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Purpose of the Module ./

This series of Consumer. Education Modules has been developed in

an effort to educate individual adult consumers in what have been

determked to be the,Maatimportant general areas of consumer affairs

0 . ,
education. Community leaders extensionlpersonnel, educators, financial

counseldis, and people in buaidess are encouraged to use these modules
.

in conducting group sessions for adults interested In developing more

competence in various arms of consumer education.
, .

Each module is self-contained in that someone With-no prior ex-

'perience in teaching, coordinating, or directing learning°Can be successful

in conducting a group ,consumer learning session.
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Introduction
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,

unempAoyment, bankruptcy-7th se 'problemstare becoming
real. and present in th)la homes of many Ameri ns. Although no one solution,
ifi'any, can be offered to remedy these prob ems, one thing that each
individual family. cap do to help themselVes is to make and use adequate
financial piano and records. 'Financiallaahning involves a wide ;tang
of factors that all of us may not consider. We should know the'severa
tOnsider*tiOns needed-in makinga financial plan and the steps to follow
in implementing this_plan. '

This; model, contains two. suggested approaches to help you, as the
leaderhelp*others become more responsible consumers in the area of fin-'
antial plannint.'BOth an overview approach and an in7depth approach are
presented for your use.

Contents of the Module

This module, efi titled,."Making and Using i,Financial Pan ", contains
the following tomponeiiis or areas of understanding:

7

I. THE PURPOSES OF. FINANCIAL PLANNING
/ II. MAKING A FINANCIAL MASTER PLAN
III. IMPLEMENTING THE FINANCIAL MASTER PLAN
IV. HANDLING FINANCIAL PROBLEMS

0

Each component includes an overall objective, farther specific ob-'
jetives, competencies which, hopefully, the learner will have developed
.upon' completion of' the subpart, a concepeual'outline with supplementa,1
,narrative containing the information to be covered, leader activities,, and
tr sparency masters (located in/the,Appendix) which can be used'on an
Opt oral basis to implement the; /suggested activities. Much of this inforlr;
maton is included for your benefit *and will not be seen by the learners.\
You will want to read and examine the entire module carefully fiefore
presenting it to iheearners.: This will help you. to understand the
information;iin the module more fully, an4,,,Fill allow you to make sode
tenative thOices about which activities to usesin the /earning situation.

Other featUresof the module are sources ofurther reference, an
evaluation device,-aform for you to return, concerning your reactions to
your use of this module, and an appendix.

6

OVe rview Approaches ,
=,

,.
.

.

There are two overview approatheeintioded7-assuggested-presentatiOns_____
for one,session which covers alrof-the-Material,in the modiile:in,a,50:minute
time.period. these could be,used'at dinneeet:Ings or lunchens;-as a
program for-a mends or women's_ club meeting; as lkprogram'for the elderly;.

6or any other meeting of adults who Might be intersteein learning toim-
. prove.their financial planning. The first oUtheae.presentations 1.0.a

"Leader/Lecture-Oriented Presentation": IOhis overkziew,.you aethe leader
would;gdo all of the talking and explainingiunieas,of course,there are
queStions. The second of these resentations'is.a piscussion7Oriented-Pre-

',J Z.
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sentation". In this overview, you Ss the ladder would explain some of
the information and then ,encourage-the group td contribute.by asking
them questions, having them-diaw conclusions about a case study, and so
,forth. You should review both of these presentations thoroughly' before .

deciding which overview-approach you woad feel more comfortablt using
or which would be more appropriate for your group of adults. It may be
that-18-u will present the overview to a group of adults whose interest
it the area of financial planning will be increased by Your presentation.
If they express a desire to learn 'more about. financial planning, thb.im-
depth approach can then be used,' with the same group, to cover any,par-
titular area of.interek, or to cover all four components.

In-depth A?proach

The in-depth approach is for presentations which cover all of the
material in the module' in two sessions'of fifty minutes each. (Session
4 #1 would cover I and II, Session 1/2 -would cover III and IV.)- The activities
on the Leader Activities pages for this approach are more specific and
cover the material in the conceptual outline and the supplemental narrative
in more detail. The leader activities for each unit are FIggestions..
Those which are strongly "Recommended" and mosit vital to accomplishing
the objectives are labeled, "R". Those activities which are "Suggested"
and may be..neCessary for adding depth to.he earning are labeled, "W%.
Those which'are "Qptional "and can'be done ifltime permits, are labeled,.
"0".

.you should select what you believe to be:the most suitable Activities
for accomplishing each objective with your particular group. Of adults.
This may depend upon the people in your.:group, the facilities and equipment
ayailable.0 you,, the time you have to present the material; and the
degree' to' which you.feel comfortable using the various methodsOf Presen-
tation. Emphasize first, those activities labeled "R "; next, those labeled
"S"; and finally, if time permits, and should you decide it would he bene-
ficial, those labeled "0 ". It is not advisable to ,use. activities out, of
sequlInce unless, of courseyou have determined that your adults alrtady
possess some of the-more impOrtant competencies.

Wherever an asterisk ( *) appears there is a transparency master
(located In the.Appendit); which can be used for the'particular activity..
You may irefer to make and distribute handouts.of the information, use a
flip, chart, write the information on a chalkboard, St use any-other activity
which help co accomplish the stated objsptives. Each activity is stated
in such a way that you can use whatever method of presentation you.are,most
comfortablewwith and whichever you feel will be most .effective for yob
particular group of learners. Imagination} and creativity in the method of
presentation Are encouraged.

. *.

Suggested Procedure for Use of Each Component of the Module

1. First.,of alI, inform 00 group o ",the major and specifitliobjectivei
for the unit. This Can be done eitherby eading them to. the group or by
showing. the. component transparency. :At thi time, them first activity
should begin. Activity Numbei One in each omponent is especially. designed
to serve as. an oral: pretest for the adults i your 'group. This is a'unique

9



feature of these Consumer Education Modules. This activity consists of
a list of questions which/you can ask to begin the discussion-, to intro-
duce the unit, to stimulate thought, and very importantly, to determine
to what degree the learners in?your group already have an understanding
of'the information. If,.after presenting the first two or three questions,
you have succeeded In eliciting.a favorable response from the group, you
may wish to proceed` immediately to stating the generalization. This
method of transition. to the second activity is an approach that will help
you same time.

2. Proceed with the second leader activity which you have.determine
/will be most feasible for your group, the setting, and the time available.
After each activity,. it is recommended-Sbat you ask if there are any
questions or if anything is unclear. Once the first cOmponent is com-
pleted:the same procedure shofild be used for each successive subpart of
the modulb until all are ,completed. You will notice that on page 69,
there is a section whichwasts a variety of references. You as the leader
can use these for additional background information on the topic. One.or

. more of these references should be available,in your local school, public,.
or college library. '±f not, you may wish to order several of these for
your use. . .

8

3. Finally, after all of the units have been completed, some form of
evaluation should be conducted. Since you are wqfking with adults, who'
are most likely in a volunteer situation, there is no,forMal posttest for
them to complete. .Ideally,. they Sf.7ould have beenevaluating themselves

,..\throughout.the session(s) in terms ofthpir individual objectives.- Provided
In the module is an evaluatic ,device which can give you some indicatiomas
to what the learners actually id gain from the Session(s) and how effective
your methods of presentation were so that,you may alter them4"if necessary,.
or make note of those activities which seemed to be especially effective..

, -
Suggestions for-Working with Adults

a

pe' 2- ,

( Since you will be working-with adults, it would be helpful to identify
sole ideas to keep in mind about adult learning situalons.c.First, the

- learning setting should be 'bothattractive and informal. This should be a -..,

somewhat different atmosphere than that of anaotual classroom,learning ______

situation. The informality is especially important because-the-leader feeds
to establish and maintain a good rapport with with the adult learners, in
addition to,demonstrating respect for. them as individuals. Second, by
trying,- to.some extent, to determinethe life style and spending patterns
of those present, you can better assess the future educational needs of the
gr6up: This will help_yOU-identifythe direction, Scope, or 6ncentratioc
of your contdiner.affaits education presentations.: Third, encourage-the-
learners,tb-aelf-evaluatetheir own'private consOmer-behior throughout
.thSession(s). SUggest-that-they ask-questions-when things aren rnclea-w- -:--'--e

...-----
Further,. you miCrt,.tedend-that_they-Tcontributeieriteifideas and expri7
enceathatve-wOrked-for:theth' Oar-they-feel it is ap t riate,.:So-that-

--

the'hOle group mightAGenefit-fr4M learning about-these experiencerS. The 7.
learner's e;rent-tif knOwledge and_interat-iii the-,-aregt-tO:be--exAminpd,,shnu24, -
be Jbe.-_1043i_ rritex----f--e-r,

. -.--3V:CtI"-4;_--irItle;z:----..,... .i, . _. : - - 47-whAt--=and-how-much
ii-,,-,of the-area-Va Al be- .learned ItS'dyout-jOh.tb'see thatLlthe-adUit-rearner

y --
gets-what-he---wants .4.n-the learningsesSionsReMember tolteep-theae ldeab-

, --- :--i
7 ''



,
in mind, when working with adults; respect the learner at all times; try not
to force your opinion on'Others; take breaks, from time totime rather than
meeting for a long,extended time span; end, help give them a feeling of
worth.

y

,

An indication of your success may be your adults requesting a follow-'
Up session on the topics covered. Our suggestion for this Tresentation.is
to moderate a session with'one or.more guest speakers. This might serve
as a third indepth session or as a follow-up to one of the overview pre-
sentations.

D

We hope that the suggestions fpr using this thodula.will be useful to
you and that the pqrposes of the module will be achieved with your adults.
In all of the modules, the major objective Is to educate individual adults
in consumer affairs education. We hope And trust that the modianapproach
used here will help youin this effort.

I

.
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MATOR AND SPECIFIC OBJECTIVES:

MAKING AND USING A FINANCIAL PLAN

'Nor'

7

I. THE PURPOSES OF FINANCIAL PLANNING
_Major Objective: -To cite the major purposes for and .assumptions."1

underlying the concept of financial planning.
Specific'Objectives: To list ways in which financial planning can

improve the overall well being of families
and'individuals?

"II. MAKING A FINANCIAL MASTERLpLAN
Major Objective: To devise'a financial'master plan to chart out

the financial objectives of'a family of in-
dividual over a number of years.

Specific Objectives: To dete'rmine the net worth of a family or in-
.dividual.
To list several types of resources available to

a'family.
To define whAt is meant by disposable income.
To list and cite examples of,the three types of

&pals in financial planning.
To identify ways of determining expenditure patterns...
To distinguish between-lixed and variable expenses.

d.
To understand thi importance of 'savings and of .

planning or an additional ethergencyluna.

III. EMPLEMENTINGTHE-FINANCIAL MASTER PLAN
Major Objective: .To visualize implementation of the financial master

plan through the use of budgeting and periodic
evalpations of the plan.

Speciffc Objectives: TorecOtnize that budgeting is a short=-term tool
that helps hA family achieve their financial

4x, objectives.'
flo 30 list the steps involved in the MI g ing process.

o To devise a personalized budget for.afa ly.

T9 understand the importance of closet' ev luatI
k

ng.-
the budget.

/
To note ways of adjusting the budget to'. . ter suit

the family's nedds.and wants. ,

To list ways in which to evaluate and adjust the
financial master plan:

e.

40

12



MAJOR AND SPECIFIC OBJECTIVES:
1

1

MAKING AND USING A' FINANCIAL PLAN
; (Continued)

t..

I

0

\--
HANDLING

4,

FINANCIAL pROBLEMS
-Major Objective: To identify causes and ways to alleviate frequently

A l occurring financial problems.
.

Specific Objectives: To 'identify several frequently occurring financial
. problems.
To list typical causeaoffinancial problems.
To utilize several formulas for calcglating when. .-

you-are over-extended., . .

To idenelify measures that can be taken to alleviate

.16
over- extension. ..

. .
. .

I
, TO list sources of assistance. and Counselingfor

over - indebtedness, -,

To examine bankruptcy ptocedures,and their use in
solving fibanCial Problems.

C

O



COMPETENCIES:,!:

MAKING AND USING A FINANCIAL. PLAN

12

I. THE PURPOSES OF FINANCIAIJLANNING
Competencies: State the "main purpose of linanCialplanning.

Ltst three ways in which financial planning improves
the level of living of familiep and individuals.

Me three advantages tousing goals as a basis for
financial planning.

Discuss ways in which financial planning_can-help
one avoid and/or relieve a particular financial,
difficulty.

II. MAKING A FINANCIAL MASTER. PLAN
,.-

Competencies: DeterMine the net worth of the. learner's own' tamily:
Total, all sources 'of income forthe family and list

other resources the family hag available.for use:
Definer the terthb.dispOiableincome, fixed eicpensth,

and variable expenses.
Give eXamples.of at least two types. ofj,_xed-and------
variableXpenses.

.
.

. .

Give an example of each of the three types of goals
thaemay\be included the family's financial

..,

plans.
Identify how a faMily can determine its expenditure

patterns.
,

Determine the amounts that the..family should reserve
forelevings and for emergency'funde.

DeveWa set of written records that the faMily can
/ use in making and implementing their long-term

1 financial plans.

t.
III. IMPLEMENTING THE FINANCIAL MASTER PLAN

Competencies: Understand the role that budgeting plays as a short-
term tool in accomplishing financial objec4yea.

ist the steps' involved inithe budgeting piocess.°
ine sample budgets ,and devise :;a budget lOrksheet

that Tits the needs of,the,i0avidual family.
4C to examples of the typestiitegories that Should

be contained in the family'budget.
Practice accurate record keeping in budgeting.
Realize the importance of evaluating the budget,

List examples of adjustments that a
in their budget to make it better
and wants.

List factors involved in evaluating
masterplam

family.might make
suit their 'needs

the total financial



COMPETENCIES:

MAKING AND USING A FINANCIAL PLAN
Continued)

IV. HANDLING FINANCIAL PROBLEMS
\\

.Competencies: List several types "f requently occurring financial
problems and cite ,.os ible causes orOese
problems.

'Demonstrate by using Dnepr more form las, how a
family can determine if they are fin ncially
over- extended;;'

Cite several adjustmentp,4 family can e to alle-
viate over Of debt.

List three sources that can provide help i getting '

Out of =

DiatingUish,betWeen_the twotypes of.,bankrupt that
may be 'fired 'to relieve indebtedneas.

