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Personal Budgets

Making a budget can help you to reach a financial goal, such as a large purchase.

Preparing to Make a Budget

7.1

NEW SKILLS: WORKING WITH INCOME AND EXPENSES
In this chapter, you will consider what income you might make and what it might cost

budget: a balanced

you to live. Will you have enough money to pay all your expenses? You need to make a

statement of projected

budget, an estimated plan of income and expenses. To do this, you have to consider:

income and expenses

•• Your income: Is it regular or does it vary? Variable income is income where the

amount changes over time and/or is not received on a regular basis (for example,
commissions, tips, or piecework).
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recurring expenses:

•• Your expenses: Which ones are recurring and regular (for example, car payments or

expenses that occur on a

rent), and which ones vary (for example, buying new clothes)? What are your

regular basis

possible unexpected expenses (for example, an emergency vet bill for a sick pet)?
•• Your savings: What do you want to save for?

For more details, see page 302 of MathWorks 11.

Example 1
Janice had the following income and expenses during the past month. Identify the
income and expenses. Classify the income as regular or variable, and the expenses as
recurring, variable, or unexpected.
Paycheque

A hard hat is an essential
piece of safety equipment
in many jobs.

$500.00

Gas

$34.86

Cell phone bill

$42.89

New boots

$189.54

Paycheque

$500.00

Birthday gift from
grandparents

$100.00

Car loan payment

$275.00

New hard hat for work,
to replace lost hat

$29.95

Eating out

$25.78

SOL U T ION

Separate the entries into two columns, income and expenses.
JANICE'S MONTHLY INCOME AND EXPENSES
Income

Expenses

Paycheque: $500.00

Gas: $34.86

Paycheque: $500.00

Cell phone bill: $42.89

Birthday gift from
grandparents: $100.00

New boots: $189.54
Car loan payment: $275.00
New hard hat for work, to
replace lost hat: $29.95
Eating out: $25.78

Chapter 7

Examine each item under income. The two paycheques look like they are regular
income, since they are both for the same amount. The birthday gift is variable
income, because it is not received regularly.
Recurring expenses would probably be the car loan payment and the cell phone bill.
Gas, new boots, and eating out are probably variable expenses. Buying the new hard
hat is an unexpected expense.
Sometimes it is not easy to classify items as regular or variable because it may
depend on usage.

BUILD YOUR SKILLS
1. Classify the following types of income as regular or variable, and explain your
reasoning.
Item

Classification

Reason

Semi-monthly paycheque
Birthday gift
Tips
Interest from investment
Tax refund

2. Classify the following expenses as recurring, variable, or unexpected. Explain your
reasoning.
Item
Rent
New shoes
Loan payment
Car repairs
Groceries
Meal at restaurant
Replacing broken cell phone
Car insurance

Classification

Reason

Personal Budgets
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3. Classify the following as income or expenses. Identify the income as regular or
variable and the expenses as recurring, variable, or unexpected.
Item

Income

Expense

Paycheque: $250.98
John’s birthday: $54.25
Commission: $75.00
Babysitting: $40.00
Paycheque: $123.42
Loan payment: $125.00
Donation to earthquake relief
fund: $25.00
Car insurance: $115.32
Savings: $50.00
Rent: $450.00
Cell phone bill: $45.00
Meal at restaurant: $56.76

Example 2
Carlos has made a list of his income and expenses for one month.
Income

Expenses

Semi-monthly paycheque

$539.92 Rent

$445.00

Semi-monthly paycheque

$539.92 Food

$195.00

Entertainment

$79.85

Utilities

$45.15

Transportation

$75.00

Clothing

$72.95

Cell phone bill

$47.95

Miscellaneous

$25.00

Chapter 7

Personal Budgets

333

a) He plans to put any extra income into a savings account. How much money does he
have to put into savings?
b) How much money can Carlos save over the course of one year?
c) What percentage of his income do Carlos’s savings represent?
d) Carlos hopes to buy a new computer in one year. He expects it will cost $1500.00.
How much more would he need to save per month to be able to afford it? Suggest
one way he could do this.
SOL U T ION

Computers get faster and

a) Calculate Carlos’s total income.

