
Create Your Budget 
& Automate
The primary reason to create a budget is to build savings. That way you have money to spend on 
the things you want now, but also ensure that you have enough set aside to reach your long-
term goals. In this topic, you will take the appropriate steps to create a workable budget and 
automate your financial accounting to make regular review and adjustment easy.
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Create Your Budget & Automate
Wouldn’t it be nice to have money for the things you want now, while still making sure you have 
enough for later? That’s the goal of creating a budget and savings plan. Saving money is the 
cornerstone of a financially secure lifestyle, and building a clear budget may help you save more.

Did you know that about 70% of lottery winners waste all of their earnings within just a 
few years? And the majority of people – not just lottery winners – are experiencing financial 
problems. Many of those people could have avoided financial problems if they simply had a 
budget in place and followed basic guidelines. 

At the fundamental level, a budget is a plan for how to handle your money. Income, expenses, 
and savings are the essential elements of a budget. Let’s walk through the process of creating a 
budget together.
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Budgeting Steps
Your first step in creating a budget is to enter your take-home income. If you receive a paycheck, 
use the net pay – that is, the amount you receive after all the taxes and other fees are deducted. 
If you receive tips or any other compensation from additional sources, be sure to add that into 
your income as well.

Your next step is to plan out your savings. Remember that the key goal of creating a budget is to 
save money. It’s important to build a budget where you put aside at least 10% of your money for 
long-term savings. This money should be set aside before you purchase any wants – items you 
don’t absolutely need for survival – or pay for items that generate additional income.

Once you complete the income and savings sections of your budget, next move on to listing your 
fixed expenses. Fixed expenses are the bills toward which you pay the same amount each month 
like rent, car payment, and insurance. Next, account for the fixed expenses you pay annually: car 
registration, gym membership dues, or anything else you pay every year. Enter these expenses 
into your monthly budget by taking the annual payment and dividing it by 12. For example, if 
your gym membership costs $240 a year, you should be saving $20 a month toward that bill.

The next step is to calculate your variable expenses. Some variable expenses are obvious. 
Utilities are a prime example: the more water you use, the higher your water bill will be. The 
amount varies from month to month. 

However, some expenses are harder to pin down. Most of us have cash that vanishes each month 
into unknown voids, like stops for coffee, movies, events, or extra groceries. These are small, 
possibly infrequent purchases that may not register in your memory when you sit down to do 
your budget review.
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For the next month, set a goal to get a handle on your variable expenses. Identify some or all of 
the “voids” into which your funds are “disappearing.”

There are several ways to track spending: save receipts, carry a small notebook, or tap into the 
variety of available cell phone apps and online money management tools. Another easy way to 
track day-to-day spending is by using only your credit or debit card to perform transactions. This 
way, all transactions show up on your monthly banking statement. If you are required to use cash 
at some point during the month, set yourself a calendar reminder to include X amount in cash 
purchase for Item Y when you do your budget check. You can manually add it to your budget 
tracking at that time.

It’s important to get into the habit of budgeting before buying. This financial philosophy 
suggests that you should always budget and include all the costs associated with an item 
before you make a purchase decision. Consider what you can afford to spend on “wants” after 
you put money aside in savings and your needs are taken care of. Budgeting before you make a 
purchase helps you set clear spending limits to mitigate the possibility of becoming emotionally 
involved in purchase decisions. Emotional attachments often lead people to spend well beyond 
their budgets. Additionally, if you require yourself to set aside money each pay period in order to 
purchase the item you want, you give yourself time to consider the purchase. Is it still important 
to you a month or two later, after you have accumulated the amount you need for the purchase?

Each of us has a limited amount of money available to spend. Being able to manage our 
spending is critical to achieving financial success. More importantly, when you spend wisely you 
have more money available to save, and also to invest if you so choose.
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Budget Step 1

Enter your income – Total net (take-home) pay, 
tips, and any other compensation.

Budget Step 2

Plan your savings – Set aside at least 10% of 
your income before you purchase any “wants.”

Budget Step 3

List fixed expenses – Rent, car payment, 
insurance. Account for annual fixed expenses 
(gym memberships, auto registration, etc.) by 
dividing the annual payment by 12.

Budget Step 4

Calculate variable expenses – Coffee, movies, 
special events. Track variable expenses for a 
month and adjust accordingly.

Budget Step 5

Set up your budget to automate and organize 
your finances online. This step will ensure that 
you can accurately monitor your budget and 
make adjustments. 
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Setting Up Automated Accounts
1) Open Checking & Savings Accounts

If you do not already have checking and savings accounts open, shop around for the best 
financial institution to suit your needs. Banks and credit unions offer similar services such as 
checking and savings accounts, mortgages, and auto loans. However, they differ in that a bank 
is a company, and like most companies their primary aim is to maximize shareholder profits. A 
credit union, on the other hand, is a cooperative institution in which each member holds a share. 
There are pros and cons to choosing each type of financial institution, so you should investigate 
the differences before you decide which is best for you.

