
Chapter 16
BUDGETING AND CASH MANAGEMENT

INTRODUCTION
Budgeting can be defined as the ability to estimate the amount of money to be received and spent for various purposes within a given time frame. For purposes of this text, however, one should think of budgeting as a deliberate plan for spending and investing the resources available to the investor. It ultimately serves as a yardstick against which to measure actual investment results.

HOW DOES IT WORK?

In simplest terms, the budgeting process works as a result of the establishment of a working budget model by an investor, followed by the comparative analysis of actual investment results with the expected results used to create the planning budget. It is the comparison of budget results with expectations that yields the benefits of the process to the user.

WHEN IS THE USE OF THIS TECHNIQUE INDICATED?

1.
When there is a need to measure periodic progress towards the achievement of specific goals: (a) within a defined time frame; and (b) within the confines of limited resources.

2.
When the elements of economic activity are of sufficient complexity to warrant continuous monitoring of the details.

3.
When there is a need to provide guidelines for evaluating the economic performance of various elements or individuals.

4.
When there is a need to communicate a planning strategy to those affected by the budget.

5.
When there is a need to provide incentives (goals) for the performance of individuals involved.

6.
Budgeting may be indicated for the following specific purposes:

(a)
controlling household expenses,

(b)
accomplishing desired wealth accumulation/savings goals, such as:

(1)
saving for retirement,

(2)
funding the children’s education,

(3)
saving for vacation;

(c)
monitoring the performance of a specific investment, such as:

(1)
a securities portfolio,

(2)
rental property, or

(3)
a closely-held business.

ADVANTAGES

1.
Budgeting helps coordinate activity of the investor and financial counseling team in developing objectives.

2.
Budgeting reveals inefficient, ineffective, or unusual utilization of resources.

3.
Budgeting makes family members aware of the need to conserve resources and helps to allocate roles in achieving overall financial objectives to various individuals.

4.
Budgeting provides a means of financial self-evaluation and a guideline to measure actual performance.

5.
Budgeting allows the recognition and forces the anticipation of problems before they occur and, thus, permits the budgeter to prepare for most potential eventualities and to take corrective actions..

6.
Budgeting highlights the possibility of, and the need for, alternative courses of action.

7.
Budgeting provides a motivation for performance.

DISADVANTAGES

1.
To the extent the data utilized are inaccurate; the conclusions drawn from the budget may be misleading.

2.
Many individuals have a psychological aversion to the recordkeeping required and may not maintain sufficient information for the budget to be of use.

3.
A rote dependence on budgeted numbers inhibits creativity, tends to stifle risk taking, and encourages mechanical thinking. Such an investor may forfeit opportunities or fail to minimize losses.

HOW IS IT IMPLEMENTED?

The principal purpose of an investor’s budget is to control and evaluate performance. Therefore, the basic sources of information in developing a budget are personal financial statements, such as bank, mutual fund, credit card and other financial statements, prior years’ tax returns, canceled checks, and projections of income and expenditures for the target period. Initial estimates must be adjusted in light of special circumstances or considerations.

Here are some guidelines to use when establishing a budget:

1.
Make the budget flexible enough so that it will work even if there are emergencies, unexpected opportunities, or other unforeseen circumstances.

2.
Keep the budget period short enough so that the estimates you make will involve the minimum amount of guesswork.

3.
Establish a budget period long enough to utilize an investment strategy and a workable series of investment procedures. A typical family budget will cover twelve months and coincide with a calendar year.

4.
Make the budget simple, short, and understandable.

5.
Follow the form and content of the budget consistently.

6.
Eliminate any extraneous information.

7.
Do not attempt to obtain absolute accuracy, especially with insignificant items.

8.
Tailor the budget to specific goals and objectives.

9.
Remember that a budget is also a guideline against which one will measure actual results. One should analyze unexpected results, highlighted by comparison with the budget. It may be that the unexpected variance is in fact the norm, and one should therefore incorporate this new norm in a revised budget.

10.
Determine, in advance, all the variables that may influence the amounts of specific items of income and expenditures. Income items include expected annual raises and increases or decreases in interest or dividend rates. Expenditures include increased costs, changing tastes or preferences, or changes in family circumstances.

