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Creating a Budget – Level One 

Life Skills - ANSWERS  
 

Question 1  

a) What do you think when someone mentions the word budget? 

Any suitable answer.  

Suggested answers could include 

 Managing your money properly 
 Having a way to look after the money you have coming in and going out  
 Planning your spending carefully  

 

b) Use a dictionary to find a definition for budget. 

Suggested answers 

 An estimate, often itemised, of expected income and expense for a given 
period in the future. 

 An estimate of income and expenditure for a set period of time. 

 

Question Two 

a) How much are Tammy’s outgoings a month? 

 £835 

b) Which are greater Tammy’s incomings or outgoings?    

Tammy’s incomings are greater at £900.   

 

c) By how much is Tammy in profit/over budget? 

Tammy is £65 in profit.   

900 – 835 = 65 

 

Question Three 

 

a) Which of these is another word for ‘outgoings’?  

 3. expenditure 
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b) Can you think of two advantages of a budget? 

Various answers are acceptable. Suggested answers are 

 People can feel in greater control of their finances  
 You can feel confident with your spending  
 It can help you save for the future  
 It can help you avoid getting into debt  
 You can make better decisions about your money  

 

c) Can you think of two reasons why a budget might not work for a person?  

Various answers are acceptable. Suggested answers are 

 Budgets might not work if you have irregular work (zero hour/variable 
contracts) 

 You may not stick to your budget  
 You may forget to update your budget  
 Your outgoings may vary month by month  

 

Question Four 

a) Their mortgage payment is £750 per month.  

Does this exceed the one third recommended guide?  Yes/No (please circle) 

 No - It does not exceed one third of their income. 

 

Total income 3500 and mortgage is 750  

Find 1/3 of 3500 

3500 ÷ 3 = 1167 

750 is less than 1167 so it is below a third  

OR 

 =  =  =  = 0.21 which is below a third as that is 0.33  
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b)  Fill in the missing amounts and missing percentage.  

 

c) How much do Michaela and Martin have left at the end of the month? £489 

 £3500 (income) - £3011 (outgoings) = £489 

 

 

Part Two  

 

Question One 

 

Can you think of two other things someone might save up for? 

Various acceptable answers. Suggestions could include 

 Weekend away 

Going to a concert 

Attending a sporting event 

Going to a wedding/stag/hen do  

 

 

 

 

Item Percentage Amount 

Mortgage  21%  £750 
Food 8% £280 
Utility bills  6% £210 
Council tax  5% £175 
Savings 10% £350 
Cars (petrol & insurance)   12% £420 
Phones 2% £70 
Internet 1% £35 
House insurance  0.6% £21 
Pensions  15% £525 
Gym memberships   2% £70 
Socialising  3% £105 
Totals  85% £3011 
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Question Two 

a) Complete the running total.  

Person Amount Running Total 
Mum  £60 £60 
Dad £60 £120 
Brother £80 £200 
Girlfriend  £100 £300 

 

£200 and £300 (running total) 

Three ways to save for this could be 

1. To save £50 for six months  
2. To save £60 for five months  
3. To save £100 for three months 

 

Which option would you choose? Give a reason for your answer.  

There is no right answer for this question, but the reason must match the 
choice. Possible answers include   

Saving £50 for six months because it would be easier to save a smaller amount 
each month  

Saving £60 for five months because it would be a realistic amount and timeframe 
for me  

Saving £100 for three months because I would probably forget to start saving 
early  

 

Q2b Learner creates their own budget. The running total should be correct.  

 

Question Three   

a) Based on their budget, how long will it take them to pay for their journey if 
they  

 
1. Save £50 per month = 30 months or 2 years 6 months (1500 ÷ 50 = 30)  
 
2. Save £100 per month = 15 months or 1 year 3 months (1500 ÷ 100 = 15)  
 
3. Save £250 per month = 6 months (1500 ÷ 250 = 6)  
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Question Four 

a) How long would Harjit need to save to buy a car for £3000? 18 months or 1 
year 6 months  

 
3000 – 750 = 2250 
2250 ÷ 125 = 18  
 

b) How much will he have saved towards a car after two years?  

£6000  

2 years = 24 months  

24 x 250 = 6000 

 

Question Five 

 

a) What are two things the post suggests you can cut down on or eliminate? 

Any two options from the list below 

 Eating out  
 Snacks 
 Drinks  
 Gym memberships 
 Takeaways  
 Old direct debits  

 

b) How did Jim manage to save so much money?  

Jim had so much money by cancelling unwanted Direct Debits. 

 

c) How much was Debbie paying per month for her white goods insurance? 
Debbie was paying £16.67 per month Direct Debit. 

1200 ÷ 6 = 200 

200 ÷ 12 = 16.67 

 

d) What is the post inferring about buying takeaway hot drinks regularly?  

Buying hot drinks regularly is a waste of money. (Allow similar answers)  
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Question Six 

 

a) Some people class these payments as their necessities.  

What does necessity mean? (you can use a dictionary) 

Accept similar answers. 

 The state or fact of being required.  
 An indispensable thing. 
 Something you can’t do without.  

 

b) Variable costs are amounts that can fluctuate and are more flexible. You may 
have a greater control of these bills.  

What does fluctuate mean? (you can use a dictionary) 

Accept similar answers. 

 To go up and down.  
 Rise and fall irregularly in number or amount. 

 

 

c) Think of two other examples of variable costs that you personally might pay 
out.  

Two examples of variable costs. Answers might include  

 Hairdressing 
 Going for coffee 
 Buying books/magazines 
 Buying phone credit (pay as you go) 
 Toiletries  
 Home repairs  
 Car repairs 
 Gardening  

 

 

Question Seven 

 The learner’s own definition for each answer. Check it makes sense and relates 
to budgeting.  
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Question Eight  

a) Now you have read a bit more about budgeting, can you list three things you 
might do in the future to budget more effectively.  

Various acceptable answers. Possible answers include 

Write down my income and outgoings  

Plan ahead what I can spend  

Cut down on x  

 

b) Write a short account stating why planning is important when budgeting. 

Learner’s answer on why planning is important when budgeting.  Check for 
spelling, punctuation and grammar. Learner should have written at least 50 
words.  

  

          

 

  

 


