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Budget or Bust?

“What am I going to do?”

Carrie frantically called her best friend, Bethany. 

“My landlord just called to let me know my rent is going to increase $300.00 in the next two months! He said something about an increase in HOA fees and taxes, so he has to increase the rent. What am I going to do? I love this apartment!! It is close to work, close to my boyfriend, and has so many great amenities. With my student loans and other bills, I can’t afford to continue living here!” 

“Try to relax, Carrie” Bethany reassured her friend. “I’m in my car now. I’ll drive over and we can take a look at your budget to see where you can come up with the extra money.”

“Budget?” Carrie responded. “I...I...don’t have a budget.” Carrie was a little embarrassed to admit that although she lived on her own and recently graduated from college, she knew nothing about managing money. She has a good job and tries to save money each month, but at times ignores her finances because she gets easily frustrated and overwhelmed with them.

“I’ll help you.” Bethany said. “I’ll be there soon. Start getting your financial documents together.”

Bethany arrived within 30 minutes and was ready to help Carrie get started on creating her budget.

“In order to figure out if you can afford this increase in rent, you have to create a budget.” Bethany instructed. 

“But why?” Carrie questioned. “Can’t we just look at my bank account? I’m so frustrated already Bethany. I’m not sure I can do this.”


	Answer This:

1. What response should Bethany give to Carrie’s last question? Why create a budget?




2.  What documents and information will Bethany need to see in order to help Carrie create a personal budget?







Carrie recently graduated from college and has a full-time job working at a hospital close to her current apartment. She has had this job for one year and really enjoys it. She really wants to continue living in her current apartment because of its proximity to work, her boyfriend’s apartment, and all of the amenities it offers. Carrie’s parents live out of state and visit her multiple times during the year. She loves that she has a 2-bedroom apartment, so her parents (and other family members) can stay with her when they visit.

Bethany knows Carrie loves her current apartment and is certain that creating a budget will be very helpful to Carrie. The first step in creating a personal budget is to calculate income. Carrie is on salary and is paid bi-weekly, so her paychecks are the same each pay period. She logs online and pulls up her most recent pay stub for Bethany to view. 

Exhibit 1: Carrie’s Paystub
[image: ]

	Answer This:

3.  What information from Carrie’s paystub is important to know and use when creating Carrie’s budget?







Bethany explains that a budget is the foundation of personal finance. If Carrie wants to make better financial decisions, save more money, and continue to afford her apartment, she has to create and stick to a budget. Bethany is really good with money, lives by a strict budget, and was able to pay off her student loans in only four years! Bethany then explains that the next step in creating an effective budget is to track expenses. Carrie typically does this by saving all of her receipts and reviewing her bank statement for debit card transactions. She wonders if there is an app that would better help her track her expenses on a monthly basis. Bethany uses an app called Mint, but Carrie is not convinced it is the best one for her.

Exhibit 2: Screenshot of Bethany’s Mint Account
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	Answer This:

4.  Based on Bethany’s screenshot, what you do see as some of the benefits of this resource?






5.  What do you think are advantages of using an any app to track monthly expenses? What do you think are the disadvantages?







6.  Conduct a quick online search for budgeting apps. Create a list of 5 apps/resources that you found. Choose ONE from your list to research further. List details (and fees) of this app.




7.  What questions should Carrie find answers to before choosing to use any financial app?








Carrie uses her debit card for most purchases, so she can somewhat easily track her monthly spending by looking at her bank account transactions. Carrie prints her last bank statement, credit card statement, and pulls out her most recent receipts to give to Bethany. Bethany explains to Carrie that in order to create a budget and see where Carrie can find the extra money for her rent, they have to see where Carrie spends her money each month. 

Carrie loves to shop, so her clothing expenses are a bit high.  She charges an average of $300.00 per month on a credit card to her favorite store - Clothes, Clothes, Clothes.  Her minimum monthly payment on this account is approximately $20.00 (she must pay at least this amount each month, but strives to always pay it off in full). 

Exhibit 3: Carrie’s Bank Statement & Store Credit Card Statement
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	Answer This:
8. Analyze Carrie’s bank statement and credit card statement. How would you describe Carrie’s spending habits?







9. Do you think Carrie is frivolously in spending on clothing by charging an average of $300.00 to her store credit card? Or, is that a reasonable clothing budget? Explain your opinion.







10.  Create a list of Carrie’s fixed and flexible expenses.

	Fixed
	Flexible

	























	



11.  Carrie questions whether she should be paying her credit card in full each month. That $300.00 payment would help cover her rent increase. She questions whether she should start making minimum payments on her credit card and use the remaining money toward her rent. If you were Bethany, how would you respond? What advice would you give Carrie?






12.  Carrie and Bethany have a mutual friend, Allie, who is moving back to the area for a job. Carrie mentions the idea of taking on a roommate to help save money and compensate the rent increase.  Bethany explains that this will help with the cost, but there are several factors to consider before taking on a roommate. To help make a decision, Allie recently sent her this article on the pros and cons of having a roommate. Help Carrie generate a list of positive and negative reasons for having a roommate.












Before Carrie can make a decision on whether to take on a roommate, or where she can get the extra money for her rent, she has to create a monthly budget. Bethany and Carrie work hard at going over Carrie’s fixed and flexible expenses and generate the budget below.