,
C
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SECTION I: .THE PURPOSES OF FINANCIAL PLANNING

MAJOR OBJECTIVE: To cite the major purposes for and assumptions under-
lying the concept of financial planning.

SPECIFIC. OBJECTIVES: ..To list ways in which financial planning can improve
the over-all well being of families and indivi-
duals.

To understand the importance of setting goals.on
44bich to base financia1plans.

e

LEARN R COMPETENCIES t State the main purpose of financial planning.,
'p.

, .

Listpthree_ways in which, financial planning
imp oves:rhe level Of:lping' of families and

4ndividuals.--,

°Citethree advantages to using goals as a basis'.
for financial .planning.

4

16

Discuss ways in which finincial.planning can help f
one avoid and/orrrelieve a- particular financial'''.
,difficulty.

CON.CEPTUAL OUTLINE.

Reminder:. ..This is a conceptual:outline:in which both the major. and Minor
ideas are presented.' Ihe_accompanying.7SupplementaltarratiVelurther
,e4iaida.the:Conceptaadd gives anideapli howthe,Material-might be pre-
aentedlto An.audiencel'-Fot additional:information'on thetoPICs,. review -,

, one ()relate of the: Specific referenCea..notedon:pageS69,71.
. A.

,, .
.

I.' Purpoies and Absumptions Of4/inaoci 1 planning
-. . * ' ..- -'

, .r
A; theability-to'accomplish fin ial Objectives'isntit equal to :.

Ithe'SiSe.of-the incode, ' r; .., .o
FihanCial planning'. iimptaiie8 the level' of,living. of families and
individnala.. .-'

4

1:---Material goods , .

. SOCialstatUs
. : ,%,

3. Psycholoiical-satisfs
C. Financials piannii444iiiVeaLlamily relations when Changes,ando

improvements can be'seenby thelamily members.
D. lansteriaandshertrterm vials usually: can beachieve9lore

satialactorily-throUgh:financialAilanning.
° 1. Valuesmutithe

2 eatablish pricritieivdepending'on their stage in
the faMilk7life cycle.

3. -;Goilit:igustbe realistic.



4. Setting and workingtew4d goals leads to better organization
of family activities and utilization of resources.

E. Planning can help avoid a partiCular financial difficulty.
1. Plan so that debts will not. accumulate unnecessarily.
2. Short -term goals may be postponed' or shifted to long -term

to avoid financial stresses.
F. 'Planning can help toy relieve oneself of a sparticulaT financial

difficulty.
1. Helps'you know when you are over-extended.
2. Helps you identify ways:in WhiCh to get out o debt:

ISUPPLEMEZTAI: NARRATIVE

Why, Use.A Financial Plan?

. ' . ,-

17

o.

Would YoU belieVethat .0.,family with an annual income of $21,000-
.

could'nOt make ends meet?. Regaidless of the 'size of:thefincomewmany
families.

,

lamilies do have_thisptobieM. In the uabe,Of-the faMily-just mentioned;
thesbuSband had.beervearning a gOod,saIat5qOr several yeate,but part I,

of the prOblem.was'eitithejamily could not 0o0apending1:::EOthheand.
:his, wife were eilUallycateleas No plans were eermadelot.:spending '

for savings, orlOr:futuregoals: 'Siiplylint, there. werernoplans at
all ...Since their indebtednesaamounied-toHover $36,000:witb:aaeta
amoUntingJto on:W.0,500, this family endedUp filink-for bankruptcy: ..

This illuitrates that, rich or :poor, all-,.families hava.a need for some -:
Sort oefinancialulanhillz.. -. .

.

''.'I; ',1 ... .

, The purpose. Of-financial planning is not io'increase the income',
but,to.systematically determine the Moat ef,teCtiye the in-
:noMp.,-,that.1.8.elipected;to be'earned.by_the fbe:thati::resson.
we cSn Make the. AssuMption thst.the-sbIlity4o Accomplish.financisK_
objecr4veti:is note4ual,tb.the size pkthefamily!ljinCome.. A carefully
Zaidejinancial. plan Can*ilizejncoMe-to/l.mprOe thelamilyls leyel..of
14*ing:in 114'y aipectar Let's:Iist-someof.the Ways in whiekfinancial

:.'planning taa;helpjaMilies and individuals:

The most obliOl. .reason :for finahciaVnLOlang,i5 to:allowthevr
1iimi1ytOiMproe their' material.:10eInf living.;tv buy more and better
goods 4i411?eet4060: -Thiain:.tOtwcift0 imlitolieaytheaocial Stattis'ofthe'
fiMily4ntheitineighbothbod*d'embng.:CollesgueSAUd,Peerii::This-is
0641.1ya*onseciuence of aChieiringtheloaltithe:family jigui. set for..,,
themeelvea, but-:0)SQ16 fAmilieS this status-seekinuis a goal'.in itself...
A144,With:AmOrOing oners'image:In.the:eyes ofbtherS, these material
4094 provide many hidden psyChologiC04,'OatisfactiOns fOr the family
'netbata This ita'factbr.that.cannot be overlooked in making' the

inancial plan. '

.

1404Y.OtObidpe have been theireison for many divordas and suicides .
in `the pasta" This ie eiyidence:bf ho07importaptlinancial planning can be..
in-mainta*angsmoOth-sdifIng within the family'. Through



the use of. a set. pre-determined.financial,plan, the family members can
see the improvements and'changes that are being made in the management
of the hqusehold. Relieving pressures, providing a sense of sharing and
togetherness, and maintaining fairness and equality among the family
members in dealing with financial matters cannot help. but improve family
relations.

4
1

We have mentioned indiredtly the importanbe of'setting-goataTiii
,

financial planning. Many families have goals set,_but-do not .plan
finandially-to accomplish therd. 'Both.lonr--teri and short-term goals
can be achieved more satAsfactorily-thiii-Igh including these in a
financial plan. !Setting goals is very important for a family as d
fOtces the to examine and.clarify their values. They must decide
what is important to them, what they will forego to attainthis, and
whit.valuss will, take too priority in, their_lives.-Thapriorities
forthe4amily will often depend on theiratagein.the,familyfilife
cycle..' The same basic.goals, for example.to:puithase ecsetond car,
might take low:priority'with a'young.couple and-first priority by a.
fiamfly with. children in high sChbol or may nett even:be considered
by a retired couple. Whatever the case. may be,'setting and workine:
toward these goals leadsqo better organization of'familY activities

.

and requires'the family',t6 devise ways in which.to-usie the.aVailable
resources in Order'tO best attain the deairedgoals.

Throughout this process of clarifying:values, setting goals, and
incorporating-these gOald intothe financial plan, it is/very'Impor-

.. twit for the family. `to realistic-in.whit they actually.expect to
accoMoliSh. 'Unrealistic goals wilionlitAieeolioint and frustrate the

<.fami'ly in. ;their efforts.

Another purpose of financial planning.is to. help the family avoid
'financiakidifficUlties. a, written plan, the amily'can allocate
their indome,td see 'exact y where the money-needa,io'be,spent:..So,.it
is less likely,that large bta will accumulateunneuessarily. 'Through
the use of 'stated goals, the familycan look:at their; objectives and
decide.whick:oneamighE:be7pOstponed for a while-in order6 avoid
over - indebtedness. jor'faMilies:WhOare:already having financial
difficUlty, a written plan Can'helpthem to see where they are oVer-.
extended in their credit Usage and heli:them identify:ways that they A.
can cut dawn on spending to redUce'debts.

.

'a
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SECTION,II: "MAKING

MAJOR OBJECTIVE: To devise a fina
financial objec
a number, of yea

FINANCIAL ESTER PLAN

ial mastei± plan to.chart out the .

v's of a fetidly or individual over

.SPECIFIC OBJECTIVES. To determine th netWorth,of a family or individual. ,si
lo list severe 'types ofresourcee.avdilable to

a family..

To'define.w t 67 meant by d is pos abei, s

To list an cite example3.0f thethree'typee Of
-goals n financial planning.

of determining eXpenditure pitpatterns..
.. TodietingUishbetwee- fiXed and variable expenses.

To understand the importence,ofsaVings-and'of
'planning for an additional emergency fund:'

.:,
,.,

LEARNER' COMPETENCIES: Determine the net .worth'Oft4e learner's own
f.

,-$

family.
.

Total all sources of income for the family and
list -they resources the fatily had available
for use.

:

c

Definethe terms disposable income, fixed expdnses,
and variable expenses.-.

Give eXamPles of at least two types'of fixed and
'variable expenses.
Give-an exaiple of each ofthe three types of
gOals that may be included in the family's
finantial plans.

Identify how a family can determine,its'
patterns.. . .-

Detdkmine the amounts that thdfamilY should
reserve for savings and for-emergendy.funds,

Develop a set of written records that :the family
can use in making and implementing their long-,
term. financial plant.

CONCEPTUAL OUTLINE
.

Reminder: This is a conceptual outline in which, both the major and%minor
ideas are presented. The accompanying "Supplet ntal Narrative" furter
eiiilains the concepts and giVes an Idea of how'
presented, to an audience. FOr,additionai.infOr,
One or more OftWlipecific:reEerences oted on

he mater &al might be
tion on the topic :.review.

pages 697,74°
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II. Making a Finantial Master Plan'
]5 .

A. Determining family xesourees,
1. Curfent net worth'

a. ,Liabilities are subtracted-trpC-iiiiet\..

2)\asseta (the current ing y.A.L own is
.lash,o(savings, and monetary on hand)

A
b. Th.e.,difference-betWeen_these is..what the family

is "worth" monetarily (that vtd.ch.could\be converted to
money after gall' debt are paid).

2. 'Estimating 'projected income .3,
a.

b.

`1),Iiabilities (the ,amount that you o e)

d.

*e.

f.

tax. re

Determinin
a. Subtrac
b. Subtrac

. c- Subtra
d. Sub

Wage's and salaries , Lr
Social security benefits
Welfare payMents.
Food stamps:

. .

Penaions .

.0ther-income (inxestment dividend:a,
unda, lifte and bbnuses)j
net or disposable intome..
federal and state income taxes.
'Social Security tax'payments'
t retirement fund contributions:,

et life and medical insurance', credit
otter deductions.

e. Remainder ia'wha the, family actually has
Other resources'4.

interest from savings,

a. ',1.14usehold production

b; Special talents, skills, and knOkledge
c. Frae.resourcee such as 2.*ary, parks,

'programs
. Projecting expenses .

1. .Realize that some exp enses
2. Determine goals.

a. Long-rerM goals (5 or amore;Years)
1) EdUcatiOn of chiidrefi
2) Savings for retirement
3) Debt-free-home
4) Others...,

. Intermediate-goali .(3 to 5-years)::
'1) Euyingssutqmobile
;,.2)-Down payment on home
3) Purchase major apPlianCe
'4) Oihers.

c. Short-term.goals for current year
1) Meeting fiXed expenses
2) Reducing debts's,
3) 'Vacation

are fixed and

thions, and

to Spend.

. .

of family
community

others

4) 'Recrea.tiln or 4.speciEil reci4ationsequipment

'5) Others
-3. Determine previous spending patterns.

members
recreation

are 'variable,

eve)
4 a ".

6
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--,----I) Rent

2) Installment,painnents----- -=--

3) Other' "'` ..
5. .Devise a. personalized__family-budgetanage-rikinthry -onerS'

ibt-al--frniiiiOialplans. .. ,, ,
. Make necessary adjustments in the budget to tachieve long-

term and short-terra..goals. r ._,

1

SUPPLEMENTAL NARRATIVE

In deVising the actual long-term,:what we will call "master, fin- ;..

anal/ilia:an, the first condideation is to/assess what resources areAvailable to the family. ,Then, the;expenses for .'the period, of time
being planned for' must be 'estimated' After a careful locik at ,these.

factors,- tab family can begin to write out their financial plans on.
paper and soon arrive at' a wellorganiied long-term plan..

(. i .., . .
Determining Family Resources

The resources available for the family to utilize' in tilanning fOrimPrOying their level of living: may be of a wide variety. ilowelier,, thegist resource most of us think of is the monetaTy value of tfie -
. In order for a family to, asses; its finacnciai status id " 'terms Of monetary
*worth', the ,','net worth" must be figured. Net worth mean_ s the ditteretitce

- left when the family's, liabilities are subtracted from its -assets. t is

'24..
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shaet.or .financial such as the one in fiizure 1 below.
a kalance,-just as in a checkbooR, and can be figuied easily-1537 using a

f
Theessets,.the current values'Of everything you own (car, house, antiqUes,
etc.), plus cash, savings, and.other' monetary capital on haO, are listed
separately_and:tOtaled at the top, _Ihehgttoth.liat'botals liabilities,
amounts that ypu:.owe (installment debts,,Mortkages,-etc.): . When the two

'totalsre4e subtracted, the remaining figure is the net worth. What does
-:,--thy Tileanto a famiiy?.'It tells them what -they'are "worth" at the Resent,

And that Which could be converted to.tbney after all debts were paid. This
gives a place to start in making-e-long=term financial plan'and allows
comparison of.-pr-ogiesa frot year-to7year,

Figtae. 1--,

BADVICE SHEET OR FINANCIAL:MATER

23

i f , . BEGINNING OF END -OF THE
.

. THE ,YEAR ' YEAR

'AA.
1-4, tsr:.r,...,,i, ,,/, ,AssEfs,,, '10.____ 19

0
----

..---

CASH ON HAND AND CHECKING ACCOUNT BALANCE , - C $
...---

...CASH VALUE OF: ,

0 HOME AND OTHER. REAL ESTATE

AUTOMOBILE AND OTHER VEHICLES

HOUSEHOLD 'EQUIPMENT AND FURNISHINGS
1

$
.

$

$

INSURANCE (CASH. VALUE OF POLICY) $
. 0

BONDS, STOCKS AND OTHER INVESTMENTS $. $
. ..,

ANNUITY OR RETIREMENT PLAN (CASH VALUE) E. $

MONEY OWED YOU . $ $

,

OTHER $ $ ..

$ $.

