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Financial Planning for Furloughs Resources 1

Financial Planning for Furloughs-Resources.

Analyze
a. Communicating about money. See communicating about money and money issues
Use the Taking charge of family finances Balance Sheet. Or this spreadsheet version
of a family balance sheet.
c. You can download a debt repayment spreadsheet like this debt reduction calculator
or you can work on your plan online at no charge at powerpay.org.
d. Develop current budget/ income statement.
i. See family money manager.
These tools can help;
ii. Try the check register technique here, using a check register to track your
expenses or, you can use this downloadable check register.
iii. Use this expense tracking log expense tracking log.
e. 12 month cash flow requirements
i. Use this spreadsheet which you can download family 12 month cash flow
sample 1
f. Set/Review current financial goals and values.
i. See Financial Values, Attitudes and Goals
Plan

1. Re-direct- change of flight plan
a. Develop furlough budget
i. See the taking charge of finances family money manager

b. How will your financial goals be affected? Put on paper! You can use this goal
setting sheet as a resource.
Protect
1. Mental/ Emotional
a. Need to order and review credit reports right away. See annual credit report.com
2. Protect your future

a. Avoid tapping your retirement funds
i. See 7-ways-to-avoid-tapping-retirement-cash

ii. Also, should-you-tap-into-your-retirement-funds-early?

b. Consequences of taking money out of your retirement plan.
i. TSP.gov rules regarding withdrawals and loans. See TSP Loan Basics and TSP
in service withdrawal basics

ii. You can also review the Fact Sheet Sequestration and your TSP Account

available here.


http://www.ag.ndsu.edu/pubs/yf/fammgmt/fs592.pdf
http://www.ag.ndsu.edu/pubs/yf/fammgmt/fe222c.pdf
http://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=5&ved=0CE0QFjAE&url=http%3A%2F%2Fwww.goforthinstitute.com%2Fresources%2Fcalculators%2FGoForths_Family_Balance_Sheet_Template.xlsx&ei=qBE1UZrOJKrMyQHbr4CgBA&usg=AFQjCNEZ6a_nrkgenZm4j-J1jRGVM4kMjg&bvm=bv.43148975,d.aWc&cad=rja
http://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=5&ved=0CE0QFjAE&url=http%3A%2F%2Fwww.goforthinstitute.com%2Fresources%2Fcalculators%2FGoForths_Family_Balance_Sheet_Template.xlsx&ei=qBE1UZrOJKrMyQHbr4CgBA&usg=AFQjCNEZ6a_nrkgenZm4j-J1jRGVM4kMjg&bvm=bv.43148975,d.aWc&cad=rja
http://www.vertex42.com/Calculators/debt-reduction-calculator.html
https://powerpay.org/
http://www.ag.ndsu.edu/pubs/yf/fammgmt/he222.pdf
http://www.ag.ndsu.edu/pubs/yf/fammgmt/fe470.pdf
http://www.ag.ndsu.edu/pubs/yf/fammgmt/fe470.pdf
http://www.vertex42.com/ExcelTemplates/excel-checkbook.html
http://media.wiley.com/Lux/assets/43/114243.099339%20un0304.pdf
http://www.ag.ndsu.edu/pubs/yf/fammgmt/fs591.pdf
http://www.ag.ndsu.edu/pubs/yf/fammgmt/he222.pdf
http://frugalliving.about.com/library/pdfs/FinancialGoalsWorksheetbw.pdf
http://frugalliving.about.com/library/pdfs/FinancialGoalsWorksheetbw.pdf
https://www.annualcreditreport.com/cra/index.jsp
http://www.bankrate.com/finance/retirement/7-ways-to-avoid-tapping-retirement-cash-1.aspx
http://money.usnews.com/money/blogs/the-smarter-mutual-fund-investor/2012/07/03/should-you-tap-into-your-retirement-funds-early-
https://www.tsp.gov/planparticipation/loans/loanBasics.shtml
https://www.tsp.gov/planparticipation/inservicewithdrawals/basics.shtml
https://www.tsp.gov/planparticipation/inservicewithdrawals/basics.shtml
https://www.tsp.gov/PDF/formspubs/oc13-7.pdf
https://www.tsp.gov/PDF/formspubs/oc13-7.pdf
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Talking About Money

Why should we talk about money? Didn’t we learn
as children that asking how much someone paid for
something was impolite?

Unfortunately, the consequences can be severe
when we don’t talk about money. Many couples
cite money problems as a factor in divorce.
Consumers find they have been taken advantage
of when they do not ask for estimates before
buying goods and services. And many families are
forced to deal with additional stress after the death
of a loved one when financial matters were not

communicated beforehand.
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Communicating

" Money
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Issues

Communications Basics

When we communicate, what we say may not be as
important as hew we say it. Here are some types of money
messages we may be giving (or getting) that can get in the
way of what we really want to say:

Messages that order, direct or command tell a person
his or her feelings or needs are not important.
Examples: ““You need to spend less on food.”

“You are wasting your money.”

Warning and threatening messages tell what will
happen if something is or isn’t done and can make a
person feel fearful and submissive.

Examples: “If you don’t control your charging, I’ll cut up
the charge cards.” “You will never get that new bike if you
keep wasting your money.”

Moralizing or preaching messages that tell what should
or ought to be done often result in resistance and
defending a position even more strongly.

Examples: “You really should control the budget better.”
““You aren’t putting enough money in your savings account.”

Advising, offering solutions or being told how to solve
a problem may make a person feel unable to make wise
decisions.

Examples: “If | were you, 1'd save that extra money.”

““You should wait to buy that until the end of the season.”

Messages that judge, criticize or blame, more than

any other, make a person feel inadequate, inferior or
worthless.

Examples: “Can’t you ever balance the checkbook right?”’
““You can’t spend your money on that!”” “You bought that
worthless piece of junk?”

Name calling, shaming or ridiculing can hurt a
person’s self-image or cause discouragement and anger.
Examples: “Okay, Smarty”” “That was a dumb thing to
spend your money on.”
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Ways to Improve Communications

Instead, try the following ways to improve your
communications about money — and most everything else!