Exhibit 4: Carrie’s Budget
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	Answer This:
13.  If Carrie decides to continue living on her own, how can she alter her monthly budget to pay for the $300.00 rent increase? Give specific suggestions.









14.  If Carrie decides to have her friend, Allie, move in as her roommate, how would this alter her current budget? Approximately how much money would that save Carrie per month? 







15.  Are there any other solutions Carrie and Bethany did not think of?







16. What do you think Bethany should tell Carrie to do in order to best handle the rent increase and stay in her apartment? Explain your answer. 
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Alltown Bank Page: 1of 1

Checking Account Statement Statement Period: 09/9/17 - 10/8/17
Date  Deseipton  Wihdmwals Deposs  Balance
9/917 Previous Balance 301.10
9/9n7 Lightening Gas & Electric 132,00 169.10
9/10117 Tony's Tacos 3155 137.55
9/10/17 Household Stuff and More 52.82 8473
912117 Remote Internet & Cable Co. 89.00 -427
9/12/17 Overdraft Fee 3400 -38.27
91317 Payroll Direct Deposit 1779.25 1,740.98
9/16/17 Fill Up Gas Mart 40.00 1,700.98
9/16/17 Coffee House 4.53 1,696.45
9/16/17 Hometown Grocery Mart 14888 154757
9/16/17 24 Hour Fitness Gym 80.00 1,467.57
917117 ‘The Movie House 40.00 1,427.57
9/18/17 Zippy's Oil Change 23.46 1,404.11
9/20/17 Italian Oven 3873 1,365.38
9/22)17 SaveDriving Auto Insurance 75.00 1,290.38
0/23)17 Cash Withdraw! 60.00 1,230.38
9/23)17 Super Fast Subs 1083 1,219.55
9/25/17 Clothes, Clothes, Clothes Credit Card 30000 91955
9/27)17 Payroll Direct Deposit 1779.25 2,698.80
9/27)17 Savings Transfer 20000 2,498.80
9/27)17 Top Dollar Investment Firm 350,00 2,148.80
9/28/17 Verizon 8137 2,067.43
9/30/17 Wells Fargo - car loan 25168 181575
10/1/17 SafeLiving Renter's Insurance 1500 1,800.75
10/1/17 City Apartments 900.00 90075
10/3/17 ‘Thoughful Gifts & More 4727 853.48
10/3/17 Fill Up Gas Mart 40.00 813.48
10/3/17 Household Stuff and More 5210 761.38
10/5/17 Rolling Bowling 40.00 721.38
107117 Stuffy's Pharmacy 30.00 69138
10717 Department of Education - student loan 262.50 42888

107117 Hometown Grocery Mart 201.48 227.40
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Clothes, Clothee, Clothee

Credit Card Statement

Account Number: 973-00-11
‘Statement Closing Date: 09/28/17

Credit Line: $2,000.00
Available Credit:$1691.70

Account Summary:

Previous Balance: $301.55 | Payment Information:

~Credits: $0.00

-Payments: $300.00 | New Balance: $308.30
+Purchases & Other Charges: $305.75 | Minimum Payment: $15.00
+Cash Advances: $0.00 | Minimum Payment Due: 10/25/17
+Finance Charge: $1.00

=NEW BALANCE $308.30

Rate Information:
You may pay your balance in fullat any time.
‘See reverse side of statement for more detals related to your account.
Minimum finance charge per statement period: $1.00

Type of Balance Corresponding Annual Days in Billing
Percentage Rate Cycle
Purchases 19.8% 25
Cash Advance 21.8% 25
Transactions:
Date Description Credits Charges
o125 Payment 300.00

101 Clothing Purchase $305.75
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Savings/Debt Payoff

Savings Account $200.00
Investments $350.00
Credit Card $300.00
Student Loans $262.50
Home

Rent/Mortgage $900.00
Taxes

Utilities $132.00
Phone Service $81.00
Cable TV Service $89.00
Maintenance Expenses

Insurance $15.00
Food/Sundries

Food $350.00
Personal Care ltems

Small Home Care Items $100.00
Personal

Clothes see credit card
Haircuts, Manicures

Dry Cleaning

Gym Membership $80.00

Budget Worksheet for CARRIE

Monthly Budget

Monthly Expenses

Transportation

Car Loan Payment $251.68
Driver's Insurance $75.00
Gasoline $80.00

Maintenance Expenses
License/Registration Fees

Bus/Subway Fares
Entertainment
Restaurant Meals $80.00
Events $80.00

Travel Expenses

Miscellaneous
Child Care Expenses
Gifts $50.00
Donations/Charities
Pet/Hobby Expenses
Education Fees

Health Care

Doctor & Dental Fees
Prescription Medicines $30.00
Other Insurance (health/life)

Other Expenses
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. COMPANYNAME |
COMPANY NANE EARNINGS STATEMENT

General Hospital 123 Main Street Big City, NY 98765 95220
EMPLOYEE NAME EMPLOYEE ID
Carrie Smith

PAY DATE
10/22/2017

10/1/2017 - 10/15/2017

CURRENT TOTAL

2,123.84 FICA MED TAX 585.12
FICA SS TAX 2,501.88
FED TAX 1,059.27
UT STTAX 2,401.00

GROSS WAGES

YTD CURRENT
YTD GROSS DEDUCTIONS YTD NET PAY CURRENT TOTAL DEDUCTIONS

40,352.96 6,547.27 33,805.69 2,123.84 344.59





