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Module 3/Lesson 1 -- Budgeting and Cash Flow
Lesson Number – M3.L1
Key Concept – Financial Capability
Unit – Module 3 – Budgeting
Lesson 4 – Budgeting and Cash Flow
Precepts
A – Action


A3. Plan effectively


A4. Identify and use resources

C – Vision


C1. Contemplate the future

National Standards

NL-ENG.K-12.6 – Applying Knowledge 

NL-ENG.K-12.12 - Applying Language Skills
NM-PROB.PK-12.3 - Apply and Adapt a Variety of Appropriate Strategies to Solve Problems 
NSS-EC.5-8.2 - Effective Decision Making 

Jump$tart National Standards
Financial Responsibility and Decision Making


Standard 1. Take responsibility for personal financial decisions


Standard 2. Find and evaluate financial information from a variety of sources


Standard 6. Control personal information

Planning and Money Management

Standard 4. Apply consumer skills to purchase decisions

Student Learning Objectives
As a result of this unit the student will…
1. Understand and know how to budget wisely.
As a result of this lesson, the student will…
1. Explain why and how budgets are used in financial planning.
2. Demonstrate accurate budgeting – projected income and expenses.

3. Understand a cash flow statement.

Time Instruction time for this lesson: 50 minutes. (Time is estimated and may vary depending on teaching style) 

Resources used in lesson development

Garman, E.T., & Forgue, R. (2007). Personal Finance (9th ed.). South-Western College.

Learn Financial Planning. (2008). Budget Planning 101: How To Budget Your Money. http://learnfinancialplanning.com/budget-planning/
Additional teaching materials for this lesson

National Endowment for Financial Education (NEFE). High School Financial Planning Program, http://hsfpp.nefe.org/

Unit 2: Budgeting: Making the most of your money

Family Economics & Financial Education (FEFE). Teaching Family Finance 

http://fefe.arizona.edu/download-lessons
15.0 Spending plans
Thirteen Ed Online. Financial Education

http://www.thirteen.org/edonline/lessons/

Invest in yourself (http://www.thirteen.org/finance/educators/lesson1.html)

Tools, Equipment, and Supplies
Computers with internet for each student

Computer with projector

M3.L1.AS.A – use as an example to show students

M3.L1.AS.B – one for each student

M3.L1.AS.C – one for each student

M3.L1.AS.D – one per student

Key Terms The following terms are presented in this lesson.
Budget – a plan for managing your money during a given period of time.

Cash flow – refers to the money you have coming in, as well as the money you have going out.

Expenses – what you spend money on.

Income – any money you receive.

Net income - the resulting income after all expenses have been subtracted
Content Outline

1. Explain why and how budgets are used in financial planning
a. Budgets – a plan for managing your money during a given period of time
b. Financial missteps in budget planning
c. Rules for successful budgeting
2. Demonstrate accurate budgeting – projected income and expenses

a. Income – any money you receive
b. Expenses – what you spend money on

3. Understand a cash flow statement

a. Cash flow – refers to the money you have coming in, as well as the money you have going out.
Interest Approach

· Ask students to get out a piece of paper and write down how much money they spent in the past week. Make categories using the expenses (food, clothing, entertainment, etc.). Then have them calculate the percentage spent for each category and draw a pie chart using the percentages. 
· Ask them the following questions after they have made their pie charts: How do you think your pie chart would look during vacation time? How do you think your pie chart would look once you are in college or start working?

Objective 1. Explain why and how budgets are used in financial planning.

· Explain to students that in order to stay out of debt, budgeting must be used when thinking about expenses and income. Tell students the following:
· Budgeting is a plan for managing your money during a given period of time.

· Expenses are what you spend your money on

· Income is any money you receive.
· Budgets are plans for managing spending and saving. It forces you to consider the things you need and want in life. It gives you control over your personal finances and allowed you to achieve your personal goals. Budgets are made prior to financial activities. You might make a new budget at the beginning of each year or anytime your income changes.
· Make sure you don’t fall into one of the top 3 financial missteps in budget planning: Fail to plan for occasional, non-monthly expenditures. Example: You may go to two big country music singer concerts each year, don’t forget to put them in your budget! Underestimate how much they spend each month. Use credit cards to “balance” their budget. Budget correctly and stick to your budget so you don’t use credit cards to make up for excess spending.
· Have students write down the four rules for successful budgeting: Keep it simple; Make it personal; Keep it flexible; and Be positive.

· Show students sample budgets on M3.L1.AS.A, a couple copies can be passed around the room or they can be given to each student.
Objective 2. Demonstrate accurate budgeting – projected income and expenses.

· Remind students that a budget is projected income and expenses. Many budget sheets have the projected amount and then later can be filled out for the actual amount spent. This gives a good idea of how much money is left for the remainder amount budgeted.
· Budgeting is a plan for managing your money during a given period of time.

· Expenses are what you spend your money on

· Income is any money you receive.
· Have students fill out the budget calculator on http://www.asa.org/repay/tools/budget/default.aspx. Have them write down their results (monthly net income, monthly discretionary income, monthly expenses, and annual income) for credit.
Objective 3. Understand a cash flow statement.

