Card
        is credited. When the return occurs, the reverse happens: Bank or Credit Card is debited for
        the cash value of the returned items and the Wash/Suspense Account is credited in the same
        amount.
      
If the wash account has a non-zero balance, scanning the debit and credit entries in the account
        will show the non-matched items. That is, debits not matched by offsetting credits indicate
        items intended to be returned but not actually returned yet. The reverse (credits not
        matched by offsetting debits) indicates that returns were made but the original charge was
        not recorded in the Wash Account.
      
These differences can be cleared up by returning unreturned items or recording charges (debits) for
        items already returned. The mechanics of doing that likely will be finding the original
        expense account the item was charged to and making an entry like: debit Wash Account, credit
        original expense. It also could be as described above where the original recording is
        adjusted by adding a charge to Wash/Suspense account and decreasing the amount charged to
        the original account.
      


Selling Shares



Entering an investment sale transaction is done in a similar way to entering a buy transaction (see
      the section called “Buying New Shares”) except the amount entered in the
      Shares column is negative and the proceeds of the transaction is entered
      in the Sell column. The net proceeds from the sale should be transferred
      from the shares account to your bank or brokerage account.
    
For information on handling commissions and the use of Net
      Pricing or Gross Pricing, please see
      the section called “Handling Commissions and Fees”. If you will be recording a capital gain or loss on the
      sale, please see Chapter 11, Capital Gains and Chapter 16, Depreciation for
      more information on this topic. To use the GnuCash Automatic Calculation of Capital
      Gain or Loss Using Lots feature, please see the section called “Selling Shares with Automatic Calculation of Capital Gain or Loss Using Lots”
      otherwise continue to the next section.
    
Selling Shares with Manual Calculation of Capital Gain or Loss



Note
In order for GnuCash to commit the zero-share, zero-price split for account
          Assets:Stock:SYMBOL to the transaction in the following schemes, you
          must Tab out of that split. If you use the
          Enter key, GnuCash will convert the split into shares of
          the commodity.
        

In the schemes of transaction splits presented below, the following symbols are used:
        
	NUM_SHARES
	the number of shares you are selling
              
	COMMISSION
	brokerage commissions or fees
              
	GROSS_SELL_PRICE
	unit price for which you sold the shares, not reduced by COMMISSION
              
	NET_SELL_PRICE
	unit price for which you sold the shares, reduced by COMMISSION
              
	GROSS_BUY_PRICE
	unit price for which you bought the shares, not increased by COMMISSION
              
	NET_BUY_PRICE
	unit price for which you bought the shares, increased by COMMISSION
              
	GROSS_BUY
	total price for which you bought shares, excluding COMMISSION, equal to NUM_SHARES * GROSS_BUY_PRICE
              
	NET_BUY
	amount of money for which you bought shares including COMMISSION, equal to GROSS_BUY + COMMISSION
              
	GROSS_SALE
	total price for which you sold shares, equal to NUM_SHARES * GROSS_SELL_PRICE
              
	NET_SALE
	amount of money received from the sale, equal to GROSS_SALE − COMMISSION
              
	GROSS_PROFIT
	amount of money you made on the sale, not reduced by COMMISSION
              
	NET_PROFIT
	amount of money you made on the sale, reduced by COMMISSION
              



      
There are 2 ways of manually recording the capital gain or loss. The capital gain/loss can be
        combined with the sale in one transaction or it can be entered in a separate transaction.
      
Combine the Sale and Capital Gain/Loss in One Transaction



This has the advantage that all parts of the sale event are kept together. This is
          not compatible with using scrubbing (see
          the section called “Selling Shares with Automatic Calculation of Capital Gain or Loss Using Lots”). If you may in future use scrubbing on a specific
          security, save some work later by entering the capital gain/loss splits in a separate
          transaction now.
        
When the capital gain/loss splits are combined with the sale splits in one transaction, there are 2
          splits for the security account in the same transaction, so the transaction must be
          entered with the security register in Auto-Split Ledger or
          Transaction Journal view. One of the splits for the security account
          is for the sale and the other is for the capital gain or loss. The security account split
          for the capital gain or loss must be entered with 0 number of shares and 0 price per share
          to stop the automatic recalculation of these fields.
        
Account for the profit or loss as coming from an Income:Capital Gains or
          Expenses:Capital Loss account.
        
Combined, Gross Pricing



Table 9.1. Selling Shares Split Scheme, Sale and Capital Gain/Loss Are Combined, Gross Pricing
	
                    Account
                  	
                    Number of Shares
                  	
                    Share Price
                  	
                    Total Buy
                  	
                    Total Sell
                  
	
                    Assets:Bank ABC
                  	 	 	
                    NET_SALE
                  	 
	
                    Assets:Stock:SYMBOL
                  	
                    0
                  	
                    0
                  	
                    GROSS_PROFIT
                  	
                    (Loss)
                  
	
                    Expenses:Commission
                  	 	 	
                    COMMISSION
                  	 
	
                    Assets:Stock:SYMBOL
                  	
                    −NUM_SHARES
                  	
                    GROSS_SELL_PRICE
                  	 	
                    GROSS_SALE
                  
	
                    Income:Capital Gains
                  	 	 	
                    (Loss)
                  	
                    GROSS_PROFIT
                  



Example 9.1. Sale of Shares with Profit, Manual Profit/Loss Calculation, Sale & Profit Combined, Gross
              Pricing
In this example, we will use the AMZN account created in the section called “Example Stock Account”.
            
You bought 100 shares of AMZN for $20 per share, then later sell them all for $36 per share with a
              commission of $75. The split transaction scheme is as follows:
              
	GROSS_BUY_PRICE is $20 (the original buying price),
                  
	NUM_SHARES is 100,
                  
	GROSS_BUY is $2,000 (the original buying cost),
                  
	GROSS_SALE is $3,600,
                  
	and finally GROSS_PROFIT is $1,600 (GROSS_SALE − GROSS_BUY).
                  



            

              
Table 9.2. Selling Shares Split Scheme, Sale & Gain Combined, Gross Pricing
	
                        Account
                      	
                        Shares
                      	
                        Price
                      	
                        Buy
                      	
                        Sell
                      
	
                        Assets:Bank ABC
                      	 	 	
                        3525.00
                      	 
	
                        Assets:Brokerage Account:Stock:AMZN
                      	
                        0
                      	
                        0
                      	
                        1600.00
                      	 
	
                        Expenses:Commission
                      	 	 	
                        75.00
                      	 
	
                        Assets:Brokerage Account:Stock:AMZN
                      	
                        −100
                      	
                        36.00
                      	 	
                        3600.00
                      
	
                        Income:Capital Gain (Long Term):AMZN
                      	 	 	 	
                        1600.00
                      





              
Figure 9.18. Selling Shares, Gain Combined, Gross Pricing
[image: Selling Shares, Gain Combined, Gross Pricing]





              
Note
In the above screenshot, it appears there are 2 transactions for Mar. 21, 2006. This is because the
                  register is in  Auto-Split Ledger view and there are 2 splits
                  for the register account in the 1 transaction. Transaction
                  Journal view may be clearer. Refer to
                  the section called “Simple vs. Split Transactions”. As there are 2 splits for the register
                  account in the sale transaction, this transaction must be entered in
                  Auto-Split Ledger or Transaction Journal
                  view. It cannot be entered in Basic Ledger view.
                