Use “I”” Messages

The words you choose and your tone of voice can fuel or
defuse an argument. Your spouse is more likely to hear
you if you use “l Messages” instead of “You Messages.”
“You Messages” tend to be verbal attacks of blame and
criticism. “I Messages” focus on you and your feelings.

The Three Parts of an | Message:

1. “I feel...”
Make a clear statement of how you feel.

2. “When you...”
Name the specific behavior that caused you to feel
that way.

3. “Because...”
Say why the behavior or event is upsetting.

Instead of this: “You never record the amounts
of checks you write”

Try this: “I feel frustrated when check amounts
are not recorded, because | don’t want to bounce
a check?”

Remember: “I Messages” have three specific parts.
Just starting a sentence with “I” doesn’t make it an
“I Message.”

Identifying the Issuec in a
Money Disagreement

Sometimes the real reason for money disagreements is
not related to money at all. For example, one adult
daughter and her mother had a disagreement over the
mother’s shopping on QVC. While the argument started
with “You are spending way too much money buying
jewelry over your television set!”” the real issue was not
money at all. The parent had enough money to cover her
living expenses, along with everything she was buying
through the television retail program. The real issue for
the daughter was that her mother was buying more jewelry
than she would ever wear, and was giving it away to
friends and relatives. This was not a money issue, it

was a management issue.

Management issues can range from how much we spend
and how we spend to where we spend. Money issues

are only the dollars and cents involved. Either you have
enough to cover living expenses or you don’t.

Many times folks who think they are fighting over money
are really disagreeing over management.

Resources 3

Talking with Family Members

Family members may have different values, attitudes
and goals without realizing it. Learning to understand
each other’s perspective regarding money can be a great
first step in improving money communications and
management.

Money Meetings

Your household is like a minibusiness. Businesses that
wait to meet until a financial crisis are not very successful
or stable. Money meetings for your household are a

great way to clear the air of any misunderstandings

and to set family goals and plans. These meetings are
scheduled, purposeful meetings to practice family money
communication and to make plans and decisions. Keys to
successful money meetings have:

* A focus, with an agenda
* A time limit (no more than one hour)

* A regular time (monthly or before pay periods is
recommended; weekly may be necessary at first to get
financial communications on track)

» Ground rules, such as no blaming, use of “I”
messages and treating each other with respect.

Start with understanding each other’s money background.
Other meetings can involve working through goal setting,
drafting a spending plan and cash flow statement, and
preparing an annual family financial statement. Planning a
family vacation is another good reason for a family money
meeting.

Using money meetings for your family money
communications can provide opportunities for
compromise, a win-win outcome for everyone.

Talk about Money Activity

One common problem in marriages is disagreement over
money. Unfortunately, “How much should we spend?”

is less common than “ You spent that much?” By
understanding your own money beliefs and your partner’s
money beliefs, you can better understand each other and
the source of your money disagreements, and perhaps find
a more positive way of dealing with them. Money doesn’t
have to ruin relationships; instead it can strengthen the
bonds and teach you to work as a team.

The worksheet that follows can be useful in understanding
people with whom you make money decisions. Fill out
the worksheets on your own, and then share and discuss
answers.
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Talking as a Wise Consumer

Don’t be afraid to ask how much something is going to
cost and get estimates in writing. Many consumers are
faced with an unpleasant surprise when they receive a
bill for goods or services when costs were not discussed
in advance.

Talking with Professionals

Financial professionals can be a wonderful resource for
personal financial information. Choosing a financial
advisor and determining just how much financial
information is necessary to share are extremely important.
The Extension publication, “What to Look for in a
Financial Professional,” may be very useful. Here are
some questions you will want to ask or find out when

you meet with a financial professional:

» How many years of professional training have you
had?

» What is your educational background?
» What is your area of expertise?
» How do you keep up with current trends in your field?

» What type of clients do you usually manage and what
income bracket are they?

» How long has your company been in business?
» What other financial professionals do you work with?

» What credentials do you have? Professional
memberships?

» How are your fees determined and how will I be
billed?

One final question that is helpful to ask is, “What would
you like to know about me?” More than any other,
this question will tell you whether this financial
professional is a true pro. She or he ought to

ask you appropriate questions about your risk
tolerance, your investment goals, your knowledge
about investing, how much you already have
invested and what investments you currently own.

If the adviser isn’t interested enough in you to probe
for full answers to these critical questions, you’ll
never get the treatment you or your cash deserve.

Resources 4

When Not to Talk

There is a time and a place for everything, including
talking about your finances. Personal financial information
should never be shared with anyone you don’t know and
trust. ldentity information, such as your social Social
Security number, credit card account number or ATM

pin numbers should never be shared with others unless
you initiate the transaction and are certain of the security
precautions. The next time you apply for a new drivers
license, make sure you receive the new identifying number
that replaces Social Security numbers and other drivers
license numbers. (This can also be done before your
renewal date.)

You have probably received privacy notices from
banks and other financial institutions explaining what
information about you the company collects, if it plans
to share any personal financial information with other
companies and what you can do to limit some of that
sharing. Federal privacy laws give you the right to
stop (opt out) some sharing of your personal financial
information. These laws balance your right to privacy
with financial companies’ need to provide information for
normal business purposes. As a good consumer, take these
steps when you receive a privacy notice:

* Read all privacy notices.

 Get answers to your questions from your financial

company.
» If applicable, decide whether you want to opt out.

« If you decide to opt out, follow instructions in the
privacy notice.

* If necessary, shop around for a financial institution
with the privacy policy in which you are
comfortable.

Conclusion

Money! We argue about it, we need it, we
save it, we earn it, we spend it, we think about it.
Anything that important needs to be talked about
with clear communications and with the people

who really matter: spouses, children, aging parents
and financial professionals. Specific guidelines
are available for establishing positive and healthy
communications with each group. Think about
your communication style. Take steps to
make it work even better as you plan
for your financial security.
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WORKSHEET - Talk About Money

Directions: Family members should answer these questions separately, then compare answers.
The similarities and differences can spark a discussion of family money attitudes and practices.

1. If you received $1,500 tax-free, what would you do
with it?

for
for
for
for
for
for

© B B H H B

2. Rank the following activities. Use 1 to indicate what
you would enjoy doing most and 5 to indicate what you
would enjoy least.