more efficient every year.
How often do you think

$539.92 + $539.92 = $1079.84
Calculate his total expenses.
$445.00 + $195.00 + $79.85 + $45.15 + $75.00 + $72.95 + $47.95 +
$25.00 = $985.90
Subtract expenses from income to calculate how much he could put
into savings.
$1079.84 – $985.90 = $93.94
Carlos can put $93.94 into a savings account.
b) Calculate his savings for one year.
$93.94 × 12 = $1127.28
After one year, Carlos will have $1127.28 saved.
c) In one month, Carlos earns $1079.84 and saves $93.94. Calculate what
percentage his savings are of his income.

		

$93.94 × 100 ≈ 8.7%
$1079.84
Carlos saves about 9% of his income.

you’ll need to buy one?
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d) The computer will cost $1500.00. Divide by 12 to find how much Carlos would
have to save per month.
$1500.00 ÷ 12 = $125.00
Calculate how much more this is than what Carlos is currently saving.
$125.00 – $93.94 = $31.06
To be able to afford the computer, Carlos will have to put $31.06 more into
savings each month.
Suggestions for how Carlos could save extra money:
•• Food and entertainment are variable expenses. He could spend less on them

per month and put more money into savings.
•• Clothing is a variable expense, so Carlos will probably not spend the same

amount each month. He can save some of this money for the computer.

BUILD YOUR SKILLS
4. Tonia has made a list of her income and expenses for one month. She will put any
extra income into savings. If she has an unexpected car repair that costs $243.25,
how much will she save this month?
Income

Expenses

Paycheque (week 1)

$450.00 Rent

$775.00

Paycheque (week 2)

$450.00 Groceries

$225.39

Paycheque (week 3)

$450.00 Renter’s insurance

$74.00

Paycheque (week 4)

$450.00 Clothing

$66.79

Entertainment

$47.59

Utilities

$84.00

Transportation

$250.00

Chapter 7

5. Franklin earns $2456.85 each month. He expects the following expenses
this month:
Expenses
Mortgage payment

$1250.46

Groceries

$250.00

Insurance

$135.76

Entertainment

$50.00

Utilities/phone

$245.00

Transportation

$250.00

Miscellaneous

$100.00

If he saves the rest, how much can he save in a year? What percentage of his income
does this represent?

6. Marion has the following monthly income and expenses. She puts any extra income
into savings.
Income

Expenses

Semi-monthly pay

$1037.72 Rent

$825.00

Semi-monthly pay

$1037.72 Utilities (phone, gas, hydro)

$110.00

Entertainment

$100.00

Loan payment

$150.00

Renter’s insurance

$25.00

Transportation

$225.00

Groceries

$275.00

Clothing

$100.00

Charity

$25.00

Miscellaneous

$50.00

After three months, Marion wants to buy a new TV that costs $1399.99. Will she
have enough saved to pay cash?
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Example 3
Rachelle’s budgeted income and expenses are shown below. She wants to replace her car
in one year. She expects that she will be able to sell her old car for $1500.00. Assuming
she saves any extra income, how much money will she have for a new car?
Income
Regular pay

Expenses
$1100.00 Rent

$500.00

Tutoring

$300.00 Utilities

$150.00

Babysitting

$250.00 Car Insurance

$125.00

A car is a big purchase;

Gas

$80.00

plan wisely for it.

Clothing

$100.00

Groceries

$175.00

Entertainment

$50.00

Miscellaneous

$25.00

SOL U T ION

Add to find her monthly expenses.
$500.00 + $150.00 + $125.00 + $80.00 + $100.00 + $175.00 + $50.00 + $25.00
= $1205.00
Add to find her monthly income.
$1100.00 + $300.00 + $250.00 = $1650.00
Subtract her expenses from her income.
$1650.00 – $1205.00 = $445.00
She should be able to save $445.00 per month.
Calculate her total savings after one year.
$445.00 × 12 = $5340.00
Add the amount she expects to earn from the sale of her car.
$5340.00 + $1500.00 = $6840.00
Rachelle will have $6840.00 saved for her new car.
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BUILD YOUR SKILLS
7. Aidan earns $1588.25 per month and has about $1275.00 in expenses per month.
If he saves the rest, how many months will it take him to save for a new computer if
the one he wants costs $1798.98? (Ignore taxes.)

