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Meet David, the Side Hustle King




	AGE:

	14




	SIBLING STATUS:

	Has a younger brother




	INCOME SOURCE(S):

	Old enough to legally work but hasn’t found a job; random jobs in the neighbourhood




	CURRENT SAVINGS:

	$20 in sock drawer (on the left-hand side)






David lives in my neighbourhood.

He babysits, he shovels snow for the block, and he walks dogs. I’ve seen him canvassing the area, and he posts in the neighbourhood social media group, letting us know all the ways he can help make life easier for us so that he can earn some money. I love it! David is the king of the neighbourhood side hustle.

A few months ago, David asked if I could spare an hour of my financial planning time in exchange for three hours of babysitting. I was so impressed with his creative money-saving strategy to barter with me that I said, “Absolutely no need for the free babysitting, but I love that you thought of that as a way to get what you need without paying for it.”

We sat down in my enclosed porch. It’s cozy out there.

“Okay, how can I help?” I asked, excited.

He took a breath and started. “I’ve got a lot of cash coming in from so many places. I need to know what I’m earning and make sure I’m being smart with it.”

“Tell me what ‘being smart with it’ means to you.”

He looked down for a moment and then shrugged. “I dunno. I want to save for stuff, but I also have to pay for my life. I also just have a bit of cash in my sock drawer.” We laughed. “It doesn’t feel organized.”

I was impressed that he was already trying to get on top of his money.

“Are all your pals this interested in personal finances at your age?” I asked.

He thought for a moment. “Some are, for sure.” Then he broke into a wide smile. “Some of them . . . not at all.” We laughed together again.

“Well, David, I am happy to help. Did you bring your list of questions like I asked?”

He nodded and pulled out his phone.

“Okay—let’s do it,” I said, and I took a big sip of tea.

David sat back in my squeaky wicker chair. “Okay, so the big question is how much can I afford to save over the next three months?”

“That’s a big question. But there’s a bunch of stuff we need to figure out before I can answer it.”

“Like how much money I make?”

“Exactly. What’s your Regular Income?”

He scrunched up his face. “I’m not really sure I have a ‘regular’ income. I make money from a bunch of places, from all my side hustles.”

I nodded. “How are you tracking your money?”

He gave a sheepish smile. “I’m not. I have no idea what’s normal for me to make. Or if any of it is even regular at all. That’s why I need help.”

“Gotcha,” I said. “First things first then. A lesson in tracking side hustle money.”

I took out a piece of paper and a pen and put it on the chessboard we were using as a makeshift table.

“Tracking your money means you know how much money makes up something called your Regular Income. That’s the amount of money that you are pretty sure you can count on in the near future. I usually use a month, or the next four weeks. That way, you can make plans. For example, do you make $100 a month or $500 a month?”

“Does this include the money I already have in my drawer? My savings? Or do you mean just the new money coming in from babysitting, shovelling, and stuff?”

“Another great question,” I said. “There’s a difference between tracking your income and tracking your savings. They are not the same.”

He nodded and typed something into his phone.

I continued on. “Tracking your savings is when you count up how much money you already have. This is the $20 in your drawer. If you had a savings account, your monthly bank statement is tracking your savings for you.”

I wrote “SAVINGS = $20” on the paper.

“Tracking your income is different,” I explained. “Income is how much money comes in to you before it goes to the sock drawer. Make sense?”

He nodded.

“So, what are all your sources of money?” I asked. “How exactly do you earn an income?”

He looked up and tallied on his fingers. “Babysitting, tutoring, shovelling snow, mowing grass, and dog-walking mostly.”

“You’re so industrious!”

He shrugged. “I can’t seem to get a job-job, so I do what I can, when I can.”

“Which gives us the perfect lead-in to the five types of money.” I listed them out loud and wrote them down as I went. “Gifts, like allowance or birthday money. Self-employment income, which is labour you’re paid for outside employment. Employment income, a job-job. Passive income from investments. And government grants.”

I showed him the list. “Which type of money do you think yours is?”

“Self-employment?” he asked. “Am I, like, a real self-employed business?”

“You are,” I said, and I saw him look a bit squeamish. “Does that feel strange?”

“Yeah, I didn’t think babysitting and dog-walking was a formal business. I just assumed I was sort of working on the side, but that I don’t have to do anything about that with the government.”

