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Ch 18: The Practice of Financial Planning 
 

Financial Planner’s Pyramid of Knowledge  

 
 

Class 1, tape 1, index 2. 

We will cover a little bit of estate planning.  Also educational funding.   

External analysis, internal as well.   
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Other Designations Held by Financial Services Professionals 

 
Certified Financial Planner (Cfp) 
 
Chartered Financial Consultant (ChFC) 
 
Personal Financial Specialist (PFS) for CPA’s 
 
Chartered Life Underwriter (CLU) 
 
Chartered Financial Analyst (CFA) 
 
Certified Public Accountant (CPA) 
 

Other Licenses Held by Financial Service Professionals 

 
Attorney (JD) 
 
Insurance Agent 
 
Securities Analyst 
 
Registered Investment Adviser (RIA) 
 
Real Estate Broker 
 

Compensation Methods 

  Fee-only planners 
 

  Fee-based planner 
 

  Commission-based planners 
 

  Fees for assets under management 
 

  

The plan we will create is 

approximately a $2000 value. 
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CH 1: Intro. to Personal Financial Planning 
 

  The process, both artistic and scientific, of formulating, implementing, and 
monitoring multifunctional decisions that enable an individual or family to 
achieve financial goals 
 

  Involves the management of personal financial risks through cost benefit 
analysis   
 

  Capitalizes on personal and financial strengths while managing financial 
risks and weaknesses  
 

Part of this is an art form.  Refer to tape for assignment, must hand in.  Running the graph?  On 

website. 
 

 

 

Big Picture: 

  Where are you now? 

   

  Where do you want to go? 

   

  How do you get there? 
 

          The Financial Planning 
Process 

 
 

Must make assumptions but must then go back and se how your assumptions held up.  Then make 

adjustments.   
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Three Life Planning Phases 
 

  Asset Accumulation Phase 

 

  Conservation/Protection Phase, this is changing risk level for your stag of 
life. 
 

  Distribution/Gifting phase 

 

Typical Goals of Financial Planning 
 

  Increase discretionary cash flow (DCF) 
 

  Reduce debt, especially high interest debt 
 

  Provide protection against transferable risks 

 (medical costs, fire, liability, death) often involves insurance, right way right 
cost. 
 

  Create an emergency fund 
 

  Minimize taxes 
 

  Education funding, retirement, large purchase 
 

 

Examples of Objectives 
 

  Increase DCF by $10,000/yr.. Within 2 years 
 

  Purchase a $500,000 residence in 5 years 
 

  Retire at age 55 on 80% of pre-retirement income. 
 

Objective is not a goal.    DCF: discretionary cash flow. 
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Benefits of Financial Planning 
 

  Integrates the financial mission, financial goals, and financial objectives into 
one cohesive plan, plan puts it all together. 
 

  Identifies goals and develops plans for making them more likely to be 
achieved.  Look at alternatives. 
 

  Identifies risk exposures that could cause plan to fail, what can go wrong? 
 

  Gives more control over financial destiny 
 

  Allows for better strategic choices 
 

  Creates a framework for feedback, evaluation, and control 
 

  Establishes measurable goals and expectations 
 

  Develops an improved awareness of financial choices and how the 

INTERNAL and EXTERNAL environments affect those choices, you 

control internal, cannot control external. 
 

  Establishes rationality and reality and purges the client of “pie in the sky” 
ideas and wishful thinking 
 

  Brings financial order and discipline.  This involves changing behavior in 
order to meet goals.   
 

  Instills confidence that personal financial goals will be achieved 
 

  Identifies the changes in actions and behaviors necessary to accomplish 
financial goal 
 

  Provides a forum for rationalizing the need for change 
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Financial Success:  A Relative Concept 

  Financial success for a particular client is a relative concept; subjectivity 
tends to dominate the client’s thinking (I’m in great health, no need for life 
insurance) 
 

  Objectivity should dominate the planner’s thinking (what is the loss if he gets 
hit by a bus?) 
 

  Compare your financial success to a benchmark that is relevant to YOU 
 

 

  Financial success for a particular client is a relative concept; subjectivity 
tends to dominate the client’s thinking (I’m in great health, no need for life 
insurance) 
 

  Objectivity should dominate the planner’s thinking (what is the loss if he gets 
hit by a bus?) 
 

  Compare your financial success to a benchmark that is relevant to YOU 
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Does Income = Wealth? 

