
Budgets Your Financial Road Map 

Budgets are your financial goals in a spreadsheet.  The budget is your roadmap to your financial 
success. When you look budgets like this, they are not going to be as boring. Budgets are one of 
the most important tools that you can use for your business, and I’m going to show you how easy 
they are to set up. We’re going to set up a budget in 10 minutes. Other ones are going to take a 
little longer, but if you want to do a basic budget to get you started in the process, we can get this 
whole thing wrapped up in about ten minutes. And then, we’re going to use this chapter to 
explain to you why budgeting is so important, and how you should really use the budgeting, 
because most people look at budget as a one-time event, and it's not, it's an ongoing process. 

Here's how budgets work at large companies. When I worked at the subsidiary of Sara Lee, the 
president of the subsidiary company had to submit a budget to the corporate executives and that 
budget was their operating goals. And management at the subsidiary was expected to deliver the 
results of the budget. So, at the end of the year, they said, this division had to make X number of 
dollars; let’s just say 10 million. And then they would create a budget to make that $10 million 
net income goal.  

Here is the most important thing about budgets; as soon as that budget was completed, approved 
by upper management, and printed, it was obsolete. And the reason why is, because your 
business environment had changed. The company I worked for made hotdogs and hotdogs 
contain beef, so the prices of beef are always changing. We have all heard about the commodity 
markets and how the prices change fast. Beef is listed on the commodity markets as live cattle 
futures, and here the price changes every second. So it is impossible for us to get the correct 
price of the beef for the cost of goods sold expense in our budget.  Also, it is impossible to 
predict exactly what your sales numbers will be in the future, you don't always make your sales 
numbers. Something always comes up, and there is always an obstacle in the way for you to 
make your budget numbers.  

The point is simple, no one can predict the future. So your budget will be off somewhere. So 
how do you get back on track? You have to make your financial goal. Well, you simply adapt 
and create a new budget to get you back to your financial goals of your original budget. You 
create a new budget called Out Look 0. This new budget includes your first month or so of your 
actual numbers and then you create a new budget for the remaining months of the year. With of 
course the 10 million dollar net income goal at the end. In other words, you revise the budget to 
get to your original net income goal. When the original budget was done, we would have to look 
at it, compare your actuals to your budget, and say, “Hey, we didn’t make our numbers.”  

This is how it works at large companies, if the president didn’t make his numbers that year, he 
would not get his bonus. I don’t know about you, but rich guys like their bonuses. And if he 
didn’t make it the second year, he got fired or pushed off to somewhere else. So, there’s a lot of 
pressure on him to make his numbers and here’s how they do it. So, if they don’t make their 
numbers for the first month, they would do then what we call Outlook 0; which the first column 
would be their actual numbers, and then they would re-budget to try to figure out how they’re 
going to get to their numbers. Whether they’re going to make changes to their sales numbers, 
change the prices of meat, or cut some staff, or cut some marketing expenses, whatever they had 



to do in order to make sure that they’re going to make that net income number at the end of the 
year. 

No one can accurately predict the future. And your business environment is going to change, so 
as soon as that budget is done, you print it off, and the ink dries, it’s obsolete already. So again, 
they would have to redo the budget so they can make their financial numbers, and they do it this 
about 6 or 7 times throughout the year in order to get their numbers. So budgeting is not a one 
budget for the year and you are done, no it is a process. The purpose of the budgeting process is 
for you to make your financial goals. Now, it sounds like lot of work, but it’s not.  

The budgeting process is a very deep ongoing financial analysis of your business. What most 
people do is just look at the financial statements. The problem with just looking at the financial 
statements is the finical statements are from the past. The budget is your projection of your goals 
of the future. The budget analyses is figuring out what happened compared to your goals. Then 
digging in deep to see what went right and what went wrong with your plans. Then digging 
deeper to find out all of the WHYS. Why did some things go right and why did somethings go 
wrong. Then you need to fix all of the items that went wrong and make sure all of the what went 
rights, continue to go right. 

So let’s get started and let me show how you can easily set up budgets on your company. Here 
are some QuickBooks budgeting examples. You can also purchase my online course for the 
video representation. We are going to show you two different ways to do this. 

1st Method 

This example is from QuickBooks 2015 Accountant Edition, any Pro Edition should work fine. 
We are going to create a Profit and Loss Month by Month like we did in the prior chapter. 

