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PERSONAL BUDGET
	5

	You need to decide your level of drawings [the money you take out of the business to live] which meets your needs yet ensure the business is viable. It is prudent to take only the minimum figure needed to cover your personal needs. As the business grows and sustains the higher level of income, your drawings can increase without jeopardising the business.

An easy method to calculate your annual living costs and commitments is to use a budget planner and a simple template has been attached to the module.

Suggestions to help you complete the planner are:

a) Consider each heading which is applicable to you and identify your typical outgoings for each item of expenditure and whether you pay it weekly, monthly or annually.

b) Items currently being paid on your behalf e.g. housing benefit/council tax should be entered as commitments. However, dependent upon your level of actual self-employment income, these benefits may still be paid.
c) Multiply weekly amounts by 52 and monthly amounts by 12 to give the annual expenditure for each relevant item and enter in the end column

d) Ensure you do not underestimate or omit anything and allow up to 10% for unexpected expenses which are bound to occur.

e) Once all entries have been completed you now need to:

· Add up the items to give your anticipated expenditure for the year and enter in "a".
· Enter in "b" other household income e.g. Child Allowance or partner's income.
· Subtract "b" from "a" to give you a minimum drawings requirement for the year. 

f) You will now have the minimum personal budget figure which can be entered in to your cash flow as drawings. Your cash flow will show the amount by month which means you need to divide the annual amount by 12.
It may also be necessary to make a provision in the cash flow for tax and National Insurance which are treated as personal not business expenses.  Your business adviser will advise.
ACTIVITY

Calculate your personal budget and the drawings amount that you need to take out of the business and enter it on to your cash flow forecast. 
The anticipated time for this activity is between 5 and 10 hours.

	__________________personal budget_________________
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