              
Figure 9.19. The Account Tree after the Example of Selling Shares for a Gain
[image: The Account Tree after the Example of Selling Shares for a Gain]




            



Combined, Net Pricing



Table 9.3. Selling Shares Split Scheme, Sale and Capital Gain/Loss Are Combined, Net Pricing
	
                    Account
                  	
                    Number of Shares
                  	
                    Share Price
                  	
                    Total Buy
                  	
                    Total Sell
                  
	
                    Assets:Bank ABC
                  	 	 	
                    NET_SALE
                  	 
	
                    Assets:Stock:SYMBOL
                  	
                    0
                  	
                    0
                  	
                    NET_PROFIT
                  	
                    (Loss)
                  
	
                    Assets:Stock:SYMBOL
                  	
                    −NUM_SHARES
                  	
                    NET_SELL_PRICE
                  	 	
                    NET_SALE
                  
	
                    Income:Capital Gains
                  	 	 	
                    (Loss)
                  	
                    NET_PROFIT
                  



Example 9.2. Sale of Shares with Profit, Manual Profit/Loss Calculation, Sale & Profit Combined, Net Pricing
In this example, we will use the AMZN account created in the section called “Example Stock Account”.
            
You bought 100 shares of AMZN for $20 per share (including commissions), then later sell them all
              for $36 per share with a commission of $75. The split transaction scheme is as
              follows:
              
	NUM_SHARES is 100,
                  
	NET_BUY_PRICE is $20 (the original buying price),
                  
	NET_BUY is $2,000 (the original buying cost),
                  
	NET_SELL_PRICE is $35.25 (($3600 − $75) / 100)),
                  
	GROSS_SALE is $3,600, NET_SALE is $3,525,
                  
	and finally NET_PROFIT is $1,525 (NET_SALE − NET_BUY).
                  



            

              
Table 9.4. Selling Shares Split Scheme, Sale & Gain Combined, Net Pricing
	
                        Account
                      	
                        Shares
                      	
                        Price
                      	
                        Buy
                      	
                        Sell
                      
	
                        Assets:Bank ABC
                      	 	 	
                        3525.00
                      	 
	
                        Assets:Brokerage Account:Stock:AMZN
                      	
                        0
                      	
                        0
                      	
                        1525.00
                      	 
	
                        Assets:Brokerage Account:Stock:AMZN
                      	
                        −100
                      	
                        35.25
                      	 	
                        3525.00
                      
	
                        Income:Capital Gain (Long Term):AMZN
                      	 	 	 	
                        1525.00
                      





              
Figure 9.20. Selling Shares for Gain using Net Pricing in Transaction Journal View
[image: Selling Shares for Gain using Net Pricing in Transaction Journal View]




            




Separate the Capital Gain/Loss Transaction from the Sale Transaction



This is required if using scrubbing to calculate and
          create capital gain/loss transactions automatically. Otherwise scrubbing will not detect
          them and will create an incorrectly valued capital gain/loss transaction.
        
Separated, Gross Pricing



Table 9.5. Selling Shares Split Scheme, Sale and Capital Gain/Loss Are Separate Transactions, Sale Transaction
	
                    Account
                  	
                    Number of Shares
                  	
                    Share Price
                  	
                    Total Buy
                  	
                    Total Sell
                  
	
                    Assets:Bank ABC
                  	 	 	
                    NET_SALE
                  	 
	
                    Expenses:Commission
                  	 	 	
                    COMMISSION
                  	 
	
                    Assets:Stock:SYMBOL
                  	
                    −NUM_SHARES
                  	
                    GROSS_SELL_PRICE
                  	 	
                    GROSS_SALE
                  



Table 9.6. Selling Shares Split Scheme, Sale and Capital Gain/Loss Are Separate Transactions, Capital Gain/Loss
              Transaction
	
                    Account
                  	
                    Number of Shares
                  	
                    Share Price
                  	
                    Total Buy
                  	
                    Total Sell
                  
	
                    Assets:Stock:SYMBOL
                  	
                    0
                  	
                    0
                  	
                    GROSS_PROFIT
                  	
                    (Loss)
                  
	
                    Income:Capital Gains
                  	 	 	
                    (Loss)
                  	
                    GROSS_PROFIT
                  



Example 9.3. Sale of Shares with Profit, Manual Profit/Loss Calculation, Sale & Profit Separated, Gross
              Pricing
In this example, we will use the AMZN account created in the section called “Example Stock Account”.
            
You bought 100 shares of AMZN for $20 per share and commissions $20, then later sell them all for
              $36 per share with a commission of $75. The split transaction scheme is as follows:
              
	GROSS_BUY_PRICE is $20 (the original buying price),
                  
	NUM_SHARES is 100,
                  
	GROSS_BUY is $2,000 (the original buying cost),
                  
	GROSS_SALE is $3,600,
                  
	finally GROSS_PROFIT is $1,600 (GROSS_SALE − GROSS_BUY).
                  



            
Table 9.7. Selling Shares Split Scheme, Sale Transaction, Gross Pricing
	
                        Account
                      	
                        Shares
                      	
                        Price
                      	
                        Buy
                      	
                        Sell
                      
	
                        Assets:Bank ABC
                      	 	 	
                        3525.00
                      	 
	
                        Expenses:Commission
                      	 	 	
                        75.00
                      	 
	
                        Assets:Brokerage Account:Stock:AMZN
                      	
                        −100
                      	
                        36.00
                      	 	
                        3600.00
                      





              
Table 9.8. Selling Shares Split Scheme, Gain Transaction, Gross Pricing
	
                        Account
                      	
                        Shares
                      	
                        Price
                      	
                        Buy
                      	
                        Sell
                      
	
                        Assets:Brokerage Account:Stock:AMZN
                      	
                        0
                      	
                        0
                      	
                        1600.00
                      	 
	
                        Income:Capital Gain (Long Term):AMZN
                      	 	 	 	
                        1600.00
                      





              
Figure 9.21. Selling Shares for Gain Where the Sale and Gain are Recorded in Separate Transactions, in
                  Transaction Journal View
[image: Selling Shares for Gain Where the Sale and Gain are Recorded in Separate Transactions, in Transaction Journal View]




            



Separated, Net Pricing



Table 9.9. Selling Shares Split Scheme, Sale and Capital Gain/Loss Are Separate Transactions, Sale Transaction
	
                    Account
                  	
                    Number of Shares
                  	
                    Share Price
                  	
                    Total Buy
                  	
                    Total Sell
                  
	
                    Assets:Bank ABC
                  	 	 	
                    NET_SALE
                  	 
	
                    Assets:Stock:SYMBOL
                  	
                    −NUM_SHARES
                  	
                    NET_SELL_PRICE
                  	 	
                    NET_SALE
                  



Table 9.10. Selling Shares Split Scheme, Sale and Capital Gain/Loss Are Separate Transactions, Capital Gain/Loss
              Transaction
	
                    Account
                  	
                    Number of Shares
                  	
                    Share Price
                  	
                    Total Buy
                  	
                    Total Sell
                  
	
                    Assets:Stock:SYMBOL
                  	
                    0
                  	
                    0
                  	
                    NET_PROFIT
                  	
                    (Loss)
                  
	
                    Income:Capital Gains
                  	 	 	
                    (Loss)
                  	
                    NET_PROFIT
                  



Example 9.4. Sale of Shares with Profit, Manual Profit/Loss Calculation, Sale & Profit Separated, Net Pricing
In this example, we will use the AMZN account created in the section called “Example Stock Account”.
            