  There are huge variations of wealth at all income levels 
 

  Income differences explain just 5% of wealth disparities 
 

  “Chance events” (inheritances, medical bills, # of children etc.) explain 4%  
 

  Investment choices: 8% of disparity 
 

  HOW MUCH families chose to SAVE was the difference!  This accounts 
for the vast amount of difference. 

 

  S. Venti- Dartmoth, D. Wise Harvard about 2001  
 

 

A Million Dollar Graph 

 
Shows the power of compound interest.  Missing one year in beginning (delaying) can cost > 

$100,000 at age 65.  The assumption is that returning 10% per year which he says is legit.   

Get a working version of this graph in case it is on exam.  Time is the key, amount in and interest 

rate secondary.   
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CH. 2: External Environment 
 

External Environment  

Effects Planning 

  Economic Environment: interest rates, inflation, unemployment 

 

  Legal Environment: COBRA, Social Security, Consumer Protection 

 

  Taxation Environment: Income, property, payroll, sales, transfer taxes  
 

  Social Environment: Life expectancy, status symbols, customs/beliefs 

 

  Technological Environment: Internet, investments  
 

  Political Environment: Government protectionism and regulation, 

political stability, Foreign policy 
 

 

Why Study It? 

  Scan for opportunities and threats to your plan 
 

  External trends and events play a significant role in our lives 
 

  It shapes the way we work, spend, save and think  
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External and Internal Environment Relationship 
 

 
 

 

 

 

 

Economic Environment: General Economy Concepts 
 

  Demand & Supply 
 

  Substitutes and complements 
 

  Diminishing marginal utility 
 

  Price elasticity 
 

  Equilibrium 
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Demand Curve: Quantity people are willing to buy 
 

  
 

 

Supply Curve: Quantity businesses are willing to sell 
 

 

 

 

 

 

 

 

 

 

 

 

 
  

Right now the old demand  curve does 

not apply, people want to hold on to 

their money. 
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Substitutes and Complements 
 

  Substitutes 

  Products that serve similar purposes 

  Chicken and turkey   

  Complements, such as thing which are consumed together. 

  Products consumed jointly 

  Peanut butter and jelly   
 

 

 

The Law of Diminishing Marginal Utility 

  As rate of consumption increases, enjoyment or use of additional units 
decreases ( you can only eat just so many deserts) 
 

Price Elasticity 

  For some goods (elastic), demand will change greatly with a small price 
change, probably these are non-essentials.  People can put off consumption. 

  Cars, boats, vacations 

  For other goods (inelastic), demand will change little with a large price 
change, such as home heating oil.  Can reduce a little but probably not that 
much. 

  Electricity, water 
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Equilibrium 
 

 
 

 

 

 

 

Business Cycle Components 

  Expansion phase; theory: expansion breads contraction and visa-versa. 

  Contraction phase 

  Peak point 

  Trough point 

  Externally generated: wars, migration, resource location, innovation 

  Internally generated: self generating -contraction breeds revival, this is what 
we are hoping for in 2009. 
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Hypothetical Business Cycle:  

Swings in total national output, income, employment 

 
 

Business Cycle and GDP 

 
 

Actual Business Cycle 
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The Economy and Inflation 

  Inflation: Avg.. 3%/yr.. increase in price levels, effects planning for a fixed 
income 
 

  Deflation: falling prices (poor economy?) 
 

  Disinflation: decline in rate of inflation 
 

  GALLOPING INFLATION: money quickly loses value, interest rates 50%+, 

people hoard goods, wealth redistributed from creditors to debtors. 
 

Measures of Inflation 

  Consumer price index: market basket of goods and services weighted by 
economic importance (% of budget) 
 

  Gross domestic product: value of ALL goods and services 
 

  Producer price index: wholesale index 
 

 

 

Monetary and Fiscal Policy 

  The Federal Reserve (Fed) Monetary policy responsibilities: 

  maintain long term economic growth 

  keep price levels in line with economic growth 

  maintain full employment 
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The Feds  Fiscal PolicyTools  

  Control supply of money; monetary policy can be used to assert control 

  Easy monetary policy: expand employment+  

  Tight monetary policy: reduce inflation+ 

  Methods of controlling money supply 

  Discount rate- borrowing rate for banks 

  Reserve requirements- for banks 

  Open market operations- BUYS gov. securities to increase money supply 
and reduce interest rates, SELLS gov. securities to reduce money supply and 
increase interest rates. 