8. Karen’s monthly income is $2379.00 and her monthly expenses are as follows.
Expenses
Rent

$775.00

Utilities

$175.00

Car payment

$342.00

Car insurance

$123.00

Renter’s insurance
Groceries
Gas

$42.00
$225.00
$90.00

Entertainment

$75.00

Miscellaneous

$50.00

In January, Karen starts saving for a trip in July that will cost her $3000.00. Will
she have enough saved by the beginning of July? How much more/less will she have
in savings?

Personal Budgets
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PRACTISE YOUR NEW SKILLS
1. Wong has recorded his income and expenses below. Identify the income and
expenses. Classify the income as regular or variable, and the expenses as recurring
or variable.
Item
Paycheque
Rent
Car insurance
Gas
Clothing
Cell phone bill
Mother’s Day gift for mom
Groceries
Present for Joan
Entertainment
Mowing lawns
Utilities

Income

Expense

Chapter 7
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2. Hannah has made a list of her incomes and expenses for one month.
Income

Expenses

Semi-monthly paycheque

$400.00 Rent

Tips

$140.00 Loan payment

Yard and house work

$150.00 Car (gas and insurance)

Tutoring

$150.00 Clothing

Semi-monthly paycheque

$400.00 Food

$395.00
$85.00
$185.00
$75.00
$170.00

Entertainment

$50.00

Miscellaneous

$25.00

Cell phone

$40.00
Doing a bit of yard work can

a) How much will Hannah be able to save each month?

b) What percentage of her income do her savings represent?

c) After 6 months, Hannah wants to buy a new bicycle that costs $1199.99. Will
she have enough money saved?

3. Perseus has regularly saved $125.00 per month since be began working 8 months
ago. He has planned a trip in 6 months, which will cost him $1900.00. How much
more does he have to save each month to have enough for the trip?

supplement your income.
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4. Shonda has listed her income and expenses for one month. She has regular income
from a part-time job, and also earns money from tutoring and babysitting.
Babysitting

$40.00

Babysitting

$40.00

Cell phone

$40.00

Entertainment

$105.00

Food

$195.00

Loan payment

$65.00

Paycheque

$375.00

Paycheque

$375.00

Rent

$425.00

Renter’s insurance

$25.00

Transportation

$80.00

Tutoring

$50.00

Tutoring

$100.00

Tutoring

$50.00

a) Sort the items listed into income and expenses.
Income

Expenses

Chapter 7

b) Calculate her total income and expenses.

c) How much can Shonda save in one year? Include any assumptions you made.

d) What percentage of her income do her savings represent?
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7.2

The Budgeting Process

NEW SKILLS: CREATING A BUDGET
In order to create an accurate budget, you need to have a good idea of your total income
and expenses. To make a personal budget, you could keep track of your income and
expenses for a few months, and use these financial transactions to estimate what you
will spend and earn in the future.
A budget is a plan for the future, so it is an estimate, because you cannot know exactly
how much you will have to spend on every item in the future. To create a conservative
budget, you should underestimate your income and overestimate your expenses.
surplus: the amount by

If your income is higher than your expenses, you have a surplus. If you have a surplus

which income exceeds

in your budget, that money should be allocated to an item such as “savings” or

expenses

“unexpected expenses” to balance your budget.

deficit: the amount by

If your expenses are higher than your expenses, you have a deficit. You will need to

which expenses exceed

adjust your spending, reducing your expenses in some areas to balance your budget.

income

To make your budget, you will need to group your expenses into categories such as
housing, food, transportation, and entertainment. Each category can include several
transactions. For example, the food category can include four purchases at the grocery
store and three meals eaten at restaurants.
For more details, see page 313 of MathWorks 11.
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Example 1
Kate works on salary and earns $2259.09 per month. She kept track of her monthly
expenses for a period of 6 months.
Item