You bought 100 shares of AMZN for $20 per share (including commissions), then later sell them all
              for $36 per share with a commission of $75. In the split transaction scheme is as
              follows:
              
	NUM_SHARES is 100,
                  
	NET_BUY_PRICE is $20 (the original buying price),
                  
	NET_BUY is $2,000 (the original buying cost),
                  
	NET_SELL_PRICE is $35.25 (($3600 − $75) / 100)),
                  
	GROSS_SALE is $3,600, NET_SALE is $3,525,
                  
	and finally NET_PROFIT is $1,525 (NET_SALE − NET_BUY).
                  



            
Table 9.11. Selling Shares Split Scheme, Sale Transaction, Net Pricing
	
                        Account
                      	
                        Shares
                      	
                        Price
                      	
                        Buy
                      	
                        Sell
                      
	
                        Assets:Bank ABC
                      	 	 	
                        3525.00
                      	 
	
                        Assets:Brokerage Account:Stock:AMZN
                      	
                        −100
                      	
                        35.25
                      	 	
                        3525.00
                      




            
Table 9.12. Selling Shares Split Scheme, Gain Transaction, Net Pricing
	
                        Account
                      	
                        Shares
                      	
                        Price
                      	
                        Buy
                      	
                        Sell
                      
	
                        Assets:Brokerage Account:Stock:AMZN
                      	
                        0
                      	
                        0
                      	
                        1525.00
                      	 
	
                        Income:Capital Gain (Long Term):AMZN
                      	 	 	 	
                        1525.00
                      





              
Figure 9.22. Selling Shares for Gain Where the Sale and Gain are Recorded in Separate Transactions, in
                  Transaction Journal View
[image: Selling Shares for Gain Where the Sale and Gain are Recorded in Separate Transactions, in Transaction Journal View]




            





Selling Shares with Automatic Calculation of Capital Gain or Loss Using Lots



Introduction



Wikipedia includes the following definition of a lot:
          
a set of goods for sale together in an auction; or a quantity of a financial instrument
            



        
GnuCash has a built-in lot management facility that can be used to keep track of capital gains or
          losses resulting from security sales. Buy and sell transactions are put into lots for the
          purpose of calculating the cost of the sale. More specifically, a lot is used to link
          particular buy and sell transaction splits. Lots can be automatically or manually created
          and linked. Capital gain or loss can be automatically calculated and transaction(s)
          created for the difference between the sale value and the cost of the securities sold.
          GnuCash refers to this process as scrubbing.
        
The term scrub is used because security accounts need to be cleaned after sales
          to ensure the difference between the cost paid for securities, and value received from
          selling them, is accounted for as capital gain or loss. If the capital gain/loss is not
          correct, the Trial Balance bottom line total debits will not
          balance to total credits. To see the Trial Balance, select
          Reports → Income & Expense → Trial Balance
          .
        
Note
If you make an error, you can delete the lot(s) and capital gain/loss transaction(s) and retry.
            Ensure you delete the lot, or at least unlink sale transactions from the lot, before you
            delete a capital gain/loss transaction. Otherwise, the Lots in
            Account screen will recreate the capital gain/loss transaction when you
            select the lot.
          

If you are not familiar with FIFO, LIFO or Average costing,
          please see Wikipedia FIFO and
          LIFO accounting and
          Average cost method.
        
If you are not familiar with the difference between GnuCash transactions and splits, please see
          the section called “Simple vs. Split Transactions”.
        
The GnuCash lot management facility can be a useful feature, reducing manual calculation, especially
          if dividends have been reinvested over years and there are many different costs involved.
          It can automatically link buy transactions to sell transactions using
          FIFO cost method and one can manually link specific buy transactions to
          sell transactions in order to use LIFO. Advanced Portfolio Report basis
          costs and gains/losses will agree with the costs and gain/loss transactions created by
          scrubbing if either the FIFO or LIFO cost methods
          are used.
        

Lots in Account Window



The Lots in Account SSSS window, where SSSS is a security account, is used to
          manually or automatically link security transaction splits to lots and create capital
          gain/loss transactions to account for the difference between the costs of buying a
          security and the value received by selling it.
        
To open the Lots in Account window, open the security account register, then
          select
          Actions → View Lots
          .
        
Figure 9.23. Selling Shares - Capital Gains - Lots in Account window
[image: Selling Shares - Capital Gains - Lots in Account window]An image of the Lots in Account window.
                





Refer to the Help Manual, Chapter 8 Tools & Assistants,
          Lots in Account for details of the
          Lots in Account screen elements.
        

Procedure Summary



Using the lot management facility for the automatic calculation of capital gain or loss typically
          follows these steps:
          
	Record the sale transaction using Net Pricing (but stop short of entering the Capital Gain
                transaction as it will be created by scrubbing). See
                Example 9.4, “Sale of Shares with Profit, Manual Profit/Loss Calculation, Sale & Profit Separated, Net Pricing”.
              
	the section called “Manual Lot Creation and Linking” (Optional depending on cost method)
              
	the section called “Automatic Creation of Capital Gain Or Loss Transactions”
              
	the section called “Change Orphaned Gains-CCC to Gain/Loss Account”
              
	the section called “Run a Trial Balance” report to ensure total debits balance to total credits.
              



        

Manual Lot Creation and Linking



Before using this feature, ensure you have read the section called “Considerations”.
        
This functionality allows the manual linking of specific buy and sell transactions. It may be used
          in the case where a user wishes to use a different cost method than the automatic linking
          method (FIFO). Effectively, if one wishes the cost basis and capital
          gains in the Advanced Portfolio Report to be consistent with the capital gains
          transactions created by scrubbing, manual lot creation only needs to be used when using
          LIFO or “sale of designated lots” (the same thing for
          securities as far as US personal tax law is concerned). This is because the scrub function
          can automatically do FIFO linking so there is no need to do it manually
          and scrubbing cannot be used for average costing. See
          Example 9.5, “Manual Lot Creation and Linking”.
        

Automatic Creation of Capital Gain Or Loss Transactions



Note
Do not do this unless you are using FIFO or
            LIFO to cost sales. See the section called “Considerations”.
          

GnuCash can automatically calculate and create security sale capital gain/loss transactions. Lots are
          used to link buy transaction splits with sell transaction splits so the correct cost of
          the securities sold can be determined. GnuCash will use any existing lots, and create new
          lots for any buy transaction splits not already linked to a lot. Buy and sell transaction
          splits are linked to lots using FIFO method.
        
See:
          
	Example 9.6, “Automatic Creation of Capital Gain Or Loss Transactions”,
              
	Example 9.7, “Automatic Creation of Capital Gain Or Loss Transactions, 2 Sales at Once”,
              
	Example 9.8, “Automatic Creation of Capital Gain Or Loss Transactions - After a Simple Stock Split”.
              



