
11- 4 Cash
Flow and 
Budgeting
ADVANCED FINANCIAL ALGEBRA



Budget and Cash Flow Anaysis 



Expenses – fixed or variable?



Example #1  monthly cash flow
 Dave and Joan want to chart their monthly cash flow. Create a 

spreadsheet that will help them keep track of their income and expenses 
for the month.  

 SOLUTION:  (this is one way it can be done)



Example #2 – spending guidelines

 Many consumer credit counseling agencies suggest that 
transportation expenses be no more than 10–15% of your budget 
and savings be at least 5–10%. Using Dave and Joan’s cash flow 
analysis, determine whether they are within the guidelines for these 
categories.



Example #2 SOLUTION



Example #4 – annual expense budget

 We will do this together on a spreadsheet next class.

 NOTE:  we skipped example #3



Net Worth
 Net Worth = Assets – Liabilities

 Assets are what you own like cars, house, savings, jewelry, stocks, etc.

 Liabilities are what you owe on loans, etc.



Example #5 – net worth
 Liam is single, in his mid-20’s, and owns a condo in a big city.  Last year, his 

net worth was $205,780.  What is it now and what does the change in net 
worth mean?

 SOLUTION:
 New net worth = assets – liabilities
                            = 673,180 – 432,600
 New net worth = $240,580
 This is better than last year, which
 means that his finances are improving.



Assignment:  pg 698 #2, 4, 5, 6, 10, finish intro. slide, auto 
expense slide, housing expense slide, food budget slide, and 
year-long budget spreadsheet (like page 678 Sample B), then 
create a cash flow spreadsheet (like page 691) for budget 
project

 2) 



Assignment:  pg 698 #2, 4, 5, 6, 10, finish intro. slide, auto expense slide, housing 
expense slide, food budget slide, and year-long budget spreadsheet (like page 678 
Sample B), then create a cash flow spreadsheet (like page 691) for budget project

 4)  Bob is retired and owns a home.  See his assets
and liabilities in the box shown.

 a)  Calculate Bob’s net worth.

 b)  Two years ago, Bob’s net worth was 
$650,000.  Last year, his net worth was 
$740,500.  What is the approximate percent 
of increase or decrease between two years 
ago and last year?

 c)  What is the approximate percent of 
increase or decrease between last year and 
this year?

 d)  Compare the values.  What do the 
changes imply?



Assignment:  pg 698 #2, 4, 5, 6, 10, finish intro. 
slide, auto expense slide, housing expense 
slide, food budget slide, and year-long 
budget spreadsheet (like page 678 Sample 
B), then create a cash flow spreadsheet (like 
page 691) for budget project

 5)  The Mountain View Consumer 
Counseling Service suggests that 
the monthly food budget be no 
more than 15%-30% of income.

 a) What is Laura’s total 
monthly food bill including 
dining out?

 b) What percent of her 
income is spent on food?

 c)  Is Laura below, in, or above
the recommended interval?



Assignment:  pg 698 #2, 4, 5, 6, 10, finish intro. slide, auto 
expense slide, housing expense slide, food budget slide, and 
year-long budget spreadsheet (like page 678 Sample B), then 
create a cash flow spreadsheet (like page 691) for budget 
project

 6)  Examine Laura’s nonmonthly expenses in #5.
 a)  Which month has the greatest expenses?

 b)  How might Laura prepare for those expenses?

 10)  Create a year-long budget for Laura’s information in #5 like 
Sample B on page 678.