“Technically, any time anyone in Canada is paid for their labour, it’s considered self-employment income. Congrats, David, you’re a sole proprietor.” I smiled.

He did not look pleased.

“Are you okay?” I asked.

“I haven’t registered anything with the government, and I definitely haven’t put money aside for taxes on it. Am I going to, like, owe a bunch of money next year or go to jail?”

“Yes,” I said solemnly. “They are on their way now.”

He raised an eyebrow, and I broke out into a big smile. “Just kidding.”

We chuckled. I knew David pretty well, so I was confident a bit of humour wouldn’t freak him out too much.

“Let’s take a minute to chat about what self-employment income is and how it impacts you and your taxes, because all the money you’re making from your side hustles is self-employment income.”

He nodded.

“The long and short of it is that all the money you make is technically taxable income, but that doesn’t mean you’ll owe taxes.”

He looked a bit confused.

“Bear with me,” I said, “because this stuff is dry, but you need to know it. In Canada, all earned income is potentially taxable income. It would be the same if you had a part-time job earning $15 an hour at a grocery store. You would likely only take home $12 an hour because the rest would go to taxes, or Employment Insurance, or other deductions. Those deductions would automatically come off your paycheque. Lots of different types of deductions come off paycheques, most of them when you’re older. For now, at your age, it’s only income tax and Employment Insurance.”

“Ahhh! My mom is always frustrated about how many deductions come off her pay.”

I smiled. “It can feel like a lot sometimes. Especially when you’re an adult. But since you’re self-employed, it’s up to you to put that aside yourself. So if you get $15 per hour for babysitting, a good practice would be to put $3 (20%) of that aside for tax time and only spend or save the $12 left over if you think you’ll owe.”

“Do you think I’ll owe taxes on this money I’ve earned?”

“It’s unlikely. It depends on how much you’re making. In Canada and in each province, there’s something called the ‘basic personal amount.’ This is a tax credit. If you earn less than the basic personal amount, you’ll be exempt from paying tax. In 2024, it was $12,399 in Ontario and $15,705 for Canada.”

“Okay. So you’re saying that I still have to file taxes at tax time as a self-employed person, but that if I earned below the 12 thousand number, the basic personal amount, I likely won’t have to pay taxes.”

“Exactly. You file, but you likely don’t have to pay. Plus, you’re younger than 18. So you don’t have to pay into the Canada Pension Plan* yet.”

He looked relieved. “Okay, I definitely didn’t make more than that so far this year. But I’ve also never paid taxes. Is that a problem?”

“It shouldn’t be. Because you didn’t earn more than the basic personal amount, you don’t have to put the 20% aside. If you do eventually earn more than that, then you should put some money aside for taxes every time you get paid. It’s a good habit as well. Now, back to tracking your money.”

He nodded and I continued. “Step 1. We need to make a list of all the Income Sources from your side hustle income.”

David had two babysitting gigs; one tutoring job; and various snow shovelling, lawn mowing, and dog-walking opportunities throughout the year.

“I’m going to give you a chart. You can use it to calculate your Regular Income after today on your own.”

I filled out the chart with the sources of his income.

Regular Income Calculator with Income Sources
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“Step 2 is to categorize these jobs. You need to tell me if the money you earn from them is random, predictable, or reoccurring.”

“What do you mean?” he asked.

“Random Income means that you have absolutely no idea how much or when money will come in to you. Holiday money or gift money for birthdays can be like this. Kind of like bonus money.”

“I get it. Like, I don’t know if my grandma will give me $50 at Christmas. Maybe she won’t, maybe she will, maybe it’s less.”

“Exactly. It’s random. Random money should never be included when you’re calculating your Regular Income, because we just can’t count on it. You have to look at random money like a pure bonus.”

“What about my babysitting money from Sammy?” he asked. “I know I’ll make $15 per hour but I just never know when Sammy’s mom will text me to babysit. Is that considered random?”

“Great question. I would not consider that random because Random Income means you don’t know how much or when. But with Sammy’s babysitting money, you know how much, you just don’t know when. Predictable Income means that you can guess how much you’ll make next time you make money from that Income Source, but you don’t know exactly when. So your babysitting money is predictable, but not reoccurring.”