April

May

June

July

August

September

Rent

$450.00

$450.00

$450.00

$450.00

$450.00

$450.00

Utilities, phone,
cable, internet

$150.00

$125.00

$125.00

$155.00

$150.00

$200.00

Groceries

$260.00

$300.00

$100.00

$275.00

$150.00

$125.00

Car payment

$175.00

$175.00

$175.00

$175.00

$175.00

$175.00

Gas

$90.00

$125.00

$100.00

$200.00

$50.00

$100.00

$120.00

$90.00

$150.00

$120.00

$100.00

$120.00

Entertainment

$75.00

$85.00

$50.00

$325.00

$350.00

$200.00

Car insurance

$115.00

$115.00

$115.00

$115.00

$115.00

$115.00

----

$75.00

$350.00

$45.00

$90.00

----

$75.00

$50.00

$50.00

$100.00

$50.00

$75.00

Restaurant meals

Clothing
Miscellaneous

a) Use this information to calculate her average monthly expenses in each category for
the 6-month period.
b) Create a possible conservative budget for Kate. If she has a surplus, allocate the
extra money to savings.
SOL U T ION

a) Calculate the average of each category.
Rent:
This is a fixed amount of $450.00 per month.
Utilities, phone, cable, internet:
($150.00 + $125.00 + $125.00 + $155.00 + $150.00 + $200.00) ÷ 6 ≈ $150.83
Groceries:
($260.00 + $300.00 + $100.00 + $275.00 + $150.00 + $125.00) ÷ 6 ≈ $201.67
Car payment:
This is a fixed amount of $175.00 per month.
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Gas:
($90.00 + $125.00 + $100.00 + $200.00 + $50.00 + $100.00) ÷ 6 ≈ $110.83
Restaurant meals:
($120.00 + $90.00 + $150.00 + $120.00 + $100.00 + $120.00) ÷ 6 ≈ $116.67
Entertainment:
($75.00 + $85.00 + $50.00 + $325.00 + $350.00 + $200.00) ÷ 6 ≈ $180.83
Car insurance:
This is a fixed amount of $115.00 per month..
Even though there
are two months
in which Kate did
not spend money
on clothes, those
months still need to
be considered in the
average.

Clothing:
($0 + $75.00 + $350.00 + $50.00 + $90.00 + $0) ÷ 6 ≈ $94.17
Miscellaneous:
($75.00 + $50.00 + $50.00 + $100.00 + $50.00 + $75.00) ÷ 6 ≈ $66.67
b) To create a conservative budget, underestimate Kate’s income and overestimate
her expenses in each category, except for fixed expenses.
KATE'S MONTHLY BUDGET
Income
Regular

Total income

Expenses
$2200.00 Rent

$450.00

Utilities, phone, cable, internet

$200.00

Groceries

$250.00

Car payment

$175.00

Gas

$150.00

Restaurant meals

$125.00

Entertainment

$200.00

Car insurance

$115.00

Clothing

$100.00

Miscellaneous

$100.00

$2200.00 Total expenses

$1865.00

There is a surplus in the budget.
$2200.00 – $1865.00 = $335.00
Kate can put this money into savings.
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Also, she can group some of the expenses into broader categories.
•• Groceries and restaurant meals can be combined in the category food.
•• Car payment, gas, and car insurance can be combined in the category

transportation.
Redo the budget with these groupings, and with the surplus allocated to savings.
KATE'S MONTHLY BUDGET
Income

Expenses

Regular

$2200.00 Rent

$450.00

Utilities, phone, cable, internet

$200.00

Food

$375.00

Transportation

$440.00

Entertainment

$200.00

Clothing

$100.00

Miscellaneous

$100.00

Savings
Total income

$335.00

$2200.00 Total expenses

$2200.00

BUILD YOUR SKILLS
1. Craig and Stéfanie live in Vancouver, BC. They are creating a budget to help them
control their spending. Craig earns semi-monthly pay of $1400.00. Stéfanie’s semimonthly pay is $1385.00. They have kept track of their other expenses for 4 months.
CRAIG AND STÉFANIE'S MONTHLY EXPENSES
Item
Mortgage payment