TOTAL ASSETS' $

LIABILITIES

.-. MORTGAGE 4. $

DEBTS OWED (INsiAIIMENT AND SINGLE PAYMENT
$

$

$

TOTAL 'LIABILITIES $

NEr WORTH

TOTAL OWED MINUS -TOTAL OWED

$

St
$

$
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Income. 'Another major family resource to determine is the actual
income the family will likely receive durini the projected planning period.
This income may be in the form of wages and salaries or, it- may he from
Social Security benefits, pensilis, iTelfare'payments, and the value of
flood stamps. Other pdesible sources of%income might bekinVestment divi-
dends, interest frOi savings, tax refunds, gifts and bonuses. In finan-
cial plannipg it ig important to distinguish .between gross income and
disposable income. Gross, income is the salary you earn in addition to
a variety of othensburCes of income. ;Disposable income also called net

'income, is4the amount wt over after federal and state income taxes,
social secifity iaxWynente, retirement fund contriblitions,1 insurance,
credit and'other.auth 'deduction's have been taken odt'of the

°"- salary or other source.of income. This is the amount that the family
actually.hasto spend:

Imestimating the failly's income for a particular year, it is. .

generally a good idea to list the sources 4nxt estimated amounts of in-
. c6Me. on a chaxt such as the one shown in figuies2. This will allow- ,

...". you to visualize clearly the income you have tp.work' with and. where it,

is comini from. __ __

',". F4gme 2r

s

DETERMINING DISPOSABLE INCOME

. DETERMINING GROSS !NOTE
LAST
trticcm (AO

IHIS
NC OE EIEPECTED

FELP AS A WIDE) AR .

.SALARY, WAGE OR COvtlI§SION
01-

ChIERSALARY,WACt CR MISSION

'INTEREST

TAX REFUNDS

'GIFTS"- ,
, PENSIONS

,

SOCIAL SECURITY

-14MFIN

PCNIAES .

RENTS'

DIVIDENDS

SPECIAL FEES

IELFARE PANtENTS.
'FOOD STOPS.

OTHER INCOME,-

2, TOTAL GROSS !Kat R`t

t .0

2.4



Figune 2 (Cont'd)
3. DISPOSABLE INCOME (RECORD THESE,PEDUCTIONS ON A MONTHLY BASIS)

FEb6AL INcamE TAXES DEDUCTED

STATE INCOME TAXES DEDUCTED

SOCIAL SECURITY TAXES

HEALTH INOANCE

LIFE INSURANCE

ACCIDENT INSURANCE

DISABILITY INSURANCE.

RETIREMENT FUND CONTRIBUTIONS

UNION DUES .

. .

COMPANY SAVINGSAANS

CREDIT UNION SAVINGS

OTHER DEDUCTIONS.

4. TOTAL DEDUCTIONS (MONTHLY)

5. TOTAL DEDUCTIONS 64 6,ANNIAL BASIS (MULTIPLY THE 'TOTAL OF DEDUCTIONS
IWNUMBERFOUR BY, 11)

6. TOTAL. ANNUAL DISPOSABLE INCOME .(SUBTRACT TOTAL OF'THESE DEDUCTIONS IN
NUMBER FIVE FROM TOTAL GROSS INCOME IN NUMBER 2)

7. TOTALAINTNLY DISPOSABLE INCOME (DIVIDE ANNUAL TOTAL IN NUMBER SIX
BY

Other Resources: -Other non - monetary fatally resources often are taken
for7granted or not used to their full advantage. The production -that goes
or within the hougehOld is an invaluable resource and greatly determines
hoieeffective'the other monetary resources are used.2-2Tbe special talents,
skills, and knowledge of family members canbe-utilixed to make thiS hoUse-
hold producti6n,mote effiCient,:as well as provideentertainment, pride,
and psychOlogical satisfaction to the family at minimum.tost.' 'An example
of this.would.bd the ability to raise a garden'and perserve your'own
fruits and vegetables.' Anotherexample'is the talent of a familiamtber
in,arts and crafts which peovidei.recreht4on and 410.0,1a44 14* Wiliam.
or renovate ifemPfor the home. ,,Other "bargain" resource are offerecito
the family by: e Community...Free libraries, parks,:end museums offer

, ---

eduCatiOnand entertainment,:and cOmM4nity recreation piogrtima and organ-
izations offer opportunity for-leisure activity as well as for`. self-
improvement. These human resources must not be'averiooked.in the financial
plini.even'though you cannot assign them asiodetary value. The dif-
.ference 14,11'show up in yout savings and enjoyment.'

25,



Projecting Expenses

Perhaps the most difficult part Of making)avfinancial plan is to
determine as accurately as possible,approximately how much the family
will spend during a month and then during a year. To begin, expenses
must be distinguished as fiked or variable. Fixed expenses are those of
fixed amounts, occuring on a regdlar basis. Eiamples of these are rent
andauto loan payments. Variable expenses are those whose amounts vary
and can be Controlled. Food and clothing are good examples of variable
expenses. 'But before. any of these. expenses can be estimated,:the-family
Must first lisCthe goals they hope to accomplish in their spending. '

Goals. In listing financial goals the family can categorize their
goals as long-term,' intermediate, or short -teim. Long-term goals are
those things which the family hopes to accomplish sometime after the next
five years. These goals might .include .paying o, If mortgage-on the
house, accumulating savings to provide'education for children or savings
to sultain the couple or indiVidual during retirement years.. The, goals
hoped 14.) be accomplished within the next three to five years are inter-
mediate goals. Buying a new automobile or major appliance, or saving
enough money to make's down payment on a home' might be intermediate,-
goals of the family. Those immediate wants and needs of the family for
the current year, such as reducing present.debts, going on a vacation,
purChesineepecial recreational. equipment such as a boat or bicycles, or
merely desiring' to meet the fixed expensed'each 'month are classified as
short-term goals. t tr

After the goals have been
amounts needed or each can be
divided into yearly or monthly
in projecting planned expenses
purpose here and can be looked
plan is impletented.,

listed in the proper categories, the,
estimated,. These estimates must be
savings amounts in order to be of value

. 'The list of goals serves a'speCific
back.to time and again as the financial

Determining Spending Patterns. .The.list of.-,foals explained above
gives the family sote\idea of the spending and paving they hope will
take place in the uture.- But,'how can the family estimate the.other
day to day or month to 'month expenses that Must be covered. One good
way to do this is to refer to previous recordlion hand. ,Old

receipts, check stubs, etc. allowthe family to see what it has spent
foi various purposed in 'the pag,t; .Correcting theae-figures for the.
rising cost of-liiiing gives E: general estimate of future costs.

by s

`Many'families fail to;,-maiutain the recardivmentionad_so they ;have_
po means4.-other =theregUdadi4Tito estimate their `expenditures. These
familiek(would be wise. to have each famiiy.member k4ep an accurate record.
of all money-sPent-for.a period of time, abchaa, two weeks or two
abnths.,_A'twomonth record would probahlY show the most typical` spending..
pattern. This recordkeeping;. combined.with.referral to past; records..
Would give the .best 'picture of the family's spending patterns.
A:
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Making A Written Lon-Term Plan

Now that net worth, income, and expenses have been deiermined. and

. projected, the family must sit down and write out theirfinancial-plans.
The length of time that this master plan will cover is totally up to the
individual family. A young family with children might want to lay .out
their plans to cover from the present until the children have completed.-
their formal education. Another family !light want ttleit plan to take

them to retirement. It is -important for the family isoi consider their
own needs and stage in the life cycle before they designate.the length

of the plan they are making.

Savings. The most important item in attaining financial goals is'
savings. Far too many families plan to savecnly whatever-is left over
after expenses are covered., rather than have a plan for savings. In the

end, there is usually nothing left to save. Thus,qhey either go into
debt to accomplish their finanCial goals or do not accomplish them at
all. A setampunt of planned savings should bedetermined and inbtricted
from the disposable income before any of the income is allocated for
expense's. 'Using a form such as. the example shown in fignre 3 might be
valuable to families in determining:their'pexsonar plan for savings.

In this case, the AnderpotAT-a xamii.y or, nas as.xus gm:ustor the
.0

year to purehase a new refrigerator at apyroximately-$600 and also to hAve
$1,000 for A vacation planned for. the next summer.' These are totaled and

'listed as They have $500 on hand that waileft over from
. the amount they had saved for last year's.vacation. .Thia is subtracted

from the total goal to arrive at the actual savings. amount that they must
include in their budget.- They also would like to give each of theft

' 'three children a $25flavingp bond on their birthdays. Purchased A $18.75

eadh, this amounts. to $56.25. Since they do not have any funds to carry
over for this purchase, they mustbndget for the entire $56.25. Other
savings the Andersons might plan,Auch as a college edudation fund for the. .

.-Children, would be entered into the other-colUmn in the same fashion. When
the monthly budget is planned these amounts divided by twelve %(for 12
months) andllncluded in with other expenditures budgeted for. 7 Thus the
family 'has a greatly increased. opportunity of actually achieving these goals
than they'would otherwise have without planning.

Figtae.
.SAVINGS'BLAN, 19

° 27

I

Specific
Wants

. .

. ,

4
Emergencies -

.

Security
Other
(specify)

Goals for
Year'Fnd- .1 6 6 00

Less: Now
On Hand

1 ,ZIO ay 4

Budget. for
Year

4/id is b i 4/ /O .45.6..,z57,
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When many families are asked whatothey are saving for the answer is
often "A rainy day". This Certainly has itp_merit, but if the family is
trying to achieve certain goals, this -type of savings should be:designated
as a special emergendY 'fund. This emergency fund must be budgeted' for.
$epirately from the savings that isbeing planned to accomplish other goals.
Again, the amount depends on the individual family's situation, One

, suggestion is:thst an amount equal to_two months of the "breadwinner's"'
salary should be kept. on reserve for an emergency fund. In\the Case,of
the Andersons, th s is approximately $g;000.. This Amount would certainly
vary according to tidily tize,atage in the family cycle; and the amount
and types of insur nce and other, benefits the family has. Thit. type of.

savings should be listed on the saving' plan too: Unless the emergenCy
`fund is usedHup comBlelaly, there Will'usually,be an amount carried over
from the_text year that will merely need to beadded to in o1er to main-
tain the fund.'

Expenses. We have already distinguished between fixed I*10 variable
expensed. In making out the written long-term plan,Lthe family must:,
estimate the approximate yearWtotal of these. !Oneflitype of expense that

is easier to view Si the yearly level is those large irregular orie-,
volving expenses. Examples ,'of these pare insurande payments,

and taxes, all Of which:comed e.at a certain time of the year rather than
monthly. It is important to p an'and save for these on a monthly'basis
or the funds, will not be avail ble wheat-needed. Shown in figure 4 is an
aidelto.help_families plan for eeting these expense!. 'These will be
included in the..-monthly budgetHof thejamily along with the'regularfixed
and variable expenses,'

A
. .

Using the Plan.. When A.financial picture foroneyear is obtained,
the nextJogical step is to break the plan .dbwn-into_monthly budgeting,
periods. Then theTlan becomes usable. The budgeting otess-will be

---
described next. ,

,,
.

..

Nlien,you start using your plan' you will no doubt see thatsome'
adjustments need to be made to realistically,meeethe goals you:have set
or,thatthe goals must.simply be-PostpOned in ordet:t6 Meet ciher'eXpenses
adequately. Remember that eventhough your plan has been written, it
still must be flexible. Make necessary adjustments to achieve short -term
and, long -term goals. .
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;.# SECTION III: INPLENENTINO-THE .

FINANCIAL MASTER PLAN

NAJOE:'OBJECTIFEs To visualizeimplementation.of the financial masteeplan
through the use of bUdgeting and periodic evalustiOns

1

of thelgan.

SPECIFIC OBJECTIVES: To recognize that budgetint'is a shOrt7term tool]
thAt belie the family-achieve their. financial
objectives.

To nit the steps involved in the blidgeting,proCess.

TO devise a personalized budget for a family,.

To understand, the importance of closely evaluating
the.budget. r*

..

To:note ways of Adjusting'the budget to'betier.euit,
the family's needs and wants,, .

To list ways An which to evaluate and adjust the
financial master plan. -

4 LEARNER COMPETENCIES.: Understandthe tole that budgeting plays as a short-.
term tool in accomplishing financial Objectives.

List the steps iavoliresLie_the bUdgeting process.;

,Examine ;Ample budgets and devise' a.bUdiat Worksheet
that fits'the'needs of the individual .

CAte-examples.ofthe types, of categories' that should
be contained in the. family budget:

PraCtiCeaccUrate record keeping in budgeting.

- 47,

Realize the importance of evaluating the budget
PeriodiCally,

List. examples of adjUiiiints'that a family might make
., in their,bUdget to make it better suit their. needs
and.wants,

List factOrs involved in evaluating the,tota °financial
master plan.

e4



CoNCEPTUAL IlUTLINE
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. , t.;

Reminder: This is a conceptual outline in wh both the major and minor
ideas are presented. The accompaaying "Supplemental Narrative" further
eXplatns thecOncepts and gives an idea of how-the material might be
'presented to an audience. For additional inforMation on the topic, review

-one or more of the specific referendis noted on pages 69-71. ,

.,

. "
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III. Implementing the Financial Master Plan

. USe.bUdgeting ap.a ahort-term tool.
1. Notethat the-budgetis onlyone.iegment of the total

-,financial- Plan, allowink:monthiy planning within one year
of the total.

t
,

A

1.' Budge's 7 e &joint effort ',of the. family. .

. Ru4gef shouldprovidi-.0ach member of the household. with a
;. pglOotallowance.:
4. ConsU t sample bndgets, as guides for devising one to Suit

,ihe individual needs of. your family.
5.'-_Recatds should beimpt simple,

B. Setting up your own personalUed family. budget
. . , s

1. Re- examine short and lOngrterm financial gOais and determine
what or which oni(s)-yon,wint-to's- aChieVe in thii budgeting period.
(one month to,one year)... ' .

2. Estilate'dispOsable income.
3. Categorite Sxpenses.

a. - Fixed. '

b.- Discretionary or variable
1). .Regular (food, transportation, etc:)
2). Occasional (clOthing entertainment, etc.)

4, Estimate amounts for each categbry,.being certain that the
total of the smounts_does not exceed theftotal disposable

a
income.
a. AMounts'for regUlar.monthlY fixecLexpense will be set.
b.' DiVide irregulaF (revolvinWfixed:expenses (insurance,

tuition, etc.) to determinethe:amOnht that Must'be
saved each monthto cover these when they' Come dne.

c. Use past retards to help estimate amounts needed for.
variable expense categories. ,

5. 'Devise a work:Sheet:for the budgei.:-
a. Consult sample'worksheets Of budgets, for other families.
'b. Make the worksheet fit your Own faiily's situation and

lifestyle. - ..