  Fiscal Policy; debt management, deficit spending.  Sell debt to public 
through interest rates but rising interest rate causes economic shrinkage. 

  Taxation 
 

  Deficit spending: must sell debt securities (bonds+) to the public to finance 
taxation shortfall. Interest rates rise to make the increased supply of bonds 
attractive to investors. 
 

Nature of Interest Rates 

  Interest rate = price of money 
 

  Nominal interest rate = stated rate 
 

  Real interest rate = nominal rate adjusted for inflation 
 

 

Index Of Leading Economic Indicators. 
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Expansion and Recession 

  Expansion 
 

  High employment 
 

  High resource demand 
 

  Output > GDP average 
 

  Real interest rates highest at peak 
 

  Recession 
 

  High unemployment 
 

  Low resource demand 
 

  Falling real wages 
 

  Decreasing real interest rates lowest at trough 
 

Predicting the Cycles 

  Monitor GDP  

  under 2%= recession 

  over 4%= expansion 

  Index of Leading Economic Indicators. 

  Composite of 10 variables such as  

  new unemployment claims 

  new consumer goods orders 

  housing start permits 

  S&P 500 index 

  Money supply 

  index of consumer expectations 

  Declines for 3 consecutive months = slowdown 

  Does NOT predict stock movements-components are announced in 
advance at different times 
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External Environment- Legal Environment 

  Torts 

  Liability and negligence 

  a private wrong infringing on the rights of another: assault, libel, trespass, unintentional harm due 
to negligence 

  Consumer protection 

  Federal consumer protection laws 

  Bankruptcy laws 

  Worker protection 

  COBRA 

  Workers’ compensation, OSHA 

  nemployment compensation 

  Social Security  

  ERISA 

  COBRA 

  Financial institutions 

  Include Banks, Savings and Loan Associations, and Money Market  Mutual Funds, Stock 
Brokerage Firms 

  FDIC insurance 

  Insures deposits in most banks 

  Deposits owned in different names are insured separately (up to $100K, $250K for each name) 

  Does NOT insure securities 

Federal Consumer Protection Laws 

  Fair Packaging and Labeling Act 

  Equal Credit Opportunity Act 

  Fair Credit Reporting Act 

  Fair Credit Billing Act 

  Truth in Lending Act 

  Magnuson-Moss Warranty Act 

  Fair and Accurate Credit Transaction Act 
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Bankruptcy Laws  

  Chapter 7  
o liquidation of assets to satisfy creditors 
o balance of most debts discharged 

 

  Chapter 13 
o Payments to creditors are reduced according to an established plan 
o 2005 Bankruptcy Abuse Prevention Act forces more consumers into 

Chapter 13 and also increases protection for retirements (including IRAs 
up to $1M) 

 
 
 

Other External Factors 

  Social environment 

  increased life expectancy 

  acceptance or rejection of traditional status symbols and social institutions 

  Shifts in attitudes 

  Technological environment 

  access to investment info 

  electronic tax filing 

  Political environment 

  Foreign and domestic stability 

  deficits and future inflation 

  interest rates 

  Taxation environment 

  Shifts in tax burden 

  Changes in types and amount of taxes 

  2009 Tax Digest 
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Tax Card 2009 
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CH. 3: Communication & Internal Analysis 
 

What are the thought processes we go through when we decide to make a financial plan? 

 

 

Common Thinking Phases 

  Linear, may gt fusterated and give up. 

  Paradoxical, may become 
overwhelmed, feel that some goals 
are in conflict. 

  Abstract, apply education and 
encouragement we are given, 
begin to understand. 

  High cognitive  
 

 

 

 

 

 

 

 

 

 

 

Internal Analysis 

  Life cycle positioning; information about goals and behaviors, which financial 
risk are at play?  Will go through stages as stages of life change. 

