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	ACTIVITY
	MATERIALS

	Individual or Pairs
	Activity handout; calculator

	30 MINUTES
	


OBJECTIVE

Students will construct a budget based on a simplified scenario.

STANDARDS

Spending and Saving Standard 1: Develop a plan for saving and spending.

• Discuss the components of a personal spending plan, including income, planned saving, and expenses.

PROCEDURE

1. Introduce the activity and review the key terms with your students.

2. Distribute the student activity sheet and budget form.

3. Lead students to create a zero-based budget using the information provided in the scenario. You may want to encourage students to review the information in the student text Chapter 1 (Lesson 3) related to budgeting.

KEY TERMS

Zero-Based Budget: A cash-flow plan that assigns an expense to every dollar of your income so that the total income minus the total expenses equals zero Fixed Expenses: Expenses that remain the same from month to month
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Variable Expenses: Expenses that vary or change from month to month
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Roth IRA: A type of retirement account that grows tax-free
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Home Owners Association (HOA) Fee: A monthly or yearly fee required in some communities to provide benefits (such as a pool, tennis courts, or landscaping) for the residents
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DIRECTIONS: Read the following scenario and then complete the three parts of the activity to help Steve and Sue manage their budget.
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SCENARIO

Steve and Sue have been married for five years. He works outside the home while she stays at home with their one-year-old daughter. They do not have credit cards, and they make a point of saving up and paying cash for all of their purchases. They own two paid-for cars that they’ve had since college. Since they both graduated from college debt free and already have a fully funded emergency fund, they have started investing for retirement ($312/month to a Roth IRA) and their daughter’s college fund ($150/month). Additionally, they are saving $300 per month to pay cash for their next car.

PART 1

Imagine that you are sitting in on Steve and Sue’s budget meeting where they are trying to figure out how best to spend their money. Write the following fixed and variable expenses into the budget form. Then, calculate how much money is left over. Allot the remaining money into whatever categories you think would be wise, or even fun, uses of that money. You must make a plan for all of the money, leaving a zero balance. Remember to consider the opportunity cost of your decisions and whether something is a want or a need.

Note: You cannot change the fixed expenses. (Some of the fixed expenses include predetermined figures related to savings and investing. Consider these as automatic transfers into saving/investing.) For some of the variable expenses, you need to make sure you are planning enough money in each category to last to the end of the month (such as gas and groceries).
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FAMILY BUDGET WORKSHEET


	INCOME
	
	AMOUNT

	
	
	

	TOTAL MONTHLY NET INCOME:
	$3,900

	
	
	

	SAVINGS
	
	

	
	

	PERSONAL SAVINGS
	$

	
	
	

	CAR FUND
	$300

	
	
	

	COLLEGE FUND
	$150

	
	
	

	OTHER
	$

	
	
	

	SAVINGS TOTAL
	$450

	
	
	

	EXPENSES
	
	

	
	

	MORTGAGE/RENT
	$858

	
	
	

	HOA FEES
	$25

	
	
	

	MISC HOME FEES
	$

	
	
	

	HOME MAINTENANCE
	$

	
	
	

	HOUSING COSTS TOTAL
	$883

	
	
	

	UTILITIES
	
	

	
	

	ELECTRICITY/GAS/WATER TOTAL
	$150

	
	
	

	GAS
	$

	
	
	

	WATER
	$

	
	
	

	SEWER
	$

	
	
	

	TV/INTERNET
	$120

	
	
	

	HOME PHONE
	$40

	
	
	

	CELL PHONE
	$160

	
	
	

	UTILITIES TOTAL
	$470

	
	
	

	VEHICLES
	
	

	
	
	

	CAR INSURANCE
	$120

	
	
	

	GASOLINE
	$150

	
	
	

	REPAIRS/MAINTENANCE
	$

	
	
	

	VEHICLES TOTAL
	$270

	
	
	




FOOD

	GROCERIES
	
	$546

	
	
	
	

	RESTAURANTS
	
	$200

	
	
	
	

	OTHER:
	
	$

	
	
	
	

	FOOD TOTAL
	
	$746

	
	
	
	

	PERSONAL
	
	
	

	
	
	

	CLOTHING
	
	$

	
	
	
	

	ENTERTAINMENT
	
	$100

	
	
	
	

	PERSONAL ITEMS
	
	$

	
	
	
	

	HAIR AND NAILS
	
	$

	
	
	
	

	OTHER:
	
	$

	
	
	
	

	OTHER:
	
	$

	
	
	
	

	PERSONAL TOTAL
	
	$100

	
	
	
	

	MISCELLANEOUS
	
	
	

	
	
	

	VACATION/LARGE PURCHASE FUND
	
	$100

	
	
	
	

	RETIREMENT/ROTH IRA
	
	$312

	
	
	
	