Here is how to construct an income-expenditure budget:

STEP 1. Estimate the family’s annual income. Identify fixed amounts of income expected from the following:

(a)
salary;

(b)
bonus;

(c)
self-employment (business);

(d)
real estate;

(e)
dividends – close corporations;

(f)
dividends – publicly traded corporations;

(g)
interest – savings accounts;

(h)
interest – taxable bonds;

(i)
interest – tax free bonds;

(j)
trust income;

(k)
other fixed payment income; and

(l)
variable sources of income.

If a family experiences an irregular income flow, or because of extreme variations of income finds it difficult to predict, the family should develop two income estimates. The family should base one estimate on the lowest amount of income that the family might receive, while the other should show a higher, but still reasonable figure.

STEP 2. Develop expenditure estimates broken down between fixed and discretionary expenses. Canceled checks and charge account receipts serve as a good basis for developing the following expenditure estimates:

FIXED

(a)
housing (mortgage or rental payments);

(b)
utilities;

(c)
food, groceries, etc.;

(d)
clothing and cleaning;

(e)
income taxes;

(f)
Social Security taxes;

(g)
property taxes;

(h)
transportation;

(i)
medical and dental;

(j)
debt repayment;

(k)
household supplies and maintenance;

(l)
life and disability insurance;

(m)
property and liability insurance;

(n)
current school expenses;

DISCRETIONARY

(a)
vacations, travel, etc.;

(b)
recreation and entertainment;

(c)
gifts and contributions;

(d)
household furnishings;

(e)
education fund;

(f)
savings;

(g)
investments;

(h)
other.

STEP 3. Determine the excess or shortfall of income within the budget period.

STEP 4. Consider available methods of increasing income or decreasing expenses.

STEP 5. Calculate both income and expenses as a percentage of the total and determine if there is a better or preferable allocation of resources.

Figure 15.3 (at the end of this chapter) is an illustration of the Sample family’s 2014 personal budget using NumberCruncher computer software. This example reflects a $5,800 excess of budgeted income over expenditures for the year. With this estimate of the year’s expected financial results available early in the year, the Sample family can plan their investment or spending of the projected excess.

However, as the illustration in Figure 15.4 (at the end of this chapter) indicates, if Mr. Sample does not receive his expected bonus of $15,000, the family will have a budgeted shortfall of $4,500. This is so even after a projected reduction in income taxes of $4,500 (from $28,000 to $23,500) and in Social Security taxes of $200 (from $7,700 to $7,500) as a result of not receiving the bonus. On this basis, the Sample family must modify their spending and investing plans for the year. This example illustrates the importance of preparing budgets reflecting conservative as well as optimistic results.

Figure 15.5 (at the end of this chapter) is a printout of a blank budget form from NumberCruncher that may be helpful in preparing a personal budget.
WHERE CAN I FIND OUT MORE ABOUT IT?

1. Gitman, Joehnk, Billingsley, Personal Financial Planning, 13e (Cengage Learning/South-Western College Publishing, 2014).

2. NumberCruncher (Leimberg & LeClair, Inc.). Software planning tool, updated annually
3. Belknap, Marty,, Armed Forces Guide to Personal Financial Planning,6e, (Stackpole Books, 2007).

4. Budget Worksheet, Mint.com
5. Gardner & Gardner, The Motley Fool Personal Finance Workbook: A Foolproof Guide to Organizing Your Cash and Building Wealth (Simon & Schuster/Touchstone, 2002)
FREQUENTLY ASKED QUESTIONS
Question – How long a period should the typical family budget cover?

Answer – A family budget should project income and expenditure activity for any planning period an investor feels is convenient or appropriate for a specific purpose. Most planners budget for 12 months at a time. This typically coincides with a calendar year, but may also be a fiscal period, such as a school year. Generally, the budget is calculated on a month-by-month basis.

It is often appropriate to budget for longer periods of time, such as the four-year costs of funding a college education. However, for any long-range budgeting, keep in mind that the accuracy of the budget typically will decrease as the length of the period covered increases.

Question – What special techniques should clients with highly irregular income flows or expenditures use? 
Answer – Families that experience difficulty in predicting income or who may have highly variable cash outflows should consider two budgets – one based on the lowest income and highest expenditures expected, or worst case budget, and the second based on the client’s reasonable expectations of income and expenses, or most probable budget.

In some cases, it may also make sense to prepare a budget based on the highest possible income and lowest possible expenditures, or best case budget. Planners often use this third alternative budget where a client wants to see whether the cost of a hoped for expenditure, such as an expensive new car, is within reach if everything falls into place.

Question – What variables should one consider in establishing a budget?