  Attitudes and beliefs 

  Special needs 

  Financial positioning 

  Perception of financial situation 
 

 

 

 

  



FNCE 5610, Personal Finance  © H Guy Williams, 2009 

FNCE 5610, Personal Finance Lecture 1 Page 24  

Life Cycle Phases and Characteristics 

 

 
 

 

 

 

 

Life Cycle Phases 

  Asset accumulation phase 

  Conservation/protection phase 

  Distribution/gifting phase 
 

 

 

Attitudes and Beliefs 

  Risk tolerance levels: we will do a risk assessment 

  Savings and consumption habits 

  Views on employment, retirement, and leisure 

  Attitude toward government/taxation 
 

Get ahold of these ideas and build them into your financial plan. 
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Special Needs 

  Divorce: house sale, cash flow changes 

  Remarriage: additional dependents 

  Aging parents 

  Disabled dependents 

  Terminal illness 

  Nontraditional families 

  Career change and unemployment 
 

 
Financial Position 

  Analyzing the current financial position is time consuming 

  May need to access third parties for accurate information: CPA, employer, 
mortgage holder 

  The information may need to be adjusted or interpreted 

  Financial statements needed 
o Balance sheet 
o Income statement 
o Statement of change in net worth 

  Information Needed To Create These Statements 
o Assets: investments and personal 
o Liabilities: current and long term 
o Income: salary, bonuses, investment 
o Expenses: living, interest, taxes, insurance ++ 

 

 
He has posted some budget outlines, we must create our 

own budgets.  Check the ch 3 folder. 
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Financial Position: Other Information (cont.)  

  Insurance policies 

  Retirement plans 

  Wills and Trusts 

  Estate planning documents 

  Powers of attorney 
 

Need all these, some not until later. 

 

 

 

Subjective Perception of Financial Situation 

  How do THINK you are doing? 

  Your current knowledge of financial situation 

  Is it realistic? 

  Perceptions can effect planning 

  ASSIGNMENT: 

  Complete the “Personal Interview Assignment” posted on the web site under 
chapter 3 submit on 3/20/09 
 

 

Assignment 

  Start working on completing the “Personal Information” data forms  

  9 pages, posted in chapter 3 folder. In text as Appendix 3A 

  Use as starting point for developing you Personal Financial Plan 

  Complete the “Personal Interview Assignment” posted on the web site under 
chapter 3 submit on 3/20/09 
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Personal Interview Assignment 

 (See note below) 

Student Name_________________________                                           Please submit during class 

on 3/29/08 

An advantage to being in the financial planning business is the opportunity to work with many 

people of all ages and greatly varying circumstances. This vantage point allows a perspective on 

success or failure that most people rarely get to see. Some have taken control of their destiny while 

others await their fate whatever it may be. 

The purpose of the personal interview assignment is to help you gain insight into the personal 

successes and shortfalls that others have experienced. It is to help you discover what they would have 

done differently if they could do it all over again, and perhaps gain some valuable information for 

yourself. 

Below are some general questions designed to help you draw out real answers to difficult issues. 

There is no right or wrong answer, simply an opportunity to discuss lifeôs turning points with 

someone who has already traveled the road. 

These questions should be used with someone (or several people if you wish) who is at least 20 years 

older then yourself. 

 

1 Strongly disagree, 2 Disagree, 3 Neutral, 4 Agree, 5 Strongly Agree 

(Try not to limit answers to a 1-5 #, instead try and use them as conversation starters) 

 

1) I feel comfortable that the degree of financial risk I have taken is appropriate for my age and asset 

level. _____ (1-5) 

2) I should have started saving more money earlier, even if it meant sacrifices _____(1-5). 

 

3) I have specific written goals for my coming years and I can monitor my progress   ____(1-5). 

 

4) I feel comfortable that I will have enough future income. _____(1-5). 

 

     5)  I feel Social security will be a significant part of my Financial Plan _______(1-5). 

 

     6) I feel comfortable with the balance I achieved between work and Family _____(1-5). 

 

7) If I could do my financial life over again the 1
st
 thing I would do differently 

       is______________________________________________________________ 

      

8) Add a question of your own: 

_______________________________________________________________________________ 

_______________________________________________________________________________ 

Your notes re: 

      Participantôs comments or 

observations__________________________________________________ 

      

_________________________________________________________________________________

_ 
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_________________________________________________________________________________

_ 

      

_________________________________________________________________________________

_ 

      

      Studentôs comments or 

observations:____________________________________________________ 

      

_________________________________________________________________________________

_ 

      

_________________________________________________________________________________

_ 

      

_________________________________________________________________________________

_ 

Participants: 

Approximate Age_____, Gender_____, Marital Status_____, 

Estimated Income: under 50K,  _______50-100K, _______100K+______ 

Estimated Net worth: under 500K______ 500-1M_______ 1M+_______ 

 

This is certainly not a scientific survey; it is only designed to attempt to provide you with some 

insight from a different point of view. 