______anevening at home with the family
______anight on the town
______involvement in physical activity
__ time with friends

______some quiet time to myself

3. Do you agree (A) or disagree (D) with the following
statements?

A D I’'mbasically too tight with money.

A D My spouse (or parents) is basically too
tight with money.

A D Equality in family decision making is
important to me.

A D |feel good about the way financial
decisions are made in my family.

A D Sometimes | buy things | don’t need
just because they are on sale.

A D | believe in enjoying today and letting
tomorrow worry about itself.

This publication may be copied for noncommercial, educational purposes in its en-
tirety with no changes. Requests to use any portion of the document (including text,
graphics or photos) should be sent to NDSU.permission@ndsu.edu. Include exactly
what is requested for use and how it will be used.

For more information on this and
other topics, see www.ag.ndsu.edu

County commissions, North Dakota State University and U.S. Department of Agriculture
cooperating. North Dakota State University does not discriminate on the basis of race,
color, national origin, religion, sex, gender identity, disability, age, status as a U.S. veteran,
sexual orientation, marital status, or public assistance status. Direct inquiries to the Vice
President for Equity, Diversity and Global Outreach, 205 Old Main, (701) 231-7708. This
publication will be made available in alternative formats for people with disabilities upon
request, (701) 231-7881. 2M-4-03

4. 1f you had to make a major cut in your current
spending, what would you cut first?

5. Id like to see us spend less money on and
see more money go for

6. What money problem is the most frequent cause of
argument?

7. What was the most sensible financial thing you have
done in your family?

What was the most foolish financial thing you have
done in your family?

8. Do you know the dollar figures that go in the following
blanks?

Family take-home income is $ per week.
Our monthly rent or mortgage payment is $
Money spent on food each month is $

9. Buying on credit is

Source: Money In Your Pocket, University of Georgia, Cooperative Extension
Service BUCS$, Cornell Cooperative Extension.

Additional Materials

Don’t Clash Over Cash (Ohio State University Extension Fact Sheet)
http://ohioline.osu.edu/hyg-fact/5000/5208.html

What to Look for in a Financial Professional
www.ext.nodak.edu/extpubs/yf/fammgmt/fe451w.htm

Sharing Your Personal Information: It” Your Choice
www.ftc.gov/privacy/protect.shtm

Privacy Choices for your Personal Financial Information
www.federalreserve.gov/pubs/privacy/default.htm
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FAMILY BALANCE SHEET

CURRENT ASSETS

Current Assets:

Cash in bank

Savings Bonds

Investment Certificates, GICs
Stock, Mutual Funds
Pension Plan

Life Insurance - surrender value
RESP's

Other Current Assets

TOTAL CURRENT ASSETS

LONG TERM ASSETS
Business property, real estate
Personal real estate

Cars

Boats, motorcycles, RVs, trailers
Art

Jewellery

Household Furnishings

Other personal property

Other assets

TOTAL LONG TERM ASSETS

TOTAL ASSETS

SHORT TERM LIABILITIES

Credit Card Debt

Personal Line of Credit

Short Term Loans

Personal Income Tax Installments Due
Other Short Term Liabilities

SHORT TERM LIABILITIES

LONG TERM LIABILITIES
Mortgage - home

Mortgage - business

Car Loan

Other Long Term Debt

TOTAL LONG TERM LIABILITIES

TOTAL LIABILITIES

ASSETS

$0

$0

$0

LIABILITIES

$0

$0

$0
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Taking Charge of Family Finances

FAMILY MONEY
MANAGER

Debra Pankow
Family Economics Specialist

Money is an often-discussed topic in most families,
usually centering on,“Where did it go?”

More money usually is not the answer for solving financial
concerns for most families. Instead, developing a plan for
better money management will help most families feel more
satisfied with their income and their progress toward goals.

Family Goals

Effective money management depends on the way a family
chooses to live and the goals it plans to achieve. Think about
where your family is today financially and where you would
like to be in five or 10 years.

Long-term goals — These “dreams for the future” usually
are set for more than five years.

Intermediate goals — Usually these objectives would be
attainable within one to five years.

Short-term goals — These goals are attainable in the next
three months to a year.

Each goal you choose should have a specific dollar amount
assigned to it to help make it a reality. The first goal for many
families will be to set up an emergency fund. An emergency
fund usually is living expenses for three to six months, to

be used in case of an interruption in income. (See Chart 1:
Goal-setting Worksheet.)

NDSU sgavice™

North Dakota State University, Fargo, ND
May 2012
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Getting Started

Taking a moment to assess the situation is important.
The charts included in this section of “Family Money
Manager” will help you determine income resources and
your expenses. Look at Chart 2: Income Forecast. What
is your anticipated monthly income? This is the amount
you will be using to plan your cash flow.

For some families, taking a good look at their
income and seeing where the money actually is spent
is enough to help them regain financial control. But
others need additional help in the form of a money
management program or a few visits with a professional
financial counselor who can provide help with better
money management. Financial counseling is available
through a variety of nonprofit services (consumer credit
counseling) and military family support programs.

Planning to Spend and Save

Many families set goals and have dreams for the future.
Taking charge of spending means knowing how much is
being spent and on what items. A good recordkeeping
system can make all the difference in making your
spending plan a success. You might want to consider the
following methods to achieve a realistic idea of how your
money is being spent:

Tracking sheet — Write down your daily spending

for a two-week period. On a sheet of paper, write the
categories you need to track. Track categories that
vary in amounts from week to week or month to month.
(You do not need categories such as mortgage or car
payment. Suggestion: Make the first four categories
food, eating out, snacking out and personal care).
Numerous forms, workbooks and even computer
programs are available to assist in this method.

Check register tracking system — Record each
expense immediately, and keep the balance up to
date in a checkbook register. You can use the register
to record checks, cash and credit expenses. For
information on this system, see NDSU Extension
Service publication HE-470, “Taking Charge of Family
Finances: Using a Check Register to Track Your
Expenses,” available at www.ag.ndsu.edu/pubs/yf/
fammgmt/fe470.pdf.