6.,. Accurately'record e enditures for each month.
7. Evaluate the budget -periodically.. .

a ;:c.''''Note'where-plan died notfit.-
b. Note where pradilcapTcan be changed toiaaintain the budget.

. c. Aa'spadding pattepuichange,'categories may'need to be
..addedor deIbted.;andthe amounts realloCitedL__

0
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Evaluate the financial masterpran
4.- Redetermine net, worth annuallY..
2. View the plan in terms of each budgeting period to make sure.

needs and goals 'are being met. v.

3. 'Reassess goali--to.determne ifg9ale are re listic and if
.'the overall.plan is still adequate. .

4. Make adjustments where neceesery.-

SUPPLEMENTAB NARRATIVE

--low that writtenguidelines.have:been draWn for long -term financial

.p fining, thelamily must turn to the task of implementing: their plans on

a ekly ormOnthly.basis. Keeping a close enough check on finances .

in. order to achieve lOng-terkobjectiveS can only be done effectively

through planned budgeting'ofetch,month'e, expenditures. Reviewing.each of

these budgeting periods in terms'of:how.they are' working in with the

master plan assures the familythat their planning, spending, and saving'

are gOing in the right directions forthet.
o

'Budgeting
. .

'.;

It has become apparent in our. discussion that budgeting is not

.financial planning in itself.. This is,a misconception that many :people

have and therefore their financial pans are not as future-oriented as

they Should be. It is important to'remembeV that budgeting is e vital

short-term tool to be used in imElemettipg .total financial plans. We should

also remember that the planning 'of a budget should be a joint family effort,

as it effects each member, of the family, For that reason, it a good idea

for each member of the household to be given a personal.allowance so that

he or,she is totally responsible for maintaining at least one small-part of

the bUdget. Before just .sitting down and ielectitg a rigid form that will

. be used for the budget, there are many factors the family must give con-

sideration. A udget will not work unless it had .been planned to fit

around the' family's basiC lifestyle, values, and. bjectives. 4The budget

must be "persdhalized for that particulir family. How do they go about

doing this? 4 f

s- ' r

. 4:= The Budgeting Process. In setting up t-he Personalized family bud-

get, there are,seven basic stens that can be identified: a (1) Detetmine what

goals you waneto achieve in the budgeting period. 42) Estimate the dis-

posable incomethat will be available for the family's use during the bud-

geting period. (3) Categorike the t ypes.of expenseethe family will normally
encounter during the budgeting period. (4) Estimate the approximate amounts
the family will spend in each of these categories being certain that the
total of the amounts does not exce0 the tot al disposable inconie: (5) Devise

a worksheet for the budget thatauits the family's individual needs. t

(6) Accurately record the actual expendigires onto the worksheet: (7)

E0aluate the budgdt periodidally.

33
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..
'These seemeem clear-cut, but there are certain remindeje and

aids that can help. We need to consider each step in\greater detail.

. Goals. Earlier in our discussion we mentioned \that goals can be , s

classified pLs either long-term,-intermediate,' or short-term. Long-term
and intermediate. goals 'appear in the family budget uncle* saving$.4inde ,

achievement of those goals wild likely occur through say.ngs. Short-term

44goals might also be toyer d in the savings :category of th budgeti.or they
a might be listed,in a specific category if they are to be current expend- -.

iture during a iarticulgi budgeting, period, If the family as listed,several
short-term goals, .they will need to-determine when,each of these need .to be::-
accomplished so they will know exactly\,what current goals n ed to be in-.. ._

'be
in each month's budget. It is only logical that the financial goals

'be looked at first in the budgeting process:, as their, accomplishmenf is the °

purpose of financial'pIanning. Setting priorities on spendin is essential
to the-entire,organigation of the budget, otherwise the budget will not -

fit into the total finanCial plan. j
-N -4 '

-. . Income. One important purpose,in setting up a tudget i
the faMill live within:a certain,incoMe.'- Before considering, the
the familAmAst take. time to.estimate very carefully the amount.0

,that is available for their use. Earlier, in Section II, a.deta
cusaion°.pf estimating,diSpbaable income is prbvidtd. Vor the mo
gety.a similar record of income should be spade. for each month. :This: is .s.,-.:

/definite prerequisite to making out the aettil expellee,. budget._

<>Expenses. Steps three, four, and five of the budgeting process
deal witlFexp-enses,----A-logical step in estimating expantes is to list
the major categories underwhich theffamily'sexpenses fall. Thetwo-basic
subdivisions in _the budget would be fixedexpentel:and diacretiona
variable expenses. We discuSsed,in, Section II that fixed

u ar, 'such as rent and installment ,payments, or
,.tuition-and taxes. List these expenses firs;
read itted. 'Be 'sure to include in the bu

t hat you will need to save to meet -Olose large-
_expenses when they do,come due.

to 1elp
expenses!
f income
led dis-.
thly. bud -'

either re
As insuranc
income is a
the auto

eases
or

be
Ular,such

ince that
t egkmonth
regUlaNfixed

Variable expenses are also of two types; Regular variable expenses-
include food; transportation, .etc.. These occur regularly, but they-
arevariable as'the'amount you spend for them can be controlled to a. certain
'extent.. The other type .of variable, expenses areQobassional:variable,gx

These expenses include clothing,.entertainment,"furtishings, medical
costs, :and manrothera. These expenses'ado'notoccur on a.regulAr.bAsiioand
'might Also inCldde funds .Olanted fpr vacations,- Christmas gifts, and large
:'Purchases of-clothingforback-to-schopfjmeds.-The Amounts spent in .

many*of'these categories-might be'drastically_cut or eliminated entirely'
depending on the,family's situation.

categorizing exObnses may be easy.forthefamilyo:bUt the:;difficult.7
Part of budgeting,cometh when they attempt to estimate-how much they will
want to spend:in each-of these Categories.- The fixed expenses araset, so

r-
a
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at part is'already :done for 3;ou. Rut , 'how-wil] you estimate the amount
A 0 .

ur family spends or should sperid-on food, on enteriainment?.'We,have
Already noted that the best Way to do this is to referto'previous records,
Cheek stubs, and bills, gpd tp keep anaccurate record of all.cmoney spent.
far a.certain Aeriodof time. This should giY6. you,affairlY good-esti-
mate of what you will likely spend during this budgeting period: 9ne
point to remember is that what ypu have spent for. certain items in the

i
ast is not necessarily a good indication of what you should be spending,
ut Only'a guideline for setting up the initial b .

A

)
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The Budget Worksheet. The most important thing .to remember 1,11 de-.

yising a -budget worksheet is that it should be made to suit thg needs of.tfiat,'
particular family The number and types of catekoties will vaTrwith 4the
family's lifestyle. Thejormatthat is mostconvenient for record-keeping
will alSo vary with pereonalpreference and need. Tt is highly' unlikely that
anytwO Iamilles'Will-de-iafer:exaetly the same WOrksheet. Textbooks andr.
other pUblicationiprovide many variations, of formsfor budgeting. Repsrate
budgeting fo.L4e, often called family financial recordi, are available at
stationary, 'office supply, and aepartment stores. These Are often quite,,
complicated and `require you t..s. be somewhat of an "accountant " 'to make the., ',,

, proper entries. t.. All .of these detiCes are helpful, ...but ittis our recommendatIon
that they helused only as guidelines for setting up, your own records. Al-
though budgeting taken time and,CarefUl-:planning, it should be convenient
and helpful rather than a dreaded task./ Devising the worksheet thatheet
suits your oWn spending patterns, and time-schedule. is the key to
easy budgeting.

A
.

. .Note that we halle been considering the budget on a monthS1y basis.
Families that are in serious financial trouble or for some reason:I/need ,

more detailed records of spending may.plin the budget on a weekly basis.
The example Of a monthly budget provided in Figure 5 is what we consider .

'to be a'simple-worksheet-with aJairlycomprehensive list. of expenditures
encountered 'by the average family. Again, wecaution trying to fit Your
own. individualized budget into/a rigid form. The figures enterea..into
this budget are-hypothetical/Snd based on-the average, for afamily of
foue.persOns in 1976.. Pric& eand,incomes change .so: rapidly that these
figures are of little values. other than as an example. They are:by
means an indication'of whitpoU:should he spending.' j.SiMilar:figutesor
p Ce:current-year can be found by the onsumer Expenditure

----7§UfVey.published by-the U.S. BUreau of Labor Statistics and /or other sources.
A blank copy of this worksheet is, provided in the Appendix..

Evaluating the Budget. The hypothetitaljamily in Figure 5 has
--balanced their. income with their planned hudget.and accurately recorded the
actual amounts spent in each category. The final step of evaluating the -

bUdgel remains. The last column on the budget workE;heet is to record -the
difference between the planned spending and the, actual 46ndine. -'114
shows'the family where they have underestimated and 'overestimated theMselves:

4
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They may find that the budget still the amounts in the in-/
dividnal categories need to be reallocated in order too better fit their
lifestyle. Other possibilities might be: that they m v 'find that a new
category for spending must be added to the worksheet )r that some of the'
categories can be deleted.':A look at the budget results May also in-
dicate that the iamil is overspending in one particular item or that ,thy
ars.overspending pi general. If .this is the case, they may need to either
change some.ottheir habits or seek sourcesof additional income.

Evaluation of the Total Financial Plan

r,f We have explained above some of the considerations given in
evaluating.the monthly budget-. A similar evaluation of t'he total fin-
ancial plan should be made annually. ?Begin...this annual evaluation.at.the
same point you started planning-- net. worth. Refer to Section II for the
prOcedure to follaCand.redetermine thef4Mily'sJlet Worth. This'new
figure nan'he compared to last year's to give a general ideivof.whether,
the financial plaw:has been successful:in increasing the monetary 07
sources of the family 14oilce where the Changes_in assetaan&liabilities
have occured. Is yoUr savings larger,ths Yedi? Have debtsImen de-
creased ?' (14eStions 131;0 es. these will allow. you to see in what direction
YoUr finanCial_planning isgoing.'. ,

Next,.look. at the overall plan in terms of.each monthly budgeting
period during that year. Figure ,6 provides a form to'transfer the. Planned
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and-actual spending for each monthonto a year-lone chart. The family
should enter subtotals for each major expenditure category into the
appropriate space on the yearly budget worksheet. At the end of the year
this record should be viewed in terms of the family's-goals. With this
total picture you can,best see where the family's needs and' goals are not-
being met and make notations of adjustments that should be made in future
planning,..

Due.ng this-process of noting if the family's goals havexbeen mat,
it is importantfor the family to reassess their goals. If the goals have
not been successfully acheived, maybe they were unrealistic to begin with.
It is slso possible that some,4values or aspects of thelsmily's life-.
style have changed in, the course of the year, making certain goals no.
longer importantto the family. New goali'May need to be listed in order
for the overall.plari to remain adequate.

Throughout our discussion of financial planning we'have emphasized
that,everything must be planned to suit the individual family. By the
same token, the ways in which,the-family wilkchoose to adjust their plans
will also be very indiVidualistic. Cutting back on spending, shifting
goals, utilizing more human resources; and other measures all depend upon
the'lifestyle of the individual family and the efforts they are willing
to. make. Thus, financial planning requirei you_to better'know yourself and
your family. It demands analysis and. awareness.,

4 J
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SECTION IV: HANDLING FINANCIAL PROBLEMS

MAJOR OBJECTIVE: To identify causes and ways to alleviate frequently
occurring financial problems.

SPECIFIC OBJECTIVES: To identify several frequently occurring financial
problems.

To list typical causes of financial problems.

To utilize several formulas for calculating when
yoU are over-extended.

To identify.meaini es that can be taken to.alleviate
over- extension.

°:
is list sources of assistance and counseling for

over- indebtedness.

To examine bankruptcy procedures and their use in
solving financial problems.

'LEARNER COMPETENCIES: List several types of frequently occurring financial
problems. and cite possible causes for these.
problems.

Demonstrate by using one or more formglas, how a
family can determine if they are financially
over- extended.

Cite several adjustments a family can make to alleviate
.over - extension of debt. .

. .

List three soureethat.can provide help in getting
out of debt.' : .

Distinguish between the two types f bankruptcy that
may be-filed to relieve indebte ness.

CONCEPTUAL OUTLINE

Reminder: This is a conceptual outline in which both. e major and minor
ideas are ptesented. The accompanying "SuppreMental Narrative" further
explains the. concepts and gives an idea of how the material might be
.presented to an audience. For additional information on the topic; review
one or more of, the specifit'teferences noted on pages 69771..

44



IV. Handling Financial ProbleMS

A. -Frequently-oacurring.finandial problems
Loss of income

St

,B.

C.

2. Over - extension of income,
'3. tO:Obtain.credit
4. Lest of cre'dit '.-
5. Use Of Savings for current expenses
Typical causes of finanCial problema
1. Inflation

_2, UnemployMent or employment. instability
3. Mismanagement oUMoney
4. Miiuse of. credit
5. Overus7of credit cards
6. .Extensive:uieof implute buying
/. 8mergencOmediCal expensea
8. .Large irregular expenses
9. 'Other tinaxPetted expenses.',

Knowing when you are over-extended
1. Potmulai for determining over-extension

; .

a. The "20% rule"
)3. _Percentage of income method
O. "Rule of ThUmb" approach. '

d. Bymere-method'
D. Knowingshow togetout ofjdebt

1. BUdgeting for alleviating over -- extension.
a. Reduce ex0enditures in specific categories'

' 17.-Htigtter control-of discretionary spending
2. Call creditors
3.: .EeSlAnk,' credit union, or'Consumer finance company
4.. Crndit:or:debtcounseling --

Credit Counseling,..Centers, Inc. accredited member
Family'- ervice agency.. .

c. Otherfinancial counseling services
d. See,a.egal Ai&Society .

5. BankruptCy .

a._LChapterXI.of Federal BankruptCy. Act,
b.. Chapter XTII.of Federal Bankruptcy Act

SUPPLEMENEKL, NARRATIVE

Although financial p1Snning.ahOUld.bejoOked at as preventive
measure, many people begin to consider budgeting or any form of planning
only after they are already in serious. financial trouble. Financial
planning can terve as part of.he remedy, but before any Permanent
solution can be found, the specifiC'problei(s) and causes) bust be
identified. OnceAnown, one canaeekoutiheprdper. assistance.