        

Change Orphaned Gains-CCC to Gain/Loss Account



The capital gain/loss transaction(s) created by scrubbing uses an automatically created generic
          Orphaned Gains-CCC account (where CCC is the security currency)
          because GnuCash doesn't know which capital gain or loss account should be used. After
          scrubbing, the user should edit the  Orphaned Gains-CCC transaction
          split to re-assign the income account to a more meaningful income (or expense) gain or
          loss account (for example, Income:Capital Gain (Long Term):IBM).
        
See Example 9.9, “Changing the Orphaned Gains-CCC to Gain/Loss Account”.
        

Run a Trial Balance



Running a Trial Balance report (
          Reports → Income & Expense → Trial Balance
          ) after creating capital gain/loss transactions, is a basic check that capital
          gains/losses are correctly accounting for the difference between the cost paid for
          securities, and value received from selling them. At the end of the report, total debits
          should equal total credits.
        
Tip
A Trial Balance may not balance due to some other problem. To determine if the cause of an imbalance
            is from incorrectly accounting for capital gain/loss:
            
	If necessary, temporarily change the date of the sell transaction and the capital gain/loss
                  transaction, so they are the only transactions for a particular date, then run the
                  Trial Balance as at the day before. If the Trial Balance is still out by the same
                  amount, it is not the capital gain/loss that is causing the problem.
                

	If you find a prior out of balance Trial Balance, keep running the Trial
                  Balance report with different dates until you find the date it starts being out of
                  balance. Temporarily change the transaction dates for each transaction on the
                  problem date to the following day, then change the dates back to the correct date
                  1 at a time, running the Trial Balance each time, until you identify the problem
                  transaction. When you change the date of a security sell transaction, you also
                  need to change the date of the corresponding capital gain transaction as it is
                  only the sum of these that will balance in the Trial Balance.
                




          


Considerations



There are some points that should be considered before using the lot management facility.
        
	GnuCash implements only the First In/ First Out (FIFO) cost method when
              automatically linking buy transactions to sell transactions. That means the oldest
              securities are always sold first. The Last In First Out (LIFO) cost
              method may be used by manually linking the most recent buy security splits to the sell
              split before scrubbing.
            

	The Advanced Portfolio Report does not use lot information when calculating costs, just the security
              transaction splits. It calculates the cost basis and gains or losses using the
              selected Basis calculation method report option (Average,
              FIFO or LIFO). If one wishes the Advanced
              Portfolio Report costs and gains/losses to be consistent with the capital gain/loss
              transactions created by scrubbing, the same cost model must be used in both places.
            

	Scrubbing does not recognize commissions or fees so makes no allowance for them in the calculation
              of gain or loss. Therefore you must use Net Pricing rather than
              Gross Pricing if you wish to use scrubbing. See
              the section called “Handling Commissions and Fees”.
            

	Scrubbing does not recognize capital gain/loss transaction splits if they have been manually entered
              as part of the sale transaction. Therefore ensure previous sales are recorded as 2
              transactions:
            
Table 9.13. Transaction 1 dealing with value received and the reduction of the number of shares
	
                      Account
                    	
                      Tot Shares
                    	
                      (Unit) Price
                    	
                      Buy (Debit)
                    	
                      Sell (Credit)
                    
	
                      Brokerage or Bank
                    	 	 	
                      Debit
                    	 
	
                      Security
                    	
                      −NumSold
                    	
                      SaleUnitPrice
                    	 	
                      SaleValue
                    



Table 9.14. Transaction 2 capital gain/loss (loss in this example)
	
                      Account
                    	
                      Tot Shares
                    	
                      (Unit) Price
                    	
                      Buy (Debit)
                    	
                      Sell (Credit)
                    
	
                      Capital Loss
                    	 	 	
                      Debit
                    	 
	
                      Security
                    	
                      0
                    	
                      0
                    	 	
                      Credit
                    




	The automatic capital gains calculations can handle straightforward buy, sell, and return of capital
              transactions but any transaction that affect the number of shares, even simple splits,
              will cause it to produce wrong answers so those cases must be handled manually.
            




Examples



Example 9.5. Manual Lot Creation and Linking
Here is an example of selling part of a security holding using the LIFO method.
            In this example, the most recent buy transaction (dated Jul. 1, 2016, a reinvested
            dividend), is linked to a lot, along with the sell transaction, and the GnuCash scrub
            function is used to calculate capital gain or loss and create the capital gain/loss
            transaction.
          
	Open the security account's register.
              
Figure 9.24. Selling Shares - Capital Gains - Security register before scrubbing a single lot
[image: Selling Shares - Capital Gains - Security register before scrubbing a single lot]An image of the Security Account register in transaction journal view, before lot scrubbing.
                      






	Ensure all previous capital gain/loss transactions are separate transactions to the sell
                transactions which record the reduction in the number of shares and the value
                received.
              

	Select
                Actions → View Lots
                to open the Lots in Account SSSS window where SSSS is the
                security account.
              
Figure 9.25. Selling Shares - Capital Gains - Lots before scrubbing a single lot
[image: Selling Shares - Capital Gains - Lots before scrubbing a single lot]An image of the Lots in Account window before lot scrubbing.
                      






	Create a new lot using the New Lot button. Initially this lot is not linked
                to any buy or sell split.
              

	Highlight the new lot in the Lots in This Account panel.
              

	Highlight the buy split (dated Jul. 1, 2016) of the security to be sold in the Splits
                free panel.
              

	Click the >> button to link the buy split with the highlighted lot. The
                split moves from the Splits free panel to the Splits
                in Lot panel.
              

	Repeat the previous 2 steps for any other buy splits that should be included in the lot (in this
                example, there is only 1 buy split in the sale).
              

	Highlight the sell split in the Splits free panel.
              

	Click the >> button to link the sell split with the highlighted lot.
              

	Check the lot Balance is as expected. In this example the lot balance should be
                zero as the number of securities sold in the lot, is matched with the same number of
                security buys.
              
Figure 9.26. Selling Shares - Capital Gains - Lots before scrubbing a single lot, after manual linking
[image: Selling Shares - Capital Gains - Lots before scrubbing a single lot, after manual linking]An image of the Lots in Account window before scrubbing a single lot.
                      






	Click the Scrub button (not the Scrub
                Account button.)
              
The Lots in Account window has not changed after using the
                Scrub button so no example screen image is supplied.
              

	Close the Lots in Account SSSS window and return to the security account
                register.
              
Figure 9.27. Selling Shares - Capital Gains - Register after manual linking and scrubbing a single lot
[image: Selling Shares - Capital Gains - Register after manual linking and scrubbing a single lot]An image of the Register after scrubbing a single lot.
                      






	Continue to the section called “Change Orphaned Gains-CCC to Gain/Loss Account”.
              





Example 9.6. Automatic Creation of Capital Gain Or Loss Transactions
Create the capital gains transaction by following these steps:
          
	Open the security account's register.
              

	Ensure any previous manually entered capital gain/loss transaction splits have been entered in
                separate transactions to the the sell transactions.
              

	Select
                Actions → View Lots
                to open the Lots in Account SSSS window where SSSS is the
                security account.
              

