Tracking Your Spendlng

How can you track your spending to stay
within your spending plan?

Discovering where your money goes is a critical step in becoming an ef-
fective money manager. Keeping a record of expenditures is an important
part of planning and controlling your spending.

These tracking methods will help guide you in achieving a more secure
financial future. Choose the one that works best for you.

Receipt method

Saving receipts is an easy way to
keep track of what you have spent.
A sales slip, cash register tape,

and other receipts are available
with most purchases. Collect the
receipts in a box or drawer located
in a convenient place, such as near
where you unpack groceries or
other purchases.

* Be sure to get a receipt for all
expenditures. If you don't have
a receipt, make your own by
writing the amount spent, for
what, and to whom on a piece
of paper. Or carry a small
notepad and use it to record
cash purchases.
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* Label the receipts by expense
categories from your spending
plan.

* Sort receipts by expense catego-
ry. On a regular basis — every
week, bi-weekly, or monthly
— add up totals in each ex-
pense category. Record amounts
in a notebook, ledger, or com-
puter spreadsheet and compare
them with the planned amounts
from your spending plan.

Receipts are easy to sort and
simple to total. Receipts are also
important for proof of purchase
and tax purposes.

To make this method work, all
family members must cooperate
by saving receipts, putting them in
their proper place, and remember-
ing how and where the money was
spent.

Calendar method

This method can be used to keep
track of income and bills. A calen-
dar with large spaces to write on
works best. Here’s how it works.

* Write in income whenever you
receive it.
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* Write in bills and expenses
when they are due.
» As you pay each bill, cross it off.

The calendar may also be used to
plan for larger irregular expenses
that don't occur every month,
such as insurance payments, prop-
erty taxes, or holiday gifts.

Envelope method

The envelope method is a simple
but helpful way to keep track of
your family expenses and control
your spending. It works well for
tracking and controlling expenses
purchased with cash. All you need
to do is set aside money for vari-
ous expenses in separate envelopes
on a regular schedule, perhaps
weekly, bi-weekly, monthly, or
when you get paid. Use expense
categories from your spending
plan.

* Label envelopes with a specific
purpose such as GAS or
GROCERIES, and the amount
budgeted for each expense
category from your spending plan.
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* When you receive your income,
put the appropriate amount
of money identified on your
spending plan in each enve-
lope. When it is time to fill the
car with gas or go to the gro-
cery story, take the money from
the envelope for that expense
category. Note the date and
amount spent on each envelope.

* At the end of a month or pay
period, transfer any money left
in envelopes into a savings and/
or emergency fund account.
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This method of keeping track of
your spending is simple, with

far less recording or paperwork
compared with other methods.
Income is conveniently divided to
cover all anticipated expenses. It
is easy to see how much money
is available to spend. However, if
you think you may be tempted to
use money from one envelope for
another expense, this may not be
the tracking method for you. It
may be too tempting to “borrow”
money from another envelope if a
shortage occurs. If this happens,
you lose control over your
spending.

There are other disadvantages to
the envelope method. Having cash
so conveniently available may
encourage careless spending. It is
also risky to keep a lot of cash in
the house.

Modified envelope
method

The envelope method can be used
in combination with checks and/
or specially designated savings
accounts. Use checks to pay for
larger fixed expenses such as rent
or mortgage, car payments, and
utilities. Use the envelope method
for cash expenses, such as food,
household expenses, and transpor-
tation. You could also use envelopes
to set aside a small amount of money
for personal allowances or other
planned miscellaneous expenses
from your spending plan.

To pay for annual or semian-
nual expenses like insurance
payments, property taxes,
holiday gifts, or other large
irregular expenses, you could
establish special savings accounts
for those specific purposes instead
of using envelopes. Every month,
make regular deposits into these
accounts so there will be money to
pay these bills when they come due.

Checkbook method
The checkbook method involves
paying by check for most expens-
es, recording transactions imme-
diately, and keep an up-to-date
balance.