45
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Financial Problems and Their Causes

. ,

.

_:t.. Financial problems are of a wide variety but center on or resultLin_
either the lois of intome'or'theover-extension of income: .Many financial &

problems come from mismanageient of money and:Oredit,: but there are other
outSiae-Causes as weIL.... We should examinethaSe,prohlems and causes in_ _ , ..

greater detail.,
, .

.

. .

Loss of Income. Loss of income ,is a financial problem that some-'
, .

happens. to families:by no fault of their own. Unemployment,
-
result-.

ing fromillness, disabilitYii change in economic conditions,:seasOnal,Work,
and-other reasons isYthe:MOSt-cOMmonCause.of lossof income. Since this.
problem is out of-the family's control, the majOr impliCaflon'hereis that
planning for and:hal:Ting an:emergency:fund of cash reserves can help:alle7
viatethis problem if it should occur.,

43

. .

0ver-extension of Income. This Widespread problem can have a variety
of causes. Fanilies who do not have a-planned, balanced budget can easily
spend more money this they are making; 'Families who do budget may encounter
medical emergencies or other unexpected expenses that 'require them to extend
themselves. over the planned budget.. such cases the emergency fund in the
budget is eventually used up and the savings account is also dipped into.
When the family uses their planned savings lor current expenses, their goals
are ,not met and-they have depleted their. savings.

_

Beyond unexpected expense-6, an0JOr cause of over- extension of in-
,HcoMeia the misuse of credit. This can happen in .a numberofway. One
common pitfall is theaccpmulation'of an overload of inatallment,debt. An-.
0010rA*ObleM is the:Overuee.OfCredit OatOsBoth....Of these adtional can
lead 'the .family intodaO&F.OtWindebtednetia.- Their credit tating:440ioWn-:..
10444,:40&:then.th0MaY fAce,:be7Troblem-Of:nOt.-being able, to, obtain Cre!-.
Ait.atall.H'Thia'greatly spending PoWer. .

Other miamanageMent problemS plagUethe-over-extended'faMily, too.
iImpulse ie Cite pradtice that,:when used extensively, can create
financial. difficulty for the'. aMilY. Planning thebUdget:AroUndthejam--
iiYea goals and working towards these can:help redUce this prOblem:1001t,.
tionally,whenlarge irregular expenses such astexes,' iniurance,,:ana:tni
tion:AtitOt budgeted for they can alao.caUse the family to use up their
aaVings;:or-go into debtto pay for them. In Section. II a-pl.an is given to
Create a reserve fund in anticipation-of these,expenses. This can be-4..
.problem- solving 'device too.

(-- Debt Limits for a Family

We have viewed over-extension as a major financial problem'Offami-4
lAe4.04 examined a few ofjts Causes. The question may arise of "How much
4elittatooaluch?" ManiaUthorihaveteuggested fcriulas for' determining_

oVer-extensiOm What ire some of these? i-- ,

.

.
.

: i',: .2
. .

. . .
.

One of the simpliest rules of. debt limit is tha'20%Rule. This
means that a family should not-owe-more-than 20 percent of their yearly

46
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income after taxes. This amount of debt does not include the home mortgage.
For example, if a family has a disposable income of $800 a month or'$9,600
a year, then their debt limit should be about $2,000'.

Other debt guidelines for percentages of incomes hdve been suggestec=
by other authors. Figure 7 shows some percentages as noted by Lang and.
Gillespie (1977).

01,

Figure 7

GENERAL DEBT GUIDELINES: PAYMENTS AS A PERCENTAGE OF DISPOSABLE INC0MC.

PERCENT CURRENT DEBT LOAD ADDITICNAL CREDIT USAGE

15 OR LESS

15. TO

20 To 30

30 OR KRE

SAFELY WITHIN LIMITS

FULLY thump WITH
?RESENT CREDIT

OVEREXTENDED ON CREDIT,
CORRECTIVE ACTION
RECOMMENDED

SERIOUSLY OVEREXTENDED/
DRASTIC CORRECTIVE QUESTION
ACTION IS IMPERATIVE

NEW CREDIT COULD BE UNDERTAKEN

FURTHER USE IS POSSIBLE, BUT
CARE. IS REQUIRED

ANY FURTHER 1:1SEIS-ILL7ADVISED.

FURTHER USE IS OUT OE THE

_AnOther formula has been-called the "Rule of Thumb
Oideline says that "dead-horse debt" .(that is; an:credit
,except those for automobiles and home mortgage) should not
take-hoMe'pay: This is a very limiting guideline thatmay
some families. (Mittta, 1977)

Approach." This
accounts and loans
exceed one monthLs
be the:safest for

ProfessorGWen Zymers of Cornell University has formulated a method
of examining debt limits.. isadipted, use the following steps: 11) Deter-,',
mining how much cash you have available to meet:emergencies. this amount is
your. liquid assets -anclfor debt=settinvpurpoies should be more than $sop,
(2) Deteriining how long-you are committed .to your presentinstailMent debt.' :
Multiply the totalm64hly payments by 12 and divide this amount by the.-
tetalAebt. If the answer ieless than one, then you catlijay off yoUr,present,
debts in less than a year (3) Determining howmuch of..our annual. income is
Committed to installment debt payments Divide-the annual debt payment total
by your yearly income. after taxes. A safeanswet is less than 20%. According
to Bymits,:three unsatisfactory answers to these questions 'indicates financial- h
vulnerability,- Two undeeirable answers indicates that Ole family sey:inn 4ntO
dirt/01l 1os in sooting its inatoilsont debt. On negative ansimm.ssy nail*
of serious concern, and thrieenewers that are satisfactory indicates thatthe''
family can manage ita40StAllMent-debt withotit-greatdifficulry,

.4,.'"*.

These formulas tire for your consideratiOn and.are Only-guidelines, hot
bard and fast rules, Theatily needs:to coneider'other:factors such as lob
Stabilityithe overall economic conditions, and other individual situation
in setting their owndebtAAmits.

4!.y
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When the family finds itself leaning towards :over-extension, thencareful budgeting may be an answer. Analysis of the budget will show where
expenses might be reduced for specific items and where discretionary spending
might be curbed. If, after budgeting, the family realizes that they arein serious finarfcial "trotible, then other measures must be taken.

The :first. logical. step in eeeking help with over-indebtedness is tocall the creditors. . Many creditorECwill make arrangements to prorate
payment's SO that the debtor can pay what he can afford to each credltor
and not fall -behind' in Paying any particular debt. In effect, thecreditor(s) agrees to accept less than the proper amount and thus "stretchout" the payments by lowering the amount, of each payment. Another approach.

is to ask each creditor to permit you to 'skip one payment, if that will
help the .situation, and finally,make;thet_payment,at the end... Still anotherapproach obtained in order 'to combine 'several smaller debts, into one 'largedebt with only one monthly payment.: The .total Payment is always smaller'than the amount of all the, others, in part, becautte the debt is paid back. -over a longer: period Of time. Keep in mind, however, that the total dollarcost of credit rise i; since more time is taken to pay back the debts. kcredit union or bank is a good source from which to seek this help as theyhave the advantage of lower interest rates. A consumer finance companyalso provides such loans, but at "higher interest rates'.

. Financial Counseling:: :If indepth* financial counseling is needed' tohelp the change its planning and spending :patterns; many. services
,.are available to :tfiemt.,,, The traditional source of financial counseling has'been .thefaisily'Minister: This may be helpful, but sUth.PersOne.,Are 'rarelytrained in the area of financial .counseling., Fortunately, there are

SPepialista.Who are trained specifically in financial counseling. The ',:.
1.. Family Service Association andalthe0Orienmer.,, Credit colitis eling: Services are.two agepeies, that have 'offices nerosir the.. country, They are non-profit ".,:organitatibna."..,-Thera'are also many private debt cOnnseliog' jagenoies.1, to :.help

: pet'boUe: get out of . debt,, but beware of "hidden charges" if it' is a ,profit-.Making...-orgenization. Finally, there are legal aid societies and other
social-setVices to aid families with, financial difficulties.-2 The importantthing is to realize when you need 'help and ask for it_before matters become

(even Woree'.

Bankruptcy. If all', of the _options mentioned above fail, thenbankruptcy ay be the only toujcae 'left to take:. There are.tute types of
bankruptcy that a.famLLy. may ,.The. first', is ,,voluntary bankruptcy as ,outlined in Chapter XI of the Federal Bankruptcy Act. This is straight
bankruptcy 6. which certain .assets Of.. the :family are liquidated in .Order .to pay o Creditors. The family is allowed to' keep such necessities as
the homE automobile, clothing, and .Other jiOusehOld'goOdsi.,:To. file ,bank-
rup.tcy under Chapter .Xi, a fee of .$504.100 is Charged.. This results in a '1"clean slate" fer,,the'debtOr and the opportunity for a fresh :art. .Once. \,

. this : type, of 'bankruptcy has been declate4''1,t,-;Canriot be declared :again forsix yeàrá. This means that the fisaiy,4i11:'_:.haVe, to carefully manage their
.finances for this period, thus they are not 'necessarily seen as a' "bad risk"
by creditors and have a chance, to rebu4.14,- their financial status.. Allrecords of this type of bankruptcy. are removed from the individual's credit 4file after fourteen years 4

A (1



4 The second type `'of bankruptcy is referred to as Chapter XIII or
the Wage Earner Plan of the Federal Bankruptcy Act. This plan is available
to .any person whose income'is from wages; salatWOr commissions.' To file
this type of bankruptcy, the debtor petitions. the court of his desirefor
an extension of time in which to pay his debts. The debtor must submit
a plan-as to how he will pay the debts. The court then appoints a .super
,visor to. counsel the debtor.and help with the arrangements for paying the
debts, such as'determIxing the percentage Ofincpme that will be used for
living expenses, and the amount that will be deducted from his wages to.pay
off his debts. Through this prodedure the failly is not subjected to the
social stigma of one going through a straight bankruptcy; but.they are still
obligated to old debts. Of 'great value.under bankruptcy procegdings is'that .once the petitiOn is filed creditors are prohibited_from.fiariassing
the consumer /debtor and trying, to spllect the entire debt. .Thns, the '
family is protected.under the bankruptcy

7.. It is'np to the family, with the advice of an-expet; to decide
which type of bankruptcy, if either, would be the best for their situation.
Legal advice from a private attorney or a legal aid society can help with
thia.decision and with the prbcedutes that follow. Remember; this is the
last resort. Hopefully,.carefuL financial planning has kep t the family
from coming to this point, and instead, permitted the family"to successfully
achieve their financial objectives.

4 9
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Leadernecture-04ented Piesentation,
(50 .Minute Overview)

To the deader: The fpAlowing lesson".plan is a suggested "approach for a
50-minute presentation covering the highlights of the entire_ financial
Filanning module. The,first holumn "Section of MOdule,': indiclteS the
part of the module to be covered. The "Time" column, suggests how 'many,
minutes could be spenvon that .parttcular_section in, order, to cover all
of the 'material in 50`'sd.ntites. The 'Preparation" column 'recouimends pro,
ceckires to, help you prepare for the presentation of,the material. The
"iictiVity" column tells your what you should do with or for the group'.
It is, :important to' remember that it will be very difficult to.' cover ;11-
of material in lust' 50'minutes. 'for this reason, be sspecially
careful not to exceetrhe time limit suggestions in Ole "Time" column
unless you take' equal time away from another part. Otherwise, you will
not accomplish all of the goals for the session. ,

Seotion
of <, Time

Mdile (Min .(Mn.)

Read the purpose of
'the. module. on Rage 3
and the introduction

S

Preparation Activity

.%

e

Y

on page 6.

Briefly introduce yourself
and state:

"Would -ytr.a_bettrar-a-
, family 'with an annual

aisle of $21,000;_coUld..not,
make ends meet? '.:,ItiegM.Fdless

'''of the size .to)f--,the
many faiailiest'dO have this
problem. In the Case,,of
the justmentl.Oned,
the husband hid-1:3-66n
ing a -good salary. for sev-
eral years,4uts part of the
problem was that the family
could not stop spending.'
Both he and his wife were
equally careless:. No real
plans were ever made for
spendintr,1 for- 'savings, or
for future goals. Simply
put, there were no, plans at
all, since Sheir. indebted-
ness amounted to Over' $36,000
with assete,iMOunting.to only
$4,500, thliS.family eventually
ended up filing for bankruptcy.
This case illustratea,that,
rich or poor, all families
have a need for some sort of
financial planning. We will
be .examining the purposes of
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Section
of' Time.

Module

I. Tur-
> .poses of

Tinancial'
Planning

3 Review the ohjec-
'tives, conceptual
outline," and.

supplemental
narrative 'for
Section I on,
pages 16-18.

III Making 9
. Review the obJec.i.

A,Pinancial tives for Section II
Master Plan', on,page 20. Examine

carefully the con-
ceptual outline,and
supplemental narra-
tiveon pages 20,-29..
Pay close.attention ,

to the,tables and
forms provided
(Fignres.1-4). Be
sure you fully under-
stand these. The
transparency masters
'provided on pages 77 -81
correspond to these
figures. If you
.decide, to use trans-
parenCies, you may

`want to write,the
same numbers in on
the blank masters as

.those shoWn_on the
figures. _in the supple-,

-mental narrative, or .

Make up amounts of
.

Lyour own that are
suitable, to the typi- ,

6 cal income leVels of
. your:auBience. It
would elk: be helpful
to the learners if

ActiVity

financiall'planning,,how a

financial master plan can
be made anA implemented,
and how this will help.you
in.handling common finanr
cial Problems."

State: "We
,by some

btgin

purposes behind and'assum0-
tions about financial plan-
ning. ". Then state .(ieaci,i;.'

.list on Chalkboard, flip=
chart, etc.):46.reralof these
purposes and assumptions as .
liSted in the conceptual out-
line : on

Explain the steps'lnvolved
in making the financial
Plan'as listed.in the cen-
ceptual outline.: Begin'
with determining family,
resources, Include; (I).
current networthi* (Trans-,.

parencY *Iister 3 may be
shown or blank forms dis-
tributedto help explain
this Concept.); (2) esti-
mating projected' income and
determining disppsable !in-
come.* . (Transparency' MON-
ter%4.0r distributed blanks.
may be used.); aa(3) other
resources,

State that the next step in
making the plan, is,p±olecting
expenses. Mention (1) .the!
difference between-fiXed and.
variable expenseS, (2)- deter-

Mining goals. (list the. three
'types and:give exaMples.of.
each)_, and (3) determining
spending patterns.