	OTHER:
	
	$

	
	
	
	

	OTHER:
	
	$

	
	
	
	

	OTHER:
	
	$

	
	
	
	

	MISCELLANEOUS TOTAL
	
	$412

	
	
	

	
	
	

	TOTAL EXPENSES CATEGORIES
	
	$3,331

	
	
	
	

	
	
	
	

	ZERO-BASED BUDGET
	
	
	

	
	
	

	TOTAL INCOME
	
	$3,900

	
	
	
	

	TOTAL EXPENSES
	(MINUS) -
	$3,331

	
	
	
	

	BALANCE
	
	
	$569 LEFT


Continued on Next Page
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PART 2

Calculate the percentages of their budget that Steve and Sue are spending for these major expense categories. (Hint: To find the percentage, divide the dollar total in each category by the total net income—$3,900—and then move the decimal two spaces to the right.)

Mortgage:
$858 / $3,900 = .22 → 22%


Retirement fund (Roth IRA):
$312 / $3,900 = .08 → 8%


Groceries:
$546 / $3,900 = .14 → 14%


PART 3

When managing your personal finances, you must be able to distinguish between wants and needs. If there is ever a need to cut spending in your budget, you can simply drop or reduce certain items from your budget.

Identify which items in Steve and Sue’s budget are needs and which items are wants. Write the monthly expense for each of the “needs” in the far right column. For the “wants,” put a zero for the monthly expense. Two of the items have been filled in for you as an example.

(Note: Most students will view cell phones as a need; therefore, we have listed them as such in the answer key. Discuss with your students whether cell phones constitute a need or a want in today’s world. You may also have the same discussion on the topic of a home phone and Internet service. These items will impact total budget needs.)


NEEDS
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                 WANTS                 [image: image2]             MONTHLY COST

Mortgage

HOA fee

CAR INSURANCE

CELL PHONES



$858

$25

$120

$160

	CABLE TV/INTERNET?
	0
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	NEEDS
	
	
	WANTS
	
	MONTHLY COST

	
	
	
	
	
	

	HOME PHONE?
	
	
	
	
	

	
	
	
	
	
	

	ROTH IRA
	
	
	
	
	

	(*Note: Since this amount is a percentage of the income, the amount would change with income.
	$312

	However, for the sake of simplification, we have kept it the same.)
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	COLLEGE FUND
	0

	
	
	
	
	
	

	
	
	
	CAR SAVINGS
	0

	
	
	
	
	

	
	
	
	VACATION/LARGE PURCHASE SAVINGS
	0

	
	
	
	
	
	

	GROCERIES
	
	
	
	$546

	
	
	
	
	
	

	GASOLINE
	
	
	
	$150

	
	
	
	
	
	

	ELECTRIC/GAS/WATER
	
	
	
	$150

	
	
	
	
	
	

	
	
	
	ENTERTAINMENT/RESTAURANTS
	0

	
	
	
	
	
	

	PERSONAL ITEMS
	
	
	
	
	*STUDENTS SHOULD USE WHATEVER

	
	
	
	
	
	AMOUNT THEY BUDGETED FOR THIS ITEM

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	**STUDENTS SHOULD USE WHATEVER

	CLOTHING
	
	
	
	
	AMOUNT THEY BUDGETED FOR THIS ITEM;

	
	
	
	
	
	point out that while clothing is a need, there are ways to cut down on the expense (i.e. shopping at

	
	
	
	
	
	

	
	
	
	
	
	discount stores and buying non-brand-name clothing)

	
	
	
	
	
	

	CAR MAINTENANCE
	
	
	
	
	*STUDENTS SHOULD USE WHATEVER

	
	
	
	
	
	AMOUNT THEY BUDGETED FOR THIS ITEM

	
	
	
	
	
	

	
	
	
	
	

	
	
	
	HOUSEHOLD ITEMS/DECOR
	0

	
	
	
	
	
	

	HOME MAINTENANCE
	
	
	
	
	*STUDENTS SHOULD USE WHATEVER

	
	
	
	
	
	AMOUNT THEY BUDGETED FOR THIS ITEM

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	TOTAL TAKE-HOME PAY NEEDED
	$2,321
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KEY TERMS

Zero-Based Budget: A cash-flow plan that assigns an expense to every dollar of your income so that the total income minus the total expenses equals zero Fixed Expenses: Expenses that remain the same from month to month


Variable Expenses: Expenses that vary or change from month to month


Roth IRA: A type of retirement account that grows tax-free


Home Owners Association (HOA) Fee: A monthly or yearly fee required in some communities to provide benefits (such as a pool, tennis courts, or landscaping) for the residents


DIRECTIONS: Read the following scenario and then complete the three parts of the activity to help Steve and Sue manage their budget.