Step 1. Create a Profit and Loss Statement in QB. 



 

Step 2. Customize the Report. 

 Go to Customize the Report in top left of the report. 

 Click on Display columns by and change this to Month. 

 



Step 3. Change the date range for all of this year or last, which ever data you want to build the 
budget off of.  

 

 

Step 4 This creates a report with the P & L by month side by side. 
 

 



Step 5 Hit the report to Excel Spread Sheet. 

 

 

Now, what you have here is your entire year’s data by month in Excel. You got a 12-month 
budget right here. Now, it’s the prior year’s data, or a lot of this year’s depending on how you 
did it. This is a great guide to start your budget because you now have a working template in 
Excel and great historical data. 



This Spread Sheet cuts off so here are a few more screen shots. 

 

 



 

Now you save this budget and create a copy of the sheet within the Excel file. This way you save 
the original sheet without any changes, just in case you want to go back and review it. 

We will cover the Sales Budget in another chapter. For now, let’s focus on expenses. From here 
you have a budget populated with historical data. Next, you go line by line analyzing the data 
and changing the revenue or expenses based on your expectation of what you expect the expense 
or revenue to be.  

Something I would recommend but is not necessary is to remove the columns between the 
months. I find it much easier to work with the spreadsheet if the blank column is removed. This 
allows me to copy data from a month and paste it into the monthly columns. I like to round 
numbers to make them easier to enter into QuickBooks. Because when you are done with 
creating this budget in Excel, you will want to enter the data into QuickBooks Budget template. 
Plus, I will smooth them out. For example, if your office supply expense is $5,786 for the year 
and is as low as $100 one month and 800 another month, I would take the average of $500 per 
month for the budget. So in January, I would enter $500 and then copy it across the rest of the 
year. And this is much easier to do it you do not have that blank column between the months. 

An exception to deleting the columns is if you want to hide percentages in these columns. This 
will allow you to increase an expense for the month by a percentage. Using a formula you can 
increase the expense from one month to the next. For example, if you want to increase an 
expense by 5% from Jan to Feb, then you put in the blank column 1.05. So an expense in January 
of $100 would be $105 in Feb. You would put this formula in the Feb cell(+g15*h15). This 
assumes the expense is on line 15. You would use the line number of the expense you are 
changing. 



The nice thing about using the historical data is many items are not going to change much or at 
all. For example, your rent might not change. Your utilities will not change very much but are 
seasonal, so I would just round them to the next 5. So if January is 65.08, I would make 65.00 
and March is $48.08, I would round to $50.00. In this example, we have Telephone expense at 
4,018.67, unless you are expecting to add lines or phones I would smooth this out to $335.00 per 
month. 

The budgeting process for payroll is more complicated, and here is the easiest way to get it done 
and be pretty accurate.  Create another copy of the budget in the worksheet. Keep the header 
with all of the Months listed, then delete most of the rolls until you get to the Wages section. I 
would clear all of the cells below Wages- Unbillable and then add the employee’s name. Then 
you could just add the monthly salary or wages in each months’ column. Keep it this simple, if 
you expect to raise the salary or wage, just put the increased wage in the month you anticipate 
giving the raise. 

Payroll taxes are very complicated and are very difficult to make perfect in budgeting. The 
reality is that it is too complicated and extremely time consuming to make a perfect model for 
calculating payroll tax. So the simple and accurate enough model is simply 10% of wages. 

If you have an extensive Advertising campaign, you can create another sheet in the budget and 
list the advertising plans and amounts by month. Most people and look at the advertising line and 
just smooth it out based on the seasonality of their business or what they plan to do. 

Business License is not going to change much, you can pretty much go with the historical data 
with a little tweaking. Your car payment's not going to change unless you anticipate a new car. 
Your insurance isn’t probably going to change. We’ll leave that where it is. Mileage 
Reimbursement, about $20 a month. License and Registration, we’ll leave that. Repairs and 
Maintenance, something like that you’re probably going to want to smooth out. Because you're 
just not going to know when you are going to need to repair.  

