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Money Smart Module #7: To Your Credit

 Case Study:  Maria Tackles Her Debt While Saving 
in Her IDA

Supplemental Handout for Exercise 7.3
In this case study, we will focus on Maria’s goal to save in her IDA and eventually purchase a home.  Maria currently owes $1,800 on three credit cards:

	Name
	Balance
	APR

Annual Percentage Rate
	Minimum 
Monthly Payment

	#1: ABC Credit Card
	$250
	9.9%
	$10

	#2: 123 Best Card
	$1,000
	13.5%
	$10

	#3: XYZ Platinum
	$550
	21.0%
	$15


She is also trying to save $1,200 in her IDA, and has committed to saving $50 each month for 24 months.  Maria and her husband have talked about their monthly spending plan and have committed to spend $150 each month to pay down their credit card balances along with saving in the IDA.  How can Maria pay off her past debt and achieve her savings goal in two years?  

[Please note: For the sake of simplicity, daily Annual Percentage Rate (APR) is not being tallied to each credit card’s balance.  In real life scenarios the credit card balances would continue to rise incrementally through the pay-down period and it would take a few additional months to pay down each balance]

Step 1: Decide which credit card to pay off first, second and third.  Be prepared to discuss how you made your choice.

Step 2: Make a spending plan for Maria for the following 24 months by completing the chart on the following page.

Step 3: $150 is a lot of money to come up with each month.  What are some creative places in Maria’s spending plan that she can reassign to debt repayment?

Step 4: If Maria completes her goal before Month 24, what are some ideas for what she could do with the additional money?

Maria’s Spending Plan

	Month
	IDA +
	Credit Card #1 +
	Credit Card #2 +
	Credit Card #3 =
	Total Payments

	1
	$50
	
	
	
	

	2
	$50
	
	
	
	

	3
	$50
	
	
	
	

	4
	$50
	
	
	
	

	5
	$50
	
	
	
	

	6
	$50
	
	
	
	

	7
	$50
	
	
	
	

	8
	$50
	
	
	
	

	9
	$50
	
	
	
	

	10
	$50
	
	
	
	

	11
	$50
	
	
	
	

	12
	$50
	
	
	
	

	13
	$50
	
	
	
	

	14
	$50
	
	
	
	

	15
	$50
	
	
	
	

	16
	$50
	
	
	
	

	17
	$50
	
	
	
	

	18
	$50
	
	
	
	

	19
	$50
	
	
	
	

	20
	$50
	
	
	
	

	21
	$50
	
	
	
	

	22
	$50
	
	
	
	

	23
	$50
	
	
	
	

	24
	$50
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