Budgeting Notes

Business Issues



» Budget — a plan for saving and spending
money based on income and expenses

e Steps to creating a budget:

1. Define needs and goals — financial
objectives; provides a starting point

2. Make choices — prioritize or arrange in
order of importance




3. Estimate income & expenses — use net
pay/earnings (not gross); look at past
records

o Fixed expenses — expenses that

stay about the same and are paid on
a regular basis Examples:
rent, car insurance, telephone

» Flexible expenses — expenses that
vary in amount and are not paid on
a regular basis Examples:
entertainment, clothing, medical




4. Create budget — expenses should be
equal to or more than income

» Emergency fund — money put aside
for needs you can’t anticipate (major

Iliness or accident)




» To follow budget — need to keep track of
spending and check against budget

» Record keeping — organizing and
maintaining records of income and
spending

o Examples: file cabinet, checkbook,
software on computer, folders




e When income does not cover expenses:
two choices

1. Cut down on expenses

2. Increase income
o Tips to stay within budget
1. Carry limited amount of cash
2. Shop smart
3. Pay with cash — avoid credit cards




o Financial responsibility — accountabillity in
money matters; as one gets old — it
Increases

e Financial planning — developing a strategy

to meet present and long-term financial
needs; being able to prepare/follow a
budget and to anticipate future changes




o Types of changes that affect budgets

1. Personal — family life, professional (job)
life, health

2. Economic — natural disasters, watr,
technology changes, jobs being
outsourced, energy costs




e 7 places to get help from
. Published materials (free from library??)
. Online sources (could be free)

. Schools (could be free)

. Government agencies — (could be free)
. Banks (could be free)

. Professionals (may have to pay)

. Nongovernment organizations (could be
free)




Other

Spend no more than 20% of net
income on all other expenses:

Debt

Spend no more than 15% of net
income on all other consumer

debt: .
Housing

student loans

o retail credit cards

e credit cardsipastercard
visa, discover, etc)

Spend no more than 35% of net
income on housing. Depending on
whether you rent or own, that can

e personal loans include:
e tax debts
medical debts * mortgage or rent
Housing . gtllltles
35% e |NSurance
e taxes
¢ home maintenance

food

clothing
entertainment
child care

medical expenses
tithing/charity

Savings
10%

Transporation
20%
Transportation Savings
Spend no more than 20% of ne
income on transportation. This
includes:

Save at least 10% of income
throughout your working life.

car payments
auto insurance
tag or license
maintenance
gasoline
parking

Source: Consumer Credit Counseling Service