Calendar system — Use a calendar to track your
monthly cash flow. Begin on the first day by writing down
cash on hand or the balance in your checking account.
Write your paycheck amounts on the appropriate dates.
Then write down when bills need to be paid or when you
need to spend money for food, gasoline, school, etc. You

2 FE222 Family Money Manager ¢ www.ag.ndsu.edu
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will list the amount of your income and the bills so you
can add and subtract as your progress. Continue this
process through the month to see if you can cash flow.

Envelope system — This cash system lets each family
member see how much money is available in each
envelope or budget category. It requires little paperwork
because the expenses simply are recorded in the
envelope. Receipts also may be kept in the envelopes.
The disadvantage of this system is that it requires
keeping larger amounts of cash around the house,
which may cause a security problem.

Whatever method you use to track your spending, you
will need two to three months of records to come up with
a projected spending plan. On Chart 3: Spending Plan
Worksheet, list your current expenditures in the current
monthly column.

Review the Plan

Now fill out the summary on the last page. Do your
current expenses match your projected income? If not,
you need to adjust your spending, find new sources of
income or both. If you have problems balancing your
income and expenses, you may find that talking to a
financial counselor is useful. Look in your local yellow
pages under “credit and debt counseling” or contact
your local Extension office for services available in your
area.

Any spending plan will need to be revised and
restructured as your family’s needs change. By regularly
reviewing your family budget, you'll be able to compare
actual amounts with the planned amounts. The more
frequently you make such checks, the better your
progress will be in reaching short- and long-term goals.

Additional Resources Available

The following resources are available from your
local office of the NDSU Extension Service to
assist in your family money management:

FE-222a Financial Term Guide will help you
understand various financial terms.

FE-222b Spending Forecast can help you
look at all your regular and irregular
expenses on an annual basis.

FE-222c Family Balance Sheet can help you
take an overall look at your family’s assets
and liabilities. This sheet should be filled
out on an annual basis.


http://www.ag.ndsu.edu/pubs/yf/fammgmt/fe470.pdf
http://www.ag.ndsu.edu/pubs/yf/fammgmt/fe470.pdf
http://www.ag.ndsu.edu/pubs/yf/fammgmt/fe222a.pdf
http://www.ag.ndsu.edu/pubs/yf/fammgmt/fe222a.pdf
http://www.ag.ndsu.edu/pubs/yf/fammgmt/fe222b.pdf
http://www.ag.ndsu.edu/pubs/yf/fammgmt/fe222b.pdf
http://www.ag.ndsu.edu/pubs/yf/fammgmt/fe222b.pdf
http://www.ag.ndsu.edu/pubs/yf/fammgmt/fe222c.pdf
http://www.ag.ndsu.edu/pubs/yf/fammgmt/fe222c.pdf
http://www.ag.ndsu.edu/pubs/yf/fammgmt/fe222c.pdf
http://www.ag.ndsu.edu/pubs/yf/fammgmt/fe222c.pdf
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Chart 1. Goal-setting Worksheet

SHORT-TERM GOALS — up to 12 months

1. $
2. $
The total of short-term goals = $
3 $
Divide by number of months = $
4. $ required per month
S. $ Short-termgoals=$ per month

MEDlUM-TERM GOALS—lto 5 years

1. $
2. $ .
The total of medium-term goals = $
3. $
Divide by number of months = $
4. $ required per month
5. $ Medium-term goals = $ per month

LONG-TERM GOALS — more than 5 years

1 $
2 $
The total of long-term goals = $
3 $
Divide by number of months = $
4, $ required per month
5. $ Long-termgoals =$ per month
Long, medium and short TOTALS=$ (into savings account)

FE222 Family Money Manager ¢ www.ag.ndsu.edu 3
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Chart 2: Income Forecast

Monthly Income

Income Sources* Annual Income (Divide annual by 12 months)
Earner 1 (take-home pay) $ $
Earner 2 (take-home pay) $ $
Family living from the farm $ $
Interest $ $
Dividends $ $
Annuities/pension $ $
Rent $ $
Other (list) $ $
$ $
$ $
Total Income $ $

* Include only reliable sources

4 FE222 Family Money Manager ¢ www.ag.ndsu.edu
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Chart 3: Spending Plan Worksheet

Your budget is a 12-month projected budget. You will have to estimate some items.
Total yearly expenses should be divided by 12, which gives the monthly average.

Current Monthly Adjusted Monthly

HOUSING
Rent/mortgage
Second mortgage

Electricity
Heating/fuel oll
Water, garbage or lot rent

Telephone/cell phone
Property tax
Home maintenance/repair

Computer service
Other

FOOD/PERSONAL
Groceries
Milk delivery bill
Student hot lunches

Toiletries/diapers, etc.
Cigarettes/tobacco
Barber/beauty shop
Other

SUPPORT/ALLOWANCE/DEPENDENT CARE
Child support/alimony

Child care/elder care

Children’s allowance
Other

CAR EXPENSE
Car payment/lease
Gas and oll

Repairs, tires, etc.
Licenses

Parking
Other

Continued
FE222 Family Money Manager ¢ www.ag.ndsu.edu 5
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Current Monthly
INSURANCE
Health

Adjusted Monthly

14

Car

Homeowners/rental

Disability

Other

MEDICAL
Doctor (expenses not covered by insurance)

Dentist (expenses not covered by insurance)

Eye care (expenses not covered by insurance)

Medications (expenses not covered by insurance)

Other

CLOTHING
Family clothing

Cleaners

Laundry (coin operated)

Other

EDUCATION
Student loans

Tuition (school/college)

School activity, sports pictures

Lessons

Subscriptions (book, magazines, paper)

Other

DONATIONS/GIFTS
Church donations

Miscellaneous donations

Christmas gifts

Birthday gifts

Miscellaneous gifts

Other

PET CARE
Pet care — food

Pet care — medical

Other

6 FE222 Family Money Manager ¢ www.ag.ndsu.edu

Continued
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Current Monthly Adjusted Monthly

ENTERTAINMENT
Lunches/snacks at work
Other meals out (dinner, etc.)
Beverages (liquor, wine, etc.)
Pull tabs, blackjack, bingo, etc.
Movies, plays, VCR, DVD
Sports (bowling, fishing, etc.)
Baby-sitting
Clubs — sports (annual fees)
Vacations
Cable TV
Hobbies and crafts
Other

SELF-EMPLOYED
Social Security
Federal, state and other tax
Other (business overhead, union dues)