“I think I have a bunch of this kind of income. Predictable, but not reoccurring.”

“Tell me more.”

“So, babysitting Sammy. I know how much I’ll make per hour, but not when I’ll make it. So that one’s predictable. Shovelling snow, I charge $10 every time, but I don’t know when it’s going to snow, so it’s also predictable. I know how much, I just don’t know when. Same for lawn mowing.”

“Exactly! Let’s talk about babysitting Olivia, tutoring, and dog-walking. You don’t think they are Random Income or predictable. Why?”

“I babysit Olivia once a month, guaranteed. Her parents have a monthly date night. It’s always scheduled way in advance. So I know I’ll make four hours at $15 per hour, and I know when it’s going to happen.”

“Perfect. That definitely qualifies as reoccurring income. When income you make is reoccurring, it means that you know when you’ll get paid and pretty close to how much. This functions very much like a regular job.”

“Tutoring is the same then,” he said. “It’s $25 a week for the next four weeks at least. Not sure if they’ll need me after that, but it’s definitely $25 a week for now.”

“What about dog-walking?”

“Both.”

“Tell me about that.”

He smiled and I could tell this was his favourite gig. “I only walk two dogs in the neighbourhood. I walk Mrs. Rivere’s dog, Luna, three times a week. Every week. Rain or shine. Mrs. Rivere has mobility issues, and her daughter asked me to help take Luna to the dog park. So, I make $5 for a 20-minute dog-park trip. I can count on that. That would be reoccurring.”

“What’s the other dog you walk?” I had seen him around the neighbourhood with Luna, but I didn’t know the second one.

“Max. Down on Pine Road. I walk him for $10! They insisted on paying me more than $5, which is wild. It’s great money for me, but I just never know when they’ll need me. They only text me to take him when one of them is out of town and they just need an extra hand. Sometimes I make $50 in one week! Then nothing for months.”

“Pop quiz! What is the nature of that income?”

He smiled. “Predictable. I know how much per session, but I don’t know when I’ll make it.”

“Nice work! Okay, let’s pop this all into your chart and see what we come up with.

David’s Predictable Income
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“Step 3, the last step in calculating your Regular Income, is to tally up how much you’ll make in the next month. It doesn’t have to be a month, you could use a week if you’re working with a really short time horizon, but typically, a month is a good framework to start with. It’s long enough that you don’t miss money, like Olivia’s parents going on their date, but also short enough that it’s fairly predictable. It’s not a full Projected Future Income.”

“Do I just tell you how many times I think those people will call me?” he asked.

“Yep! Let’s start first with the reoccurring income. In the next four weeks, what will you make from each of those Income Sources?”

He took out his phone again and tapped the calendar. “I know I’ll make $60 from babysitting Olivia. I have it scheduled usually three to four months out.”

“That’s $60 ($60 × 1) over the next four weeks.” I popped it into his Regular Income Calculation chart. “What else?”

“Tutoring,” he said. “I have four weeks left of that. Not sure what happens after, but for the next four weeks, I can count on $25 per week. It’s really good money. But the gigs are few and far between.”

“The gig economy,” I said with a grin and added it to the same chart. “That’s $100 ($25 × 4)!”

We carried on. “The last reoccurring Income Source for you is walking Mrs. Rivere’s dog, Luna, at $5 per walk, yes?”

“Yep. And I usually do it three times a week, every week.”

“That would be 12 walks in the next four weeks (3 per week × 4 weeks).”

He did the mental math in his head. “That sounds right.”

Into the chart it went.

“Wow, you’ve got $220 ($60 from Olivia + $100 from tutoring + $60 from Luna) coming in in the next four weeks!” I was stoked for him.

He smiled. “It’s a good month when tutoring is happening.”

“What do you tutor?”

“French.”

“Très bien!” I said, in my best grade 9 French accent.

“Merci.”

More laughter as we moved on.

“What about the other money?” he asked. “The predictable but not reoccurring kind. Do I include those jobs?”

“Yes! Think about the next four weeks. Let’s go through them one by one.” I held up the chart. “Will you babysit Sammy in the next four weeks?”

He looked at his schedule. “Hmmm. Probably not. I just babysat for them a week ago, so it’s possible, but not likely.”

