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I've never been able to keep a budget. They're a great tool for many people, but for me a budget
is a recipe for failure. It's too fussy. | can't stick to it. When | don't stick to it, | feel guilty. When |
feel guilty, | want to spend more money. Still, I've found it's helpful to have some sort of written
financial plan. Over the past few years I've developed what | call a “spending plan”.

To me, a budget is a detailed itinerary. A spending plan, on the other hand, is just a list of places
I'd like to go. It doesn’t have the same sort of rigidity that | associate with a budget. When | create
a spending plan, | tally upcoming income and expenses, and then use these numbers as a
guideline for determining my financial direction.

My spending plan

| suppose it would be easiest to just show you an actual spending plan | drew up three years ago.
(This document is an important piece of financial archaeology. It's the first spending plan | ever
made, and it's the first sign that | was ready to start getting rid of my $35,196 in debt.)

Curtent Information (21 Oct zZEE4 )

Apple Loan F1116 B 158 (%428 min) ———-
ComprasHL $zZ208 R 118 (3328 min) ——
Ford Credit $2250 B SE (178 min) 1285
Custom Box $1608 R =¥ (3188 min) &2 /865
Eris | FE428 B oF (360 miny 12/05
Home Equi i 21088 B 68 ($198 min} ————
First Tuo 3916 —=> {375 mind
First Thresa $5166 ——> ($245 min)
First Four $7766 ——> (3343 mind
First Fiwve F14196 ———> (485 mind
ALL Six 35196 ———> (F582 min)

Faise = $6088 /month less 233% for taxes = $488 month
Bonuses = $7588 less 22 for taxes = $5008

Friority List:

1. CompresHl for early December (28883, for which | may reed to cbtain a deaw.
2. Apple Loan for late December (966, after #1808 pagments in Mow & Decl.

3. Ford Credit for late January (1798, after 3258 pagments in Mowv & Dec).

Then =sawe for the remodel, including tax refund. Sawvings rate will be
approximately 3408 /month from raise plus $200/month from retired debt, for a
total of $6008/month starting February 1st. He currently howe $48808 in savings. |
can save an estimated $36008 by the end of Jdurne, which would be matched by Kris
for- a total of $18,888 saved for the bathroom. At o guess, the tax refunds will
be $2,008 for us as a couple. |f we put all of this money toward the remodel,
then we hawe $12,888 to work with. He also have an Emergency Feserve of $5,000.

After the gbowe, | would work to pay off the two remaining non—house debts.
Their status would be g=s fol lows:

End of CES EMG

Mone ZEEg #1458 5378
Deac Zaadg 13258 5218
Jape 2885 1258 5258

Feb Z8as $1158 #5108
Mar Z8as F1@58 $5128

Apr 2885 $958 $FE5a7a
May 2aas $s58 5616
Jun 2Eas $758  $595a
Jul zEas $658  $S5998
At thi=s point, | would payg off the remainder of the CES loan, thereby creating

$708 free per month, with which | would attack the Home Equity Loan. {The Lloan
from Kris would continuse o be repaid at $+66 /month . ) Eonuses, tax refunds, and
unp lanned sources of income could be used to add to the Emergency Fund or to
repad KEris. Meanwhile, at $780/month it would take only two—and—-a-half gears to
pay off the Home Eguity Loan. In December of 2867, after fiftesen gears, | could
be debt—fres=.



As you can see, | began by listing my debts in the order that | wanted to repay them. (This was
before | knew about the “debt snowball” — in Dave Ramsey’s Total Money Makeover.) Next, |
listed my expected sources of income. Finally, | brainstormed a possible plan of attack.

Despite the fact that | will meet the goal | set for myself in this plan, my path to this destination
has been different than | had intended. Surprise expenses occurred. | didn't adhere to the plan as
well as I'd hoped. My income projections were too optimistic. The bathroom remodel cost twice as
much as | had anticipated. Because of these things, I've made it a habit to draft a new spending
plan every few months. This allows me to compensate for changing circumstances and changing
priorities.

Your spending plan

If you, too, are wary of budgets, consider using a simple spending plan to give direction to your
finances. The example above is more involved than it needs to be. Most of my spending plans
now are about half the size. When drafting your spending plan, be sure to do the following:

e Project income. How much do you bring in every month? Will you receive any windfalls
soon? For example, every winter | get a sizable bonus at the box factory. | make sure to
factor that into my spending plan.

e List fixed expenses. Jot down those things for which you must pay every month: cable,
telephone, gas, electricity, etc. These are the bills that you must pay to maintain your
lifestyle. (I didn’t include these in my first spending plan — oops!)

e List your debts. When | put together my spending plan, | keep debt separate from the
fixed expenses. My other bills stay relatively constant, but as you can see, | like to play
with my debt numbers.

e Plan ahead. Do you have any large expenses on the horizon? When | made my first
spending plan in the fall of 2004, | knew that we would be remodeling our bathroom the
following summer. | made sure to plan for that.

Good financial habits make it easier to adhere to a spending plan (or to a budget). In order for me
to stay on track, | need to track every penny | spend. | use Quicken to do this, but you can use
MS Money, Wesabe, Mint, a spreadsheet, or simply pen-and-paper. When you track your
spending, you can tell when you've gone off course.

Conclusion

A spending plan can help you track your financial goals. In turn, financial goals give your life
direction, keep you from making foolish choices with money. Before | had goals for my money, |
spent it on whatever struck my fancy. It was easy to fritter away my cash on books, comics, and
video games, because | didn't feel like doing so affected my future. | had no plan for the future.
But when | drafted my first spending plan three years ago, the future suddenly became crystal
clear.

If you do choose to implement a budget or a spending plan, review it regularly. | try to review
mine at least once a month. Periodic review can help you stay on course.