	If using LIFO, use the above procedure the section called “Manual Lot Creation and Linking” to
                create a lot for each sell transaction, link the lot with the sell transaction and
                each of the buy transactions that make up the sale.
              

	Click the Scrub Account button which:
              
	Creates lots for any buy transactions that are not already linked to a lot and links them to sell
                    transactions splits using the FIFO method. As a transaction
                    split can only be linked to 1 lot, if a sell transaction needs to be linked to
                    multiple lots, the sell transaction split is itself split into multiple
                    subsplits. In the case of multiple subsplits, it is possible to have different
                    splits from the same transaction in both the Splits free
                    and Splits in lot panels.
                  

	Creates a separate transaction per lot for capital gain/loss.
                  



	Continue to the section called “Change Orphaned Gains-CCC to Gain/Loss Account”.
              





Example 9.7. Automatic Creation of Capital Gain Or Loss Transactions, 2 Sales at Once
Here is an example of FIFO scrubbing without manual lot creation. In this
            example, the transactions for 2 sales are scrubbed at once but usually scrubbing would
            be performed after each sale. One reason for scrubbing 2 sales at once, could be because
            there were multiple sales on the same day.
            
Figure 9.28. Selling Shares - Capital Gains - Register before Scrub Account
[image: Selling Shares - Capital Gains - Register before Scrub Account]An image of the Security Account register in transaction journal view, before Scrub Account is used.
                    






          
	Select
                Actions → View Lots
                to open the Lots in Account SSSS window where SSSS is the
                security account.
              
Figure 9.29. Selling Shares - Capital Gains - Lots before Scrub Account
[image: Selling Shares - Capital Gains - Lots before Scrub Account]An image of the Lots in Account window before Scrub Account is used.
                      






	Click the Scrub Account button.
              
Figure 9.30. Selling Shares - Capital Gains - Lots after Scrub Account
[image: Selling Shares - Capital Gains - Lots after Scrub Account]An image of the Lots in Account  window after using Scrub Account.
                      





Note
After using the Scrub Account button only the last lot is shown, so the above
                  image is after the Lots in Account window has been closed and
                  reopened so all the lots show.
                


	Close the Lots in Account SSSS window and return to the security account
                register.
              
Figure 9.31. Selling Shares - Capital Gains - Register after Scrub Account
[image: Selling Shares - Capital Gains - Register after Scrub Account]An image of the security register after using Scrub Account.
                      





Note
The security splits in the sell transactions have been split into subsplits, one subsplit per lot,
                  and a capital gain transaction has been created for each security subsplit of each
                  sell transaction.
                


	Continue to the section called “Change Orphaned Gains-CCC to Gain/Loss Account”.
              





Example 9.8. Automatic Creation of Capital Gain Or Loss Transactions - After a Simple Stock Split
Here is an example of FIFO scrubbing without manual lot creation/linking, where
            the Stock Split Assistant has been used for a simple stock split. In this example, 100
            shares of security XYZ were bought for $10.00 each, there was a simple 2 for 1 stock
            split for zero cost (so the holding was then 200 shares @ $5.00 each), then all 200
            shares were sold for $6.00 each.
          
Figure 9.32. Selling Shares - Capital Gains - Register after Scrub Account
[image: Selling Shares - Capital Gains - Register after Scrub Account]An image of the Security Account register in transaction journal view, after Scrub Account is used.
                    







            
Figure 9.33. Selling Shares - Capital Gains - Lot 0 after Scrub Account
[image: Selling Shares - Capital Gains - Lot 0 after Scrub Account]An image of the Security Account register in transaction journal view, after Scrub Account is used.
                    







            
Figure 9.34. Selling Shares - Capital Gains - Lot 1 after Scrub Account
[image: Selling Shares - Capital Gains - Lot 1 after Scrub Account]An image of the Security Account register in transaction journal view, after Scrub Account is used.
                    






          
The above screenshots show that scrubbing created:
            
	2 lots. A separate lot for each buy (it essentially treats the stock split as a buy of 100 for no
                  cost.)
                
	2 capital gain transactions (one for each lot) on the date of the sale:
                
	Lot 0: Jul. 1, 2009 loss $400 (sale $600 − cost $1,000.)
                    
	Lot 1: Jul. 1, 2009 gain $600 (sale $600 − cost $0.)
                    






          
Total gain $200 is correct. Whether the gain is a single long-term one or one each of long-term and
            short-term or whether there's even a distinction depends on the user's tax jurisdiction
            and the way the split is structured. If the user needs help figuring it out they should
            consult a professional.
          


Example 9.9. Changing the Orphaned Gains-CCC to Gain/Loss Account
	Close the Lots in Account SSSS window if open and return to the security
                account register.
              
Figure 9.35. Selling Shares - Capital Gains - Register after scrubbing a single lot
[image: Selling Shares - Capital Gains - Register after scrubbing a single lot]An image of the security register after scrubbing a single lot.
                      






	Find each new Realized Gain/Loss transaction in the security account register
                (they will have the same date as the sell transactions).
              

	Edit the Orphaned Gains-CCC transaction split to re-assign the income account
                to a more meaningful income (or expense) gain or loss account (for example,
                Income:Capital Gain (Long Term):IBM).
              
Tip
You may like to split the capital gain/loss into taxable and non taxable parts if that is in accord
                  with your tax laws.
                









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!
    
	First, let’s create a file to store your real data. Open GnuCash and select
          File → New File
          from the Menubar. This will start the New Account Hierarchy
          Setup assistant that allows you to create several accounts at once.
        
Note
If you are running GnuCash for the first time, you will be presented with the Cannot find
            default values screen which is described in details in the GnuCash manual.
          

Figure 2.7. New Account Hierarchy Setup: Introduction
[image: New Account Hierarchy Setup: Introduction]This image shows the first screen of the New Account Hierarchy Setup assistant.
                





The first screen of the assistant gives you a description of what the assistant does. Click the
          Forward button to proceed to the next screen.
        

	In the second screen, set the New Book Options on the different tabs, then
          press the Forward button. You can also update these options later
          using
          File  → Properties
          . For details of these options, see the GnuCash Manual, chapter Customizing GnuCash, Book
          Options.
        
Figure 2.8. New Account Hierarchy Setup: Book Options
[image: New Account Hierarchy Setup: Book Options]This image shows the second screen of the New Account Hierarchy Setup assistant
                  where you select the Book Options.
                






	In the third screen, select the currency to use for the new accounts from the dropdown list. Then
          press the Forward button.
        
Note
The currency you select here, will be assigned to all the accounts created in
            this assistant.
          

Figure 2.9. New Account Hierarchy Setup: Currency Selection
[image: New Account Hierarchy Setup: Currency Selection]This image shows the third screen of the New Account Hierarchy Setup assistant
                  where you select the Currency.
                






	In the fourth screen select the Common Accounts group in the
          Categories pane. Then press the Forward button
          to proceed.
        
Note
If you want, you can select one or more of the predefined account-groups here. For more information
            on account types, see the section called “GnuCash Accounts”.
          

Figure 2.10. New Account Hierarchy Setup: Account Selection
[image: New Account Hierarchy Setup: Account Selection]This image shows the fourth screen of the New Account Hierarchy Setup assistant
                  where you choose the various Accounts.
                






