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Income and Expense Statement
“Take Charge of Your Finances” Advanced Level
Do you know where your money is coming from and where it is going? The Income and Expense Statement is a
financial tool which helps you to look at your past transac ons to determine how you are earning and spending
your money.
The Income and Expense Statement lists and summarizes income and
expense transac ons that have taken place over a specific period of
me, usually a month or year. Whereas a statement of financial posi on
documents your present financial posi on and net worth, an Income and
Expense Statement documents your past financial transac ons; it tells
you where your money came from and where it went.
An Income and Expense Statement is an important money management tool. It will help you objec vely
evaluate past financial decisions. Evalua ng past financial decisions helps to improve your financial well‐being
by se ng goals, reducing money stress, and increasing net‐worth. An Income and Expense Statement includes
three components: income, expenses, and net gain or net loss.

Income
Income is money received. In addi on to working for pay, there
are several other types of income. Income may be divided into
three categories: earned, unearned and received from
government programs.

Earned income
Any money earned from working for pay such as:
Net Income
 Wages or salary before withholding ‐ The amount of
wages or salary you earn before any deduc ons are
taken out for taxes or other payroll deduc ons should
be recorded. This amount is known as your gross
income. It is important to record your gross income
and not your net income (take home pay) in the
income sec on, because taxes and other deduc ons are listed as an expense in the expense sec on.
 Commissions/ ps/bonuses – These are earned from working for pay and are also included as earned
income. Commissions are commonly earned by people that work in sales and are usually paid in addi on
to a wage or salary. Tips are commonly earned by those that work in customer service fields, such as
restaurant servers. Some people may receive a bonus, which is a sum of money in addi on to their wage
or salary.
 Tax refunds ‐ Tax refunds received from the government are considered earned income.
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Income, con nued
Unearned Income
Income received from sources other than employment such
as:
 Interest earned ‐ Any interest from depository ins tu on
accounts earned during the me period of the Income
and Expense Statement.
 Investment earnings – Any money earned from
investments during the me period of the Income and
Expense Statement.
 Sales of assets ‐ The amount of money earned from the
sale of an asset.
 Money from savings and investments – Any money from
savings and investments that was used to pay for
expenses during the me period.
 Scholarships/grants –Money received from scholarships
and grants from non‐government sources to help pay for
educa on.
 Money from others – Any money received from others,
such as friends and family.
 Child support – Money received from a parent to help
care for a child.

Received Income from Government
Programs
There are many diﬀerent government
programs that can oﬀer a form of income,
usually temporarily. Examples of
government programs include Workers’
Compensa on, Social Security, and
unemployment benefits. Scholarships and
grants may also be provided by the
government and can be included in this
sec on of income.
What forms of income do you have?

Expenses

An expense is money spent. Everyone’s expenses will be a li le
diﬀerent based on values, but all expenses can be divided into
the following categories: taxes, saving and inves ng, insurance,
housing, transporta on, food, and other.
Taxes:
 Includes income, payroll, and property taxes paid. Most
income and payroll taxes are deducted directly from a
person’s paycheck, so you may need to refer to your
paycheck stub to find the amount you pay. Property taxes
are included within the category that the tax applies, such
as housing and transporta on. Sales and excise tax are
included within the costs of the specific items listed on the
Income and Expense Statement.
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Expenses, con nued
Saving and Inves ng
Includes any money saved or
invested for future use. Savings is
the por on of current income not
spent on consump on. Invested
money commonly includes money
invested into a re rement account.
Some re rement accounts are
sponsored by employers, so the
amount invested is deducted directly
from a person’s paycheck and can
be found on a paycheck stub (just
like income and payroll taxes). It is
an expense when you are adding
money to savings or investments,
because it is income being saved for
future (not current) use.

Insurance
Insurance is a product that
transfers risk from an
individual to an insurance
company or organiza on.
Insurance helps pay for
large unexpected financial
losses. There are many
types of insurance, but the
most common are health,
property and liability
(purchased to cover losses
related to home and
automobile), life, and
disability.

Transporta on
There are two main types of transporta on that people rely upon:
public transporta on and a personal automobile. If you rely on public
transporta on, your expenses may include taxi, bus, or subway fares.
If you used a loan to purchase an automobile, you will have to make
a loan payment. Other expenses associated with a personal
automobile include fuel, license and registra on (due annually),
repairs and maintenance, and insurance (which is included in the
Insurance sec on).