“Okay, I will add a zero for Sammy in column B for the next four weeks.”

“What if they call me?”

“Pop it in! This isn’t an exact science when it comes to the Predictable Income. Reoccurring is much easier to calculate. It’s better to estimate conservatively and be pleasantly surprised, than to over-estimate and be disappointed.”

“Okay, what about snow shovelling?” I said, and we burst out laughing. It was the end of May and hot. “For real, though, any lawn mowing right now?”

“No one has lawns here! All gardens. I keep posting it in the neighbourhood social media group, but I’ve only ever had one person take me up on it in the last two years.”

“So, snow shovelling is much more lucrative, but we need snow. So I’ll add a zero to this column as well. And lastly, are you scheduled to walk Max at all in the next four weeks?”

He perked up. “I am!” He scrolled through his calendar. “In three weeks, I am booked four times in one week!”

“Amazing!” I added it to the chart and turned it to him. “We’ve finished Step 3. Now, to calculate your Regular Income, just add up all the numbers in column C.”

He looked at the chart and did some quick mental math. “$60 + $100 + $60 + $0 + $0 + $40 is $260.” He looked surprised. “So it’s $260 for the next four weeks.”

“You got it! Wonderful! And we know you don’t need to put aside anything for taxes because your income will be well below the basic personal amount this year. So, the full $260 is yours.”

David’s Regular Income Calculation
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“Awesome.” He smiled. “This feels great to know, like, exactly what I’m working with.”

“I’m so glad.”

“So, I just do this each month?”

“Yeah, and then you’ll know what your Regular Income will be for the month ahead.”

“That’s actually really simple, but I just wasn’t doing it. I usually just have money come and go. I also never considered thinking about it like this. It feels less random. I can, like, plan on it.”

“That’s the point. You can plan on it.”

“And if it changes, I can just update it.”

“Yep.”

“Is there an app for this?”

“Many. The financial technology options are changing quickly in Canada. But the income tracking skills that you’re learning here are important no matter what app you use. You can also use a good old-fashioned spreadsheet. I can send you the template.”

He smiled. “I’ll probably find an app.”

I laughed out loud.

Our time was up, and David had to go. We made a plan to touch base in a week to make a financial plan to save now that he knew how to track his income. Stay tuned for more of David’s story in Part 2: Save Your Money.




CHAPTER 1 NITTY GRITTY




Canada Pension Plan

•The Canada Pension Plan (CPP) retirement pension is a monthly, taxable benefit that replaces part of your income when you retire. If you qualify, you’ll receive the CPP retirement pension for the rest of your life.

•You start contributing to this after you turn 18. https://www.canada.ca/en/services/benefits/publicpensions/cpp.html

Do You Need to File Income Tax?

•Filing and paying tax are two different things. You can file but not pay.

•There is no specific age when you need to start paying income tax in Canada. Instead, you’re required to pay income tax once you start earning a certain amount each year. Visit https://www.canada.ca/en/revenue-agency/services/tax/individuals/topics/about-your-tax-return/you-have-file-a-return.html for more information.

•The basic personal amount is the amount of income that you are allowed to earn before you must start paying taxes. There’s one for your province and one for all of Canada. More here: https://www.canada.ca/en/revenue-agency/programs/about-canada-revenue-agency-cra/federal-government-budgets/basic-personal-amount.html.

Your Estimated Tax Rate

•You can estimate your taxes owing and your tax rate with an online tax calculator like this one: https://www.wealthsimple.com/en-ca/tool/tax-calculator.

•Please note: Some of the figures from this calculator may differ from the ones in this book depending on the year you are using it.

Do You Know Your Stuff?

Test your knowledge with these True or False questions.

QUESTION 1: Tracking each Income Source is important so you can calculate your Regular Income. True.

QUESTION 2: The definition of Regular Income is income that comes and goes regularly.

False. Regular Income is money you have coming in after deductions in the next four weeks.

QUESTION 3: Your Regular Income is the cornerstone of all financial plans you want to make now and in the future. True.

QUESTION 4: There are three different types of income.

False. There are five: gifts, self-employment income, employment income, passive income, and government grants.

QUESTION 5: The nature of income can be random, predictable, or reoccurring. True.

HOMEWORK

Calculate your Regular Income.