Answer – One should identify all major variables that can influence both income and expenses. Salary increases, bonuses, dividend or interest rate changes, proceeds from the sale of stocks or other assets, inheritances, etc. will all substantially affect a client’s income. A client’s expenditures can vary as a result of increased costs of living, unexpected business expenses, financial catastrophes, such as uninsured theft or fire losses, changes in tastes or preferences, and large-scale expenses, such as college or retirement funding.

Question – Why is it usually helpful to divide a budget between fixed and variable components?

Answer – Many planners divide an income statement into income that is: (a) fixed and certain; and (b) variable or uncertain. Planners should divide expenditures between those that are: (a) fixed; and (b) discretionary.

A budget based on only fixed and certain income would be considered conservative. Limiting expenditures to this conservative estimate of income will assure the clients that that they can cover their fixed and expected costs. They can then use any excess income for investments or discretionary spending.

Alternatively, planners can place excess income in a contingency fund, which every family should have for emergencies or opportunities. Some families, rather than building contingency funds, have emergency lines of credit through various banks or credit cards. This enables them to invest any excess income, or use it to increase their standard of living. There are three drawbacks to using this technique. First, the interest charged on such credit card borrowing usually is quite high. Second, the client must have sufficient income to repay the loan. Third, in times of financial crisis, such as occurred in 2008 – 2009, lenders may drastically tighten lines of credit, or even cut them out altogether, so that these resources are substantially decreased or no longer available to the family.

One can classify annual expenditures as fixed or discretionary. But the term fixed applies only in the short run and one can often change that classification without imposing a radical shift in the client’s lifestyle. One can even change the most fixed of all expenditures, housing,  if necessary, to meet financial requirements or objectives.

Discretionary expenditures, by definition, are those expenses one can forego or move in time through proper budgeting so that the client incurs them when sufficient income is available.

Question – How much should one allocate in a family’s budget for emergencies and where should one invest or save that money?

Answer – Budgeting should allocate cash reserves for: (a) emergencies; (b) scheduled forthcoming purchases; (c) investment opportunities and retirement savings; and (d) liquidity needs.

How much a family needs in cash emergency reserves depends upon several factors including: (a) the size of the family; (b) the amount and stability of the family’s income; (c) the number of wage earners in the family; (d) the extent of property, life, disability, medical, and liability insurance coverage, as well as the levels of deductibles and co-pays associated with the coverage; (e) other ready or liquid sources of cash (e.g. personal or home lines of credit, unborrowed credit card balances, life insurance cash values) or other reliable sources of borrowing (e.g., well-heeled parents, grandparents, or other relatives who would be willing to lend support in times of need); (f) the level and amount of the family’s non-cash investments; and (g) any other factors increasing a family’s financial risk or uncertainty, such as occupational and recreational risk levels and other habits and behaviors.

In general, families need greater cash emergency reserves when: (a) the family is larger; (b) the family’s income is greater (ironically, they have to maintain a higher standard of living in the event of disruptions to their regular income); (c) the family’s income is less stable and predictable; (d) there are fewer wage-earners in the family; (e) the family has less complete insurance coverage or greater deductibles and co-pays; (f) the family has relatively smaller non-cash investment balances; and (g) the family has no or few lines or sources of ready credit.

As a general rule of thumb, families should place very short-term reserves to meet day-to-day needs in an interest-bearing checking account. Some advisers suggest that families keep no more than about $5,000, or 5 percent of total cash reserves, if lower, in such accounts. However, the actual amount depends upon the family’s typical short-term transactions levels and may need to be higher in rare cases. With the nearly ubiquitous use of credit cards for many day-to-day cash transactions, many families get by quite nicely with average checking account balances considerably below $5,000.

Another long-standing rule of thumb is that families should have between three to six months of income in liquid reserves for emergencies. Families can hold these reserves in money market funds, which typically pay higher interest than checking accounts, but have the necessary liquidity if the need arises to tap these resources. Note, however, that one should check the credit quality of financial instruments held by a particular money market fund before investing. In September 2008, The Reserve Fund—the first money market fund—broke the buck (i.e., the net asset value, or NAV, fell to less than $1.00) due to the severe credit crisis. 
The amount families hold in money market accounts can be lower if they have other sources of ready cash (e.g., personal lines of credit, unused credit card limits, home equity lines of credit) or other quick and ready sources of borrowing (e.g., life insurance cash values or untapped borrowing capacity from qualified retirement plans, such as 401(k) plans). To the extent families have ready access to these sources of funds in emergency situations; they can redirect some of their cash reserve money from relatively low-interest money market funds into higher-yielding investments.