Further, banking products can have different benefits and terms from bank to bank and credit 
union to credit union. Be sure you understand exactly what your accounts offer and what they  
will cost you. Free checking, online banking, and savings account interest rates are common 
differentiators among banks and credit unions.

Many banks and credit unions offer online and automatic transaction services for paying bills, 
saving, and investing. These services are important to have in order to automate your budgeting 
system.
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2) Set Up Direct Deposit

Have your employer directly deposit your paycheck into your account every pay period, if they 
offer that option. Direct deposit is safer than getting a paper check. You don’t have to worry 
about losing your check, spilling coffee on it, or the dog eating it. You also don’t have to worry 
about a mailed check taking a day or two longer to arrive due to a recent holiday when mail 
services are shut down.

Direct deposit also saves you time and money. You don’t have to pay anyone to cash your check, 
or waste gas money and time driving around to get it cashed.

If your employer doesn’t offer direct deposit, don’t worry; your automation plan isn’t 
automatically crushed. While you will still have to deposit your checks manually and face the 
associated risks, the rest of your automation plan can still be accomplished.
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3) Automatically Pay Bills

Set up your online banking to automatically pay all your bills each month. Automating your bill 
payments will save you time. It also saves you money, because if you accidentally pay your bills 
late, you also will be forced to pay a late fee on each late payment. Late fees can be as high as 
$40 or more, and really add up quickly. Can you really afford to waste money on late fees?

When you set up automatic bill pay properly, it also protects your credit by ensuring that all your 
accounts are paid on time every month. Even one late payment will hurt your credit score and, if 
you have several, your credit can be severely damaged.
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4) Automate Savings / Investments

You also can set up your bank accounts to “pay yourself” first. Have your budgeted amount of 
savings or investment contributions automatically sent to the appropriate savings or investment 
accounts through automatic transfer. Some banks even waive account fees when you make an 
automatic transfer of at least a certain amount to your savings account each month. Be sure to 
find out whether your financial institution offers such a benefit.

5) What’s Left Over?

The remaining amount of money you have, after all your bills are paid and your savings 
contributions are made, is what you can use for “want” purchases, or to cover large spikes in 
variable expenses that may occur occasionally.
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Using Third-party Financial Tracking Services
Third-party, online money management services allow you to connect all your online billing and 
banking accounts into a single dashboard; bringing all your financial accounts into one spot 
where you can view and track them. A popular third-party service called Mint allows you to do 
just that. 

However, keep in mind that third-party online money management services pose two key risks:

1) Advertisements

If the service is “free,” then they probably are selling advertising that is targeted to you on the 
website. If you decide to use such a third-party service, keep in mind that not everything that 
appears on your dashboard may be the correct financial product for you. 

Offers for obtaining your credit score, 0% interest credit cards, or high-interest savings funds are 
common ways in which advertisers attempt to reach you through the “free” service you are using. 
There may be nothing wrong with these services; they may be the perfect match for your needs. 
But on the other hand, they may not be. 

Just keep in mind that “free” services are most commonly free because advertisers are paying the 
service provider to allow them to advertise to you.
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2) Connecting Multiple Financial Accounts to a Single Location

When you link your online banking, car loan account, credit card account, utility company 
account, etc. to a single dashboard, there is a risk that these accounts may become compromised. 
That risk is especially high if you use a similar or identical user name and password for your 
financial accounts.

While it is unlikely that too much damage can be done directly from the dashboard, centralizing 
your accounts reveals critical information about those accounts. If your main dashboard account 
is compromised, the attacker can then see all the accounts you have linked to the dashboard. And 
say you used the same username – maybe even the same password – for each individual online 
account as you did for your central dashboard account. 

If the attacker knows your credentials for the central dashboard and the online financial 
accounts you have linked to it, how many of those linked accounts could the attacker access with 
the same credentials you used on the central dashboard? Obviously, disciplined online security 
practices are important to mitigating your risk. Vary your user names and passwords. There are 
online random password generators you can use to come up with passwords that are hard to 
hack, and also secure password management systems you can use to organize and recall your 
passwords.
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Conclusion

A budget comprises three essential elements: income, 
expenses, and savings. The primary objective of creating a 
working budget is to build up your savings, which in turn 
gets you closer to your long-range financial goals. This 

topic has laid out the steps for developing a budget and 
automating your accounts to help you stay within your 

budget parameters. Setting up, monitoring, and adjusting 
your budget over time forms an essential process toward 

securing your financial future.

Conclusion
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This activity involves completing your initial budget plan. You are provided with a 
link to an Excel spreadsheet that lays out each component of your budget including 
income, savings, fixed and variable expenses. You can use this spreadsheet tool to 
create your initial budget, and return to review, evaluate, and adjust it over time.

Activity: 
Completing Your Budget
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Activity: Completing Your Budget

Complete the budget on the Excel spreadsheet linked below. If you are not entirely sure about 
the amount of a particular item, a rough estimate will work for now; the key is to at least get 
started.  

Be sure to enter each amount as a monthly figure. Remember to divide your periodic bills (those 
paid annually, quarterly, etc.) so you enter the monthly amount of your bills and income. 