Note: If this in any way bothers you, then it is not required to be completed. 
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Chapter 4: Personal Financial Statements 

(Preparation and Analysis) 
 
Financial Statements Provide Information  

  Financial resources available to satisfy goals and objectives 

  How resources were acquired (steady savings habit or inheritance) 

  What has been accomplished financially using these resources to date. 
Areas of strengths and weaknesses. 

  A scoring mechanism of financial performance 
 

 
Personal Financial Statements 
Personal statements use fair market asset valuation 

  Balance Sheet or Net Worth statement 

  Income and expense statement: will show Discretionary Cash Flow (DCF) 

  Statement of Changes in Net Worth 

 

 

 

Use of Financial Statements  

  By clients to benchmark goal achievement 

  By planners to help clients set financial direction 

  By creditors and lenders to make decisions to extend, continue, or call 
indebtedness 
 
 

CURRENT: list in chronological order. 

 

 
  



FNCE 5610, Personal Finance  © H Guy Williams, 2009 

FNCE 5610, Personal Finance Lecture 1 Page 32  

Balance Sheet Terms 
A financial snapshot at a moment in time  
  Assets: owned property listed by liquidity 

  Liabilities: money owed 

  Net worth= assets - liabilities 

 

 

Asset Categories and Classifications 

  Cash and cash equivalents 
o Liquid—easily converted to cash 
o Convert to cash within a year 

  Investment assets 
o Held for growth or income 

  Personal-use assets 
o Long-lived assets 
o Used to maintain quality of life 

 
Liability Categories andClassifications 

  Current liabilities 
o Credit card debt and unpaid bills 

  Long-term liabilities 
o Debts of larger assets 
o mortgages 
o student loans 

 
Valuation of Assets and Liabilities 

  Assets valued at fair market value 

  Liabilities represent principal owed 
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Sample Balance Sheet 
 

 
 

             Balance sheet example, use it! 
 

            Exhibit 4.6 in text is another example. 
 
 
Income and Expense Statement 

  Summary of client’s income and expenses over time, usually one year 

  Use to compare to budgeted financial goals 

  May be estimated in advance and used for budgeting or projections (pro-
forma) 

We begin by looking at their balance sheet. 
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Income Statement Terms 

  Income 
o Employment  
o Investments  
o Other (social security, pension) 

         Minus 
 

  Expenses 
o Fixed- car payment 
o Variable- utilities 
o Discretionary- entertainment  

        

         Equals 
 

  Savings or retirement plan contributions 
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Alternate 

  Income 
o Employment  
o Investments  
o Other (social security, pension) 

 

         Minus 
 

  Savings or retirement plan contributions  

         Equals amount available for: 
 

  Expenses 
o Fixed- car payment 
o Variable- utilities 
o Discretionary- entertainment  
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Sample Income Statement  
 

 
 
Statement of Changes in Net Worth 

  Summarizes non-cash flow changes in net worth not recorded on the 
income statement (credit card statement, check stub, food, clothing, 
entertainment,…) 
 
 
 
 

Statement of Changes in Net Worth Transactions 

  Changes in value of assets resulting from appreciation or depreciation 

  If an asset other than cash is exchanged for other assets 

  If assets other than cash are received by gift or inheritance 

  If assets other than cash are given to charities or noncharitable donees  
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Sample Statement of Changes in Net Worth 

 
 
Ratio Analysis—The Objective 
Objective of ratio analysis is twofold: 

  To gain additional insight into the financial situation and behavior  

  To generate questions to gain such insight 
 
Want to know if this information is good or bad, is it getting better or worse? 
 
 
 

Types of Ratio Analysis 

  Liquidity ratios—emergency fund ratio and current ratio 

  Debt ratios—total debt to net worth, long-term debt to net worth, debt to total 
assets, long-term debt to total assets, housing costs to gross income, housing 
and debt payments to gross income 

  Performance ratios—savings ratios and investment performance ratios 
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Emergency Fund Ratio 
 

 

Target of three to six months 

Example, you become unemployed, how long will your money last?  Can you handle an 
unplanned expense?  How many months can you keep going? 
 