November

December

January

February

$1850.00

$1850.00

$1850.00

$1850.00

Utilities

$175.00

$175.00

$175.00

$175.00

Cat care

$75.00

----

----

$100

Clothing

----

$250.00

$175.00

$90.00

Food

$375.00

$420.00

$500.00

$250.00

Gas

$150.00

$120.00

$200.00

$125.00

expensive. Camping can be

Car insurance

$112.00

$112.00

$112.00

$112.00

a cost-effective way to get

Gifts

$275.00

$200.00

----

$25.00

Entertainment

$100.00

$150.00

$75.00

$125.00

Loan payment

$150.00

$150.00

$150.00

$150.00

Home insurance

$122.00

$122.00

$122.00

$122.00

Trip fund

$250.00

$250.00

$250.00

$250.00

Cell phones

$135.00

$135.00

$135.00

$135.00

Miscellaneous

$125.00

$175.00

$75.00

$100.00

Not all vacations have to be

out of town.
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a) Use their financial records to create a conservative monthly budget for Craig
and Stéfanie.

b) If they follow this budget, how much money will they be able to save
in one year?

2. Minh has kept track of his finances over the last 4 months. Averages for his income
and spending are listed below.
MINH'S INCOME AND EXPENSES
Income
Regular
Tips

Expenses
$1665.00 Rent
$300.00 Utilities, phone, cable, and internet

$640.00
$115.00

Food

$275.00

Transportation

$100.00

Entertainment

$200.00

Other

$475.00

Chapter 7

a) Create a conservative monthly budget for Minh. Allocate any surplus to savings.

b) Minh wants to buy a new pair of skis at the beginning of the next ski season,
which is 6 months away. The skis he wants cost $1059.99. Will he be able to
afford the skis?

Personal Budgets
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3. Georgina earns approximately $3050.00 per month. She has made the following list
of her expenses.
Income

Amount

Mortgage

$1025.00/month

Car insurance

$122.00/month

House repairs

$800.00/year

House taxes

$4200.00/year

A season’s pass can be

Gifts

$500.00/year

expensive, but if you enjoy

Charity

$300.00/year

Gas

$120.00/month

Loan payment

$220.00/month

Miscellaneous

$150.00/month

Entertainment

$150.00/month

Home insurance

$1500.00/year

Clothing

$125.00/month

Car maintenance

$500.00/year

Food

$350.00/month

Skiing season’s pass

$650.00/year

skiing enough it can be
worth it.

a) Create a conservative monthly budget for her.

b) How much money can she save per year?

Chapter 7

c) What percentage of her income goes into savings?

d) If Georgina wanted to begin saving more money, what are two changes she
could make to her spending?

Example 2
Manny has two part-time jobs. At one, he works 20 hours per week and earns $12.75
per hour. At the second, he works 15 hours per week at $18.20 per hour.
He has created a budget and expects to save 10% of his salary. How many weeks will it
take him to save $900.00?
SOL U T ION

Calculate Manny’s weekly income at each job.
Job 1: 20 × $12.75 = $255.00
Job 2: 15 × $18.20 = $273.00
Add to find his total income.
$255.00 + $273.00 = $528.00 per week
Calculate 10% of his income.
$528.00 × 0.10 = $52.80
Manny saves $52.80 per week.
Divide $900.00 by $52.80.
$900.00 ÷ $52.80 ≈ 17
It will take Manny about 17 weeks to save $900.00.
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Build your skills
4. Janae works as a server and earns an hourly wage plus tips. She works about 40
hours per week, at a rate of $10.75 per hour. She takes home about $500.00 in tips
each month. Her fixed and variable expenses account for about 80% of her income.
a) How much money does Janae put into savings each month? (Assume there are 4
weeks in a month.)

b) Janae spends about $75.00 a week on food. What percentage of her income does
this represent?

5. Justin works on contract as a landscaper. He earns about $2700.00 a month. He is
creating a budget and wants to put 12% of his income into savings.
a) If he follows his budget, how much will he save each month?

b) How long will it take him to save $1500.00?

Chapter 7

Personal Budgets

351

6. Veejay is saving for his college tuition. Since his parents do not charge him room
and board, he plans on saving 55% of his income. If he earn $1725.00 month,
how long will it take him to save the $6000.00 he needs for tuition and $550.00
for books?