MISCELLANEOUS
Uniforms, footwear, tools
Rental agreements (TV, dryer, etc.)
Bank service charge
Ready reserve
Tax preparation
Computer costs
Other

Total Living Expenses

Current Monthly Adjusted Monthly
GOALS
Short-term
Medium-term
Long-term

EMERGENCY SAVINGS
Other

Total Goals and Savings

FE222 Family Money Manager ¢ www.ag.ndsu.edu 7
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Current Minimum Current Adjusted
Creditor Name Balance Payment Payment Payment
Total Debt Repayment
NET MONTHLY INCOME (from chart 2) Monthly Annual
Total Income $ $
EXPENSES (from chart 3) Monthly Annual
Living expenses $ $
Goals and savings $ $
Debt repayment $ $
Total Expenses $ $

INCOME $ —EXPENSE $ =CASHFLOW $

The NDSU Extension Service does not endorse commercial products or companies even though reference may be made to tradenames, trademarks or
service names.

NDSU encourages you to use and share this content, but please do so under the conditions of our Creative Commons license. You may copy, distribute,
transmit and adapt this work as long as you give full attribution, don’t use the work for commercial purposes and share your resulting work similarly. For
more information, visit www.ag.ndsu.edu/agcomm/creative-commons.
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Extension agent

Explains how to transform your own check register into a handy budgeting tool
that can be used to track your cash, credit and debit card expenses.

MT198703HR Reviewed 2/11

DISCOVERING WHERE YOUR DOLLARS GO IS THE
first step in becoming a more effective financial manager.
After you've tracked your expenses for several weeks you
may be amazed at the amounts actually spent for basic living
expenses such as food, housing, transportation, clothing and
medical care. Once you are aware of amounts spent, you can
begin to take control of your finances.

This MontGuide describes a management technique
that shows exactly how much you have spent or have left to
spend for each living expense category. At any point of time
during the month you can see whether you can afford further
expenditures based upon your spending plan. The system is
designed for those who want a simple way to track expenses
without having to spend a lot of time doing it. While the
illustrations were developed primarily for individuals who
have a checking account, the method can be easily adapted
for Montanans who use cash, debit and credit cards.

Determining Expense Categories

First, make a list of your family living expense categories.
Food, housing, transportation, clothing, personal care,
medical and recreation are typical examples. Don't get carried
away with listing too many categories, as you're limited by
space in the check register. Start with five to seven.

Second, determine how much you anticipate spending
monthly for each category. If you don’t have any idea, use
last year’s checks and credit card itemized bills to determine
expense categories. Total amounts under each one and
divide by 12 to arrive at an average monthly amount spent.
The results of this process may be shocking. You may be
spending much more for each family living category than
you thought. If you typically write checks for more than
the amount of purchase, your totals will be unrealistic, but
don’t let this stop you. If you spent cash for most purchases,
total the cash withdrawals from your checking and savings
accounts. Don’t forget to include cash withdrawals from
the automatic teller machine, if you use one. Divide your
cash withdrawals by 12. This process will give you an idea of
average monthly cash expenses, even though a year later you
may not be able to recall where all the dollars went.

For More Online MontGuides, Visit www.msuextension.org

If you primarily used credit or debit cards for purchases,
itemize the monthly bills to learn what the charges actually
were for — clothing, gasoline, eating out, etc.

If you don't have records for determining amounts to allow
for each category, “guess-timate” or use percentages from the
MontGuide, Developing a Spending Plan (MT199703HR),
that is available from MSU Extension. Percentages and
income amounts from $5,000 to over $70,000 are provided.

After you've used the check register to track expenses for
a couple of months, you'll have a more realistic idea of your
spending habits.

Check Register

Now you're ready to request a blank check register (if you
don’t already have one) from your bank, savings bank or
credit union. If you don’t have access to a check register,
make one using plain paper. Or you may wish to order
check registers developed specifically for this tracking system
in which space is provided for seven expense categories, with
vertical lines drawn to separate expense categories on each
page. The cost is $1.00 per register for Montana residents;
$2.00 for out-of-state residents (one will last most people
from two to three months, depending upon the number of
checks written). To receive a Check Register, contact your
MSU Extension agent or send payment to: Check Register,
Extension Publications, PO. Box 172040, Montana State
University, Bozeman, Montana 59717.

If you're using a check register from a financial institution,
place adhesive labels across the top of the page. Then list
each expense category and amount you plan to spend. Next,
draw as many vertical lines on your register as you have
expense categories. Don't draw lines in the balance section
of your check register or the extreme left column where the
check number and date are located. See Example 1a.

Check Writing and Recording of Expenses

When you write a check, record the amount in the balance
column. In Example 2, check #321 was written for $19.06 to
a discount store for shampoo, hair rinse and other personal
care items. The $19.06 is also subtracted from the $80
personal care budget, leaving $60.94 for the rest of the month.


http://msuextension.org/publications/FamilyFinancialManagement/MT199703HR.pdf
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EXAMPLE 1. Before applying adhesive labels.
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RECORD ALL CHARGES OR CREDITS THAT AFFECT YOUR ACCOUNT

NUMBER DATE DESCRIPTION OF TRANSACTION

BALANCE
(IFFE,Ey) DEPOSIT/CREDIT C
&) ©

PAYMENT/DEBIT

$ $

EXAMPLE 1a. After applying adhesive labels.

APK", RECORD ALL CHARGES OR CREDITS THAT AFFECT YOUR ACCOUNT
T07AL || FOOD | REC. | TRANS. | CLOTHES | HOUSING | MER | PERS.CARE |« soom
2205% | 5000 | 1250 | 400% | 200 | $00® | 100 300
EXAMPLE 2. Recording expenses
APRIL RECORD ALL CHARGES OR CREDITS THAT AFFECT YOUR ACCOUNT
T0AL | FOOP | REC. | TRANS. | CLOTHES | HOUSING | MER | PERS.CARE |5 sgomo
220900 500.° 1259 40020 200.° 80000 10020 8000
4321 | 4/1 1906 1906
KMart 60 480
#11 1022}
Deposit 15032
Cash |4/15 60,0
Withdrawal 14432

You make only two entries with each check — one in
the appropriate expense category and one in the balance
column. The figure in the balance column shows the
amount left in your checking account. The figure in the
expense column shows the amount you have left to spend in
each category.