Current Ratio 
 

 

Target of 1.0 to 2.0 

 
 

Lending Ratios 

  Housing costs (mortgage payment + property tax + homeowners insurance) 
to gross income 

  Target of ≤28%   

  Housing and debt payments (e.g., credit card, auto loan) to gross income 
o Target of ≤36%   

o Meet BOTH else ñSUB-PRIMEò rates (will pay a higher rate, 

they are basing on these ratios) 
  Current Assets
EFR=

Monthly Nondiscretionary Expenses
Current Assets

CR=
Current Liabililties
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Savings Ratios 
 

 
 

Target of 10% (age dependent) Payment on debt of an 
asset with an increasing value is savings (with a 

GUARANTEED ROR) 

 

Discretionarycash flow  Savings 

grossincome 



 

Target of 10%  
 
Savings ratio is after tax.   
 

Investment Ratios 
 

 
 

Target depends on age and objectives 
 

 
 
 

Any investment analysis must include a risk analysis (including 
in our project). 
 
 
 
 

Annual Savings
Rate of Savings =

Annual Gross Income
Income from Investments

Income on Investments =
Average Invested Assets
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Investment Assets to Gross income 
 

Investment assets

gross income  

 

Gives number of years of income assets could replace.  
Should be 10-20 at retirement with interest making up 

the rest. 
 

Vertical and Growth Analysis 

  Vertical analysis: 
o Balance sheet—each item presented as a percentage of total assets 
o Income statement—each item presented as a percentage of total income 

  Growth analysis: 
o Calculates the growth rate of certain financial variables over time using 
time value of money tools 
o Income growth (CPI +1% target) 
o Savings growth 
o DCF 

 
 
 

Limitations of Financial Statement Analysis 

  Inflation: must adjust when comparing different time frames so comparisons 
are done with “real” dollars 

  Use of estimates 

  Few benchmarks for individuals 
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Sensitivity Analysis and Risk Analysis 

  Sensitivity analysis allows manipulation of input variables by small 
increments to determine the effect on the ratio 

  Risk analysis examines the uncertainty of cash flows to the individual 
o investment risk: uncertainty on asset side 
o Financial risk: uncertainty of ability to pay liabilities 
 
What happens to the result if we change some of the inputs. 
 
 

Budgeting 

  Process of projecting, monitoring, adjusting, and controlling future income 
and expenditures 
o Savings and consumption habits 

  Simply gather all bank statements, checks, credit card statements and 
payroll stubs then create a spreadsheet of all expenditures by month and 
category  

  Budgeting Tools, including a formatted spreadsheet will be posted. 
 
 
 

Debt Management 

  Home mortgages 
o Fixed-rate mortgages 
o Variable-rate mortgages or adjustable-rate mortgages (ARMs) 
o Balloon mortgages 

  You NEED food you WANT prime rib 

  Save HARD for the 1st 10 years 

  Build an emergency fund- NOW 

  Don’t pay interest on anything that loses value 

  Reducing expenses saves AFTER TAX dollars . Those are the BIG dollars -
150% larger then Before tax dollars a 4% cut in spending is like a 6% raise!) 
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  PERSONAL FINANCIAL STATEMENT CONFIDENTIAL 
Personal Financial Statement as of ___________________   

     Ä E MAIL - Home  

NAME(S):   ____________________________     

     ___________________________________   E MAIL - Office  

 Ä   

HOME ADDRESS   ______________________   Social Security #  

     ___________________________________   Spouse’s Social 
Security # 

 

     ___________________________________     

HOME PHONE   ________________________   

    

 
Assets 

In Even 
Dollars 

 
Liabilities and Net Worth 

In Even 
Dollars 

Cash on hand and in Banks—See Schedule A $ Notes Payable:  This Bank—See Schedule A $ 

U.S. Government Securities—See Schedule B  Notes Payable:  Other Institutions—See     

Listed Securities—See Schedule B     Schedule A  

Unlisted Securities—See Schedule B  Notes Payable—Relatives  

Other Equity Interests—See Schedule B  Notes Payable—Others  

Accounts and Notes Receivable  Accounts and Bills Due  

Real Estate Owned—See Schedule C  Unpaid Taxes  

Mortgages and Land Contracts Receivable—  Real Estate Mortgages Payable—See   

   See Schedule D     Schedule C or D  

Cash Value Life Insurance—See Schedule E  Land Contracts Payable—See Schedule C or D  

Other Assets:  Itemize  Life Insurance Loans—See Schedule E  

  Other Liabilities:  Itemize  

    

    

  TOTAL LIABILITIES $ 

  NET WORTH $ 

TOTAL ASSETS $ TOTAL LIABILITIES AND NET WORTH $ 

 

 
Sources of Income 

In Even 
Dollars 

 
General Information 

Salary $ Employer 

Bonus and Commissions  Position or Profession No. Years 

Dividends  Employer’s Address 

Real Estate Income   Phone No. 