Setting aside money for
college is a good way to
avoid student loans.

PRACTISE YOUR NEW SKILLS
1. Pierre has kept a record of his spending over the past 4 months. He earns semimonthly pay of $1475.59.
Item
Mortgage payment
Utilities/phone

August

September October

November

$1450.00

$1450.00

$1450.00

$1450.00

$139.00

$142.00

$142.00

$159.00

Groceries

$276.00

$312.00

$248.00

$363.00

Loan repayment

$250.00

$250.00

$250.00

$250.00

Charity

$100.00

$25.00

----

$30.00

Entertainment

$95.00

$128.00

$212.00

$145.00

Transportation

$245.00

$189.00

$196.00

$212.00

Miscellaneous

$84.00

$98.00

$75.00

$54.00

a) Create a conservative budget for Pierre.
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b) Approximately how much will he save in a month? A year?

2. Chantal has kept track of her income and expenses over the last 6 months. Averages
for her income and spending are shown.
CHANTAL’S MONTHLY INCOME AND EXPENSES
Income

Expenses

Semi-monthly

$1110.00 Rent

$675.00

Semi-monthly

$1110.00 Utilities, phone, cable, and internet

$150.00

Tips

$135.00 Food

$395.00

Transportation

$285.00

Entertainment

$125.00

Other

$350.00

a) Create a conservative monthly budget for Chantal. Allocate any surplus
to savings.

b) What percentage of her income is Chantal putting into savings?

c) How long will it take Chantal to save up for a new computer, which she
estimates will cost about $1000.00?

Chapter 7

3. Marcel is looking for a new apartment. He works for 40 hours a week at a job that
pays $14.50 an hour. He usually works 6 hours of overtime, paid at time and a half,
each month. He estimates his monthly expenses as follows.
Expenses
Rent

?

Utilities, phone, cable, and internet

$125.00

Food

$250.00

Transportation

$165.00

Savings for a trip to Ecuador

$300.00

Loan payment

$350.00

Other

$400.00

a) What is the maximum rent Marcel can pay, and still be able to afford his
other expenses?

b) Marcel’s trip to Ecuador will cost about $2700.00. How many months will it
take him to save up for the trip?

Personal Budgets
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7.3

Analyzing a Budget

NEW SKILLS: ADJUSTING A BUDGET
People often find that once they create a budget, either they cannot stay on it, or their
situation changes and they need to make adjustments.
One useful tool for analyzing budgets is a circle graph, because it shows which
categories make up the biggest expenses.
For more details, see page 327 of MathWorks 11.

Example 1
Patrice has budgeted to put $35.00 a week into savings. This accounts for 12% of
her income.
a) What is Patrice’s weekly income?
b) If she follows her budget, how much will she have saved in one year?
c) If her salary increases by 3% and she continues to put 12% of her income into
savings, how much will she save in a year?
SOL U T ION

a) Set up a proportion to calculate Patrice’s income. Let x represent Jessica’s
income; put this over 100% (her whole income). On the other side of the
equation, put her savings, which are equal to 12% of her income.

		

x = $35.00
100
12
x = $35.00 × 100
12
x ≈ $291.67
Patrice earns $291.67 per week.
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b) Multiply this by 52 weeks.
$35.00 × 52 = $1820.00
In one year, she will save $1820.00.
c) Calculate 3% of her weekly income.
$291.67 × 0.03 = $8.75
Add to her original salary.
$291.67 + $8.75 = $300.42
Her new salary is $300.42 per week. Calculate 10% of this.
$300.42 × 0.10 = $30.04
Multiply this by 52 weeks.
$30.04 × 52 = $1562.08
With the increase in salary, Patrice’s savings will be $1562.08 per year.

BUILD YOUR SKILLS
1. Sukh works full-time but is saving up for a part-time college course. He estimates
that he will need $6000.00 in savings to cover extra expenses while he studies.
a) He budgets to save 15% of his salary each month. If he earns $2865.00 a month,
how many months will he have to work in order save enough money?

b) The course starts 12 months from now. What percentage of his salary will Sukh
have to save per month in order to be able to afford the course?
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2. Juliet’s monthly entertainment expenses are $275.00 and account for 12% of her
income. She would like to reduce her entertainment spending to 8% of her income.
a) Calculate her new monthly entertainment budget.

b) Calculate Juliet’s total monthly income.