STEP 1: List all your sources of income. Include all types of income: gifts, self-employment income, employment income, passive income, and government grants.

STEP 2: Categorize each source by the nature of income: random, predictable, or reoccurring.

STEP 3: Calculate the Predictable Income amount for each Income Source. This is how much you earn each time you do the job. For example, $15 per hour, $10 per dog walk (A).

STEP 4: Guess how many times you will be paid the amount in Step 3 over the next four-week period (B) for each Income Source.

STEP 5: Calculate how much money you will earn from each Income Source by multiplying the number from Step 3 by the number in Step 4 (A × B = C).

STEP 6: Calculate any taxes you may owe with an online income tax estimator* (D).

STEP 7: Subtract the taxes owing (C – D).

Regular Income Calculator
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Tania, Who Just Needed Money for Life




	AGE:

	18




	SIBLING STATUS:

	Has a younger brother




	INCOME SOURCE:

	Job at the local arena




	REGULAR INCOME CALCULATION:

	$2,248 in the next 4 weeks




	CURRENT SAVINGS:

	$0




	SAVINGS GOAL:

	Post-secondary school






After our last meeting, Tania went out to start saving money for the trip and for school, and her intention was to have no spending money. We had planned to meet again in late July after her trip, but she reached out to me to check in at the end of June, just before Phase 2 of our plan was supposed to start. We met just before the trip was supposed to happen. The meeting got off to a bumpy start.

“Hey, Tania!” I said when she appeared onscreen.

“Hi,” she said flatly.

I could tell she was not happy. I had a feeling that would be the case before the meeting. She had reached out a few weeks ago and asked if we could do our follow-up meeting before the trip.

“How’s it going?” I asked.

She bit her bottom lip and looked away from the screen. She was sort of bouncing a bit. I suspected she was moving her foot up and down quickly below her desk. She was definitely agitated and upset. She took a while to speak because I think she was trying not to cry.

“Are you okay, Tania?” I asked gently.

She shook her head no, but didn’t speak.

“Want to take a minute?”

She nodded.

“I’m going to go get a glass of water,” I said. “I’ll be back in a minute or so.”

She nodded again, her screen went black, and she muted herself. I left my screen on but just stood beside the computer. I didn’t go get water. After a few minutes her screen came back on, and she unmuted herself.

She cleared her throat. “Sorry about that.”

“Don’t be. I don’t know exactly why you’re here before our originally scheduled meeting in July, but I imagine it’s because the plan to spend zero money didn’t work out the way you hoped.”

“It didn’t.”

Oof. I felt for her. “I’m sorry that happened. It’s really hard to fail at our financial plans. It can make us feel hopeless.”

She quickly wiped away an escaped tear and shook her head. “Don’t be sorry. It’s not your fault. It’s just impossible to do the right thing financially.”

I tilted my head to the side. “What’s the right thing? Financially?”

“Save money. Don’t go into debt.”

“Those are good pillars, but it’s much more complicated.”

“It shouldn’t be. You spend less than you make, you save it, and you don’t buy things unless you have the money.”

“You think that’s impossible,” I said, my voice full of empathy.

“I know it is. For me. Not for rich people, or people with rich parents. But for me, it’s impossible. I work so hard. I spend so little. Constantly saying no. Always going without. No fun. And I save, save, save, and no matter how hard I try, I keep having to dip into my savings.” Her voice started shaking. “And now I don’t have enough saved to see my grandmother. I can’t go on the trip, and no matter what I do in the next six months, I won’t have enough.” Tears fell.

“Oh, Tania, that’s really hard,” I said. “Are you sure there’s no way to go? Maybe we can find a solution.”

“Ugh, I’m just so over it. I’ve been trying not to spend any money and tracking any spending I did with my budgeting app, and no matter what I do, there’s no way to do this.”

“How much do you have saved right now?”

She slumped. “For the trip, I only have the $2,500 saved. The $2,500 I already had. I spent all the money I was supposed to put aside for the trip. On payday, I’d get the $190, then put $33.25 to bills, and $67.83 to the trip fund, and $89 to the school fund. I even opened a Tax-Free Savings Account (TFSA) when I turned 18 for the school savings and had the $89 automatically come out each week on payday to that account. But so many things went wrong in the last few months.”

“What happened?”

