Economics

ON MY OWN
Objective
The Economics/Budget Project is designed to assist students in considering their financial future.  The project consists of various “real world” situations/decisions one will be faced with once entering the workforce.  You will create a budget that demonstrates what you feel is the best use of your income.  Many of the activities require you to research information and some even require you to go into various institutions to obtain applications.  You are required to show tangible evidence of your research!  This may include online sources, newspaper clippings, bill receipts, apartment applications, utility estimates, etc.
Format:

· Everything must be typed.

· There is a title page with your name, period, and date

· Be sure to include all calculation pages and necessary documentation

I.
Getting a Job

A. Interviews.  One of the best ways to research jobs is to interview people in a particular field of interest.  You are required to interview at least two people (at least one from your primary field of interest).  You must document these interviews by stating whom you interviewed, why you interviewed them, the questions asked and answers given, and what you learned from the interviews. Make sure the questions asked go deeper than one-word responses! (# Of questions should range from 7 to 15)

B. Finding a Job.  You must find a real job.  You can look through the classified ads, or the Internet (web sites provided).   You must attach a copy of the ad or description of the occupation of choice.  You must document the specific job, the salary, education needed, and other requirements (i.e. bilingualism) and benefits (i.e. retirement/pension). Students will also be expected to investigate to find out if the job will provide health insurance and/or life insurance as a benefit or if they will have to pay for these from their own pay check.  The monthly wage/salary must correspond to an entry level pay scale for that particular job/occupation.  Use the following if salary cannot be determined: If you expect to work after four successful years of college, your annual income will be $32,000.  If you expect to go to work after high school with two years of technical/community college training, your annual income will be $22,000.  If you expect to go to work after high school with no additional education/training, your annual income will be $14,000. Each student will be expected to compute the amount of federal taxes and state taxes to be subtracted from the gross pay to arrive at the net pay.
C. Cover Letter.  You must draft a cover letter to send to prospective employers.  The letter should not exceed one page and should set forth why you would be a good candidate for the particular position. (include skills or personality traits you possess and why you are interested in the position, assume you have completed your education and attained your planned degree)
II.
Calculating Monthly Disposable Income

A. Social Security Tax.  To determine how much you will pay in social security taxes, multiply your gross income by 6.2%.

B. Medicare Tax.  To determine how much you will pay in Medicare taxes, multiply your gross income by 1.45%.

C. Federal Income Tax.  To determine how much you will pay in federal income taxes, fill out the following parts of a 1040 Form (U.S. Individual Income Tax Return), attached:

2002 Federal Income Tax Rate Schedules for Single Filers

	If the amount on Form 1040, line 39 is over-
	But not over-
	Enter on Form 1040, line 40-
	Of the amount over-

	$0
	$25,350
	15%
	$0

	$25,350
	$61,400
	$3,802.50 + 28%
	$25,350

	$61,400
	$128,100
	$13,896.50 + 31%
	$61,400

	$128,000
	$278,450
	$34,573.50 + 36%
	$128,100

	$278,450
	-----------
	$88,699 + 39.6%
	$278,450


D. California State Income Tax.  To determine how much you will pay in California state income taxes, fill out only the following parts of the 540EZ Form, attached:  Step 1, Step 1a, 

2002 California Tax Rate Schedules for Single Filers

	If the amount on Form 540EZ, line 16 is over-
	But not over-
	Enter on Form 540EZ, line 17-
	Of the amount over-

	$0
	$5,131
	1%
	$0

	$5,131
	$12,161
	$51.31 + 2%
	$5,131

	$12,161
	$19,193
	$191.91 + 4%
	$12,161

	$19,193
	$26,644
	$473.19 + 6%
	$19,193

	$26,644
	$33,673
	$920.25 + 8%
	$26,644

	$33,673
	---------
	$1,482.57 + 9.3%
	$33,673


Calculate Total Taxes

Federal Income Tax

$________________ ________






+ Social Security


$________________ ________






+ Medicare


$________________ ________






+ State Income Tax

$________________ ________






= Total Taxes


$________________ ________

Calculate Total


Annual Income


            $________________ ________

Monthly Disposable

- total taxes


            $________________ ________

Income




= Annual Disposable Income
                            $________________ ________






/ 12 months






= Total Monthly Disposable Income
                            $________________ ________

III.
Calculating Monthly Expenses

You must document your expenses for one month in current dollars, as follows.  Show a running calculation of your expenses as they are subtracted from you total monthly disposable income.  