	In the fifth screen you will be able to set an Opening Balance on each of the
          accounts, as well as indicate if the account should be a Placeholder.
          As these features will be described in next chapters, leave all as configured by GnuCash and
          click Forward to open the last screen of the assistant.
        
Figure 2.11. New Account Hierarchy Setup: Account Setup
[image: New Account Hierarchy Setup: Account Setup]This image shows the fifth screen of the New Account Hierarchy Setup assistant
                  where you can set Opening Balance.
                






	In the last screen of the assistant, click Apply to create all the accounts
          and leave the assistant.
        
Figure 2.12. New Account Hierarchy Setup: Finish
[image: New Account Hierarchy Setup: Finish]This image shows the last screen of the New Account Hierarchy Setup assistant.
                






	After pressing Apply in the previous window, you will be presented with the
          save dialog. Select the XML Data Format,
          Name the file as gcashdata_1, select the folder
          where to save the file (remember it as the data file will be used in the tutorials
          throughout this manual), and finally press the Save as button.
        
Your main window should now look something like this:
        
Figure 2.13. Tutorial: Starting Account View of the Test File
[image: Tutorial: Starting Account View of the Test File]







Chapter 11. Capital Gains



This chapter will present some of the techniques used to keep track of the unrealized and realized
    gains and losses, better known as capital gains and losses.
  
Basic Concepts



This chapter will present some of the techniques used to keep track of the unrealized and realized
      gains and losses, better known as capital gains and losses.
    
Certain resellable assets can change value over time, such as stocks, bonds, houses, or cars. Some
      assets could increase in value, some could decrease in value. It is important to be able to
      track some of these time-dependent asset valuations, this chapter will show you how.
    
Probably everything you own will increase or decrease in value over time. So, the question is for
      which of these assets should you track this changing value? The simple answer is that you only
      need to track this for items which could be sold for cash in the future or which relate to
      taxation.
    
Consumable and disposable items (for example, food, gas for your car, or printer paper) are
      obviously not involved. Thus, even though the new clothes you recently bought will certainly
      depreciate, you would not want to track this depreciation since you have no intention of
      reselling the clothes and there is no tax implications to the depreciation on clothing. So,
      for this example, the purchase of new clothes should be recorded as a pure expense... you
      spent the money, and it is gone.
    
Asset appreciation occurs when something you own increases in value over time. When you own an asset
      which has increased in value, the difference between the original purchase price and the new
      value is known as unrealized gains. When you sell the asset, the profit
      you earn is known as realized gains or capital
      gains. An example of an asset from which you could have unrealized gains, and
      eventually capital gains, is stock in a publicly traded company.
    


Putting It All Together



In the section called “Transactions”, you entered some transactions in your checking account. In
      this chapter, we will add more transactions and then reconcile them.
    
Opening Balances



So, let’s get started by opening the gcashdata file you saved in the last chapter
        (gcashdata_4). Your chart of accounts should look like this:
      
Figure 5.1. The Chart Of Accounts
[image: The Chart Of Accounts]This image shows the Chart of Accounts.
              






Add some transactions



	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 (In this case, the last transaction date was March 28, but
            this transfer transaction took place on the March 24). Your Transfer account will be
            Savings, since you are in the Checking
            account. Your Checking account should now look like this:
          
Figure 5.2. The Checking Account Register
[image: The Checking Account Register]This image shows the Checking Account Register.
                  






	Now let’s write some checks on this account. First, write a check to HomeTown Grocery for $75
            (5th of March). Your transfer account is Groceries, since all of
            this money is going to buy groceries. Next, write a check to ABC Hardware for $100 (6 of
            March), 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;
          
Figure 5.3. The Checking Account Register After Registering Some More Checks
[image: The Checking Account Register After Registering Some More Checks]This image shows the Checking Account Register after registering some more checks.
                  






	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 Asset.
            From your Checking account register, enter an ATM type withdrawal
            to transfer $100 from Checking to Cash on the
            25 of March.
          
Figure 5.4. The Checking Account Register With An ATM Withdrawal
[image: The Checking Account Register With An ATM Withdrawal]This image shows the Checking Account Register with an ATM withdrawal.
                  









Opening Balances



Now we are ready to reconcile this Checking account, using this sample bank
        statement:
      
Figure 5.5. A sample Bank Statement
[image: A sample Bank Statement]This image shows a sample Bank Statement.
              





	Select
            Actions → Reconcile
            from the menu, and fill in the Closing balance as $1451.79. 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:
          
Figure 5.6. The Reconcile Window
[image: The Reconcile Window]This image shows the reconcile window with a $5 difference.
                  





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:
          
Figure 5.7. The Checking Account With Service Charge
[image: The Checking Account With Service Charge]This image shows the Checking Account Register with service charge added.
                  






	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
            Toolbar to complete the reconciliation. The Reconcile R column in
            your Checking register should now show y for
            each transaction you just reconciled. Also observe the bottom status row that now
            indicates Reconciled: USD 1451.79
          
Figure 5.8. The Reconciled Checking Account
[image: The Reconciled Checking Account]This image shows the reconciled Checking Account Register.
                  









Save file



Go back to the main window and save your file with the new gcashdata_5 name.
        Your chart of accounts is steadily growing, and it should now look like this:
      
Figure 5.9. The Chart of Accounts
[image: The Chart of Accounts]This image shows the Chart of Accounts.
              






Reports



As we did in the previous chapter, let’s have a look at a Cash Flow, and
        a Transaction Report.
      
	First let’s have a look at the Cash Flow report for the month of March.
          
Select the cash flow report from
            Reports → Income & Expense → Cash Flow
            .
          
Figure 5.10. Cash Flow report for the month of March
[image: Cash Flow report for the month of March]This image shows the Cash Flow report after Chapter 5, Checkbook.
                  






	Now let’s have a look at corresponding transaction report for the various Asset accounts.
          
Select the transaction report from
            Reports → Transaction Report
            .
          
Figure 5.11. Transaction Report For The Assets During March
[image: Transaction Report For The Assets During March]This image shows the Transaction Report for the Assets accounts during March.
                  






	Now let’s change the transaction report to only show the various Expenses
            account.
          
Figure 5.12. Transaction Report For The Expenses During March
[image: Transaction Report For The Expenses During March]This image shows the Transaction Report for the various Expense accounts during March.
                  








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.
      


Appendix B. Auxiliary File Formats



These are the formats of some auxiliary files used by GnuCash.
  
Check Format Files (*.chk)



Overview



The check format file is used to tell GnuCash how to print a check or checks onto a page of paper.
        This file first describes the overall layout of a page (number of checks, orientation, etc)
        and then describes the layout of the specific items on a single check. The file is organized
        as a typical Key/Value file used by many Linux applications. Keys/values pairs are grouped
        into sections that begin with the group name enclosed in square brackets.
      
GnuCash looks for check format files in two different locations when you bring up the check printing
        dialog. The first location is typically
        /usr/share/gnucash/checks, where check files
        distributed with the application can be found. The second location is the user private
        ~/.local/share/gnucash/checks
        [2]
        directory. Users may add check formats at any time (even while GnuCash is running) simply by
        dropping a new *.chk file in this directory. The next time the check
        printing dialog is opened the new check format will appear in the list of available check
        formats.
      