Example 2
Salima works as a lifeguard and swimming instructor, and she earns about $2400.00
per month. Her average monthly expenses are as follows.
Expenses
Rent

$760.00

Utilities

$140.00

Food

$400.00

Transportation

$175.00

Swimming instructors

Entertainment

$200.00

aren’t always in the water.

Clothing

$200.00

Savings

$180.00

Other

$345.00

Sometimes they teach
aerobics from outside
the pool.

Salima has researched spending guidelines. These guidelines give a recommendation of
how much of your income you should spend on each category.
Spending Guidelines
Housing

25–35%

Utilities

5–10%

Food

5–15%

Transportation

5–15%

Entertainment

5–10%

Clothing

2–5%

Savings

5–15%

Other

5–10%

Chapter 7

a) What changes need to be made so that Salima’s spending falls within the
guidelines?
b) What is the maximum that Salima should be spending on food per month?
c) Show Salima’s spending on a circle graph.
SOL U T ION

a) Calculate what percentage each category represents of Salima’s income.
Rent:

$760.00 ÷ $2400.00 ≈ 0.32
0.32 × 100 = 32%

Utilities:

$140.00 ÷ $2400.00 ≈ 0.06
0.06 × 100 = 6%

Food:

$400.00 ÷ $2400.00 ≈ 0.17
0.17 × 100 = 17%

Transportation:

$175.00 ÷ $2400.00 ≈ 0.07
0.07 × 100 = 7%

Entertainment:

$200.00 ÷ $2400.00 ≈ 0.08
0.08 × 100 = 8%

Clothing:

$200.00 ÷ $2400.00 ≈ 0.08
0.08 × 100 = 8%

Savings:

$180.00 ÷ $2400.00 ≈ 0.08
0.08 × 100 = 8%

Other:

$345.00 ÷ $2400.00 ≈ 0.14
0.14 × 100 = 14%

Compare these percentages to the spending guidelines. Salima is spending
more than the recommended amount on food, clothing, and other. She needs to
decrease her spending on these items to fall within the guidelines.
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b) According to the guidelines, Salima should not spend more than 15% of her
income on food. Calculate 15% of $2400.00.
$2400.00 × 0.15 = $360.00
Salima should spend no more than $360.00 on food per month.
c) To construct a circle graph, first calculate how many degrees each percentage of
For a review of how

expenses equals.

to construct a circle
graph, see page 109

Rent:

0.32 × 360° ≈ 115°

of this workbook.

Utilities:

0.06 × 360° ≈ 22°

Food:

0.17 × 360° ≈ 61°

Transportation: 0.07 × 360° ≈ 25°
Entertainment: 0.08 × 360° ≈ 30°

Note that the
degrees add up to
363° instead of
360°. This is due to
rounding. To make
your circle graph,

Clothing:

0.08 × 360° ≈ 30°

Savings:

0.08 × 360° ≈ 30°

Other:

0.14 × 360° ≈ 50°

you can decrease the

Draw a circle and use a protractor to measure the degrees for each category

sizes of three of the

of expense.

sections by 1° each.

Salima's Monthly Expenses
Rent

14%
Note that, because

32%

8%

the percentages

Food
Transportation

8%

added up to 99%
instead of 100%, the

Entertainment

8%

percentage for rent

6%
7%

was increased to
33%.

Utilities

		

Clothing
Savings

17%

Other
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BUILD YOUR SKILLS
3. Petra has created the following monthly budget.
PETRA’S MONTHLY BUDGET
Income
Regular

Expenses
$1400.00 Rent
Utilities, phone, cable, internet

$175.00

Food

$325.00

Transportation
Entertainment

$75.00
$50.00

Clothing

$100.00

Miscellaneous

$100.00

Charitable donations
Savings
Total income

$550.00

$1400.00 Total expenses

$25.00
$100.00
$1500.00

a) Petra’s budget has a deficit. Suggest how she can adjust her spending to create a
balanced budget. Explain your reasoning.

b) Construct a circle graph that shows Petra’s new budget.
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4. Sammy earns about $1500.00 per month and has the following expenses.
Expenses
Housing

$400.00

Food

$225.00

Transportation

$350.00

Entertainment

$250.00

Charitable donations

$25.00

Savings

$50.00

Other
Housing costs can be the
biggest part of your monthly

$200.00

a) He has found the following spending guidelines for people living in his area.

budget. Think carefully when

Spending Guidelines

you choose a place to live.