Mention that the time:length.
of the'plan is up to the. indi-
vidual. Point out that savings
is given first'Consideration

49



Section

Module
Time
Min.) Pre arat on

50'

Activit

it

III. Imple-,
menting the
Financial
Master Plan

4t%

- they were giv
copies XY these
blank forms'for
their own use.

Review the objec-.
tive, conceptual

-outline,.and
supplemental
narrative for-
Section III on
pages 31-39.

Decide if you will
use TranSparency
Master 8 on page 83
for this discussion
,or if you will write
the inforAation on
a chalkboard, Use, a.

L

flipchart, or simply
. state the filforma-

Examine,FigureS5
(page 36) and 6
(page 39) and theik
explanations in the
supplemental tarra-
dye"". Note the
corresponding blank
forms in the appendix

in the written plan and
describe, the hypothetital
savings plan example as -
given-in the supplemental
narrative.* (Transparency
Master 5 may be Used.)'
State that afteramounts
''for savings have been'

en th'e

be .incor

plan.
tion to.

,determined,
expenses ShOu
porated into t h
Give special att
largerregulk (revolving)
expenses as they area
frequent problem.* ,(Trans -.

"..Parency.Master 6 can be-
used to illustrate how
these can be managed. The
example in the supplemental
narrative on. page 29 gill .

State: "Once the financial
master plan has been made,
the budget serves, as a

short-term'tool to be used
in implementing .the total

financial'plans." Comment
that the budget should
suit the individual needs ,

of the family.

List-'the steps in the budgeting
Process.* (Transparency Mas-
ter 8 maybe used or this
information may be written
on a chalkboard, flipchart,
or simply stated.), Give a
brief explanation of each
step (consult the supplemental
narrative for help in doing
this)..

State that it is important for
the family to develop a,budgets"
worksheet that suits their own
needs. Use Figure (Trans-
parency Master 9) as an example
of one family's budget. Explain
how the worksheet was,used.,
State that each monthly budget



Section
'of

Module
TiMe

Imin.) .Preparatiano

(T.O:Isparency
.

..--Masters 9. and 10, ,

Pages 04 and.86).
If you decide to
use transparenc
you may wan o .

wr te-' he numbers
_------We have given in.

as examples ;or
make up your own
amounts. Again,
-we:suggest that
the addienCe"be
given copies' of
the blank forms.

IV. Hand- 4 'Review the objec-
ling Finan- tives, conceptual
cial Prob- outline, and
lems supplemental

narrative for
Section IV on

0 pages 41 -46. Be
familiar with the
formulas fordeter-
miaiig overexten-
sion arid. the in- .

formation on bank-
'. rUptcy:

6

p.

_Adtivity

must be eyatuated ,and adjust-
ments.iade:to better suit the
needs. of the family,. Then
show haw FigUre 6 (Transparency
Master 10),Fdri be used to keep-
records of each monthly budget
to help in the evaluation of'.
the total plan. Briefly dis-
cuss the:importanceof the
.anrival.evaluation and adjust7
merit of the financial master
plan.

State: "Although ninancial
planning should be a preven-
tive measure,- many people
begin to consider any form
of planning only after they
ardi already in serious finan-
ia trouble. Financial plan-'

nini can'serve as part of the
remedy, but before ani per-
manent solution-can be found,
the specific problems and
causes-aust be identified.
Once known, one can seek ,out
the proper assistance. Usually
these problems (enter' on or
result_ in either the loss of
income or over-extension of
income." Mention several
specific t.pes'of financial
problems and their causes.

.State that to avoid over -
extension the faMily must
know its debt limits.
Select one of the formulas
given and explainor illus-
trate its use. List several
alternatives tha 'the family
can-choose'from' f they_ do
become financ llyOver-
-ixvanded, a listed in the
cor,:,=12ptual outline. Con-
clz.de that bafikruptcy is
r a last resort ancLpoint
-Put the differences' between

two types of bankruntcv.
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Section
of Time

Module (Min.) Preparation Activity

Conclusion 1 End the session on a positive
note by.reminding"the learners
that careful financial plin-
ning in the first place will
lead to the successful accom-
plishment of the family's
goals. p

3 Ask the audience fOr,questions
or Comments concerning ,the
topics covered..

If desired, arrange for a
f011ow-u0 session. with a
guest speaker such as a'
local banker, lawyer, or
financial .counselor.



R. Discussion - Oriented Presentation
(50 Minute Overview)

To the leader: This is a structured discussion approach.for a 50-minute
session covering the highlights of the entire financial planning module.
The first column, "Section of Modu1e", indicates the part of the moduleto
be covered. The "Time" column suggests how many minutes could be spent on
that particular section in order to cover all of the material in just 50
minutes. The 'Preparation" column recommends procedures to help you pre-
pare for the presentation. The "Activity ",column, suggests how you might
lead a discussion on each topic. It is important to remember that it
will be very difficult to cover all of this material in just 50 minutes.
For this reason, he especially careful not to exceed-the time limit
suggestion in the "Time" column (unless you take equivalent time away
from another part). Otherwise, you. will not be able to accomplish all
of the goals for the session;

Section
of

Module
Time

-(Min.) Preparation Activity

Intto-
duction

4 kead the purpose of
the module on page
3 and the introduc-
tion on page 6.

50

53

Briefly introduce yourself and
state: "Would you believe that
a family with an annual income
of. $21,000 could not make ends
meet? Regardless of the size of
the income, many families do have
this 'problem. In the case just
mentioned, the husband had been
earning a good salary for several
years, but part of the problem
was,that the family could not
stop spending. Both he and his
wife were equally careless. No
real plans were ever made for
spending, savings or for future
goals. Simply put, there were
no plans at all. Since their in-
debtedoess amounted to over
$36,000 with assets amounting to
only $4,500, this family event-
ually ended up filing for bank-
ruptcy. Does this sound like'a
familiar case to you?" (Allow
time for brief comments.)
"We will be diecussing the pur-
poses of financial planning,
how to make and implement a
financial master plan, and hots

to handle common financial
problems."



Section of Time
ModUle (Min.) Preparation Activity
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I

Purposes
of Finan-
cial
Planning

II

Making a
Financial
Master
Plan

'III
Implement -
'ing the

Financial
Master.

'Plan

4 R view the objectives,
c nceptual outline,
nd supplemental

narrative for Section
I on pages 16-18.
Refer to the leader
Activities for this
section on page 59
and decide which of
the reaction ques-
tiond you will use
to elicit response
from the group.

10 Review the objectives
for Section II on
page 20. Rea8 care-
fully the conceptual'
outline and supple-
mental narrative on
pages'20-29. Refer
to the Leader Acti-
vities for this
section on page 60
and decide which of
the questions you
will ask to elicit
response from the
group.

8 Review the objectives,
conceptual outline,
and supplemental
narrative for Section
III on pages 31 -39.
Refer to the Leader
ACtivities for this
section on page 63
and decide which of
the questions you
will ask to stimu-
late response from
the group. Al-
though this is a
discussion-based

Use one or more of the questions
on' page 59 to stimulate discussion
on the purposes of financial
planning. From this discussion;
draw out several of the purposes
and assumptions given in the con-
ceptual outline.

Ask the learners some or all of
the questions on page 60 to
arrive at the steps and factors
involved, in,making'a financial
master-plan. Make sure that the
following concepts are brought
out through this discussion:
(1) net worth, (2) estimating
projected income and determining
disposable income, (3) distin-.
guishing between fixed and
variable'expenses, (4) setting
the family's goals05) deter-
mining spending patterns, (6)
the importance of planned savings,
and (7) how to handle large
irregular (revolving) expenses.
If they are not,-briefly explain
the role clfsech of each '`Of these
in making-the financial plan.

Through .the discussion questions,
make the point that the budget is
a short-term tool to be Used'in
implementing total financial
plans. Make Sure that eachof
the steps.in the budgeting process
are AmttiOned If possible, give
the learners copies of the' monthly
and annual budget worksheets and
discuss their use.



Section of Time
Module (Min.) Preparation

III
(Cont'd)

IV

Handling
Financial
Problems

approach, it would
be helpful to-the
learners if he'y

were given copies
of the blank finan-
cial record forms.

.5

Activity

55

_Ask the audience to comment on
.'how they would evaluate the
total financial plan. ,All of
the'points under that tonic in
the outline on pages-32-33.should
be included in the dismission.

6 'Review the objectives,
conceptual outline,
and supplemental
narrative for Section
IV o ages 41746.

Leader
Adti ities for this
section' on page 65
and decide which of
the questions .you
will ask to elicit
response from the
group.

4

5

Ask the learners the questions
on handling financial problems.
From their answers identify
several financial problems and
their causes. The problems
will probably fall under the
categories. of loss of income
and over - extension of income.

Ask the audience, "How much debt'
is it safe for a faMily to ac-
cumulate ?" Direct their answers
towards the'use of one of the
formulas for determining debt'
limits explained. in the supple-.

mental narrative.

Ask for discussion on "How does
a family get out of debt?" Make
sure that all of-the points under

section IV.p.(Page 42)' of the
conceptual outline. are covered.



56

Section of Time
Module (Min.) Preparatiion Activity

Conclusion 4 Ask if there are any.additional
questions or comments about
financial planning.

If interest is indicated, you may
Want to arrange a follow-up
session with a guest speaker or
pahel discussion made up of local'
bankers, lawyers, financial-coun-,
gelors, etc.
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SESSION ONE PRESENTATION

THE PURPOSES OF FINANCIAL PLANNINGdAND MAKING A FINANCIAL MASTER PLAN

The following plan is asuggested approach for a 50-mlnutepresentation
covering the first two components of the financial planning module.

'The first column, "Sectibn of Module" indicates the part of the module
ti be covered.

The "Type of Activity" column tells whether the activity is Recommended,
-Suggested, or Optional. Reinember to concentrate first on the Recommended(R)
activities and iftime: permits, next on theSuggested(S).activities, and
finally on the Optional(0) activities.

: .

The "Time" coluMn suggests hoW many minutes might be spent on that par-_.
ticular activity in order to cover all of the.material:in 50 minutes. It
is important to 'remember that it may be very difficult to coverall of this
material in just 50 minute's. For this reason, be especially careful not
to exceed the time liMit suggestions in the "Time"'column unless you take.
equal time away from another part.

The "Activity"' column suggests activities for meeting the. bjectives.
Often anctiVity says "list ", "state", Or "define" for example. -The

. actual approach to be used is left for you to decide. If you_. have facilities
for overhead projection, chalkboard, or ehart, these can beLused as
well. You are urged to. use whatever, method you feel is most effectiVe,
convenient, and available.

When an asterisk( *)-appears .at the end of an-activity, it indicates
-that a transparency master for that Orticular activity is in the Appendix.
Before you proceed, be sure that you are'faMiliar with the. objectives for
.each component* the material'in the conceptual outlineand sUppleMental
parrativeloveaCh component, and have decided how you will accomplish each
activity.
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Intro-
dnction

Read the purpose of
the module on page
3 -and the intro-
duction on page 6.

Briefly introduce.yourself and state:
"Would you believe that' a.family A.

with an annual income of $21,000 could
not make ends meet? Regardless of the
size of the income, many families do
have this problem. In the case of.the
family just, mentioned, the husband had
been earning a good salary for several
years, but part of.the problem was that
the family could not stop spending.,:.`
Both he and his wife were equally care-
less. No real plans were ever made.for
Spending, for savings, or for future
goali. Simply put, there were no plans
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at all. Since their indebtedness
amptunted to over $36,000 with as-
sets amounting to only $4,500, this
family eventually ended up filing
for bankruptcy. This case illu-
strates that, rich or poor, all
families have a need for some sort
of financial planning. -In this
session we will be examining the
purposes of financial planning-and
how a financial master plan can be
made.

R 5 Review the objec- (oral pre-test)

R`../ 3

tives for Section
I on page. 16.

Transparency Master
1 of .objectives can
bd shbwn as back-
ground-during the
pre-test discussion.

Be 'familiar with
the conceptual
outline and sup-
plemental narra-
tive for section
I:on-pages 16-
1S. . -

2

Ask the group to react to some or
all of the following questions to
stimulate thought and to check the
amount of understanding the learners
have about. tfiis'topic.* (Trans-
parency Master 1,' page-75, may be shown.)
(1). "Our family has not had any
financial difficulties for some
time. Why do we need to make ,a
financial .1án?"
(2) "Late* we seem to be'quarieling
with our 4ildren over money matters.
What can,* do to help this situa-
tion?".

(3) "Is fihancial planning reall)C"
worth the xtra time and effort it
takes?"
After rece ving'respohses from the
group, st te this generalization:.
"We can s, that there are, a variety,
44f assumptions and purposes about
financial planning."

State (or list on a chalkboard, flip-
chart, etc.) the, assumptions. and

purposes for financial planning as
listed in the conceptual outline on ..-

pages 16-17. The supplemental nar-
rative for this section will help
you explain these points to the
learners.
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'II
Making a
,Finan-
cial
Master
Plan

R 5 Review the objec-:
tives for Section
IT, -on page 20.

Transparency Master
2 on page 76 may
be shown as back-
ground for this
discussion.

12

Examine carefully
the conceptual
outline ,and. sup--
plemental nar-
rative for Section
II on-pages 20-
29. Pay close
attention to the
tables and forms
provided (Figures
1-4). Be sure
you fully under- :
stand these. The
transparency mas-
ters' provided on
pages 77-81 cor-
respond to these
figures. If you
decide to use
transparencies you
may want to *mite
the same, numbers

, .

(oral pre - test).

-Again ask the. audience to respond
to one, ormore of the following
questions *: (Transparency Master
2 may be shown).
(1) "I have !pried to write down my
financial plans, but I can't seem
to find an organized way of doing
this. What should I do?"
(2) "I've never made a financial
plan before. How will I have any
idea of what I plan to spend?"
(3) "Last yesr I was doing well
with my finances until the month
when my annual auto insurance
premium came due. Then I had to
borrow $300. How can a financial
plan help me,a oid this?"
After receiving spo ses from the
group, state this generalization:
"A written financial master plan

can help avoid many problems. We
need to look at how one goes about
devising such a plan."