Record the check number and date in the usual location
(far left column). Underneath, record the business to which
the check was written. Repeat this procedure each time you
write a check. See Example 2.

You may simplify entries in the expense categories by
rounding your figures up or down. For example, write
$19.00 instead of $19.06 in the personal care expense
category. This makes the subtraction process less time-
consuming. However, you may prefer to record exact
figures in the balance column. This way you will know the
exact balance in your checking account.

On the check register from MSU Extension, each page
provides space for writing in the categories. You will not
need to apply additional adhesive labels, nor will you need
to draw the vertical lines again. If you are using a register

from a financial institution you can place adhesive labels
across the top of each succeeding page. Another option
when it is time to move to a new page is to cut off the top
to expose the labeled categories on the first page.

Remember to record the amount remaining in each
category from the previous page under appropriate
columns. Draw as many vertical lines on your new pages as
you did previously.

At the end of the month, review your expenses. You
may discover you were right on target with some but off on
others. For example, one Montana family had $64 left in
their housing category because it was summer and they did
not use much electricity. This family knows that they will
need the “leftover” dollars during the winter months.

Simply because there are dollars left in the balance
column does not mean those are “extra” dollars to be spent
now. Those dollars need to be set aside so they will be
available to meet your planned budget expenses later on.
This family will transfer the balance to an interest-bearing
account for use during winter.
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Recording Deposits and Withdrawals
Deposits, such as Social Security checks, interest from
savings and automatic paychecks can be easily recorded in
your check register. Write deposits in the balance column
and add to the balance. Record the date in the far left
column. Be sure to indicate the transaction was a deposit.

For cash withdrawals, subtract the amount from
the balance column. Record the date in the far
left column. See deposit on 4/11 and withdrawal
on 4/15 in Example 2. Be sure to indicate the
transaction was a cash withdrawal or deposit.

Starting a New Month
When beginning a new month, once again relabel the
expense categories and, if necessary, draw vertical lines. If
you found the categories in the prior month unworkable,
change them. For example, one Montanan started with
categories for personal care and clothing. After two months
she combined them into one.

If you found your planned expenses were unrealistic,
change allocated spending amounts.

Questions About the System

What if I write one check for purchases that fall under
several categories?

If you purchase items from a discount or grocery store that
fall under several categories, ask the sales clerk to subtotal
each group for you. If there’s not a long line of people
waiting, most sales clerks will gladly accommodate you.
Record each subtotal in the appropriate category of your

EXAMPLE 3. Circled number denotes cash expense
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check register as the amount appears on the cash register.

If you are rushed or people are waiting in line, ask the sales
clerk to subtotal, then wait until you're in the car or at home
to record the expenses under the appropriate category. Note
check #503 in Example 3 was written for $60.50. The
amount was divided among three categories: $25.68 for food;
$16.40 for housing; $18.42 for clothes and personal care.

Can my check register be used to record cash and
debit expenses?

In Example 3, note the circled numbers. On May 5 this
Montanan spent $5.75 in cash for lunch. The $5.75 was
subtracted from the food budget, leaving $168.25 for the
rest of the month. The $5.75 is circled to remind her it
was a cash expense. Other cash expenses included $24.00
for personal care items and $25.00 for aspirin and cold
medicines. The amounts are not subtracted from the
balance column because the $60 cash withdrawal on April
15 (see example 2) had been recorded in a prior month.

How can a check and debit register be used to record
credit card expenses?

When you make a charge, list the amount under each
appropriate expense category. You may also want to list a
credit card balance column so you can add or subtract the
credit card balance as well. Then you'll know how much
you've charged during the month and the arrival of the bill
won't be a shock. In Example 3 this Montanan charged

a car repair bill for $130 on May 5. She prefers to draw a
box around credit charges so she can quickly see how often

MAY RECORD ALL CHARGES OR CREDITS THAT AFFECT YOUR ACCOUNT
CLOTHES BALANCE
NUMBER | DATE FOOp REC. TRANS. PERS. CARE HOUSING | MED. | CREDIT CARD || s 300/00
22520 1002 250.0 9500 78020 1002 150020
/11 1600/
Deposit 1900
%501 /1 55000 550,00
House payment 23090 1350,
%502 5/2 510 g1
Groceries 1740 129900
5/4 (2495
Penney's 710 129900
55 25D
Clinic 759 12990
5/9 [-130.90] [ 130 ]
Auto repair 120.90 137020 1299)0
5/9 -5.79
Taco Johus 168.% 1299)0
%503 | 9/8 2558 1842 1640 60,
Osco 142.°7 21350 12385
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EXAMPLE 4.

RECORD ALL CHARGES OR CREDITS THAT AFFECT YOUR ACCOUNT
wweee| owe | FOOP | REG. | TRANS. | CLOTHES | HOUSING | MER | PERS.CARE |5 1p7oso
Budget | 300 || 590 1202 300 36000 80.0 50
15300
%809 |10/11 10.%0 107
Gas 1060
#3810 | 10/11 -434.%0 434f°
Mortgage 626.0°
#3811 | 10/12 S 127
Gas 23% 613%
#3812 | 10/13 *12% 127
Cable 446.% 600.7°
%813 | 10/13 +95,0 9500
Power 541% 5057

she has used her charge card. If the charge had been for a Summary

variety of items that fall under different categories, the totals
would have been listed under the appropriate headings.
Some families prefer to subtract the credit charge from the
checking balance even though a check is not written, to
assure that there will be the funds available to pay the bill in
full upon its arrival.

What if I'd prefer to see how much I've spent instead of

The check register system has many advantages. It’s simple.
It allows you to have information at your fingertips about
your spending situation. It provides you with immediate
decision-making opportunity: yes, we can afford to eat out
or no, we can'. It's compact — you can carry it with you at
all times.

This tracking method also helps you evaluate your

spending habits so you can better plan for a more secure
financial future. Remember: this tool can easily be adapted
to provide the kind of information you need to make
decisions about your finances.

how much I have lefi?