Housing
There are many expenses associated
with housing. Perhaps the largest
housing expense is the monthly
payment that is made to either pay
rent or a mortgage (a payment to
pay oﬀ the loan used to purchase a
form of housing). In addi on to the
monthly payment, u li es such as
electricity, water, and garbage must
be paid. If you rent, some or all
u li es may be included within your
rent. Property taxes, maintenance
costs, and household furnishings
(furniture, decora ons) are other
costs associated with housing. Home
and renter’s insurance is another
housing‐ related cost that may be
included in the insurance category.
Food
The most common expenses
associated with food include items
from the grocery store, meals eaten
at restaurants, and snacks away
from home (such as soda or coﬀee).
In addi on to actual food items, this
category could include kitchen
supplies, such as dish soap and
napkins.

What are five expenses you currently have?
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Expenses, con nued

Other
There are many other items that people spend money on. These items
could include:
 Family member care is an expense if a person has children or other
dependents such as an elderly parent. This could include daycare costs
or allowances for children.
 Communica on and computers could include cell phones and internet
services.
 Medical costs not covered by insurance could include monthly
prescrip ons or over‐the‐counter medica ons.
 Clothing and personal care could include shampoo, toothpaste,
haircuts, cosme cs, laundry detergent, laundromat charges, etc.
 Educa onal expenses could include tui on for private schools or
higher educa on, private lessons or tutoring, supplies (paper, books,
pens, etc.), and dues to professional organiza ons.
 Pet care could include pet food, veterinary costs and medicine, toys,
grooming, and boarding.
 Entertainment varies for every person depending upon their values
and what they enjoy doing, but entertainment could include cable or
satellite television, movies, music, and vaca ons.
 Gi s and charitable contribu ons could include gi s to family
members or a dona on to a charitable cause.
 Credit costs could include addi onal payments towards liabili es not
included in other income and expense categories such as student loan
payments and credit card payments.

Each individual will have
diﬀerent values, needs and
wants that will determine
which expense categories
should be included in their
Income and Expense
Statement. This statement
should be customized to
reflect the individual or family.
The more specific your
categories are the greater
chance you have of including
all of your expenses.

What is one expense that
you could reduce or
eliminate today?

Tracking Income and Expenses
A wri en system is more accurate than a mental system. We can easily trick ourselves into thinking we earn
more than we do and we spend less than we do. With all of the possibili es for income and expenses tracking
them can be overwhelming and it is important to find a system that works well for you. Consider some of
these op ons for tracking your income and expenses:


Record in wri ng ‐ If you are crea ng an Income and Expense Statement for a shorter period of me (say
a month) you may be able to carry a small notebook and write down each source of income and expense
as it occurs.
 Smartphone ‐ If you own a smartphone, you could also use the notepad feature or another applica on to
record income and expenses.
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Tracking Income and Expenses, con nued


Keep receipts ‐ To track expenses, you could keep all of your receipts for a specific period of me.
 Depository ins tu on account statements ‐ If your depository ins tu on oﬀers online banking, the online
banking site will most likely include a record of all of your account statements. If you don’t have access to
this feature, then make sure to keep a record of the statements mailed to you every month.
 Money management computer so ware program ‐ If you use a money management computer so ware
program, such as Quicken, the program will create an Income and Expense Statement for you as long as
you have been diligent about entering your financial informa on into the program.

What method of tracking income and expenses would work best for you? Why?

Net Gain or Net Loss
Once you have tracked and recorded all of your income and
expenses for the me period desired, you will subtract your
expenses from your income. You want income to be greater
than expenses. This is known as a net gain and it means you
are making more than you are spending and therefore you
are living within your means. If you have a net gain you
have flexibility for unan cipated expenses and can use that
money for savings or other expenses. If your expenses are
greater than income, then you have a net loss and you are
spending more than you are making. For many people, the
money used to provide for the gap in income most likely
came from borrowing (credit). A net loss will make it
challenging to increase your net worth and therefore
become more financially secure. If you have a net loss on
your Income and Expense Statement then you will want to
make some changes to your spending or increase your
income. A spending plan (or budget) is the next of the three
financial tools that can help you plan your spending.

Income

Expenses

Net Gain or Loss

© Family Economics & Financial Educa on – May 2012 – Income and Expense Statement – Page 5
Funded by a grant from Take Charge America, Inc. to the Norton School of Family and Consumer Sciences Take Charge America Ins tute at The University of Arizona