Note
Printing functions differently depending on the version of GTK that is installed on your system.
          When GnuCash is using a version of GTK prior to 2.10 all offsets are measured from the lower
          left corner of the page or check. When using GTK 2.10 or later, all offsets are measured
          from the upper left corner of the page or check.
        


Example file



A typical GnuCash check file is presented below. The contents of this file will be described in the
        next sections.
      
[Top]
Guid = 67b144d1-96a5-48d5-9337-0e1083bbf229
Title = Quicken/QuickBooks (tm) US-Letter
Rotation = 0.0
Translation = 0.0;4.0
Show_Grid = false
Show_Boxes = false

[Check Positions]
Height = 252.0
Names = Top;Middle;Bottom

[Check Items]
Type_1 = PAYEE
Coords_1 = 90.0;102.0;400.0;20.0

Type_2 = AMOUNT_WORDS
Coords_2 = 90.0;132.0

Type_3 = AMOUNT_NUMBER
Blocking_Chars_3 = true
Coords_3 = 500.0;102.0

Type_4 = DATE
Coords_4 = 500.0;67.0

Type_5 = NOTES
Coords_5 = 50.0;212.0

Field Descriptions



Top Group



This section of the check file describes the overall layout of a page of checks (or check) that goes
          into the printer.
        
Table B.1. Overall Page Description Fields
	
                  Name
                	
                  Type
                	
                  Required
                	
                  Description
                
	
                  Guid
                	
                  string
                	
                  mandatory
                	
                  The guid is used to uniquely identify a check format to GnuCash. It must be unique
                  across the entire set of application supplied and user supplied check formats. If
                  you copy an application check file as the basis of your own check format, you must
                  change this value. The uuidgen program may be used to
                  generate these identifiers.
                
	
                  Title
                	
                  string
                	
                  mandatory
                	
                  The title is used to uniquely identify a check format to the user. This value is
                  presented verbatim in the check format list of the check printing dialog. If you
                  copy an application check file as the basis of your own check format, you should
                  change this value. The title may be any utf-8 string.
                
	
                  Font
                	
                  string
                	
                  optional
                	
                  If supplied, this is the default font used to print all text items on this check.
                  This field can contain any string that is acceptable by gtk as a font specifier.
                  If this field is omitted, the default font is the font specified in the GnuCash
                  preferences dialog. A typical string would be “sans 12”.
                
	
                  Blocking_Chars
                	
                  boolean
                	
                  optional
                	
                  If supplied, this is the default used when printing all TEXT
                  items on this check. When set to true, will print *** before
                  and after each text field on the check. Blocking characters are printed to protect
                  check fields from alteration. For example, the amount field may be printed as
                  ***100.00***
                
	
                  DateFormat
                	
                  boolean
                	
                  optional
                	
                  If supplied, this is the default used when printing all DATE
                  items on this check. When set to true, will print the format of the DATE in 8
                  point type, centered and below the actual DATE. For example DDMMYYYY.
                
	
                  Rotation
                	
                  double
                	
                  optional
                	
                  This value specified the rotation of the entire page (in degrees) around the
                  origin point. For gtk versions prior to 2.10, the origin point is in the lower
                  left corner of the page and rotation values increase in the counter-clockwise
                  direction. For gtk version 2.10 and later, the origin point is in the upper left
                  corner of the page and rotation values increase in the clockwise direction.
                  Rotation of the page is applied before translation.
                
	
                  Translation
                	
                  list of 2 doubles
                	
                  optional
                	
                  These values specify the x and y translation of the entire page (in points)
                  relative to the origin point. For gtk versions prior to 2.10, the origin point is
                  in the lower left corner of the page and translation values increase moving up and
                  to the right. For gtk version 2.10 and later, the origin point is in the upper
                  left corner of the page and translation values increase moving down and to the
                  right. Rotation of the page is applied before translation.
                
	
                  Show_Grid
                	
                  boolean
                	
                  optional
                	
                  If this value is set to true then GnuCash will draw a grid on
                  the page, starting at the origin with the lines spaced every 50 points. This can
                  be helpful when creating a check format file.
                
	
                  Show_Boxes
                	
                  boolean
                	
                  optional
                	
                  If this value is set to true then for each item where the
                  width and height have been specified, GnuCash will draw a box showing location and
                  maximum size of that item . This can be helpful when creating a check format file.
                



Note
The Blocking_Chars and DateFormat options are defined for all check formats in
            Edit->Preferences->Printing. It is recommened that these global options be set to false
            (the default), and that the options be set for individual Check Items as described
            below.
          


Check Positions Group



This group of items specifies how multiple checks are laid out on the same sheet of paper, and gives
          names to each of these check locations so that a user can specify which check location
          that GnuCash should print. This entire group of key/value pairs is optional, and should be
          omitted if the format file only specifies a single check per page of paper.
        
Table B.2. Multiple Checks Per Page Fields
	
                  Name
                	
                  Type
                	
                  Required
                	
                  Description
                
	
                  Height
                	
                  double
                	
                  mandatory
                	
                  This field specifies the height of a single check on the page. If there are
                  multiple checks per page then this item is mandatory. If there is only a single
                  check per page, this entire section should be omitted.
                
	
                  Names
                	
                  list of strings
                	
                  mandatory
                	
                  This field specifies the names of the check locations that can be printed on each
                  page. These names represent the check positions starting from the top of the page
                  and moving downward. The names are presented verbatim in the check position list
                  of the check printing dialog. A typical value for this field is
                  "Top;Middle;Bottom", but it could also be "First;Second;Third" or any other set of
                  strings that clearly identify the check locations. If there are multiple checks
                  per page then this item is mandatory. If there is only a single check per page,
                  this entire section should be omitted.
                




Check Items Group



This section specifies the individual items that are printed on the check. There is no limit to the
          number of items that may be present in this section, and any given type of item can be
          repeated multiple times. This allows for the printing of checks that have a side stub, or
          for the one-per-page business checks that have both the check and multiple check stubs on
          the same page. For example, to print the payee name on a business check and on both stubs,
          simply specify three payee items with differing print coordinates.
        
Each key names in this section explicitly includes the item number to which it applies. E.G. The key
          named Type_1 applies to the first item to be printed, and the key
          Coords_3 applies to the third item to be printed. Item numbers start
          at one and increase sequentially. Any gap in the numbering sequence is interpreted by
          GnuCash as the end of the item list. Items are printed in the order of their item numbers,
          not in the order in which they appear in the file.
        
Each item specified must include a type declaration. The rest of the parameters for that item depend
          upon the particular type of that item. See Table B.4, “Individual Check Item Types” for a
          list of valid item types and their required parameters.
        
Table B.3. Individual Check Item Fields
	
                  Name
                	
                  Type
                	
                  Required
                	
                  Description
                
	
                  Type_n
                	
                  string
                	
                  mandatory
                	
                  This field specifies the type of a single item to be printed on a check. See
                  Table B.4, “Individual Check Item Types” for a list of valid item types.
                