A. Bank. Students who plan on attending college will, most likely, have to pay back student loans.  The student should speak with their parents and estimate what they think they will be asked to pay for these loans. If you are planning or have already received scholarships or grants make note of those totals in this section. If this number cannot be determined, then the student should determine the national average for student loans and set up a payment plan in their budget. Use the following averages to calculate your debt. High School diploma, $0; 2 year Associates Degree, $18,000 at 10%; 4 year Bachelor’s Degree, $36,000 at 8%; Beyond a Bachelor’s Degree, $75,000 at 6%.

B. Housing.  Document monthly rent with an ad or lease application.  You may wish to visit some apartments before deciding on one, though you are not required to do so. List what services/benefits are included in the rent, the location of the apartment, and other information necessary for housing. If sharing an apartment with another senior, you must give their name. You cannot live at home for free. 

C. Furniture.  Some rental residences come pre-furnished (it would stipulate it in the ad).  Otherwise, you may either purchase furniture (new or used) or rent furniture.  Document with specific ads or quotes from stores. Complement your residence with at least five items IN ADDITION to a bed. (Divide the cost by 12, that is how much it would be a month)

D. Food & Clothes.  One month’s plan in detail: consider Markets, specialty stores and eating out.  Document with some store receipts or specific store prices. Work Wardrobe?  New clothes?  Estimate monthly clothing expenses.  Laundering expenses (dry cleaning, laundry machines): document with ads or direct quotes. Students usually spend approximately $160/month on food & clothes.
E. Transportation.  Document with an ad, receipt, or quote from a specific store/dealership. Factors to be considered in buying a vehicle would be the current interest rates on car loans, the cost of a certain vehicle, the reliability of a used vs. new vehicle, taxes on the vehicle purchased, and the impact of the monthly payment on their budget. Type of car-model, year; gas (document per gallon price); Maintenance (oil change, car wash; repairs (suggestion: research how much money people spend on average per year and divide by 12); license and registration fee (suggestion: quote from a Department of Motor Vehicles for the year, and divide by 12); and parking. Gasoline consumption is a required expense for most individuals so related expenses must be considered. List approximately how many miles will be driven per week. When considering how far to drive to work, refer to the location of the company desired and the location of living arrangements. Also, consider visits to the grocery store, visits to friends/relatives, entertainment, etc.  List how many miles per gallon your car averages.  List estimated maintenance costs and a brief explanation. You do not get to take a vehicle once you leave school.
F. Utilities.  For each of the following, document with direct quotes from specific companies (print written rate sheets) or actual current bills: telephone, gas, electricity, water, cable, internet, trash, and installation fees.
https://calc.myenergy.com/ (electric and gas)

http://www.casitaswater.org/lower.php?url=monthly-water-rate-calculator (water)
G. Insurance.  Car (document with quote from company based on the car you described; assume you’re 22 years old, and use your actual driving record); Name of the insurance company, coverage listed on the vehicle, and the monthly cost of the policy; Obtain the same information above for renter’s insurance; medical (document with a quote from company); note that some jobs include medical benefits, so inquire about yours.
H. Entertainment/Miscellaneous.  Whatever you desire: gym membership, recreation, movies, concerts, videos, etc.  Document with current receipts or direct quotes from stores/theaters/etc. Document with receipts or quotes from specific stores (cosmetics, hair care, toiletries, cleaning supplies, garbage bags, laundry, detergent, subscriptions, pets, gifts, etc.).  Be specific: for example, if you are going to purchase subscriptions to magazines, which ones will you purchase?

I. Cell Phone.  Students will need a cell phone or telephone in the apartment. List the company, the monthly costs and particulars including minutes included and other necessary information (i.e. insurance, overage fees)
J. Savings.  Students should consider how much money they will set aside per month for savings. Students should realize that they cannot possibly allow for every single expense before they happen. Floods, accidents, unforeseen expenses, etc.  If any money remains; potential investment money, plans to buy a house, etc. Identify the current interest rate on personal savings accounts at your bank or whether your employer has a company pension plan or contributes to an IRA for you. Students must allow for both types of savings accounts (bank account and IRA or some sort of retirement investment) in their budgets and discuss their financial goals related to these categories.  
IV. Balanced Budget. Complete monthly budget sheet. Did it balance? If not, why? Discuss this in your reflection.
V. Graph your expenses.  Produce a pie chart of your major expenditures (best presented as a percentage of your monthly income).  The full pie should represent your gross monthly income.