Another factor affecting the amount families should put into liquid cash reserves is the amounts they already have invested in other less-liquid non-cash investments such as stocks and bonds. Although stocks and bonds are generally very marketable—investors can usually sell these assets within one day—they are not liquid. Investors not only can convert liquid assets to cash quickly, but they also can do so at a relatively fixed and known value. In the case of stocks and bonds, one can convert them to cash quickly, but there is no assurance the sale price will fall within a known and relatively narrow range of values.

Despite this fact, the greater the family’s level of investment assets, the less their need for liquid cash reserves because they can relatively quickly put their investment assets up as collateral and borrow necessary funds. In the case of stocks, the margin requirement is about 50% — meaning an investor can borrow up to 50% of the stock’s value. For bonds, the margin requirement may be as low as 10%, so investors can often borrow up to 90% of a bond’s value.

Question – If an individual can increase his or her investment contributions each year, what impact will this have on his or her ability to accumulate a stated amount of future capital?

Answer – The ability to increase future contributions to an investment program means that someone could start with smaller amounts for the first several years than they would otherwise require. For example, suppose that an individual wanted to accumulate a retirement fund of $100,000 over the next 20 years. If he or she made uniform annual contributions, he or she would have to pay $2,718 a year for 20 years, assuming a 6% after-tax return on invested funds. However, if the person could increase his or her contributions by 5% each year, the amount of his or her annual payment would be lower than this figure for the first nine years. The first year payment would be only $1,806. Payments would be higher during the final 11 years, but he or she is likely to have greater income then as well. See Figure 15.1 for a listing of the entire payment schedule for this accumulation program.

Figure 15.1

	

	

	

	

	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	


	CONTRIBUTIONS REQUIRED TO REACH A GOAL

	Desired Future Value:                                       
	$100,000
	
	Desired Future Value:                                       
	$100,000
	

	Accum. Period (yrs):                                     
	20
	
	Accum. Period (yrs):                                     
	20
	

	After-Tax Return:                 
	6.0%
	
	After-Tax Return:                 
	6.0%
	

	Ann’l Pct Increase:                                  
	0.0%
	
	Ann’l Pct Increase:                                  
	5.0%
	

	Year-End
	Req’d

Contrib
	Cum

Contribs
	Total

Accum
	Year-End
	Req’d

Contrib
	Cum

Contribs
	Total

Accum

	1
	$2,718
	$2,718
	$2,718
	1
	$1,806
	$1,806
	$1,806

	2
	2,718
	5,436
	5,599
	2
	1,896
	3,701
	3,810

	3
	2,718
	8,154
	8,653
	3
	1,991
	5,692
	6,029

	4
	2,718
	10,872
	11,890
	4
	2,090
	7,782
	8,481

	5
	2,718
	13,590
	15,321
	5
	2,195
	9,977
	11,185

	6
	2,718
	16,308
	18,958
	6
	2,304
	12,281
	14,160

	7
	2,718
	19,026
	22,813
	7
	2,420
	14,701
	17,429

	8
	2,718
	21,744
	26,900
	8
	2,541
	17,242
	21,016

	9
	2,718
	24,462
	31,232
	9
	2,668
	19,909
	24,944

	10
	2,718
	27,180
	35,824
	10
	2,801
	22,710
	29,242

	11
	2,718
	29,898
	40,691
	11
	2,941
	25,652
	33,938

	12
	2,718
	32,616
	45,850
	12
	3,088
	28,740
	39,062

	13
	2,718
	35,344
	51,319
	13
	3,243
	31,982
	44,648

	14
	2,718
	38,052
	57,116
	14
	3,405
	35,387
	50,732

	15
	2,718
	40,770
	63,261
	15
	3,575
	38,962
	57,351

	16
	2,718
	43,448
	69,775
	16
	3,754
	42,716
	64,545

	17
	2,718
	46,206
	76,680
	17
	3,941
	46,657
	72,360

	18
	2,718
	48,924
	83,999
	18
	4,138
	50,795
	80,840

	19
	2,718
	51,642
	91,757
	19
	4,345
	55,141
	90,035

	20
	2,718
	54,360
	99,980
	20
	4,563
	59,703
	100,000

	Printed with permission from NumberCruncher, Leimberg & LeClair, Inc.