* Keep careful records of what
each check is written for, where
it was spent, and the amount
spent.

 Balance the checkbook regu-
larly so you know how much
money is left.

* Always compare your check-
book records with the monthly
statement from your financial
institution to make sure it is
accurate.

On a regular basis, total the
expenses recorded in your check
register by expense categories,

and compare the totals with your
spending plan. Total amounts can
be recorded in a notebook or ring
binder to complete the picture of
where your money is going.

In addition to the valuable in-
formation about your spend-
ing, checks can provide proof of
payment. Also, many checking
accounts pay interest on your ac-
count balances.

However, you need to look out
for possible bank charges that
add to your cost, such as charges
for a low balance, charges per
check written, or automated teller
machine (ATM) card or debit card
fees.

Two people owning a joint check-
ing account can write checks from
one checkbook. However, this
may result in problems if checks
are not recorded or if the check-
book is not balanced. Cooperation
is necessary for two people to use
this method successfully.

Check register

Your checkbook can be modified
to provide space for recording
your spending in several expense
categories. To make your own reg-
ister, place adhesive labels across
the top of each page of your check
register. Draw as many vertical
lines on your register as you have
expense categories. Don’t draw
lines in the balance section of your
check register or the extreme left
where the check number and date
are located. Label each column
with the category name from your
spending plan and the amount
you plan to spend.

When you write a check, record
the amount of the check in the
white row of the balance column
and the amounts in each appropri-
ate expense column. Then in the



shaded row of the balance column
record the amount left in your
checking account. In the expense
columns record the amounts you
have left to spend in each category.

In the example, check #503 was
written for $24.00 for shampoo,
hair rinse, and other personal care
items. The $24.00 is subtracted
from the previous checking ac-
count balance resulting in a new
balance of $1275. The $24.00 also
is subtracted from the $45 per-
sonal care budget, leaving $21.00
for the rest of the month.

Deposits such as Social Security,
interest, and paychecks are recorded
by writing the deposits in the
balance column and adding to the
balance. For cash withdrawals,
record the amount of the withdrawal
in the balance column and immedi-
ately underneath write the current
balance in the checking account.

A cash expense can be identified
by circling the amount. For exam-
ple, on May 6 $3.75 was spent on
lunch. The $3.75 was subtracted
from the food budget leaving
$70.25 for the rest of the month.

A check register can be used to
record credit card expenses also.
When you make a charge, list the
amount under each appropriate
expense category. You may also
want to list a credit card balance
column so you can add or subtract
the credit card balance as well. In
the example, this person charged
a car repair bill for $130. She
prefers to draw a box around her
credit charges so she can quickly
see how often she has used her
charge card.

At the end of each month, review
your expenses. To begin a new
month, once again relabel the ex-
pense categories and draw vertical
lines. If you found the categories

in the prior month unworkable,
change them. If you found your
planned expenses unrealistic,
change the allocated spending
accounts.

You may wish to order a check
register developed specifically for
this tracking system. To receive a
check register, send your request
with payment of $2.00 to Check
Register, Extension Publications,
PO. Box 172040, Montana State
University, Bozeman, Montana
59717-2040.

Account book

method

Another option is to keep a daily
log of all your expenses in an ac-
count book. You can create your
own with single sheets of paper
or by using a spiral notebook or
three-ring binder. You can also
purchase an account book or led-
ger at your local store.

May RECORD ALL CHARGES OR CREDITS THAT AFFECT YOUR ACCOUNT
numeer | 0ATE | Fpod 2w Trans. Clothes . P . S BALANCE
Ho Pe;sonal Medical ec. | Credit Card 300 |00
125.° l[680.°| 150.°| 45°°| 50.° |50.°| 1500
5/1 1600.°°
Deposit 1900.°
501 5/1 -5650.%° -650.,°
|[House FPaymeht 130.%° 1350.°°
502 |5/2 -51,90 -561/00
|Groceries 74.°° 1299,°°
503 |5/4 -24,0 -24,00
Walgreen 21,99 1275.°°
5/5 ~15.00}
Clinic 00 1275.00
5/5 -130.*" | -150&'
Auto Repair 20.° 1370.°° 1275.°°
5/6 -3.7°
Taco Johns %; 1275.°
504 |5/8 | -25.° | -16.4° -18.4 -60,50
Osco 44,57 113.9° 2.8 1214.50
Cash |5/10 -560,00
Withdrawal 1164.50