Your seminars, we’re going to leave that the same because generally when you have a 
conference or a seminar, you know on your own business, but they’re generally going to be those 
times a year. General contributions, let's say he does one at the end of the year. Depreciation, this 
number you get from your accountant. I typically, when I budget, I don't put the depreciation in 
there because it’s a non-cash expense and you cannot control it, but that is up to you. 

Dues and subscriptions. There are only two items in this expense in our example. Most 
businesses will have some monthly reoccurring expense along with an annual subscription. I 
would go back to your report inside QuickBooks and see what the details of expense are.  

So, the idea is you can look back into your QuickBooks file and see what your data was. Then 
you can decide if you are going to need that expense this year. All you are doing is analyzing 
your numbers and saying, “Hey, are we going to do that this year?” and just planning things out. 
So, none of this stuff is really hard.  



All you are really doing here is focusing on your numbers and in the end, you're going to have a 
profit number. You are either going to like or dislike your end result, and if you don't like it then 
you’re going to tweak this budget to get to where you want to be. Maybe it’s raising your sales. 
Or maybe it’s cutting some expenses. Maybe you want to terminate an underperforming 
employee. 

 Method 2 

There is another way to do budgets within QuickBooks. Most of the QuickBooks Pro has a 
complete budgeting function built into it. There are many versions of QuickBooks but you can 
check to see if your version has budgets built in. If not you might have to upgrade. 

Let’s go over how you can set up budgets in QuickBooks. Let’s get started. 

This example is QuickBooks 2015 Accounting Version. 

From the Company Menu go to Planning & Budgeting and Set Up Budgets. 

 

 

This next illustration has a budget already in it. So just hit the Create New Budget button at the 
top left. 

 



 

Next, it will ask you which year you want to create the budget for. So select the year you are 
working on. 

 

This next screen is where it gets tricky. You are given two options: Create budget from scratch 
and Create budget from previous year’s actual data.  



Create the budget from scratch will create an empty template and look like below. This is just an 
empty spread sheet based on your chart of accounts. With this template, you would just enter the 
monthly data for your budget. If you created the P & L by month side by side as discussed at the 
beginning of this chapter, you would then enter the data in this template. It is a manual process, 
but if the amount of the expense is the same every month, you can hit the copy across button and 
QuickBooks would populate the entire row with the same number.  

Once you have entered all of your data you need to check to make sure you do not have any 
errors. You would do this by running the budget report to make sure the net income amount 
equals with your spread sheet budget. You would get the budget report by going to the Reports 
menu and going down to Budgets & Forecasts. 

 

 

Now let’s show you how to create this budget template but have QuickBooks populate it with the 
prior years’ data. This is a little tricky, so I am going to show you how to do this. The main issue 
is how to get the best data into the budget template. Here is the issue QuickBooks offers two 
choices. First create a budget from scratch, which we just covered. And secondly, create a budget 
from previous year’s actual data. This option automatically enters the monthly totals from last 
year for each account in this budget. 

Here is the problem. If you are creating a budget in the early part of the year like March, this is 
great because it will put last year’s data in the budget. But let’s say you are creating the budget 
for next year and it is October. The problem is it will pull the prior year’s data which is now very 
old. For example, let’s say it is October 2017 and you want to create a budget for 2018. When 
you select, “Create budget from previous year’s actual data” it will pull all of the 2016 numbers 
and populate the budget with 2016 data. You are three quarters into 2017, it would be much 



better if you could get January through September 2017 data to populate the budget. Using the 
2017 data is much newer than 2016 data and will create a much more accurate starting point for 
the 2018 budget. So how do you fix this? 

There is a very easy fix to this problem, change the date of your computer. Move the date of your 
computer into the next year. When you do this, you trick QuickBooks into thinking you are now 
in 2018 and it will populate your budget with the 2017 data. Now since you are only in October, 
you will not have any November or December data, but you can use the 2016 data and your 
expectations for these months. 

In summary, there are two different ways to create budgets in QuickBooks. First one is to just 
create a spreadsheet for the prior year P & L. Use this spreadsheet to create your new budget. 
Then input the data into a blank QuickBooks template. Secondly, populate the prior year data 
into the QuickBooks template. You might need to change the date of your computer to get the 
most recent data into your template.  

The whole purpose of budgeting is to set your financial goals. And compare your goals to your 
actual results. Then investigate the variances between your budget numbers and your actual 
numbers. Discover what went right and what went wrong. But most importantly, creating 
solutions and a plan to get you back on track to make your goals. This process will give you 
control of your business and how to adjust to your ever changing environment. 

