Week 3: Your Checkbook & Budget


Quicken Organization: Quicken Accounts & Categories
Wk03_m002_account_&_category_lists

This week we’ll focus on setting up your Authentic Budget.  By the end of the week you’ll have a tool that will help you actually live the life you are discovering to be authentically yours.  We’ll start at “Quicken Home” and first of all determine what accounts or categories are established in your Quicken file.  

1) Let’s click on the “Tools” icon at the very top of the screen. 

2) And from there select “Category List.”

3) We’ll make sure that all of our categories are displayed by selecting “Options.” 

4) And then select “Display All Categories.”  

5) Once you see “Category List” at the top of this report, just click on “Print.”

A close look at the Category List report reveals that it lists income and expense categories but not assets and liabilities.  To determine what asset and liability accounts Quicken has established for Greg and Ginger, 

1) I’ll return to the “Tools” tab and select “Account List.”  

2) Once you see the “Account List” title at the top of the screen, please select “Print.” 

1) Let’s start our account cleanup by selecting “Manage Accounts.” 

This screen allows us to reclassify accounts easily or to rearrange them in our financial reports.  As an example of how to use this screen, let’s say that Greg and Ginger’s Joint Brokerage Account was really a Roth IRA and belonged in the Retirement Section of the Investment account section.  We could easily correct this

1) By clicking on the “Change Group…” tab.

2) And then selecting “Retirement”

We now see that the account has been reassigned to the retirement account section.

Please review your accounts and make any necessary changes to the groups shown on this screen.

As an example of how to move accounts so that they appear in a logical order on your reports, let’s move Greg and Ginger’s Serenity Rental up next to their residence.

1) First of all, we’ll select the account that we want to move

2) And then select the “Move Up” or “Move Down” buttons

I’ll do the same for the Serenity Rental Loan, so it appears next to the House Loan in our reports.  Finally, I’ll move the Boat Loan so it appears next to our Car Loans in our financial reports.

If you’re new to Quicken, and just setting up your accounts for the first time, you probably won’t need to use any of the boxes in these three columns.  But if you’re an existing Quicken user and have old accounts that no longer apply, you might want to click the “Hide In Quicken” box; that way they won’t clutter up your new accounts and make it difficult to use Quicken. 

Before leaving this screen, what if you missed something that you own (an asset) or that you owe (a liability)?  You can add those new accounts at this screen, instead of going back to the “Setup” section of Quicken.

1) Simply click “Add Account” at the very top of the page.  

2) Quicken will ask you the questions that you need to answer in order to set up this account properly.

 May I also suggest that you take a few minutes and write a ‘G’ on the lower right hand corner of the documents you’ve entered into Quicken.  For those documents that have several pages and are inserted in plastic sheet protectors, just enter the ‘G’ on the first page of the document.  This will not only remind you that you have entered this in Quicken, but it will serve as a reality marker of what the most important part of this whole process is: You are literally Grounding – pausing to notice what the details of your life reveal about your true longings and need to live Authentically.  You are choosing to “stay” instead of “leave,” and in so doing are cultivating a whole new skill in accessing your true life.

Let’s refer to Helpful Hint 3-3 as a reminder of how to keep our accounts current and managed in a way that makes sense to you.  Please remember to refer to this Helpful Hint 3-3 when you need to make changes to your asset or liability accounts in Quicken.  

Now we’ll close out of the “Account List” and return to “Quicken Home.”

Now that you’ve taken the time to make sure that your assets and liabilities are properly recorded, we’ll move on to the income and expense cleanup.  These are what Quicken refers to as “categories.”  The importance of this section is that you will gain experience in adjusting Quicken to help you quickly and easily understand what is happening in your financial life.  Oftentimes, original categories need to be cleaned up to give you the information you need.  Let’s get started using Greg and Ginger as our model.  You follow along and clean up your Quicken categories.

1) From Quicken Home, we’ll click on “Tools” once again

2) “Category List”

3) N\A
4) 3)  And “ Show All Categories”

As you can see, there are more categories here than you may be using.  Even though we want to be careful about deleting Quicken pre-assigned categories, we also don’t want to confuse our data entry with multiple accounts that are hard to distinguish.  First, let’s delete at least one category that we know we won’t use in the future.

1) Select the “Net Salary Income” category.  

2) We’ve already determined that it is important to enter all payroll deductions, rather than entering a net salary number.  So let’s delete this category.

3) Since we don’t want to simply replace this category with another Quicken category, we’ll click “OK” here, to confirm our intention to delete this category.  

Since we told Quicken that we wanted to track business income and expenses, there are a host of categories that are related to Schedule C and Schedule E.  Here we see that there is a “Car” category in addition to the “Auto” expense that we’ve used to record automobile expenses.  We’ll notice that the Car category is related to “Schedule C: Car and truck expenses,” while the Auto category has no tax line assignment.  When inputting your information and selecting a category, the tax line assignment isn’t displayed, so it makes sense to either change the name of the tax-related category or just delete it.  

1) Since we don’t want to constantly be confused as to whether to choose Car or Auto, we’ll just delete this entry.  

Please take a moment to review Helpful Hint 2-26 to review the two options for entering your small business expenses.  If you chose Option 1, I recommend deleting the other business expense categories, even though this will involve some manual re-characterization work if you use Turbo Tax to prepare your taxes directly from your Quicken file.