Housing

25–35%

Food

10–20%

Transportation

10–15%

Entertainment

5–10%

Charitable donations

2–10%

Savings

5–10%

Other

5–10%

How does his spending compare to the guidelines? In what categories does he
need to adjust his spending?

Chapter 7

b) If Sammy does not make any changes to his spending, how much money will he
save in one year?

c) Make a new budget for Sammy that falls within the spending guidelines.
Construct a circle graph that shows his new budget.
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5. Willa earns $3532.00 a month and has been given the following budget guidelines.
Spending Guidelines
Housing

30–35%

Utilities

5–10%

Transportation

8–12%

Debt repayment

0–12%

Savings

at least 10%

Food

12–18%

Recreation

6–12%

Heath and personal care

8–15%

Willa’s housing costs are $1250.00 per month, and her utilities cost $235.00 per
month. Willa wants to save 15% of her money and pay off her loans as fast as
possible.
a) Construct a conservative budget for Willa.

b) Make a circle graph to show her spending.
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PRACTISE YOUR NEW SKILLS
1. Manjeet earns $550.00 per week.
a) If he saves 14% of his salary, how much will he save in one year?

You may end up working
in many places over your

b) If Manjeet’s salary increases by 5% and he continues to save 14%, how much
more will he save in one year?

2. Lena puts $3150.00 a year into savings. This represents 7% of her income.
a) She would like to increase her savings to 10% of her income. How much will
she save in one year if she makes this change?

b) What is her annual income?

career.
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3. Sean is creating a monthly budget.
SEAN’S MONTHLY BUDGET
Income

Expenses

Semi-monthly pay

$1300.00 Housing

$1200.00

Semi-monthly pay

$1300.00 Utilities

$175.00

Monthly tips

$150.00 Phone, cable, internet

$325.00

Transportation

$150.00

Entertainment

$125.00

Clothing

$175.00

Miscellaneous

$100.00

Charitable donations

Total income

$150.00

Food

$50.00

Medical/health and other emergencies

$100.00

Savings

$200.00

Total expenses

a) Calculate his total income and expenses. Is his budget balanced?

b) Create a circle graph of Sean’s spending.

		

c) Spending guidelines suggest housing should account for 30–35% of total
income. Is Sean’s spending within these guidelines? What is the maximum
amount he should spend on housing?

Chapter 7
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d) Sean has decided that he does not want to move, but he wants to increase his
savings to 15% so that he has enough money for a holiday next summer. Suggest
ways in which he could adjust his budget to do this.

Mountain biking can be a
fun activity on a trip. What
sort of vacation would
you plan?

4. Gabriella’s monthly budget is shown here.
GABRIELLA’S MONTHLY BUDGET
Income

Expenses

Semi-monthly pay

$995.00 Housing

$840.00

Semi-monthly pay

$995.00 Food

$175.00

Transportation

$125.00

Entertainment

$175.00

Clothing

$175.00

Miscellaneous

$150.00

Loan payments

$275.00

Savings
Total income

$1990.00 Total expenses

The suggested spending guidelines are as follows.
Spending Guidelines
Housing

30–35%

Food

8–15%

Transportation

8–12%

Debt repayment

0–12%

Entertainment

8–12%

Personal

8–12%

Savings

at least 10%

$75.00
$1990.00
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a) Create a circle graph of Gabriella’s spending.

		

b) Calculate which of Gabriella’s spending categories need adjusting according to
the guidelines, and by about how much.

c) At her current rate of savings, how long will it take Gabriella to save $1000.00?
If she wanted to save that amount in 6 months, by how much would she have to
increase her savings per month? Would her savings fall within the guidelines?