This system can be easily adapted to show how much you've
spent in each category any time during the month. When
you write a check, simply add to the balance in the expense
category instead of subtracting. In Example 4, check #810
was written for $434. Check #812 for $12.95 was added

to the $434 for a total of $446.95 spent for housing as of
October 13. Be sure to set a limit on spending so you'll be
able to achieve your financial goals.

How to Order Your Check Register
MSU Extension has check registers developed specifically
for this tracking system. The cost is $1.00 per register
for Montana residents; $2.00 for out-of-state residents.
Contact your Extension agent or write:

Check Register

Extension Publications

PO. Box 172040

Montana State University

Bozeman, MT 59717-2040.

Wy,

\\ 7,
s\\o\qNLOAo 4";,)}
£ 4
((”«O"Tnﬂq\“ To order additional publications, please contact your county or reservation MSU Extension office, visit our online
Ui catalog at www.msuextension.org/store or e-mail orderpubs@montana.edu
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Checkbook Register Name:

Cleared Balance: 1,430.80
Current Balance: 143.46
See instructions in the Help worksheet

Withdrawal, Deposit,

Payee/Transaction Description Category R Payment () Credit (+) Balance
1/01/12 [Balance As of 01/01/2012] R 546.00 546.00
1/01/12| DEP |Direct Deposit from Employer Wages & Tips R 1,000.00 1,546.00
1/10/12| EFT | Car Payment Auto R 115.20 1,430.80
1/15/12, 2032 Joe's Food Mart Groceries 87.34 1,343.46
1/18/12| TXFR |Transfer to Savings Account 100.00 1,243.46

1/22/12| 2033 | Rent Payment Rent 1,100.00 143.46
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FAMILY LIVING CASH FLOW Total Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

\Opening Cash Available $0 0 0 0 0 0 0 0 0 0 0 0 0
CASH INFLOW

Income:

1. Employment Income: $0

2. Employment Income: $0

3. Gov't Support Programs $0

4. Savings & Investment Income $0

5. Farm Income Allowance $0

6. Other $0

7. TOTAL CASH INFLOW: $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
CASH OUTFLOW

Living Expenses:

8. Credit Card Interest & Bank Fees $0

9. Life & Disability Insurance $0

10. Mortgage / Rent $0

11. Housing Costs $0

12. Groceries (food & cleaning supplies) $0

13. Dining Out $0

14. Entertainment $0

15. Recreation and Gifts $0

16. Transportation $0

17. Hydro / Utilities $0

18. Telephone / Internet $0

19. Clothing & Upkeep $0

20. Education & Training $0

21. Charitable Donations $0

22. Child Care $0

23. Health: Medical, Dental, Eyecare $0

24. Miscellaneous: $0

25. Miscellaneous: $0

26. Other: $0

27. Other: $0

28. TOTAL LIVING EXPENSES $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Savings and Investment (planned):

29. Emergency fund savings $0

30. Bonds, RRSP's, etc $0

31. Other $0

32. Other $0

33. Total Savings and Investment $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

£ TOAL @261 QUUIALOTY $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
NSUKE ol IO $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

+ Opening Cash Position for Period $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

ENDING CASH BALANCE $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
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Attitudes
and Goals

Debra Pankow, Family Economic Specialist

The Importance of Setting Goals

Have you ever felt you are not getting what you really want
out of life? Do you know what you really want out of life?
Three groups of Harvard graduates were studied several
years ago. Those who wrote down their goals were the most
successful at reaching them. Those who “mentally” wrote
down their goals were moderately successful. The individuals
who did neither were the least successful. The key to success
in achieving what you want out of life is understanding
yourself and then carefully setting some goals — and writing
them down.

Your Financial Values

Your goals are a reflection of your personal values. Values
are relatively permanent personal beliefs about what you
regard as important, worthy, desirable or right. Values tend
to reflect your upbringing and change very little without
conscious effort throughout a lifetime. For example, some
families and individuals hold their faith as a very high
value; for others, education or a successful family business
enterprise may be a value. Recognizing our values and
understanding the values of other people with whom we
closely interact is important.

NDSU secvice™

North Dakota State University, Fargo, North Dakota
Revised August 2012

Financial Values Inventory

If you are not aware of your own money values, an activity on
the back of this publication can help you start your thinking.
Imagine you have just received $100 you do not need for
everyday expenses. Go through each pair of items and circle
the item on which you would prefer to spend the money.
When you are finished, total the number of times each item
was circled.

Financial Attitudes

Attitudes are a measure of your state of mind, your opinions
and judgment about the world in which you live. They reflect
a position you have taken with your values and are much
more flexible than values. For example, one family may place
a very high value on children and have a very positive attitude
about raising them and providing opportunities for them.

Both spouses may value higher education, yet one spouse may
have a more positive attitude toward the University of North
Dakota and the other may have a more favorable attitude
toward North Dakota State University.

Goal Setting

Dreams are the stuff of which life is made. We all have them.
Yet many people wonder how they ever can realize their
dreams or give them up when they experience roadblocks,
detours and curves on the way. Achieving a financial dream
often is difficult when you have many financial issues that
seem to take priority.
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Daily expenses, buying a car, paying off a mortgage or debt,
saving for your own or a child or grandchild’s education,
saving for retirement, taking a family vacation, caring for
aging parents - multiple and competing demands on our
finances make achieving our dreams sometimes appear to be
impossible.

How can you manage all these financial challenges and at the
same time keep your dreams alive? How can dreams become
reality?

Goal Setting Activity

This goal setting activity will allow you to write down your
goals, perhaps for the very first time! To complete this
activity, you will need 8-12 index cards.

Start by writing your dreams on these cards. Your dreams
aren’t just dreams anymore, they have now become your
goals! Don’t leave anything out — this is your “wish list.”
Make your dreams specific, put down a year and if there is a
financial cost, estimate what that will be. Examples might be:

2030  $45,000
2020  $20,000
2014  $ 8,000
2017  $ 5,000

Now sort your cards into two stacks: goals you want to
accomplish in the next five years or less, and goals that will
take longer than five years.

Retirement home in Arizona
Graduate school

Used pontoon and lift

Trip to Australia for two

You will see later why it is important to separate long- and
short-term goals. The important thing is that you save for
them differently. Now sort your cards in each stack in order of
priority.