“My laptop broke, so I had to repair it and it cost $300. Two of my friends had birthdays and we all went to get our nails done and go out for lunch. It came up to $100 because we also covered theirs. Things like that.” She let out a big sigh and sounded so defeated. “I just needed money for life.”

“That’s normal. Spending nothing was unrealistic.”

“I thought I would try and spend nothing and maybe actually spend like $20 a week or something and save the rest. But I ended up spending so much more. Closer to $40 a week.” She put her face in her hands.

“Are you upset that you couldn’t stick to the plan, or that you think you can’t go on the trip?”

“The trip,” she said softly. “I really want to go. I want to see my grandmother. I want to be with my friends before we all go away for university. I can’t believe I spent the money. This trip is so important to me. How was it not enough to make me save?”

“Tania, I think you can still go on the trip.”

“What? How?” She looked at me, confused. “It’s next week. I’d have to book flights, like, tonight and pay for almost all of it this week. It’s going to cost $5,000 all in. I don’t have $5,000. Not even close.”

“What about the TFSA? The $89 per week you’ve been saving for 24 weeks. That’s $2,136 ($89 × 24 weeks)!”

She looked indignant. “What? That’s school money.”

“I know, but it’s also money you saved up. You have a year to save for school.”

She put her hands up. “No. No. I’m not comfortable with that.”

“What is making you feel uncomfortable?” I asked.

“I don’t think I could enjoy the trip if I used money that was supposed to keep me out of debt when I’m in school.”

I nodded. “I get that.”

“See? I can’t go,” she said. “Unless I used a credit card.”

“Did you apply for one?”

“My aunt co-signed one. She said I should have a credit card now that I’m 18. For my own financial independence.” She looked nervous. “Is that bad?”

“That actually can be very helpful,” I said reassuringly. “Having a credit card will start to build your credit score. For better or worse.”

“How?”

“This is a major topic, but your credit score* is a score, between 300 and 850, that represents how well you manage debt on your credit report.* Future creditors will use it when deciding whether or not you’re a good risk. For example, if you apply for a loan in the future, the lender, the bank, can look at your credit score and see the history of how you manage debt. Are you a person who misses payments? Do you max out your cards every month and carry big balances? The lower your score, the less likely you’ll be able to get good loans or interest rates in the future.”

“That all seems like after-university stuff, though.”

“Yes and no. A lot of landlords will ask for a credit score. So when you move out—”

She interrupted. “Ha. If I can afford to.”

“Well, hopefully all the schooling will lead to a job that pays you enough to move out,” I said with a smile. “But no matter what, building a solid credit score while you’re young is great. Plus, you get the experience of using a credit card, getting all the perks as long as you don’t overspend and get into trouble with it.”

“There are perks to a credit card? I thought they were evil.”

“They can be. Credit cards are like your best pal or your worst enemy in one. Like a frenemy.”

“I know they are bad because they charge interest, but I don’t really understand that fully.”

“Credit cards can harm in three ways: they can get you in debt from overspending, they charge high interest when you can’t pay it back, and they can hurt your credit score when used incorrectly.”

“How can it get me into debt?”

“Well, it’s extremely easy to spend money you don’t have using a credit card. I’m sure you’ve seen people pay for things at the store, and they don’t even have to put in a code most times. Just tap the card and it’s done. Same on the internet. Once you put your credit card into online stores, you don’t need to think before you spend. That’s how it gets people into trouble. They accidentally overspend and then can’t pay it off. It’s too easy.”

She looked uncomfortable. “Why can’t they pay it off?”

“So many different reasons. But the main thing that’s the same with everyone is that as soon as you borrow money to spend on something, you have to pay it back. Plus, you still have to pay for your regular life. Plus, if you miss the grace period, you have to pay it back with interest. Interest is an amount of money you owe on top of the amount you borrowed.”

“I’m confused.”

“This is an overly simplified example, but it helps to get the point across. Let’s say you go shopping and spend $100, and you don’t pay it off that month. If the credit card charges 25% interest per month, you’d have to pay $25 in interest ($100 × 25% = $25). So now you’d owe $125, which is the original amount you spent plus the extra interest.”

She nodded. “So, the interest makes it more expensive.”