Explain the steps involved in making
the financial plan as listed in the
conceptual outline. The supplemental
'narrative will give you an idea of
how the steps iuight be explained and
th% figures, used.

First discuss determining family re-
sources. Include:
(1) current net worth* (Transparency
Master 3 may be shown or blank forms
distributed to help explain this
concept). r(2) estimating projected
Income and determining dispbsable
income*. (Trahsparency Master 4 or
distributed blanks may be used), and
(3) other resources.

State that the next step-in making
the plan is projecting eXpenses.
Mention: (1) the'difference between
fixed and variable expenses,
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(Cont'd) in.on.the blank

Masters as those
shown on the
figures in the
supplemental, liar -

R 3 or make up
amounts of your
own that areIrsuit-
able to..,ths typical

income. levels of
your audience. It
would also be help-
ful to the learners

4 if they were given
copies. of these

blank forms for -

their 'own use.

R 1

-determining goals (list the three
types and give exdmplessof-Sach),.
and (3) deter-Mining Spending. pat -
.terns.-

Briefly discuss the

out
length

.

of the plan. Point ut that Savings
is given first consideration in
the Written.plan.k (Transparency
Master 5say be shown and hypo-
thetical amounts written in). Be
sure 'to mention .the emergency fund.

State that after amounts for savings:
have been determined, then the ek-
penses should be incorporated into
the plan. Give.spgcial attention
to large irregular' (revolving) ex7
pensee as they are a frequent.
problem:.*. (TranSparency Master 6
can be used to illustrate how these
can be managed. The example in the
Supplemental Narrative on page 29
will hell6fou.

Conclude this session by.stating
"When the total written plan has
been devised, a monthly budget is
planned in ordertO implement the
total'fihancial master plan."'.

Ask if there are any questions from
the audience.
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SESSION TWO PRESENTATION

IMPLEMENTING THE FINANCIAL MASTER PLAN AND
HANDLING FINANCIAL PROBLEMS

The following plan is e suggested approach for a 50- minute
presentatton_coverinvthe third and fourth components of the, financial
.planning module.

The first column, "Section of Module" indicates the part'orthe
modulelto be covered.

The "Type of'Activity" column tells whether the activity is
Recommended, Suggested,'or Optional. Remember to concentrate first on
the Recommended.(R) Activities-and if time.permits, next on the Suggested.
(S) activities, and finally on the ,Optional(0) activities.

The "Time column suggests how many minutes might be spent on
that particular activity in order to coverall of the material. in,50
minutes. It is important to remember that it may be verydiffiCult to
cover all Of this material in just 50 minutes. For.thi4 reason, be esp-
ecially careful not to'exceed the time limit suggestions in thes--4i.me"

- .

column unless you take,eo,ual time:aWay Iroi another part.
. The "Activity" column suggests activities for meeting the ob-

jectives. Often an activity says "list":,,"stSte", or "define" for ex-
ample. The actual apprOaoh to be used is left for you to decide. If you
have facilities Or overhead projection, chalkboard, or flip chart, these
can be used as well. You are urged to-use yhatever method you feel is
most effective, convenient, and avildable.

When an asterisk(*) appears at the en& of an activity,-. it indicates
that .a transparency master for that particular activity is in the AppendiX.
Before you proceed, be sure that you are familiar with the objectives for
each component, the.material in the conceptual outlines and supplemental
narrative for each component, and have decided how you will accomplish
each activity.

o
a)o sI0 Z

.1-1 MI
1-$ OPu Z
a)

CO

A,

44 4,P..10 ri
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ta. 4-I
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E-1 d
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Eri

E-1

0
0

.1-1

cd
1.4 .
cd
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1.4

4-1

4-1
1.1

4
Review. S :3 Review the objectives

and competencies for
Section land II on
pages 16 and 20.

62

State:, "In our last session
;

we discussed the purposes
and assumptions of financial
planning-and the considerationa
that must be given in making
A financial master pkan for-,
theJamily., What are "some of
the more-important points to
remember concerning these
toiiics?".(allow time for
brief responses from.the
learners) -e
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R

III

Imple-
menting
the Fi.-..

nancial
Master
Plan

Review the objectives

for Section III 'on
page 31 Transpatency
Master 7 of objectives
can be shown as back -
ground- during the
pre,-teat.disCussion.

66

"In this session,We will discuss
first how the financial plan is
Implemented through budgeting
and then-how to alleviate com-
mon financiAl problems that
families may ha7e."-,

(oral pre-test)
Ask the;;group.to react to some,
or all of,thefollowing ques-
tions to stimulate thought and
to check the amount'of under-
standing the learners haVe-about
this topic.* (Transparency
Master 7, ,page 82, may' be shown.)
(1) Out family has settfinancial
goals for the futurea4d esti-
mated the incomai- savings,
emergency fund, etct that we
expect to maintain. What do
we do now to make surethese
goals are achieved?
(2) Budgeting seems toi,take up
too much of mytImeWbe
worthwhile, and all these 'forms
and worksheets are confusing to
me::'What am I doing wrong?
(3) We made out,a budget for
every mOnthJast yeat but: it
didn't seem to help us get,out
of debt. How do you use a
budget effectively?

After receiving responses from
the group, state this generali-,
zation: "The process of bud-
geting is an essential part of
accomplishing, your financial.
objedtives. It is important
to remember, howeVer, that.the
budget is a short -term tool to-
be used in implementing total
financial. plans."

-0
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III
(Cont'd) R 1 ,Be familiar with. the

conceptual outline
and supplemental

narrative for sec-
tion III on pages
32-39.

PR

R

R

5 Decide if you will -

use Tranaparena-r
Master 8 on page
83 for this discus-
sion or if you .will
write ,the infor-
mation on 'a chalk-
board;. -use a'flip-

chart, or simply
estate the infor-.

Examine figures 5
(page 36 ) and 6
(page 39 ) and their

explanations in the
supplemental nar-
rative. Note the
corresponding blank
forms in the ap-
pendix (Transpaiency
Masters 9 an' (110°

' (pages 84 and 86)
If you ,decide to use
transparencies-you
may want to write'
the same numbers in
on the blank masters
as those shown'ou \
the figures in the
supplemental nar-
rative as examples,
or make up.amnunts '-

of your own that are
suitable to the
typical income leVels
Of. your audience..

. would also be

6"

Explain that the budget is only
One segment of- the total finan,
vial plan, that,it should be a
joint family effort, and should
be devised'to suit the indivi-

'dual needs of the family.

.1-fit the steps in the budgeting
process.*- (Transparency Master
8 maybe used,or this information

manyipbc:al=gpTy%tbecnii
Commentlon,the importance of
each step. (The supplemental
narrative will help you do
this).

_ .

Discuss the deVelopment of the
individual, family's budget work-.
sheet. Streis the.importanCe of
each family designing aworksheet
to suit their own needs. Use
Figura,5* (Transpareacy Master 9)
as ahexample-of one family's
'budget.' Explain how the worksheet'
was used. 'State that each monthly
budget -Pst,be'evaluated.and ad-:

justments made to better suit the
family's needs.

Dibcuss evaluating. the total fin_
ancial plan. Use Figur0* (Trans-
parency Master 10)' to,illuStrate
how each monthly budget.)Muet be
viewed in terms of'ad annual
evaluation. fixplain that re-
determining net worth and reas-
Vessing the'family's goals are
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III
. '

"(Cont'd)

IV

' Handling
Finan-
cial

.

Problems

helpful to the learners'if
they..Were given copies'of
these blank forms for
their own use.

0 3

P
5 ,Review the objectives,

conceptual outline, 'and
supplemental,narrative
for Section IV on pages
41 thru 46, Transparency
Master'll On page,8h may.
be shown as .background
for this discussion.

---p

qls

also important in evaluating
the financial status and plans.

Ask if the4 are any questions.
on the topics just covered:-

(Oral pre-test) ,

Again ask ,the audience to re-
spond to one or more of the

. following questions*: (Trans-
parencyMaster' 11 may be shown).
(1) Almost one thiid of my month-
lyspaycheckgoes"towards par '4
ing'-fftstallment debts:,, Have.

I over4xtended my credit?'
(see page 42i IV.'C. 10
(2). There's noway .PDssible-
for me to mak&all the credit
,payments that are due this
month. 1What-Can't do?

f

(see page 42, IV. D. 2.,3.,4.)
(3), Bankruptcy seemsto.bethe
only alternative 1.haVe left
What are-the real.. consequences

'of. taking this step. (page 42,
IV. D. 5.)
After receifringresponses:from
thegroup, state this gener41-
ization: "Although financial
planning should be looked at as
a preventive measure, many
people,beg;11 to consider bud
geting or anyformof planning'
only after theyrare already 1.111
serious.finincial tiouble. Fin-
ancial planning can serve as
.part. of the remedy, but

any.peritanent solution can be
found, the specific problems
and catisesmust be identified.
Onde known, one can seek out
the proper assistance.
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11

(Coned)
3. Be aure'you'are familar

with the section of sup -
plemental narrative on
page 43 heade'd."Financial
Problems and Their Causes.''

. 4 Read carefully the see-
tion of, supplemental
narrative on pages 43--
44 headed ".Debt Limits
for a Family".; Make
sure ,you fu11Y under-
stand the foUr

.ulas'for.determining
debt limits.'

State that financial pro-
blems center on or result in
either the loss of income or
overextension of income. Men-!

tion several specific types, of
financial problemtEvand their
causes. The supplemental
narrative on page 43 will
give you suggestions for Adang
'this.

Discuss the topic of debt
liMits for .:a family. Select
at ~least one formula for, det-
brmining debt limits and explain
this to the learners. If a .

chalkboard or flipchart is
available you may want, to ill-,
ustrate the use of the formula.

R 5 List .the alternativep afamily
can choose from. to alleViate.
financial OvereXtenbion. Be-
gin with use of d,tight bud-
get, mention contacting the
creditorS,,abank, finance
company, etc.,'or some type
Of.financial, counselor. -Con-
clude that bnakruptcy. is the
last resort-to - handling fin
ancial problems and.point
out the,difference between,.
a Cliapter XI and a Chapter
XIII-bankruptcy.. .End the::
discussion on a positive'hote
by reminding-:the learners
that carefUl fipanciEd
ning in the first place will
lead th,the successful ac-
complishment of the family's
goals.

Review the'aection of
supplemental narrative
headed "How to Get Out
of Debt".(pages..4.5t746).'

Be sure lou under.stand
the section on bank-. /17)

roptcy as 'you. will likely
have questions 'about
this. topic. -

Cs ---
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Ask the audience for any
questions or'comments con -
cerning the topics covered.

Arrange for a third indepth
session with a guest Spe lker
such as a local banker, l w--
yer, or financial counsel r.
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goufCes of Further Reference

For additional.indepth reading on the .preceding topics, see any one
or more of the following references. If these are not available, in your
local school; college, or public library, you may wish to order several
for your use. .

Textbooks

Bailard, Thoma ., David L. Biehl and Ronald W.
Management, Sc ence,Research Associates., Inc.,

Bartok, Fred W. and Edward B. Lee, Jr.,.
Press, Inc., Boston, 1977, pp. 17-41.

)

Burda, Edward T., Consumer Finance,
New York, 1975, pp. 63-81.

Cohen,.Jerome B., Personal Finance:.
Richard -D. .Irwin, Inc., Homewood,

Kaiser, Personal Money
Chicago, 1977, pp. 43-69.

Personal Economics, Holbrook

Harcourt, Brace, Jovanovich, Inc.,

Principles and Case Problems,
Illinois, 1975.

Donaldson, Elvin F.;.John K.,Pfahl,' and Da4J T.:Crary, Personal Finance,The Ronald Press Company, New York, .1977, pp. 33 -69.
,

Hurley, Gale E., Personal Money Management: A Consumer Guide, Prentioe-_
Hall, Inc.,'EngleWood

New-Jersey, 1976, pp. 37-14,.66-73,

Lang, Larry R. and Thomas H. Gillespie, Strategy for Personal Finance,
McGraw-Hill Book Co., 1977, pp. 36 -71, 146-150.

Mittra, Sid, Personal Finance: Lifetime Management by Objectives, Harper& Row Publishers,Inc.,'1977, pp. 51-75, 116-122.

Porter, Sylvia, Money Book, vol. 1, Doubleday & Co., Inc., New York, 1975,pp. 8-41, 146-151.
gf

.

Raihall, Denis T., Family Finance: Money Managementfor the Consumer,
Little, Br,own, and Co.,; Ltd.,. Canida,,,1975, pp. 19-47.

Articles

"Bankruptcy- No Longer a Dirty Work," U.S: News and World Report, vol.o,
78 (Apri1.7, 1975), pp. .52 -53.

"Budget Smoothes the Way;" Changing Times, vol 30 (February,
pp. 18-19.

1976),



Bymers, Gwen J. "A Financial Checkup on the Use-of'Credit',." _Cooperative.
Extension Service,- New York.State College of Rome Economics, Cornell
University, Ithaca, New York.

"Consumer Exepnditure Survey,"(Report-455-3), 1976, U.S. Dept. of Labor.

Daly, M. "Family Money Management," Better *Homes and Gardens ,

column inaonthly issues.

"Do-It-Yourself Financial dheckup," Changing Times, vol. 30 (February,
1976), pp. 6-19.

you Keep a Budget?" House and Garden, vol, 148.(April, 1976),°pp.
109-110.

t
.

Donnelly, C. "How to Stop Arguing AbOdt Money," Reader's Digest, vol.
199 (July, 1976)',3p.

Lake, A. "How. Families are Gettig Oat of Debt; ". McCal1s, vol. 102.
(May, f975),.p.-73.

.

"What Happens if.You Go Bankrupt?" Changing Times, vol, 29 (June, 1975),'
pp. 39-42.

70

"When our-Budget Signals Danger " Changing Times., .vol. 31 (February,
197 )( , pp. 33-35.

The following. organizations and agencies.have edutational materiajls
to proVide assistance in financial planning or counseling,

Organizations

Private

.Americah Bankers. Association, 12' East 36th Street, New York; N.Y.,
10016.

American,Bar'Aliociation,, 1155 East 60th Street, Chicago, Il., 60637.

