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DEFINITE QUESTION EVERY YEAR! 

USUALLY QUESTION 1! 
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Budgeting is a way of planning your future expenditure and savings to ensure 

that it is less or equal to your income.  

 

People prepare budgets for many reasons: 

1. Helps people think about how they will spend their money 

2. Helps people to live within their means 

3. Helps people to save money 

4. Helps people to see future income and expenditure 

5. Shows if people need to change their spending habits 

 

When doing the budget question in the exam it is important to realise that quite 

a few of the marks are given for the final 3 rows. 

 

 
The opening cash will always to be given at the start of the question and can be 

written down straight away. 

 

INCOME 

Income is the money, goods or services a household receives either regularly or 

irregularly. Regular income includes: 

 Wages and salaries 

 Commission 

 State benefits such as the dole and child benefit 

 Interest on savings 

 

EXPENDITURE 

Expenditure means spending money on the goods and services we use. There 

are 3 types of expenditure: 

 Fixed (Amount doesn’t change e.g., Mortgage) 

 Irregular (Amount changes depending on use e.g. Groceries, bills) 

 Discretionary (Luxury items. Not needed for day to day living e.g. 

holidays, cinema, presents. 
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There are 4 types of budgets: 

1. 3/4/6 month budget 

2. Estimate Budget 

3. Comparison Budget 

4. Revised Budget 

 

1. 3/4/6 MONTH BUDGET 
 In every budget, the important information should be underlined. 
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2. ESTIMATE BUDGET 
 In these budgets, it’s important not to forget the figures for the first 3 months. 

 

 

 

 



 

7 

 

 

 

 

 



 

8 

 

3. COMPARISON BUDGET 
 In these budgets, it’s important not to forget the figures for the first 3 months. 

 

When the Casey household checked their Analysed Cash Book at the end of 
December 2008, they discovered that their actual income and expenditure for 

the 12 months differed from the budgeted figures due to the following: 
 

 The salaries of the Casey household decreased by 26%. 

 There are two children in the household. The monthly child benefit 
increased by €15 per child from 1 March 2008. 

 The actual interest received for the year was €260 less than budgeted. 

 The Casey household received €4,200 from the sale of their second car. 

 Mortgage payments increased from €850 to €955 per month from 1 July 

2008 and then decreased by €75 per month from 1 October 2008. 

 Car insurance was €210 less than budgeted. 

 The Casey household installed smoke alarms, so their house insurance 
was 5% less than budgeted. 

 Household costs were 12½ % greater than budgeted. 

 Car costs were €25 per month less than budgeted. 

 Clothing and footwear costs were €150 less than budgeted. 

 Light and heat costs were 22% greater than budgeted. 

 Health insurance was 13% greater than budgeted, due to an increase in 
charges by their insurance company. 

 Entertainment costs averaged €150 per month except for the three 
months of April, August and December, which averaged €300. 

 Due to a special birthday, presents cost an additional €300. 

 Holiday plans were changed and cost €2,600 less than budgeted. 

(B) 

 (i) How much had the Casey household budgeted to save during 2008? 

(ii) What was the budgeted closing cash at the end of 2008? 

(iii) What was the actual closing cash at the end of 2008? 

(iv) State by how much the Casey household’s Actual Total Expenditure differed 
from their Budgeted Total Expenditure. 

(v) Explain one possible reason why the health insurance company increased its 

charges. 

(C)  

(i) Outline two pieces of financial advice you would give the Casey household in 
light of the ‘Actual’ 2008 Budget. 

(ii) Give two reasons why the Casey household would prepare a budget. 
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INCOME  Budget  

Jan – Dec  

€  

Actual  

€  

Difference  

€  

Salaries  52,000  38,480  (13,520)  

Child benefit  3,600  3,900  300  

Interest  540  280  (260)  

Other  4,200  4,200  

TOTAL INCOME  56,140  46,860  (9,280)  

EXPENDITURE  

Fixed  

Mortgage  10,200  10,605  405  

Car insurance  670  460  (210)  

House insurance  580  551  (29)  

Subtotal  11,450  11,616  166  

Irregular  

Household costs  8,880  9,990  1,110  

Car costs  1,640  1,340  (300)  

Clothing and footwear costs  1,900  1,750  (150)  

Light and heat costs  3,100  3,782  682  

Health insurance  1,600  1,808  208  

Subtotal  17,120  18,670  1,550  

Discretionary  

Entertainment costs  3,000  2,250  (750)  

Presents  1,000  1,300  300  

Holidays  7,500  4,900  (2,600)  

Subtotal  11,500  8,450  (3,050)  

TOTAL EXPENDITURE  40,070  38,736  (1,334)  

Net Cash  16,070  8,124  (7,946)  

Opening Cash  2,225  2,225  

Closing Cash  18,295  10,349  

 

(B)  
(i) Budgeted to save 16,070  

(ii) Budgeted Closing Cash 18,295  
(iii) Actual Closing Cash 10,349  
(iv) Expenditure difference 1,334  

(v)  
Increase in claims.  

Increase in hospital/doctors/drugs charges.  
Increase in business administration costs.  
Fall in membership.  

Make more profit  
 

Q 1 (C)  
(i) Advice  
  

Cut down on expenditure on presents.  
Save on household cost by shopping around.  
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Limit, light and heat costs to a minimum.  
Get the best return on savings and on the closing cash/invest wisely.  

Consider trading down their house as the mortgage is huge/pay off mortgage  
Shop around for cheaper health insurance.  

 
(ii) Reasons  
  

To plan to live within their income/plan income and expenditure.  
To identify the main areas of expenditure.  

To identify expensive months  
To identify which months will have a surplus or deficit.  
To project the closing cash at the end of each month.  

Budgeting is the basis for good financial management.  
To support a loan application.  

 

 

4. REVISED BUDGET 
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