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Introduction to Financial Literacy

» Income
- Expenses
- Savings vs. Emergency Fund

- Budgeting




Financial Literacy - Income

- Income is the money that is received from work or investments, usually
in exchange for providing a good or service or through investing capital.

- Income is not disposable income.
- Disposable income is the money left after all expenses have been paid.

- Income is used to fund day-to-day expenditures. Investments, pensions,
and Social Security are primary sources of income for retirees.

- Example: A biweekly paycheck of $1200 is income and the remainder of
$450 after expenses have been paid is the disposable income of the
household.




Financial Literacy - Expenses

- Expenses = bills (general living expenses).

- In a normal household, expenses are the li%ht bill, gas and water bill, groceries,
rent, car note, car insurance, cable, child related and internet.

- Disposable income is the money left after all expenses have been paid.

- The expenses should never be more than the income that the household is
bringing in. This creates debt in the household.

- There are Variable expenses versus fixed expenses

- Examples of variable expenses include; yard care, clothing, car maintenance,
entertainment light, gas, water or dining out.

- Examples of fixed expenses include; rental payment, mortgage, car payment, or
phone bill.
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Financial Literacy - Savings vs. Emergency Fund

- A savings account earns interest annually or monthly depending on the terms
of the banking institution.

- Savings should be put aside for a huge investment such as buying a house, car,
or children’s college fund.

- A savings account does not need to be a large amount each month. It can start
off with just $20 a week and grow from there. The deposit amount is based on
the type of income coming into the household.

- An emergency fund is money that is put aside for emergencies such as job loss,
car repairs, or emergency surgery. An emergency fund account does not need
to be a large amount each month:. It can also start off with just $20 a week and
grow from there.

- [tis important for families to have both a savings account and an emergency
fund account.




Financial Literacy - Budget

- A budget lists out all income and expenses of a household to see what is
disposable after each pay period.

- A budget also allows for individuals to see where they need to cut cost
or where they can cut cost.

- Simply put, budgeting helps individuals see what they can and cannot
afford on a monthly basis.

- Budgeting is how one eliminates debt, create a savings fund, and
prepare an emergency fund.



Financial Literacy - Monthly Budget

The budget lists out income, expenses, and savings and emergency fund amount. This
helps individuals get a full picture of how much disposable income is left each month.
—  Monthly Pudget
: mmm Step 1 Income
Budget Amt tuas t | Difference
NooME: . * Know how much money you are bringing home. You
Other Income will be working with your net income (after taxes).
EXPENSES » Add additional income from any other business.
[Mortgage/Rent
Household Maintenance
Taxes
Insurance
Electricity Step 2 Expenses
Sewage
E:Tﬁ e List all your monthly expenses based on your budget
one
s amount versus the actual amount spent.
e
Call Pioas  Note the difference between the two and pay close
Entertainment attention if you exceed your budget amount.
Charity/Donations
Fuel
Auto Insurance
Car P t 3
T e mmm Step 3 Savings
Credit Cards/Debt
|Etes Tosorance o Al If by putting that int
fe Porremon ways pay yourself by putting that money into your
Clothing savings account.
Child S rt/Alim . .
Other —  Consider retirement and college funds for the future.
etiremen
College mmm Step 4 Balance
Basic/Other
[EYEALS e Subtract your expenses from your income.
JTotal Income — “Total Expenses  The balance should be zero at the end of each month.




~ Monthly Household Budget Worksheet

JH arigape ar rent
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Homeowners assoction fees {ther
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| amienanc e or repairs
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Monthly Household
Budget Worksheet
Example
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Schaal supplies

i) ther

Organization chies or foes

Sunbrtotal of Section A

Child cane

Wehick 1 {lean paymeni}h

Subioral of Section F|$

Viehiclk 2 {loan payment

Public wamporttion {bus, i, train, elc. )

Vehick msurance dall vehicles)

Home (inchiding Flood Insurance)

Licemsing Halth { Medical, Dental, ¥V &ion, i)
Fuel & mainenance L itz
(iher (ither

Satdrantand o e cion E

Subrior i wof Secrion G |8

Credd Card ¥ 1 Aftamey

Credit Card ¥ 2 Adimany

Crexdit Card ¥ 3 Payvmenis on liem or judgment
Unzsecured {Persaonaly Loanis) (ither

Siudent Loanish

Kiitavarl ar | Kpvvion H |8

Oiher (1mi)

Subtotal of Section ©

Enfertinment {movies, musi, elc. )

Retirement accounis )

Invesiment accouni{s )

College savings

Howschokd tailctries and supplies {(ther
M edical Siabiotal o f Seciion 1%
Groommg (hair, nadls, edc.)
lath inE iim:lud.inﬁ chry ¢ kean inﬁ:
Health chub ar ather club feesilues Federal
Charitable contributions Stale
et expenses (food, medical, etc) Local
{Oiher {ther
Subrtotal of Secoion D |§ Subvatad of Section J %

Total of Sections A-J

%

IF‘msihlu: reductions in menthly expenses |$

1. List household income - this includes all
money that is coming to the household that
contribute to the monthly expenses.

2. List home expenses - this includes rent,
electricity, gas, water/sewer/trash, phone, cable
and internet, lawn services, home supplies,
groceries, maintenance, and improvements. List
any extras such as hair appointments, dry
cleaning, personal supplies, and clothing,.

3. List money that is being invested into savings
accounts, emergency funds, and college funds.
4. List obligations such as student loans and
credit card fees.

5. Always Balance - Subtract your expenses from
your income.
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