· Remind students that a budget is projected income and expenses. A cash flow statement is the actual income and expenses. Write in large letters on the top of the chalkboard “Income” on one side of the board and “Expenses” on the other side. 
· Cash flow refers to the money you have coming in, as well as the money you have going out.
· Using the records from the FFA treasury, have students write items from the treasury statement for an entire year on the board under the correct heading. After all items are on the board have them calculate the net income (resulting income after expenses) for the FFA chapter for that year. 
· Net income is the resulting income after all expenses have been subtracted
· If records are not available have students come up with incomes and expenses for the FFA for a year, and estimate the dollar amounts.
Review/Summary

· Using a Choral Response eMoment ask students to answer aloud: What is a statement of projected income and expenses? Answer: Budget. What is a statement of actual income and expenses? Answer: Cash flow http://www.tarleton.edu/Organizations/deltaconference/emoments.pdf.
· For a review take home activity, have students complete M3.L1.AS.B. Discuss the results in class after the week is over.
· Use M3.L1.AS.D as an optional quiz
Extended classroom activity

· Give each student a copy of M3.L1.AS.C and have them complete the activity. They will need to budget accurately and have access to the internet.
FFA activity

· Using the previous years cash flow statements have the FFA members or officers create a budget for the next year’s FFA activities.
SAE activity

· Help students work on budget planning and cash flow statements for their SAE project in their project record books.
Handouts

M3.L1.AS.A


Source: CastleWorks, Inc. (2005). http://pbskids.org/itsmylife/money/managing/print_sample_budget_sheet.html
M3.L1.AS.B

Your Budget

· Create a budget for yourself for the next week. Remember to record all the income you will be receiving. 
· Make a list of your expenditures, prioritizing your needs and wants. Answer the questions that follow.

	Income
	$
	Expenditures
	$

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	Totals
	
	
	


Does your spending actually balance with your income? If not where will you get the extra money from?

Perhaps you will have some money left over, what could you do with it?

Discuss some ways you could increase your income? How do you think you would use this money to balance your budget?

Source: Money Instructor. (2005). http://www.moneyinstructor.com/ 

M3.L1.AS.C
Budgeting for Clothes

You need to buy some new clothes and you know that you should first create a budget so you don’t spend too much money. You have three specific events you want to get new outfits for. You have a total of $150 to spend on all three events. You must budget how much of the money you want to spend on each outfit, and then find the outfit that fits your budget. Use the internet to search different clothing stores to find the outfit that you like. You must fit all events into your budget.

1. The annual sports banquet is coming up. The dress is formal/professional. Your outfit must include dress pants and shirt, or a dress for women. How much of your budget will you devote to this event? $_____________

a. Where did you find the outfit that you will buy for this event?

b. Describe the outfit.

2. Winter is coming up and your old winter jacket does not fit anymore. You need a new winter jacket. How much of your budget will you devote to this event? $___________

a. Where did you find the jacket? 

b. Describe the jacket.

3. The sole of your tennis shoes is falling apart. You need a new pair of tennis shoes for gym class that starts next week. How much of your budget will you devote to this event? $__________

a. Where did you find the tennis shoes at? 

b. Describe the shoes.

M3.L1.AS.D – Quiz on Budgeting and Cash Flow 
Name: _______________________
Part 1: Matching – Read each statement carefully. Select the term that best matches the statement by writing the letter of the matching term in the blank.
___1. Money received as an allowance or paycheck


a. Fixed Expense

___2. Amount of money you have coming in,


b. Pay Yourself First

          as well as the money you have going out









c. Payroll deductions
___3. Plan for managing your money during a 

          given period of time





d. Income

___4. Setting aside an amount of money for 



e. Budget

          your later use









f. Cash flow
Part 2. Multiple Choice – Identify the correct response to each of the following statements. Write the letter corresponding to the correct answer in the space provided to the left of each item.

​​​​​___5. Which of the following is not considered income?

a. An allowance

b. A paycheck

c. Interest paid on a loan

d. Interest received form a savings account

___6. What is a statement of projected income and expenses?

a. Cash flow

b. Allowance Sheet

c. Budget

d. Net Income

___7. What refers to money you have coming in and money you have going out.

a. Budget

b. Net Income

c. Allowance Sheet

d. Cash flow

Part 3. Fill-in-the-blank. Write the correct word for the statement in the blank provided.
8. Net income is the resulting income after all _____________________ have been subtracted.

9. The four rules for successful budgeting are: Keep it _______________; Make it personal; Keep it flexible; and Be positive.
10. One thing that I should be sure to budget for each year is ____________________________ __________________ (something that you spend money on each year – No wrong answer unless left blank)

M3.L1.AS.D – Quiz on Budgeting and Cash Flow – Teacher Master

1. D

2. F

3. E

4. B

5. C

6. C

7. D

8. Expenses

9. Simple

10. Answers will vary
Sources:

National Endowment for Financial Education. (2006). NEFE High School Financial Planning Program. Greenwood Village, CO: NEFE.
The Jump$tart Coalition for Personal Financial Literacy. (2010). 2008 JUMP$TART HIGH SCHOOL SENIOR QUESTIONNAIRE
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