Question – If someone wants to withdraw an increasing amount from his or her retirement fund to keep up with inflation, how will this affect the required capital?

Answer – Increasing the amount of withdrawals from a fund on a regular basis will add to the amount of necessary capital, or shorten the time that the fund will provide income. For example, a fund of $529,701 will allow a person to make withdrawals of $50,000 each year for 20 years assuming an after-tax interest rate of 7%. If an individual wanted to be able to increase the amount of the withdrawals to account for annual inflation of 3.5% each year, both during the accumulation period and the payout period) then he or she would need to have $747,196 as a beginning capital balance when the payout begins in 10 years (see Figure 15.2). Assuming the individual currently has $250,000 set aside for the future payout, the additional funds needed to have $747,196 accumulated in 10 years would require a lump sum contribution of $129,836 today or an annual contribution of $17,276. 
Figure 15.2

	LUMP SUM NEEDED 

	Initial Annual Payment Desired:
	$50,000

	Desired Increase in Annual Payments:
	0.00%

	Number of Years of Payments:
	20  

	After-Tax Return on Investments:
	7.00%

	Target Year of Accumulation:
	2025

	Current Year:
	2015

	Assumed Inflation Rate:
	3.50%

	Capital Now Available:
	$250,000 

	
	

	Principal Needed to Fund Annuity
	$529,701

	Years From Current to Target:
	10

	Principal Needed, Adjusted for Inflation
	$747,196

	Amount to Which Current Capital Will Grow During 10 Year Accumulation Period at 7% Interest:
	$491,788

	Estimated Balance Required in 10 Years:
	$255,408

	Single Payment Required Now to Meet Goal:
	$129,836

	Annual Contribution Required to Meet Goal:
	$17,276

	Printed with permission from NumberCruncher, Leimberg & LeClair, Inc.


Question – How can an individual increase his or her savings and investment?

Answer – In the short run, an individual can increase his or her savings and investment only by reducing spending on discretionary items. And the shorter the individual’s horizon is, the fewer discretionary items the individual can reduce or eliminate. However, in the longer run, almost all spending categories are discretionary. If necessary, for example, over a year or two, a family can: (1) sell a home and move to less expensive housing; (2) move to a new state or region with better employment opportunities; or (3) go back to school to upgrade their marketable skills in their current occupations, or change careers to more highly-compensated occupations.

Probably the most important step families can take to increase their savings and investment levels is to change their attitude and perspective. Many people save and invest what they have left after paying all their obligations such as mortgages, car payments, taxes, and the like, as well as those necessary discretionaries such as cable TV bills, club dues, and the like. 

The change they need to make is to put themselves at the front of the payment list, rather than at the end — they have to adopt a pay-yourself-first mentality. 
This is easiest to achieve if one takes a split-the-pot approach to increases in wages or salaries over time and to any bonuses or windfalls. For example, each year, many people get a pay increase based upon inflation and a real increase in pay for merit and experience. Say, for instance, a person gets a 5% raise when inflation is 3%, totaling $6,000 for the year. Most people are reluctant to actually cut their standard of living to increase their saving, so they would want to spend at least 3% or $3,600 of their raise. However, the key now is to pay themselves first, by immediately allocating at least half of their real $2,400 increase to meet their savings and investment objective right off the top. This means they would take $200 right off the top of their monthly pay and save or invest it. This would still leave them with a real $1,200 increase for new discretionary spending.

Although this is not exactly a huge increase in saving, if they follow this approach each year, the numbers really start to add up. For example, assume that a person’s salary continues to increase by 5% per year, inflation remains at 3%, and the person continues to split-the-pot by increasing real discretionary spending by 1% of the 5% increase and by increasing the saving/investment element by 1% of the 5% increase each year. In 5 years, both the person’s real discretionary spending and savings/investment will increase up to $6,631 per year. If this approach continues for 10 years, the amount this person saves each year will increase to almost $15,100. 

Assuming this person earns 8% on the savings/investment balances, the balance will grow to over $22,000 after 5 years, and  to over $102,000 after 10 years! If this person can continue with this program for another 5 years (15 years total), the savings/investment balance will reach almost $281,000 and this person will still have increased real annual discretionary spending by almost $26,000 per year as well!