Credit Union National-Association, Box 431B, Madlaon,..Wi., 53594;

Household. Finance Corporation, Prudential Plaza, Chicago, Il., 60601.

Institute of LifeInsurance, Educational Services, 277. Park Avenue,
New York, N.Y., 10017.

National Consumer Finance Association, Educational Services Division,
J.000 16th Street; NW, Washington,, D.C., 20036--

rt r1
IJ



National Consumer Information Center, 30005 Georgia Avenue, NW,,
Washington, D.C., 20001.

National Foundation for Consumer Credit, Federal Bar Building, West,
1819 H'Street, NW, Washington; D.C., 20006.

Federal

Office of Consumer Affairs, Department.ok Health, Education and Welfare,.
Washington, D.C., 20201.

Office of Saver and Consumer Affairs, Federal Reserve System, Washington,
D.C:, '20551.

U.S. Department of Agriculture, Washington D.C., 20250.

State

Consumer Credit Counseling and Educational Service of Greater Washingtog,
Inc.,1541Chain-Bridge Road, Fairfax, Va., 22030.

Virglnia Legal Aid Society, P.D. Box 417, RiChmond, Va., 23203.

Consumer Council, P.O. Bo077, Springfield, Va., 22150.

Virginia RetailNerchants Association, Raleigh Hotel, Suite #3, Richmond,
. Va., 23219.

.

Virginia Polytechnic Institute-and State University, Extension Service,-.
Blacksburg, Va., 24061.

Local'

Local ,banks

Local credit bureaus

Local credit union

local .legal. Aid. Society

County Extenaiiiri. Agent



EVALUATION DEVICE

. ,._
.

Rather than have the adult learners complete.a final posttest, it

is suggested that. you use this type of evaluation. By using-this-form of

,evaluation, you will have an idea of what the participants actually learned,

and which of your techniques you-may. want to use again or alter.- -If-on the

other.hand,.you.prefer giving a formal-posttest to better assess actual .

learning,the competencies listed at the:beginning of this module. have

been designed to facilitate making questions fin such atest..
_

In order to keep the eValuation brief in, length ancLin time needed.,

for completion, three questions might.be waked.' The participants. could

Write their answers and comments and turn themAn to:youwith their names

on them or anonomously. The. three'areas of information you want to

evaluate Will likely include:

1. Describe your overall'reactions to our session(s) on "Making and
Using a Financial Plan. ".

2. List the three most ImportantthingAiwhich youseel you have learned
from-our financial planning session(s).

.

3., What recommendation(s) can yoU give.for similar 'sessions to be
held in, the future?

I.

Other 'possible questions to help.assess the learning of the participants
- :inightcoverl

Whatare some of the purposes of finandial planning?'

- Explain the importance of havihg.Eyritten long-term finAncial'plam.

- Describe the iolethatthe'budgei has in financial-planning:

- What Are. the basic steps involved in setting. up a personalized family:
budi.et?

- Name several causes of financial problems and sources of help the family
might seek in 4andling.thtir finanCial difficulties.



REACTIONS TO YOUR USE OF THIS MODULE.

1. I used this module with the followirig group of adults:
(please describe)

ir

2. The group's reactions to the modular approach were:

3. .my reactions to using this approach are:

My suggestions for revisions are:

Please,-return to:

Glen H. Mitchelil or E. Thomas: Garman

Virginia Polytechnic Institute.
and St t4:U1:4!dty

NanageMe t, Ho ng, and
Famil Development
226 allace Hall'

Blackab rg, VA. 24001

76
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. 'THE PURPOSES (P FINANCIAL PLANNING

MAJOR OBJECTIVE:
A

Transparency
Master 1

To CITE.THE NO.JOR PURPOSES.FOR AND ASSUMPTIONS UNDERLYING THE CONCEPT
flF FINANCIAL PLANNING.

n

SPECIFIC OBJECTIVES:

TO LIST WAYS IN WHICH FINANCIAL PLANNING CAN
BEING OF FAMILIES AND INDIVIDUALS.

TO UNDERSTAND-THE IMPORTANCE OF SETTING GOALS
CIAL PLANS.

75

IMPROVE THE OVER-ALL WELL

oN WHICH TO A'SE rINAN-

,



II. MAKING A FINANCIAL MASTER FLAN

riAdOR OBJECTIVE:

Transparencyj ,

Master -2

To DEVISE-A FINANCIAL MASTER. PLAN TO CHART OUT.THiFINANCIAL
OBJECTIVESOF A FAMILY OR INDIVIDUAL OVER A NUMBER OF YEARS.

ti!

SP,ECIFIC OBJECTIVES:

lb-DETERMINE THE NET WORTH OF A FAMILY OR INDIVIDUAL.

To L IST SEVERAL TYPES OF RESOURCES AVAILABLE TO A FAMILY:

To DEFINE-WHAT IS MEANT BY DISPOSABLE INCOME.

TO LIST AND CITE EXAMPLES OF THE THREE TYPES OF GOALS IN FINANCIAL.PLANNING, -

,

To I DENTIFY WAYS OF DETERMINING EXPENDITURE PATTERNS.

To DISTINGUISH BETWEEN FIXED 6ND VARIABLE EXPENSES. . o

TO:UNDERSTAND THE IMPORTANCE OF SAVINGS AND OF PLANNING FOR AN ADDITIONAL.EMERGENCY FUND. s'

76
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ASSTS

BALANCE SHEET OR FINANCIAL STA1EFENT

Trahsparency
Master 3

BEGINNING OF END. OF THE

19 .19

THE YEAR YEAR

MONEY IN'SAVINGS ACCOUNTS

.CASH ON HAND AND CHECKING ACCOUNT BALANCE.

CASH VALUE OF1

$ 7 $

HOME AND-OTHER REAL ESTATE $ - $

AND OTHER,, VEHICLES $ $.AUTOMOBILE

HOUSEHOLD EQUIPMENT AND FURNISHINGS $ $.

INSURANCE (CASH VALUE OF POLICY) $ $

BONDS, STOCKS AND OTHER INVESTMENTS

ANNUITY OR .RETIREMENT PLAN (CASH VALUE)

MONEY 0 20 YOU .

OTHER

TOTAL ASSETS

LIABILITIES

MORTGAGE

DEBTS OWED (INSTAL': NT AND SINGLE-PAYMENT
LOANS

TOTAL LIABILITIES

NET WORTH

_TOTAL OWNED MINUS TOTAL OWED

".



a -1

DETERMINING DISPOSABLE IN

,
J. DETERMINING GROSS 'NOE

SALARY, WAGE OR CoMMI SSION

OTHER SALARY, WAGE OR COMMISSION

INTEREST

TAX REFUNDS °

Frs

PENSIONS

SOCIAL SECURITY

ANNUITY

BONUSES

BENTS

DIVIDENDS

SPECIAL FEES

WELFARE PAYMENTS

FOOD STAMPS

CITHER INCOME

2. TOTAL GROSS INCOME

!1881

LAST YEAR' S

INCOME (TO INC
HELP AS A GUIDE)

L

H

Transparency
Master 4

SEARSSEAR

.17

...



Transparency
. Master 4
(Continued)

DISPOSABLE INCH. (RECdRD THESE DEDUCTIONS ON A MONTHLY BASIS)

FEDERAL INCOME. TAXES DEDUCTED

STATE INCOME TAXES DEDUCTED.

,SECURITY TP...<ES

HEALTH INSURANCE

LIFE INSURANCE

ACC1PENT INSURANCE

DISABILITY INSURANCE

RETIREMENT FUND CONTRIBUTIONS

UNION DUES

COMPANY SAYINGS PLANS

CREDIT UNION'SAVINGS

OTHER DEDUCTIONS ,

4. TOTAL DEDUCTIONS. (MONTHLY)

5. TOTAL DEDUCTIONS ON AN ANNUALBASIS (MULTIPLY THE TOTAL OF DEDUCTIONS
IN NUMBER FOUR BY 12)

6. TOTAL ANNUAL DISPOSABLE INCOME .SUBTRACT TOTAL OF THESE 'DEDUCTIONS IN
NUMBER 'FIVE FROM TOTAL GROSS INCOME IN. NUMBER 2)

. , 4
7, TOTAL._ ILY. DISPOSABLE INCOME blYIDE:ANNUAL TOTAL-IN NUMBER SIX

BY-1L
a

79



GOALS

YEAR Ea

Lbw

N HAND

1.11:1GE1* FOR

FAR

SAVIItS PLNIJ 19'

ENERGENCIES

.....m...11

cSECURITY (SPECIFY)tSPECIFY)4......

114



Transparency
Master 6

RESERVE FUND VIORKSHEET

FOR LARGE IRREGULAR OR REVOLVING EXPENSES

YEAR 19

MONTH DATE

NEEDED
'"01°16n-ER

LARGE EXPEN-
SES

..)EPOSIT IN

lESERVE

SAVINGS
t-UND

VAID hROM
RESERVES
SAVINGS
I-UND

SERVE
VINGS

Etr
LANCE

SCRIBE EXPENSE
TEM:

JANUARY

FEBRUARY
.

MARCH

APRIL _

MAY

,

__

.

.JUNE

JULY

AUGUST

aFrrEmkR.::

OCTOBER

NOVEMBER

DECEMBER

TOTAL

TOTAL LARGE IRREGULAR EXPENSES: $ IVIDED gY 12 = $
WHICH IS THE AMOUNT TO.BE DEPOSITED IN SERVE t-UND EACH MONTH,

*SHOULD EQUAL BALANCE AT bEGINNING.
818J
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Transparency
Master 7

III. IMPLEMENTING THE FINANCIAL MASTER PLAN

MAJOR OBJECTIVE:

TO VISUALIZE THE IMPLEMENTATION OF THE FINANCIAL MASTER PLAN THROUGH
THE USE OF BUDGETING AND PERIODIC EVALUTIONS OF THE PLAN.

SPECIFIC OBJECTIVES:

TO RECOGNIZE THAT BUDGETING IS A SHORT-TERMITOOL THAT HELPS THE FAMILY
ACHIEVE THEIR FINANCIAL OBJECTIVES.

TO LIST THE STEPS INVOLVED IN THE BUDGETING pROCESS.

TO DEVISE A PERSONALIZED BUDGET FOR A FAMILY

TO UNDERSTAND THE IMPORTANCE OF CLOSELY tvALrING THE BUDGET.

TO NOTE WAYS OF ADJUSTING THE BUDGET TO Bbilyi SUIT THE FAMILY'S NEEDS
AND WANTS.

To LIST WA, IN WHICH TO EVALUATE AND ADJUST THE FINANCIAL MASTER PLAN.

82
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THE BUDGETING PROCESS

1, DETERMINE WHAT cats YOU WANT TO ACHIEVE IN THE BUDGETING-PROCESS,

2, EST141E ITEDISPOSABIE INC( IE THAT WILL BE AVAILABLE FOR THE FAMILY'S

USE DURING THE BUDGETING PERIOD,

3. CATEGORIZE THE PfPES OF MISES THE FAMILY WILL ICRAALLY BOUM

pURIii5, THE .BUDGETI% PERIOD.

4, ESTIMATE THE APPROXIMATE MOUNTS 11-I FAMILY WILL SPQR.IN Ekli OF

THESE CATEGORIES,

5, DEVISE A WORKSHEET, FOR THE BUDGET II AT SUITS THE WILY'SINDIVIDUAL

NEEDS

6, ACCURATELY RECORD THE ACTUAL EVEICITURES THE 1NORKSE

7. MATE THE BUDGET PERIODICAL

EET,

to



MONTHLY. BUDGET wcksHEET

Transparency,
Master. 9'

IMEMLUDIE

EIZELIDMEES

ESTAIE
SONAL rROFERIY

EDE TAX
STATE AX

MORTGAGE OR'RENT

FI UTILITY PAYMENTS

IN " CE
IFE
21ICAL

° Aura'.
OTHER. PROPERTY

INSTALLMENT PAYMENTS

Mani 19

RTES PAYABLE

LICENSES, FEEg. AND DUES $

TUITION

PLANNED SAVINGS

EmE.RGENCY/FUND

FIXED EfIENSEjOTAL

VARIANF_

AINING
/ ALCOHOL AND TaBACCO

114

$ $
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Transparency'
;Nester 9
(Continued.)

HOUSING
:URNISHINGS & EQUIP NT

SEKEEPING SU'EPLIES
INTAINEKE & KEPAIRS
IABLE LTILITY tXPENSE
CTRIC..

ELEPHONE
FUEL
OTHER

C SE . .

ING & LAUNDRY
TERATIONS

TRANSPORTATION
-GASOLINE AND OIL

PAIRS
IRES
LIC TRANSPORTATION

2PICAL CARE
is TOR ILLS
nlICINES

DENTAL CARE

PERSONAL CARE

ER AND HAIRDRESSER
ER
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IV. HANDLING FINANCIAL PROBLEMS

MAJOR OBJECTIVE:

TO IDENTIFY CAUSES AND WAYS TO ALLEVIATE FREQUENTLY OCCURRING FINANCIAL
PROBLEMS.

SPECIFIC OBJECTIVES:

TO IDENTIFY SEVERAL FREQUENTLY OCCURRING FINANCIAL PROBLEMS.

To LIST TYPICAL CAUSES OF FINANCIAL PROBLEMS.

TO U TILIZE SEVERAL FORMULAS FOR CALCULATING WHEN YOU ARE OVER-EXTENDED.

TO I DENTIFY MEASURES THAT AN BE TAKEN TO ALLEVIATE OVER-EXTENSION.

. TO L IST:SOURCES OF ASSISTAI.,,_ AND COUNSELING FOROVER-INDEBTEDNESS.
.

TO E XAMINE BANKRUPTCY PROCEDURES AND THEIR USE IN SOLVING FINANCIAL:
PROBLEMS.



For further information and suggestions on this manual and/or this
Title I Consumer Education and Financial Management Project, please
cobtact:

Dr. Glen Mitchell, Project Director- ,

202 Wallace Annex
-Virginia Polytechnic institute and State University

Blacksburg, VA 24061

Other materials in production for-this project .

1

Pamphlets:

"Fraud and the Consumer"

to_BuY'a Used Car"

"ColitractS and the Consumer"

"Warranties :and the ConiUMer".

"Credit-and the ConailMer"'

Educational Modules:,.

"Obt ing and Using Consumer Credit".
.-

.

,

"AVoi ing Consumer Frauds and Misrepresentations"