“Exactly. And if you’re buying something on a credit card, you probably don’t have cash just sitting around. Then you can’t pay it off, you have to borrow more to pay for daily life, and then your credit score gets hurt. It can start a cycle called a debt loop. Which is not good.”

“Why don’t I just cut this card up and never use it?”

“One of the main benefits of having a credit card is that as long as you pay it off within the time period they allow, called the grace period, there is no interest charged! You can use it and pay it off without being charged any interest.”

“So, it’s free—until you’re late?” she asked.

“Yes. Plus, using it and paying it off on time is what helps to build up your credit score. And depending on your card, you may even be able to collect points that you can use for other things like travel, cash back, that kind of thing.”

“Okay, I think I get it. As long as I use it and can pay it off, I won’t be charged interest and I’ll get the benefits.”

“Exactly. But you have to have a plan to pay it back. You don’t want to accidentally overspend and get yourself into debt that you can’t get out of.”

She nodded. “I don’t think I should use this for my trip. It scares me.”

“You don’t have to be scared. If you can realistically handle the repayment schedule, it’s not overspending. You have to have a plan. Let’s math out a budget, a realistic one, to see how long it would take you to pay it back and if you can swing it.”

She nodded but didn’t say anything. I could tell she was mulling it over.

I shared my screen and pulled up a spreadsheet.

Tania’s Total Savings




	SHORT-TERM SAVINGS

	$2,500




	LONG-TERM SAVINGS (TFSA)

	$2,136 ($89 × 24 weeks)




	TOTAL TRIP COST

	$5,000




	SHORTFALL

	–$364 (rounded to $365)






“Tania, I think it’s okay to use the money in the TFSA for this big trip, to save the interest on the credit card, and to go on this important trip.”

“Isn’t it irresponsible?” she asked gloomily.

“You’re young, you have a job, and you’re saving so much so you can avoid student loans. You have worked so hard!”

“But last time we calculated everything out, we figured I would almost break even for school, only a $1,280 surplus. If I use this money for the trip, I’m short $3,720 ($5000 – $1280). That will end up on a credit card or student loan at some point.”

I let out a big breath. “Maybe that’s true. It’s hard to know. So much can happen in the next four years for you. Maybe you’ll be able to work more than one shift a week during school. Maybe the costs won’t be as high. Or maybe you’ll have to take out a $3,700 student loan in your last year of school. We don’t know for sure. But $365 on a credit card for a month is not going to make or break your ability to pay for school or throw you into debt for the rest of your life. It will, however, absolutely make or break your ability to go on this once-in-a-lifetime trip. It’s not like you’re pulling the money out to buy something meaningless, and it’s not so much money that you can’t pay it off. This matters.”

She nodded again.

“Tell you what. Let’s make a budget to see how long it would take you to catch up. To go on the trip and then pay back the money you borrowed from the long-term savings. Obviously, spending no money wasn’t possible, but how much could you spend and still save that money? Then, you can make an informed decision!”

She sat up straighter. “That sounds good.”

“Awesome.” I cheered. “At our last meeting, we projected that Future Income will go to $2,248 when you get home from the trip because you’ll have full-time hours.”

“Yeah, but I have to save that money for school. Like we already talked about, I need to save $1,830, and now I’ll have to pay this back as well.”

I nodded. “Right. And my affordability rule of thumb is that you are not allowed to buy something on credit that you can’t reasonably pay off in three months.”

“How do I know?” she asked as she wrote down my last point.

“Let’s make a budget.” I shared my budget template with her and filled it out as we went. “I know you pay $100 for your phone each month, and your gym membership is $18 a month, and I know that you pay for a streaming app that’s $15.”

“I also pay for some groceries and toiletries, plus spending money and transit.”

“Totally, but let’s fill out your fixed expenses first.”

“Those are fixed. I pay for those things every month.”

“I understand. I’m not saying they are optional, but I’m trying to calculate the bills you pay each month that are predictable and reoccurring. Like the gym membership, it’s $18 every month. Same with your subscriptions and phone bill. Groceries and toiletries or clothes fluctuate. One month maybe $40, the next $30.”

“I see. It’s not about importance but, like, how the expense happens.”

“Right. Fixed expenses mean all the money you cannot spend each month because it’s already promised to someone else.”

She looked at the chart. “I think that’s it for bills.”