 

Sales Budget 

This lesson is the third part of budgeting. Here is how you should budget your sales. This is a 
very important lesson because the chances are if you are wrong on your budget you will be 
wrong on your revenue side. The reason why is because we all are optimistic. We all want our 
revenue to be X and as entrepreneurs, we are always focused on the revenue and we are always 
very optimistic on our revenue. We are going to take it a step further here. The whole point of 
what I call the Sales Mix Budget is to get your revenue to where you want it to be. So we are 
going to do a detailed sales budget and when you compare your actual numbers to this budget, 
your sales budget, you will see where you are off, and then once you know where you are off 
you can make adjustments to get you to goal. So the Sales Budget is actually going to drive a lot 
of your decisions. For example, let’s say you are short on a particular item or particular service 
that you provide, what you will discover is ''I need to adjust my marketing to fix this''. You then 
can change your marketing to focus on the items/services you did not do well on.  

So, here is what I did, I created two sample budgets for us. Example one is if you are a 
professional company and you have clients. The client does this sales budget. I put down some 
numbers of what the client is projected to generate for us per month. This way you can compare 
what a particular client actually did to what you projected the client to do. 



 

This is rather simple to create if you have QuickBooks. All you have to do is run sales by 
customer summary and export it to excel. The one I created above is a simple one with just the 
client or customer total. I will show you how to do one step by step in QuickBooks and will also 
include projects. 

 

 



Once you create the report you will need to make some modifications. So click on the Customize 
Report button at the top left of the report. 

 

 

 

Next you want to change the Display columns by from Total to Month. Then you just pick a date 
range. I would pick a 12 month period. And you get the report below. 

 



 

You can also export your client list and you can drop in your numbers and it wouldn't take you 
too long to do this.  

 

 

Next, just export it out to Excel and you have your Sales Budget template by customer and by 
job. And it only took a couple of minutes to create this template. 



 

 

You can create a Sales Mix Budget the same for if you sell products. You would follow the same 
steps as creating the budget by customers in QuickBooks. Here is an example of sales budget 
mix by product. 

 

 



Then down below I created one by-product, so you can say okay, product 1 2 3 4 5 6 7 8, so I did 
a product sales budget.  

The purpose of the Sales Mix Budget is to determine where you deviated from your sales 
forecast. Once you see where you fell short of your expectations, then it is simply diving in to 
figure the why you fell short. After you figure out the why and what went wrong, then you figure 
out how to fix it. Do you adjust your marketing? Do you abandon the product for another? Do 
order more of the items that outperformed your budget? When you make this comparison, you 
will discover, what you sold compared to what you anticipated. It is much better to make your 
decisions on the facts instead what you perceived what happened. 

Let’s look at the XYZ Sales Mix Budget and do an example. So, let's say come February you 
only sold $1,000 of product 1 and your budget was $5,000. Why are you short the $4,000? Did 
your marketing campaign fail? Did you not have enough inventory? What was the reason you 
did not make your goal of $5,000? 

This is a very powerful tool. Having your projected sales broken out by item. Within a couple of 
minutes, you can see exactly what went right and what is not working according to your plan. 
Next, you dig into the details of all of the sales budget and ask yourself what happened and why 
did that happen. Why did this product do well, why did this product not perform? 

Maybe a shipment didn't go out, could be all kinds of reasons, we need to find out why.  Or 
maybe the product 8 instead of doing 800, it did 8000. Okay well, that is great news. So we need 
to shift more advertising to other products, or maybe we add more marketing to product 8, so we 
can really blow it out of the park.  

I typically only drop the total number from my sales budget to the top line of the main budget. 
Always look to make things as simple as you can. You can always change the mix. The main 
point in this exercise is to see what you projected to sell and you compared it to what you did sell 
and find out what the variances are. Then do your best to figure out why you had variances and 
so you can properly fix your problems. Once you know the problems, you make your 
adjustments so, in the end you get to your financial goal. It's really that simple. The sales mix 
budget is a great tool. Find out what's going on with your sales and what you need to do to make 
adjustments. Again everything in financial analysis is what I projected to happen and what you 
actually did, and why.  

 

 

 

 

 



 