VI. Reflection

The final section of your project should be a reflection on your experience.  What have you learned from this project?  Analyze your expenditures; discuss priorities, surprises, opportunity costs, trade-offs, etc.  This reflection should be one page typed and single-spaced. You can discuss financial goals you would like to achieve in the future and set up a time-frame for achieving them. 
Resources:
*Here are some excellent resources that you may use to research your chosen profession*

US Dept. of Labor—BLS—Occupational Outlook Handbook:  http://stats.bls.gov/oco/home.htm
US Dept. of Labor--BLS—What interests you?:  http://www.bls.gov/k12/
US Dept. of Labor--BLS’s Career Guide to Industries:

http://www.bls.gov/oco/cg/home.htm
Collegboard.com Majors & Career Central:

http://www.collegeboard.com/student/csearch/majors_careers/index.html
Careers.Org:  http://www.careers.org/index.html
*Listed below there are a few websites that may provide some general financial help in setting up a budget and tips for saving money, etc.*

Reader’s Digest Living (Money)

http://www.rd.com/openContentCategory.do?contentCategoryId=7 

Dave Ramsey

http://www.daveramsey.com/

Crown Financial Ministries

http://crown.org/default.asp

Money Central (from MSN.com)

http://moneycentral.msn.com/home.asp 

The Clark Howard Show

http://clarkhoward.com/ 

Personal Budgeting Tips

http://www.personalbudgeting.com/tips/tips.html
Monthly Budget Report Sheet

1. Computing Monthly Net Income

	Gross Income.........................................................................
	$_____________

	     Medicare Tax....................................................................
	      $_____________

	     Federal Tax.......................................................................
	      $_____________

	     State Tax...........................................................................
	      $_____________

	Net Income............................................................................
	$_____________


2.  Monthly Expenditures

	Rent………………………………………………….......
	$______________

	Vehicle Cost Per Month…………………………….......
	$______________

	Monthly Vehicle Insurance Payment…………………...
	$______________

	Monthly Renters Insurance Cost......................................
	$______________

$______________

	Monthly Payment on Student Loan(s) …………………
	

	Monthly Phone/Cell Phone Cost......................................
	$______________

	Utilities Monthly Cost (total from below)........................
	$______________

	     Cable.................................................$____________
	

	     Electric/Gas......................................$____________
	

	     Water................................................$____________
	

	     Trash.................................................$____________

     Other………………………………. $____________
	

	Monthly food/clothing costs.............................................

(minimum $160 for food + clothing)
	$______________

	Entertainment Costs.........................................................
	$______________

	Monthly Gasoline/Maintenance Costs.............................
	$______________

	Savings Deposits..............................................................
	$______________

	Furniture/Miscellaneous...................................
	$______________

	
	

	Total Monthly Expenditures............................................
	$______________

	Monthly Net (bring home) Income...................................
	$______________

	
	

	Monthly Surplus or Deficit......................................+ or -
	$______________


	Activity
	Requirements
	Comments

	1. JOB

_____/15
	· Describe your choice of a career

· Note resources used to obtain information about this specific career

· Cover Letter
· Interviews
	

	2. BANK

_____/10
	· Include information on a checking account, online banking services, a savings account, an ATM card, and credit cards

· List fees for services, interest rates, overdraft protection, and limits on accounts

· Complete a sample application from a bank.  Any pamphlets/advertisements containing information on the financial application will be accepted

· Estimate student loan amount  or national average and set up a payment plan in the budget
	

	3. HOUSING

_____/5
	· List what services/benefits are included in the rent, the location of the apartment, and other information necessary for housing

· Sample apartment ad or application.

· If sharing an apartment with another senior, you must give their name.  
	

	4. FURNITURE

_____/5
	· Describe 5 items of furniture and why they were chosen and their cost.
	

	5.  FOOD and CLOTHING

_____/5
	· Research at least three resources that give tips for saving money on day-to-day expenses and discuss the tips.
	

	6.  TRANSPORTATION

_____/10
	· Completed sample loan application from a car dealership/financial institution

· Information on current interest rates for car loans 

· List approximately how many miles will be driven per week. When considering how far to drive to work, refer to the location of the company desired and the location of living arrangement.  Also, consider visits to the grocery store, visits to friends/relatives, entertainment, etc. 

· List how many miles per gallon your car averages.

· List estimated maintenance costs and a brief explanation.
	

	7. UTILITIES

_____/10
	
	

	8. INSURANCE

_____/10
	· Name of the insurance company, coverage listed on the vehicle, and the monthly cost of the policy.

· Obtain the same information above for renter’s insurance
	

	9. ENTERTAINMENT/

MISCELLANEOUS

_____/5
	
	

	10.  CELL PHONE/

TELEPHONE

_____/5
	· List the company, the monthly costs and particulars including minutes included and other necessary information.  
	

	11. SAVINGS

_____/10
	· Identify the current interest rate on a personal savings account at your bank or whether your employer has a company pension plan or contributes to an IRA for you.  

· Students must allow for both types of savings accounts in their budgets and discuss their financial goals related to these categories.  (see requirements below)
	

	12. BUDGET SHEET & PIE GRAPH
_____/10
	REFLECTION
_____/25
	TOTAL
_____/125


	
	

	
	



Economics/Budget Project