Example — Circling a number denotes cash expense; drawing a box denotes credit



» Across the top of your ledger
page, write in columns for each
of your expense categories from
your spending plan. You may
want to include the amount
budgeted for that category.

* As you spend money or pay
bills, record the expenditures in
an appropriate column.

Then, on a regular basis — week-
ly, bi-weekly, or monthly — add
all of the entries for each expense
category to determine how much
you spent. Or subtract each entry
from the amount budgeted in each
category to determine how much
you have to spend. Either way, you
can then compare each expense
category to your spending plan

to see if family financial goals are
being met.

The advantage of the account
book method is that it gives a
more accurate, up-to-date picture
of your financial situation. How-
ever, everyone in the family must
be diligent in recording expenses
almost daily to be accurate and
up-to-date.

Computer software
programs method

If you have a computer, you can
use it to help track your spending.
You can create your own expense
sheets and tracking system by us-
ing a basic computer spreadsheet
program.

You can also purchase a commer-
cial software program designed
specifically for personal finance.

Besides helping you keep track

of your spending, these programs
usually print checks, balance your
checking account, identify tax
deductions, and provide graphs

to help you analyze your financial
situation. Check with software
companies to determine what pro-
gram may be right for you.

Strategies for tracking

your spending
Tracking your spending will be
easier if you...

» Keep records simple. Avoid
unnecessary detail.

« Appoint one person in the
household to assume respon-
sibility for recording family
expenditures.

+ Set a regular time sched-
ule for recordkeeping. Get-
ting behind can make it chal-
lenging to catch up.

« Analyze expenditures
regularly. Ask:

- Are all expenditures listed?

- Are all financial obligations
being met?

- Is spending within your
income?

- Are you satisfied with how
your money is being used?

- Are you satisfied with the
amount being saved and/or
invested?

Tracking your
spending pays off

While tracking your expenses

may be time consuming, it is also

rewarding. Good records will...

* Provide an objective view of
your finances.

 Help you live within your in-
come.

* Enable you to chart your
financial future.

Adapted for use in Iowa by Patricia Swanson, family resource management specialist, lowa State University. Originally
published as B3709-3 Money 2000 and Beyond: Tracking Your Spending (1999) by University of Wisconsin. Authors:
Peggy Nordgren, associate professor and family living agent, Taylor County UW-Extension; Judith Knudsen, associate
professor and family living agent, Brown County UW-Extension; and Linda Boelter, CFP, professor and family resource
management specialist, UW-Extension. Used with permission. Also, MT198703, Using a Check Register to Track Your
Expenses (2002), by Montana State University. Authors: Marsha Goetting, CFP, families economics specialist, and Judith
Ward, former Hill County extension agent.
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...and justice for all

The U.S. Department of Agriculture (USDA) prohibits discrimination in all its programs and activi-
ties on the basis of race, color, national origin, gender, religion, age, disability, political beliefs,

Issued in furtherance of Cooperative Extension work, Acts of May 8 and June 30, 1914, in coop-

sexual orientation, and marital or family status. (Not all prohibited bases apply to all programs.)
Many materials can be made available in alternative formats for ADA clients. To file a complaint
of discrimination, write USDA, Office of Civil Rights, Room 326-W, Whitten Building, 14th and
Independence Avenue, SW, Washington, DC 20250-9410 or call 202-720-5964.

eration with the U.S. Department of Agriculture. Jack M. Payne, director, Cooperative Extension
Service, lowa State University of Science and Technology, Ames, lowa.