It is even easier to apply this system when a person gets a promotion that greatly increases annual income, say by 20%. In this case, if the family has the discipline to increase their standard of living by only 5%, they can immediately increase their savings/investment by 15% of salary. For most people, a real increase in their standard of living of 5% is quite a step up. They just have to take a pay-themselves-first attitude towards their savings/investment goal.

Similarly, suppose a person receives a Christmas bonus of $2,000. The pay-yourself-first approach would suggest that the person should simply save the entire $2,000, because the entire amount is a windfall. However, even saving just half under the split-the-pot approach would increase the family’s saving/investment immediately by $1,000. Putting the majority of any bonuses, inheritances, or other windfalls into savings/investments is a no-cost savings option, because one is giving up nothing in discretionary spending compared to what one would have had anyway.

Part of the way to make this program work is to make the savings/investment payments automatic, or nearly so. In other words, make them essentially nondiscretionary. For instance, many employers offer their employees a savings program where employees can commit a designated percentage of salary and have it automatically taken out of their pay, just like income tax withholding. Alternatively, banks, money market funds, and mutual funds permit accountholders to have designated amounts automatically deposited to savings or investment accounts from the account holders’ checking accounts each month. Once an aspiring saver decides how he or she is going to “split-the-pot” of any salary increases for a year, they can set up an automatic deposit program to make the savings/investment payments automatic and, thus, effectively, nondiscretionary.

Taking a pay-yourself-first attitude and a split-the-pot approach to savings and investment may seem to be just baby steps at first. But as was described above, applied consistently over 10 to 15 years, the cumulative results can be enormous.

Figure 15.3 — Sample family budget

	INCOME AND EXPENSES REPORT

	Annual Income and Expenses For.......................................................................................................................2015

	Annual Income

	 
	Amount
	% of Total
Income

	Salary/Bonus 1:
	$125,000
	74.4%

	Salary/Bonus 2:
	$30,000
	17.9%

	Self-Employment (Business):
	0
	0.0%

	Dividends - Close Corporation Stock:
	0
	0.0%

	Dividends - Investments:
	$3,000
	1.8%

	Interest on Savings Accounts:
	$2,000
	1.2%

	Interest on Bonds, Taxable:
	$5,000
	3.0%

	Interest on Bonds, Exempt:
	$3,000
	1.8%

	Trust Income:
	0
	0.0%

	Rental Income:
	0
	0.0%

	Other Sources
	0
	0.0%

	Total Annual Income:
	$168,000
	100.0%

	 
	 
	 

	Annual Expenditures - Fixed

	Housing (Mortgage/Rent):
	$15,500
	9.2%

	Utilities & Telephone:
	$7,000
	4.2%

	Food, Groceries, Etc.:
	$10,500
	6.3%

	Clothing and Cleaning:
	$7,000
	4.2%

	Income Taxes:
	$28,000
	16.7%

	Social Security:
	$7,700
	4.6%

	Real Estate Taxes:
	$5,000
	3.0%

	Transportation:
	$8,000
	4.8%

	Medical/Dental Expenses:
	$8,000
	4.8%

	Debt Repayment:
	$5,000
	3.0%

	Housing Supplies/Maint.:
	$6,000
	3.6%

	Life Insurance:
	$8,000
	4.8%

	Prop. & Liability Ins.:
	$5,000
	3.0%

	Current School Exp.:
	$4,500
	2.7%

	Total Fixed Expenses:
	$125,200
	74.4%

	 
	 
	 

	Variable Expenses

	Vacations, Travel, Etc.:
	$4,000
	2.4%

	Recreation/Entertainment:
	$5,000
	3.0%

	Contributions, Gifts:
	$7,500
	4.5%

	Household Furnishings:
	$5,000
	3.0%

	Education Fund:
	$5,000
	3.0%

	Savings:
	$3,000
	1.8%

	Investments:
	$2,500
	1.5%

	Other Expenses:
	$5,000
	3.0%

	Total Variable Expenses:
	$37,000
	22.0%

	 
	 
	 

	Total Expenses:
	$162,200
	96.5%

	
	
	

	Net Saving:
	$5,800
	3.5%

	Printed with permission from NumberCruncher, Leimberg & LeClair, Inc.

