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	Where do I want to put my surplus earnings?

	
	Income
	
	
	
	
	
	
	
	

	Annual income after taxes
	 50000.00
	
	
	Savings
	40%
	 
	
	    $3934.40
	

	
	
	
	
	Emergency
	30%
	 
	    $2950.80

	Total annual expenses
	$40164.00 
	
	
	Debt Payoff
	20%
	 
	
	$1967
	

	
	
	
	
	Other Goals
	10%
	 
	
	$983.6
	

	Surplus 
	$9836.00 
	
	[42]
	Total
	100%
	 
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	What are my expenses
	
	
	
	
	
	
	
	
	

	description
	
	
	
	
	
	
	
	amount
	

	Mortgage payments(1284 x 12)
	
	
	
	
	
	
	   $
	  15408
	

	Utilities (403 X 12)
	
	
	
	
	
	
	
	$4836 
	

	Groceries and food expenses (506 x 12 )
	
	
	
	
	
	
	
	$6072 
	

	Car payments (402 x 12 )
	
	
	
	
	
	
	
	$4824 
	

	Medical insurance (198 x 12)
	
	
	
	
	
	
	
	$2376 
	

	Gas (102 x 12 )
	
	
	
	
	
	
	
	$1224 
	

	Car insurance ( 246 x 12 )
	
	
	
	
	
	
	
	$2952 
	

	Miscellaneous expenses (206 x 12)
	
	
	
	
	
	
	
	     $2472
	

	Total expenses
	
	
	
	
	
	
	
	          $40164
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	





Do the Jones’s have a surplus or a deficit? 
From their annual budget the Jones’s have a surplus of $9836 which makes up almost 20% of their annual income after taxes.
$9836/$50000 x 100 =19.672%
If they have a surplus, suggest how they can use the extra money.
There are numerous ways they can constructively spend their surplus earnings depending on their priorities. Some of the ways include:
a)Making extra repayments on their home loan-This will not only help them finish the loan much quicker but also save them huge amounts of interest they would have otherwise paid.
b) Place the surplus earnings in a high interest paying account this will see their money grow due to the compound interest the money will accumulate, another upside to this is that the money is easily accessible whenever needed.
c) Open a retirement account – opening a retirement account is a sound financial investment; additionally there are huge tax benefits for several retirement accounts depending on the type.
d) Building an emergency fund- An emergency fund could be very helpful in case an unforeseen catastrophe occurs it would ensure they still maintain their lifestyle even in case of a tragedy.
e) Investing the surplus money- They could either invest their money in short term or long term securities that would in turn multiply their original investment.
Explain why it is important to have a 3 to 6 month’s salary saved for an emergency fund
Most financial advisors recommend that you should have 3-6 month’s salary in your emergency fund in case of unforeseen events like losing your job or getting ill. With that much in your emergency fund account you can sustain your lifestyle for a sometime while looking for possible solutions to your problems. It is advisable to save more in your emergency fund if you are the sole breadwinner or if your job is not fully permanent and your employment could be terminated anytime.
Explain the concept of paying yourself first.
Paying yourself first is a financial strategy where you first take a savings contribution from your paycheck before paying your monthly living expenses. It is a practice that focuses on increased and consistent savings. This concept helps improve on your savings by avoiding missing out on any payments. Some financial professionals have even gone to the extent of calling it the golden rule of personal finance.
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The   Jones ’s   Budget   Worksheet          

 W here do I want to put my  surplus earnings ?  

 Income          

Annual income a fter taxes    50000 .00    Savings  40 %           $3934.40   

    Emerge ncy  3 0 %          $2950.80  

Total annual expenses  $40164.00      Debt  Payoff  2 0 %      $1967   

    Other  Goals  1 0 %      $983.6   

Surplus   $9836.00     [42] Total  100 %        

          

          

What are my expenses           

description         amoun t   

Mortgage payments(1284 x 12)            $     15408   

Utilities (403 X 12)         $4836     

Groceries and food expenses (506 x 12 )         $6072     

Car payments (402 x 12 )         $4824     

Medical  insurance   (198 x 12)         $ 2376     

Gas (102 x 12 )         $1224     

Car insurance ( 246 x 12 )         $2952     

Miscellaneous expenses (206 x 12)               $2472   

Total expenses                    $ 40164   

          

          

     