*Other Income:  Itemize  Partner, officer or owner in any other venture?    Ä No   Ä Yes 

  If so, explain: 

TOTAL $  

*Alimony, child support or separate maintenance payments need not  
Be disclosed unless relied upon as a basis for extension of credit.  If  Are any assets pledged?   Ä No   Ä Yes  Detail in Schedule A 

disclosed, payments received under Ä court order Ä written   

agreement Ä oral understanding. Income taxes settled through (Date) 

 

 

 
Contingent Liabilities 

In Even 
Dollars 

 
General Information (continued) 

As endorser, co-maker or guarantor $ Are you a defendant in any suits or legal action?   Ä No   Ä Yes 

On leases  If so, explain: 

Legal claims  Have you ever taken bankruptcy?   Ä No   Ä Yes  

Provision for federal income taxes  If so, explain: 

Other special debt, e.g., recourse or repurchase liability  Do you have a will?     Ä No   Ä Yes  With whom? 

  Do you have a trust?   Ä No   Ä Yes  With whom? 

TOTAL $ Number of dependents ______  Ages _______________ 
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Schedule A:  Banks, Brokers, Savings & Loan Association, Finance Companies or Credit Unions.  List here 

the names of all the institutions at which you maintain a deposit account and/or where you have obtained loans. 

Name of 
Institution 

Name on 
Account 

Balance on 
Deposit 

 
High Credit 

Amount 
Owing 

Monthly 
Payment 

Secured by 
What Assets 

       

       

       

       

       

 TOTAL  TOTAL    
 

Schedule B:  U.S. Governments, Stocks (Listed & Unlisted), Bonds (Govôt & Comm.), and Partnership 
Interests (General & Ltd.) 

Number of  Indicate:   Pledged 

Shares, 
Face Value 
(Bonds), or 

% of 
Ownership 

1.  Agency or name of company issuing security or name 
     of partnership 
2.  Type of investment or equity classification 
3.  Number of shares, bonds or % of ownership held 
4.  Basis of valuation* 

In Name of *Market 
Value 

Yes 
(3) 

No 
(3) 

      

      

      

      

      

      

  TOTAL    

*If unlisted security or partnership interest, provide current financial statements to support basis for valuation. 
 

Schedule C:  Real Estate Owned (and related debt, if applicable) 

Description of Title in  Date  Cost +  Present  Mortgage or Land Contract Payable 

Property or Address Name Of Acq. Improvements Mkt. Value Bal. Owing Mo. Payt. Holder 

        

        

        

        

        

  TOTAL      
 

Schedule D:  Real Estate:  Mortgages & Land Contracts Receivable (and related debt, if applicable) 

Description of Title in  Date  Balance Monthly Mortgage or Land Contract Payable 

Property or Address Name Of Acq. Receivable Payment Bal. Owing Mo. Payt. Holder 

        

        

        

        

        

  TOTAL      
 

Schedule E:  Life Insurance Carried 

Name of Company Face Amount Cash Surrender Value Loans Beneficiary 

     

     

     

     

TOTAL     

 



FNCE 5610, Personal Finance  © H Guy Williams, 2009 

FNCE 5610, Personal Finance Lecture 1 Page 44  

I/we have carefully read and submitted the foregoing information provided on all three pages of this statement to 
the Bank named above.  The information is presented as a true and accurate statement of my/our financial 
condition on the date indicated.  This statement is provided for the purpose of obtaining and maintaining credit 
with said Bank.  I/we agree that if any material change(s) occur(s) in my/our financial condition that I/we will 
immediately notify said Bank of said change(s) and unless said Bank is so notified it may continue to rely upon 
this financial statement and the representations made herein as a true and accurate statement of my/our financial 
condition. 
 
I/we authorize the Bank to make whatever credit inquiries it deems necessary in connection with this financial 
statement.  I/we authorize and instruct any person or consumer reporting agency to furnish to the Bank any 
information that it may have or obtain in response to such credit inquiries. 
 
I/we also hereby certify that no payment requirements listed herein are delinquent or in default except as 
follows; if ñNONEò so state. 