	
	
	


Figure 15.4 — Alternate Sample family budget

	INCOME AND EXPENSES REPORT

	Annual Income and Expenses For.......................................................................................................................2015

	Annual Income

	 
	Amount
	% of Total
Income

	 
	 
	 

	Salary/Bonus 1:
	$110,000
	71.9%

	Salary/Bonus 2:
	$30,000
	19.6%

	Self-Employment (Business):
	0
	0.0%

	Dividends - Close Corporation Stock:
	0
	0.0%

	Dividends - Investments:
	$3,000
	2.0%

	Interest on Savings Accounts:
	$2,000
	1.3%

	Interest on Bonds, Taxable:
	$5,000
	3.3%

	Interest on Bonds, Exempt:
	$3,000
	2.0%

	Trust Income:
	0
	0.0%

	Rental Income:
	0
	0.0%

	Other Sources:
	0
	0.0%

	Total Annual Income:
	$153,000
	100.0%

	 
	 
	 

	Annual Expenditures - Fixed

	Housing (Mortgage/Rent):
	$15,500
	10.1%

	Utilities & Telephone:
	$7,000
	4.6%

	Food, Groceries, Etc.:
	$10,500
	6.9%

	Clothing and Cleaning:
	$7,000
	4.6%

	Income Taxes:
	$23,500
	15.4%

	Social Security:
	$7,500
	4.9%

	Real Estate Taxes:
	$5,000
	3.3%

	Transportation:
	$8,000
	5.2%

	Medical/Dental Expenses:
	$8,000
	5.2%

	Debt Repayment:
	$5,000
	3.3%

	Housing Supplies/Maint.:
	$6,000
	3.9%

	Life Insurance:
	$8,000
	5.2%

	Prop. & Liability Ins.:
	$5,000
	3.3%

	Current School Exp.: 
	$4,500
	2.9%

	Total Fixed Expenses:
	$120,200
	78.8%

	 
	 
	 

	Variable Expenses

	Vacations, Travel, Etc.:
	$4,000
	2.6%

	Recreation/Entertainment:
	$5,000
	3.3%

	Contributions, Gifts:
	$7,500
	4.9%

	Household Furnishings:
	$5,000
	3.3%

	Education Fund:
	$5,000
	3.3%

	Savings:
	$3,000
	2.0%

	Investments:
	$2,500
	1.6%

	Other Expenses:
	$5,000
	3.3%

	Total Variable Expenses:
	$37,000
	24.2%

	 
	 
	 

	Total Expenses:
	$157,500
	102.9%

	
	
	

	Net Saving:
	-$4,500
	-2.9%

	Printed with permission from NumberCruncher, Leimberg & LeClair, Inc.


Figure 15.5 — Blank budget form

	Budget - Annual Income and Expenses for:

	
______

	Annual Income 
	Amount
	(%)

	Salary/Bonus 1
	________
	______

	Salary/Bonus 2
	________
	______

	Self-Employment (Business)
	________
	______

	Rental Income
	________
	______

	Dividends - Close Corporation Stock
	________
	______

	Dividends - Investments
	________
	______

	Interest - Savings Accounts
	________
	______

	Interest - Bonds, Taxable
	________
	______

	Interest - Bonds, Exempt
	________
	______

	Trust Income
	________
	______

	Rental Income
	________
	______

	Other Sources
	________
	______

	Total Annual Income
	$_______
	______

	Annual Expenditures
	 
	 

	Fixed Expenses 
	 
	 

	Housing (Mortgage/Rent)
	________
	______

	Utilities & Telephone
	________
	______

	Food, Groceries, Etc.
	________
	______

	Clothing and Cleaning
	________
	______

	Income Taxes
	________
	______

	Social Security
	________
	______

	Real Estate Taxes
	________
	______

	Transportation
	________
	______

	Medical/Dental Expenses
	________
	______

	Debt Repayment
	________
	______

	Housing Supplies/Maint.
	________
	______

	Life Insurance
	________
	______

	Prop. & Liability Ins.
	________
	______

	Current School Exp.
	________
	______

	Total Fixed Expenses
	$_______
	______

	Variable Expenses
	 
	 

	Vacations, Travel, Etc.
	________
	______

	Recreation/Entertainment
	________
	______

	Contributions, Gifts
	________
	______

	Household Furnishings
	________
	______

	Education Fund
	________
	______

	Savings
	________
	______

	Investments
	________
	______

	Other Expenses
	________
	______

	Total Variable Expenses
	$_______
	______

	Total Income
	$_______
	______

	Total Expenses
	$_______
	______

	Net Saving (Borrowing)
	$_______
	______

	Printed with permission from NumberCruncher, Leimberg & LeClair, Inc.