SCENARIO

Steve and Sue have been married for five years. He works outside the home while she stays at home with their one-year-old daughter. They do not have credit cards, and they make a point of saving up and paying cash for all of their purchases. They own two paid-for cars that they’ve had since college. Since they both graduated from college debt free and already have a fully funded emergency fund, they have started investing for retirement ($312/month to a Roth IRA) and their daughter’s college fund ($150/month). Additionally, they are saving $300 per month to pay cash for their next car.

PART 1

Imagine that you are sitting in on Steve and Sue’s budget meeting where they are trying to figure out how best to spend their money. Write the following fixed and variable expenses into the budget form. Then, calculate how much money is left over. Allot the remaining money into whatever categories you think would be wise, or even fun, uses of that money. You must make a plan for all of the money, leaving a zero balance. Remember to consider the opportunity cost of your decisions and whether something is a want or a need.

Note: You cannot change the fixed expenses. (Some of the fixed expenses include predetermined figures related to savings and investing. Consider these as automatic transfers into saving/investing.) For some of the variable expenses, you need to make sure you are planning enough money in each category to last to the end of the month (such as gas and groceries).
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FAMILY BUDGET WORKSHEET


	INCOME
	
	AMOUNT

	
	
	

	TOTAL MONTHLY NET INCOME:
	$

	
	
	

	SAVINGS
	
	

	
	

	PERSONAL SAVINGS
	$

	
	
	

	CAR FUND
	$

	
	
	

	COLLEGE FUND
	$

	
	
	

	OTHER
	$

	
	
	

	SAVINGS TOTAL
	$

	
	
	

	EXPENSES
	
	

	
	

	MORTGAGE/RENT
	$

	
	
	

	HOA FEES
	$

	
	
	

	MISC HOME FEES
	$

	
	
	

	HOME MAINTENANCE
	$

	
	
	

	HOUSING COSTS TOTAL
	$

	
	
	

	UTILITIES
	
	

	
	

	ELECTRICITY/GAS/WATER TOTAL
	$

	
	
	

	GAS
	$

	
	
	

	WATER
	$

	
	
	

	SEWER
	$

	
	
	

	TV/INTERNET
	$

	
	
	

	HOME PHONE
	$

	
	
	

	CELL PHONE
	$

	
	
	

	UTILITIES TOTAL
	$

	
	
	

	VEHICLES
	
	

	
	
	

	CAR INSURANCE
	$

	
	
	

	GASOLINE
	$

	
	
	

	REPAIRS/MAINTENANCE
	$

	
	
	

	VEHICLES TOTAL
	$

	
	
	






FOOD

	GROCERIES
	$

	
	
	
	

	RESTAURANTS
	$

	
	
	
	

	OTHER:
	$

	
	
	
	

	FOOD TOTAL
	$

	
	
	
	

	PERSONAL
	
	
	

	
	

	CLOTHING
	$

	
	
	
	

	ENTERTAINMENT
	$

	
	
	
	

	PERSONAL ITEMS
	$

	
	
	
	

	HAIR AND NAILS
	$

	
	
	
	

	OTHER:
	$

	
	
	
	

	OTHER:
	$

	
	
	
	

	PERSONAL TOTAL
	$

	
	
	
	

	MISCELLANEOUS
	
	
	

	
	

	VACATION/LARGE PURCHASE FUND
	$

	
	
	
	

	RETIREMENT/ROTH IRA
	$

	
	
	
	

	OTHER:
	$

	
	
	
	

	OTHER:
	$

	
	
	
	

	OTHER:
	$

	
	
	
	

	MISCELLANEOUS TOTAL
	$

	
	

	
	

	TOTAL EXPENSES CATEGORIES
	$3,331

	
	
	
	

	
	
	
	

	ZERO-BASED BUDGET
	
	
	

	
	

	TOTAL INCOME
	$

	
	
	
	

	TOTAL EXPENSES
	(MINUS) -  $

	
	
	
	

	BALANCE
	$
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PART 2

Calculate the percentages of their budget that Steve and Sue are spending for these major expense categories. (Hint: To find the percentage divide the dollar total in each category by the total net income—$3,900—and then move the decimal two spaces to the right.)

Mortgage:


Retirement fund (Roth IRA):


Groceries:


PART 3

When managing your personal finances, you must be able to distinguish between wants and needs. If there is ever a need to cut spending in your budget, you can simply drop or reduce certain items from your budget.

Identify which items in Steve and Sue’s budget are needs and which items are wants. Write the monthly expense for each of the “needs” in the far right column. For the “wants,” put a zero for the monthly expense. Two of the items have been filled in for you as an example.


	NEEDS
	
	WANTS
	
	MONTHLY COST

	
	
	
	
	

	Mortgage
	
	
	$858

	
	
	
	
	

	HOA fee
	
	
	$25
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NEEDS
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