	
                  Coords_n
                	
                  list of 2 or 4 doubles
                	
                  mandatory
                	
                  This field specifies the coordinates where the item should be placed on a check,
                  and optionally also specifies the width and height of the item. The numbers in
                  order are the X and Y offset of the lower left corner of the item, and optionally
                  the width and height of the item. If the width is supplied then the height must
                  also be supplied, so this field will always contain two or four numbers. For gtk
                  versions prior to 2.10, the origin point is in the lower left corner of the page
                  and translation values increase moving up and to the right. For gtk version 2.10
                  and later, the origin point is in the upper left corner of the page and
                  translation values increase moving down and to the right.
                  Note
Regardless of whether the origin is at the top or the bottom of the page, the coordinates always
                      specify the lower left point of the item.
                    


                
	
                  Font_n
                	
                  string
                	
                  optional
                	
                  If supplied, this is the font used to print this specific text item. This field
                  can contain any string that is acceptable by gtk as a font specifier. If this
                  field is omitted, the default font is the font specified in the
                  Top section of the check description file, or if that was
                  omitted the font specified in the GnuCash preferences dialog. This field is only
                  recognized when using gtk version 2.10 or later.
                
	
                  Align_n
                	
                  string
                	
                  optional
                	
                  If supplied, this is the alignment used to print this specific text item. This
                  field must contain one of the strings “left”, “center”
                  or “right”. If this field is omitted, the text will be left aligned.
                  This field is only recognized when using gtk version 2.10 or later.
                
	
                  Text_n
                	
                  string
                	
                  optional
                	
                  This field is only used when the item type is TEXT. It
                  specifies the utf-8 text that should be printed on the check.
                
	
                  Filename_n
                	
                  string
                	
                  optional
                	
                  This field is only used when the item type is PICTURE. It
                  specifies the filename of the image that should be printed on the check. The
                  string may specify either an absolute path name or as a relative path name. If a
                  relative path name is specified, GnuCash first looks in in the application check
                  format folder (typically
                  /usr/share/gnucash/checks ) for the image
                  file, and if it is not found there then it looks in the user private
                  ~/.local/share/gnucash/checks[2]
                  directory for the image. This field is only recognized when using gtk version 2.10
                  or later.
                
	
                  Blocking_Chars_n
                	
                  boolean
                	
                  optional
                	
                  If supplied, this will set the print Blocking_Chars option
                  for this item.
                
	
                  DateFormat_n
                	
                  boolean
                	
                  optional
                	
                  If supplied, this will set the print DateFormat option for
                  this item.
                



These are the individual items that can be printed on a check. All items require the coordinates on
          the page where the item should be printed. The majority of these items result in text
          being printed on the page, and these items may have individual font and alignments
          specified. For example, the numerical amount of a check could be printed right justified
          while everything else is printed left justified. Other types may have unique parameters.
        
Table B.4. Individual Check Item Types
	
                  Name
                	
                  Required Fields
                	
                  Optional Fields
                	
                  Description
                
	
                  PAYEE
                	
                  Coords
                	
Font

Align

Blocking_Chars


                	
                  This type value tells GnuCash to print the check payee name at the specified
                  coordinates.
                
	
                  DATE
                	
                  Coords
                	
Font

Align

Blocking_Chars

DateFormat


                	
                  This type value tells GnuCash to print the check date at the specified coordinates.
                
	
                  NOTES
                	
                  Coords
                	
Font

Align

Blocking_Chars


                	
                  This type value tells GnuCash to print the transaction notes field at the specified
                  coordinates.
                
	
                  CHECK_NUMBER
                	
                  Coords
                	
Font

Align

Blocking_Chars


                	
                  This type value tells GnuCash to print the check number at the specified
                  coordinates. The check number reflects the book option selection under
                  File → Properties
                  for number source (transaction number or anchor-split action - see
                  Use Split
                  Action Field for Number in the Book Options section of the GnuCash Manual).
                
	
                  MEMO
                	
                  Coords
                	
Font

Align

Blocking_Chars


                	
                  This type value tells GnuCash to print the split memo field at the specified
                  coordinates.
                
	
                  ACTION
                	
                  Coords
                	
Font

Align

Blocking_Chars


                	
                  This type value tells GnuCash to print the split action field at the specified
                  coordinates. However, the printed field reflects the book option selection under
                  File → Properties
                  for number source (transaction number or anchor-split action - see
                  Use Split
                  Action Field for Number in the Book Options section of the GnuCash Manual).
                  If number source for the book is specified as anchor-split action, this field will
                  instead print the transaction number field.
                
	
                  AMOUNT_WORDS
                	
                  Coords
                	
Font

Align

Blocking_Chars


                	
                  This type value tells GnuCash to print the check amount in words at the specified
                  coordinates. The amount will appear similar to the string "One thousand, two
                  hundred thirty four and 56/100".
                
	
                  AMOUNT_NUMBER
                	
                  Coords
                	
Font

Align

Blocking_Chars


                	
                  This type value tells GnuCash to print the check amount in numbers at the specified
                  coordinates. The amount will appear similar to the number "$1,234.56".
                
	
                  ADDRESS
                	
                  Coords
                	
Font

Align

Blocking_Chars


                	
                  This type value tells GnuCash to print the address at the specified coordinates.
                
	
                  SPLITS_ACCOUNT
                	
                  Coords
                	
Font

Align

Blocking_Chars


                	
                  This type value tells GnuCash to print the account names for each split entry
                  stating at the specified coordinates. See the note on splits printing.
                
	
                  SPLITS_AMOUNT
                	
                  Coords
                	
Font

Align

Blocking_Chars


                	
                  This type value tells GnuCash to print the amount for each split entry stating at
                  the specified coordinates. Amounts are printed with currency symbols. See the note
                  on splits printing.
                
	
                  SPLITS_MEMO
                	
                  Coords
                	
Font

Align

Blocking_Chars


                	
                  This type value tells GnuCash to print the memo text for each split entry stating at
                  the specified coordinates. See the note on splits printing.
                
	
                  TEXT
                	
                  Coords, Text
                	
Font

Align

Blocking_Chars


                	
                  This type value tells GnuCash to print an arbitrary string at the specified
                  coordinates. The string to be printed is specified with the
                  Text_n key.
                
	
                  PICTURE
                	
                  Coords, Filename
                	
                  (none)
                	
                  This type value tells GnuCash to print an image at the specified coordinates. The
                  image to be printed is specified with the Filename_n key.
                  This type is only recognized when using gtk version 2.10 or later.
                



Note
SPLIT items include all split entries for the transaction except for the split that applies to the
            current account register (referred to as the anchor-split). This is usually the last
            split listed when splits are displayed in the register. The coordinate location defines
            the lower left location for the split information.
          



Creating Check Format Files



Creating your own check format file is a fairly simple task. The easiest way to start is to copy an
        existing check format file from the application directory (typically
        /usr/share/gnucash/checks) to the directory
        ~/.local/share/gnucash/checks[2].
        Make sure to change the guid so the new file will be accepted by gnucash, and change the
        title to something descriptive. Then change or add individual item fields as necessary. You
        can also create a new check file by clicking the Save Format button
        on the Custom format page of the check printing dialog.
      
Note
Key names are case sensitive. If you are having problems with a check format file, ensure that all
          key names have capital letters as documented above.
        





[2] Up to GnuCash 2.6.21 it was ~/.gnucash/checks
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