I’ll delete any of the business expense accounts that would prove confusing in Greg and Ginger’s category selection.  Since the “Interest Paid” category and the “Interest Expense” category are very similar, I’ll just delete the “Schedule C, Interest Paid” category at this time.  While we’re dealing with business categories, let’s remind ourselves of the categories that we’ve selected to record Ginger’s business.  You do the same for your business. 

The income from Ginger’s business goes in “Nurse Network Income” and is going to be reported on Schedule C as a gross receipt or sale.  All of Ginger’s Nurse Network expenses are categorized to “Miscellaneous, Bus,” and those will appear on Schedule C: Other business expenses, on her tax return.

1) By clicking on the “Miscellaneous, Bus” line 

2) And then selecting “Edit,” 

3) We can easily enter a description that reminds us that this category is to be used for all of Ginger’s Nurse Network tax-deductible business expenses.

4) While we’re cleaning up this category, we’ll also indicate that this is a “Mandatory” rather versus a “Discretionary” expense, since Ginger has to spend money in order to make money.  

1) Before leaving this section altogether, let’s select “Options.” 

2) And then “Display Tax Related Categories.”

Please review Helpful Hint 2-27 as it will remind us how to use these pre-assigned categories when we’re entering a taxable item of income or tax-deductible expense in Quicken.  Remember, taking some time to choose the proper category initially will make your Quicken financial projections much more accurate.  Just glance back at your prior year tax return to find out where that item was reported and then match that with the “Tax Line Item” description on this report.  By aligning your categories with Quicken’s tax assignments, you won’t have to worry about tax form changes in future years that could affect the proper reporting of these items on your tax returns.

The final step in cleaning up our categories is to review your Category list for ‘Discretionary’ versus ‘Mandatory’ group assignment. 

1) Please select “All Categories” and review the group assignment.  

2) To change or add a group classification to the categories you plan to use, click on the category item.

3) And select “Edit” at the top of the screen.

For now, Mandatory expenses are ones that it would take you at least one year to change.

Finally, please review Helpful Hint 3-4 for a summary of managing your Quicken categories.

Quicken Planner Input: College Expenses
Wk03m019 College expenses Planner

Now we’re ready for the “College expense” section.  We’ll be able in this section to estimate Gil’s college expenses so Greg and Ginger feel more confident of the feasibility of their budget to meet their needs.  If you are planning to pay for college expenses for a son, daughter, grandchild, or other person, please complete this section.

1) From the Quicken home page click on “planning, college plans and new”.    

2) We’ll be entering information for Gil.  Please enter the information for the person you want to help attend college here.  Gil just turned 20 in June and he’ll be starting college in the fall.  This information is correct.
3) Gil wants to attend Colorado State University and study forestry.    Select “tuition and fees”, then “money online”.  This takes you to the CNN Money website where we can can an estimate of the annual costs for CSU.  Under calculators type in the college name and the state in which it is located.  The list of colleges in Colorado comes up so I’ll select CSU and sure enough the estimated annual costs are listed. The total annual projected college costs approximate a little over $10,000 a year.

4) Now back at the “Can I afford College?” screen, under college cost, select edit and enter the projected costs.  When you are done click next..  Quicken helps us determine how much Greg and Ginger will need to fund after all other financing options have been considered.  We’ll start with estimated financial need.  Even though Greg and Ginger make over $70,000 per year, Gil has obtained a $2,400 scholarship that is not based on financial need.  We’ll enter that amount here.  We’ll also be talking much more about financial aid in Week 8.

5) Gil has agreed to pay for $2,400 of his college costs per year with student loans, so we’ll enter that here as well.

6) Gil plans to work each summer and make approximately $2,000 to also help defray some of his college expense. 

7) Gil’s Grandparents also plan to help out $1,000 a year as well.

8) Based on all of these items, it looks like Greg and Ginger will need to come up with around $12,000 over the next 4 years for their portion of Gil’s college expenses.

9) The next screen asks some more questions about college costs.

10) The first box asks about how much we expect college costs to increase.  Generally college costs increase at least 5% a year, so we’ll use that value here.

11) How will this be funded?  Since Greg and Ginger have decided to save a certain amount each month for college in their joint savings account, we’ll select that account now.  Select the specific accounts that you would like to use to help save for this college expense.

12) Greg and Ginger plan to save $250 a month to cover their share of Gil’s college expenses.  Go ahead and enter the monthly amount you would need to save to meet your particular college funding goal.  If you have several children that you want to start saving for college, enter their information now as well.

Performing this basic college funding analysis brought a great deal of relief to Greg and Ginger.  They were kind of freaking out, thinking they would need to save $750 a month or $9,000 per year.  Knowing that they can drop this to $250 a month is a huge relief.  Let’s go back in the Savings section of the Planner and change this savings goal now.

Back up in the “Savings” summary section, we see here the $9,000 contribution that Greg and Ginger had initially entered as their savings goal for Gil’s college fund.

1) After selecting “Edit,” we end up in this screen where we can change the amount that Greg and Ginger are saving towards Gil’s college.  Let’s see if we can change the $9,000 to the correct $3,000 value.  

2) We’ll enter the new college savings goal in this screen.  

3) We’ll start the contribution this coming month. 

4) And end it when Gil finishes college in 2007.  

Now we can see that our new savings goal has been entered into the Planner.  Please take this opportunity to adjust any college savings programs that have been affected by these initial calculations.  As I mentioned earlier, we’ll come back to this topic in Week 8 and fine tune our college planning. 
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