“I’m not adding a $17 minimum payment you’d have to make on the $365.”

“Is that because I’d pay it off within the grace period?”

“Yes. The minimum payment on a loan or a credit card is the amount you must pay. You have to, no choice. Can’t get out of it. So it’s a fixed expense. The amount you put on the loan or credit card that’s more than the minimum is actually a form of long-term savings!”

“Because it’s bettering my future finances and it’s a choice.”

“You got it,” I said, smiling.

“And debt increases your cost of living because of the interest that you have to pay each month,” she said. “And the interest is part of the minimum payment, right?”

I nodded. “If the interest rate is 25%, you’re paying approximately $7 in interest on the $365 and $10 to principal. The principal is the actual amount of debt you have.” I turned back to the chart. “What were some of the things you needed to spend money on that you think will continue in the future?”

“I always end up spending money on groceries or toiletries. My parents don’t buy the right hair products for my curly hair. It’s expensive. I also like certain groceries they don’t want to buy. So I usually spend $80 a month at the grocery store since food and toiletries are so expensive.”

I wrote that in. “What about entertainment? Going out? Getting a meal with friends?”

She shook her head. “I try to say no to almost everything, but I do love books. I’ll usually spend $40 a month on books or records, and I’ll go out for dinner with friends maybe once or twice. It’s usually $25 no matter what I do. Eat a meal out, go to a movie, go bowling—whatever. It’s $50 a month to go out. This is why I couldn’t spend nothing.”

I nodded. “I know. It’s so hard.” I turned back to the chart. “What about the other categories—clothes, shopping, transit?”

“My transit is around $85 for the month.”

I put the expenses into Tania’s budget. “What about clothes, shoes, that kind of thing?”

“Hardly anything. I usually try to save $30 a month so I can buy something when I need it. Like a sweater, shoes . . .” Her voice lowered and she hung her head. “I really thought I could do the library thing, the potluck-dinner-with-friends thing, and not buy anything for six months, but I couldn’t. I don’t have an extravagant life. I feel like I’m so careful, but everything is still so expensive.”

“It may not be as bleak as you think.” I tallied everything up. “Let’s look at the savings goals we made last time.”

I pulled it up on the screen.

“Phase 1 is over. Now you’re about to start into full-time work in Phase 2. The goal is to put aside $1,830 for long-term savings when you start earning $2,248 a month.”

I showed her the budget forecast.

“When you start working full-time this summer, your projected expenses will be $418 a month. Still about $5,016 a year ($418 × 12 months). That’s good. Almost exactly the same as our projections from before.”

Tania’s Budget for Phase 2, Full-Time




	MONTHLY INCOME

	$2,248 ($14.05 × 40 hours × 4 weeks)




	MONTHLY EXPENSES

	 




	FIXED EXPENSES

	 




	Rent

	 




	Utility bills

	 




	Cellphone

	$100




	Internet

	 




	Insurance payments

	 




	Payments to debt (e.g., student loans, car loans)

	$0 (unless she misses a payment)




	Subscriptions (e.g., streaming, apps)

	$15




	Gym membership

	$18




	Total Fixed Expenses

	$133




	SAVINGS

	 




	Total Long-Term Savings

	$1,830 (from Phase 2, how much to save for school)




	Total Short-Term Savings

	$0




	SPENDING MONEY

	 




	Groceries

	$80




	Gas

	 




	Shopping (e.g., clothing, gifts)

	$30




	Transportation (e.g., taxi, transit)

	$85




	Entertainment (e.g., books, movies, concerts)

	$40




	Meals out

	$50




	Total

	



	
	



	
	


































	
	



	
	



	
	



	
	



	
	



	
	



	
	



	
	



	
	



	
	
















	
	
	
	
	



	
	
	
	
	



	
	
	
	
	



	
	
	
	
	



	
	
	
	
	



	
	
	
	
	



	
	
	
	
	



	
	
	
	
	













	
	



	
	



	
	



	
	



	
	



	
	



	
	



	
	



	
	



	
	



	
	



	
	



	
	



	
	



	
	



	
	



	
	



	
	



	
	



	
	



	
	



	
	



	
	



	
	



	
	








	
	



	
	



	
	



	
	












What Is Your Credit Report?





Do You Know Your Stuff?
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