Expenses

  Home Renting Expenses

  Home Ownership Expense

Rent

Fixed Rate Mortgage Payments

Renters Insurance

Adjustable Rate Mortgage Payments

HOA Dues or Assessments

Other

Property Taxes 

Maintenance

Other

Homeowner Insurance

Other

Sub Total:

Sub Total:

Current Goal



Create Your Budget
& Automate 
Savings, Expenses & Budgeting

Activity: Completing Your Budget

  Utilities Current Goal

Electric

Gas

Phone (cell)

Life Insurance

Water / Garbage

Internet

Long-term Disability

Cable/Satellite

Health Insurance

Home Security

Umbrella Insurance

Other

Other Insurance

Sub Total:

Sub Total:

  Other Insurance
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Activity: Completing Your Budget

   Kids & Caregiving Current Goal

Child Care

Child Support

Children’s Activities

Alimony 

Caregiver

Sub Total:

Veterinarian

School Tuition 

Pet Insurance

Books

Pet Supplies

Professional Development

Grooming & Boarding

Other 

Other

Other

Sub Total:

Sub Total:

  Pets

  Educational Expenses
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Activity: Completing Your Budget

Vehicle 2 Payments

Alternative Medicine

Maintenance

Prescriptions

Insurance

Supplements & Vitamins

Public Transportation

Eye Care

Vehicle 1 Payments

Gym Membership

Registration

Doctor Visits

Taxi / Ride Sharing

Gas

Dentist Visits

Other

Other

Sub Total:

Sub Total:

  Transportation Expenses

  Health & Fitness

Current Goal
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Activity: Completing Your Budget

Personal Loans

Student Loan

Credit Cards

Tax Debt

Appliance Loans

  Loans & Debt Expense

Other

Sub Total:

Sub Total:

Vitamins & Supplements

Other

Cell Phone

Groceries

Personal Items

Subscriptions

  Variable Personal Expenses

Sub Total:

Credit Card Fees

Mismanagement fees (late, overdraft) 

Banking Fees

Other Fees

  Fees & Charges Current Goal
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Activity: Completing Your Budget

   Entertainment Current Goal

Eating Out & Drinks

Laundry / Dry-cleaning 

Hobbies & Recreation

Personal Grooming (hair, nails) 

Entertainment (movies, concerts) 

Clothing

Random Purchases

Skin Care (makeup, lotions)

Other

Other

Sub Total:

Sub Total:

  Personal Care

Other

Donations / Charity

  MSC

Sub Total:
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Activity: Completing Your Budget

Total Current Expenses 

________________________

Total Goal Expenses 

________________________

   Monthly Savings Contributions Current Goal

Short-term Fund 

Long-term Fund

Emergency Fund

Other

Other

Sub Total:
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Activity: Completing Your Budget

Income

Sub Total:

Sub Total:

-

-

-

-

+

+

-

-

-

-

-

-

+

+

-

-

Federal Income Tax

Federal Income Tax

State & Local Tax

State & Local Tax

Gross Income from Employment Source 1

Gross Income from Employment Source 2 

Social Security & Medicare

Social Security & Medicare

  Employment Income Current Goal

Sub Total:

+

+

+

+

+

+

+

+

Pensions

Annuities

Social Security

Other

  Other Income
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Activity: Completing Your Budget

Taxes

Taxes

Equity Investments Income

Business Investment Income

Other Investment Income

Interest Income

Real Estate Investments Income

Taxes

Taxes

Taxes

Sub Total:

  Investment Income 

Total Current Income 

_________________________

Total Goal Income 

  ________________________

  - Total Current Expenses 

 _________________________

                = Net Current 

                _________________________

 - Total Goal Expenses  

   ________________________

	       = Net Goal 

                  ________________________

-

-

+

+

+

+

+

-

-

-

-

-

+

+

+

+

+

-

-

-

Current Goal
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Activity: Completing Your Budget

Set Goals & Prioritize

Now that you have a completed budget, it’s time to create goals. As you think through where to 
allocate your money each month, ask yourself, “Which items are needs? Which items are wants?”

Create a Plan – this is the step where you actually allocate your available funds across all the 
various expense categories. The end result of any monthly budget is to:

a.	 Make sure all needs are accounted for.

b.	 Make sure money is being saved and is available for future and unexpected events.

c.	 Make sure the budget is flexible enough that the variable categories (restaurants, 
clothing, recreation) are present, but don’t derail the overall budget goals.

d.	 Make sure that you’re living below or within your means, and don’t have a budget 
deficit after expenses are deducted from income.

Regular Budget Evaluation – a budget is intended to be reviewed. For some people, their budgets 
will remain relatively stable and unchanged for months, provided no major life events occur like 
job loss, disability, or emergencies. For others, their financial lives change frequently. Incomes 
rise; incomes fall. Expenses are eliminated, but new expenses emerge. Everyone’s situation is 
different. The key is to get into a regular pattern of adjusting your budget at least quarterly, and 
possibly more often depending on what is happening with your individual 
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