 

 
I/we fully understand that it is a federal crime punishable by fine or imprisonment or both to knowingly 
make any false statements concerning any of the above facts, pursuant to 18 U.S.C. Section 1014. 
 
 
 

Applicant’s  Date Social Date of  
Signature  _______________________________  Signed  ________  Security No.  ________ Birth  _______  

Spouse’s or    
Co-Applicant’s  Date Social Date of  
Signature  _______________________________  Signed  ________  Security No.  ________ Birth  _______  
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FAMILY MONTHLY BUDGET SCHEDULE
Yearly

January February March April May June July August September October November December Total

INCOME DESCRIPTION

Wages (takehome) - partner 1 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Wages (takehome) - partner 2 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Interest and dividends $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Miscellaneous $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

TOTAL INCOME $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

EXPENSE DESCRIPTION

            

Auto expense $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Auto insurance $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Auto payment $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Beauty shop and barber $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Cable TV $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Charity $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Child care $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Clothing $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Credit card payments $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Dues and subcriptions $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Electricity $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Entertainment and recreation $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Gas company $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Gifts $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Groceries and outside meals $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Health insurance $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Home repairs $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Household $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Income tax (additional) $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Laundry and drycleaning $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Life insurance $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Medical and dental $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Miscellaneous $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Mortgage payment $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Other debt payments $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Rent $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

School expenses $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Telephone bill $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Tuition $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Vacations $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Water $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

   Other $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

   Other $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

   Other $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

   Other $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

TOTAL EXPENSES $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

CASH (SHORT) EXTRA $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
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Budget Organizer  

Fixed Expenses -  Personal  

Monthly  Annual  

Housing:  Amount  Amount  

Mortgage/Rent Payment  $   $ 

Property Taxes  

Homeowners/Rent ers Insurance  

Transportation:  

Car Payment  

Automobile Insurance 

Parking/Tolls/Bus/Train  

Loans:  

Credit Card Payments 
Personal Loan Payments  

Personal Insurance:  

Life Insuran ce Premiums  
Disability Income Insurance Premiums 

Health Insurance Premiums 

Dental/Vision Insurance Premiums  

Taxes:  

Federal Income Taxes  

State Income Taxes 

FICA/Self -Employment Taxes  

Personal /Family:  

Child Care Expenses  

Education/School Expenses (tuition/fees) 

Household Help  

Membership/Professional Dues  

Savings/Investments:  

Personal Savings/Investments 

Education Savings  

Retirement Savings  

Other Fixed Expenses:  

Total Fixed Expenses  $ $ 

Budget Organizer  1  
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Variable Expenses -  Personal  

Monthly  Annual  

Housing:  Amount  Amount  

Utilities (electricity, gas, water)  $  $ 

Telephone/Internet  

Home Repair/Maintenance  

Household Goods/Furnishings  

Transportation:  

Fuel  

Auto Repair/Mai ntenance 

Parking/Tolls/Bus/Train  

Personal/Family:  

Food/Personal Care Items  
Clothing  

Laundry/Dry Cleaning  
Doctor/Dental/Prescription Drug Expenses 

Gifts/Charitable Contributions  

Entertainment:  

Cable/Satellite TV  
Dining Out  

Movies/Sporting Events 

Babysitter  
Hobbies  

Vacation/Travel  

Other Variable Expenses:  

Total Variable Expenses  $ $ 

Total Pers onal Expenses  

Monthly  Annual  
Amount  Amount  

Total Fixed Expenses  $   $ 

Total Variable Expenses  

Total Personal Expenses  $ $ 
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Fixed and Variable Expenses -  Business  

Monthly  Annual  
Amount  Amount  

Rent/Mortgage Payment  $  $ 
Salaries  

Employee Benefits  

Telephone/Internet  
Insurance  

Transportation/Fuel Expenses 

Travel  

Tax/Accounting/Banking Services 

Advertising/Promotions  

Printing/Stationary/Postage 

Business Entertainment  

Professional/Association Dues  

Other Business Expenses:  

Total Business Expenses  $ $ 

Total Expenses  

Monthly  Annual  
Personal:  Amount  Amount  

Total Fixed Expenses  $ $ 

Total Variable Expenses  $   $ 

Business:  

Total Expenses  $ $ 

Total Expenses  $ $ 

© VSA, LP All rights reserved (cw -01 ed. 01 -08)  
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