On the back of each card, write what you would need to do to
make that dream a reality. Also write down money you have
saved already for that goal (if any) and other expected sources
of money that may help you achieve your goal.

For example, if one dream is a trip to Australia for two in five
years at an approximate cost of $10,000, you might write,
“Save $2,000 a year for five years.” In this example, the
couple already have saved $2,500 for their Australian trip and
receive a $300 check each year from their co-op. They may
revise their goal to say “$7,500 for a trip to Australia, need

to save $7,500 minus $1,500 co-op distribution check, or
$6,000.”

Now decide how much money you would need to save each
month to achieve your goal by first turning the number of
years you have to reach your goal into months and then
dividing the dollar amount of your goal by that number.
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In the Australian trip example, the couple would have five
years or 60 months to achieve their goal of saving $6,000.
Sixty (months) goes into 6,000 (dollars) 100 times. That
means this couple needs to save $100 each month for five
years to reach their goal. Doesn’t $100 a month sound a lot
more manageable than the original goal of $10,000?

Once you have determined the dollar amount per month, you
may discover you do not have enough cash flow to reach all
your goals. That is where your order of priority comes in.
What are you willing to give up so that you will have the
resources necessary to reach this goal? How hard are you
willing to work and save to achieve a particular goal? Are you
willing to take on a second job? How realistic is each goal
when compared with others? You may need to reorganize your
goals. Put those that now are unrealistic back on your wish
list. If circumstances change, you still may be able to realize
those dreams, too.

The dreaming and goal-setting process becomes a little more
difficult when you are part of a family. Everyone should have
his or her own dreams and goals, but as members of a family,
considering and respecting each other’s goals is important.

For those who are part of a family, you can repeat this goal-
setting exercise with your children, partner or both. You may
need to limit each person to two or three short-term and long-
term goals. Once everyone has written down the financial
aspects of their goals, the couple or family needs to look at
competing goals and reprioritize them as a family.

Final Thoughts

The value of setting and writing down goals cannot be over-
emphasized. You also have one more thing to remember when
setting your goals — be flexible. If you encounter barriers
that seem as though they might keep you from your goal,
don’t give up on your goals. Instead, modify them to meet
your new situation. However, if a particular goal becomes
something that is no longer important to you, then you should
be open to letting it go. That will allow you to put your energy
into pursuing goals that are important to you.

Your goals start as a dream, but with financial planning,
determination and communication, you can make them a
reality. And by understanding your financial attitudes and
values, the better chance you will have to reach your goals.
Your trip to financial security will be successful if you keep
your destination in mind. Along the way, take time to truly
enjoy the trip by being able to identify and achieve those
things you really want out of life.
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Financial Values Inventory

Your values are beliefs or ideas that you consider important or desirable. Everyone has values, but everyone
does not value the same things equally.

To help you recognize some of your own money values, read the pairs of words below, then circle one item
in the pair that would be your first choice in answering the question, “If you had an extra $100, on which of
the two items would you spend your money?” You must make one choice in each pair.

Housing (Dream Home/Vacation Home)
Retirement Savings/Investments

Education: Self/Others
Vacation/Travel

Retirement Savings/Investments
Hobbies/Sports

Social Activities/Eating Out
Car

Education: Self/Others
Housing (Dream Home/Vacation Home)

Personal Appearance/Grooming/Clothes
Car

Retirement Savings/Investments
Hobbies/Sports

Hobbies/Sports
Car

Housing (Dream Home/Vacation Home)
Vacation/Travel

Vacation/Travel
Church/Charitable Giving

Car

Charitable Giving
Education
Hobbies/Sports
Housing

Personal Care
Retirement
Social

Travel

Hobbies/Sports
Church/Charitable Giving

Vacation/Travel
Personal Appearance/Grooming/Clothes

Church/Charitable Giving
Social Activities/Eating Out

Housing (Dream Home/Vacation Home)
Retirement Savings/Investments

Hobbies/Sports
Housing (Dream Home/Vacation Home)

Church/Charitable Giving
Social Activities/Eating Out

Personal Appearance/Grooming/Clothes
Vacation/Travel

Retirement Savings/Investments
Social Activities/Eating Out

Education: Self/Others
Car

Personal Appearance/Grooming/Clothes
Education: Self/Others

Now total the number of times you circled each item in the pair activity:

(Adapted from the High School Financial Planning Program (NEFE@), 1992.)

Now you can rank your values. Write down the values (car, retirement, charity, etc.) having the highest number
of “votes.” This list reflects the items you consider most important in their order of importance. By knowing
your values, you can make sure your goals and attitudes reflect your values. The closer they all match your
spending plan, the easier reaching your financial goals and financial security will be. Did you learn anything
new about yourself in this activity?
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Money Attitude Worksheet

This activity will look at only one of your attitudes — your
attitude toward money. First, answer the 10 questions, circling yes
or no, depending on how you feel about the statements.

Now count the number of yes answers to find out the degree to
which money controls your life. Where do you think your attitude
toward money came from? Are you like your parents? Your
spouse? Or different?

Your financial values and attitudes affect the financial goals you
set. The more harmonious your values, attitudes and goals, the
greater the likelihood of attaining them.

WORKSHEET — What's Your Money Attitude

| need more money than I can ever use. Yes No
It bothers me when | discover I could have gotten the same

thing for less somewnhere else. Yes No
| behave as if money were the ultimate symbol of success. Yes No
| show signs of nervousness when | don’t have enough money. Yes No
| dream I will one day be fabulously wealthy. Yes No
| find parting with money difficult for any reason. Yes No
I worry that | will not have enough money to live comfortably

when | retire. Yes No
Money controls the things | do or don’t do in my life. Yes No
When | was a child, money seemed to be the most important

thing in my life. Yes No
| argue or complain about the cost of things. Yes No

NDSU encourages you to use and share this content, but please do so under the conditions of our Creative Commons license. You may copy,
distribute, transmit and adapt this work as long as you give full attribution, don’t use the work for commercial purposes and share your resulting
work similarly. For more information, visit www.ag.ndsu.edu/agcomm/creative-commons.

For more information on this and other topics, see www.ag.ndsu.edu

County commissions, North Dakota State University and U.S. Department of Agriculture cooperating. North Dakota State University does not discriminate on the basis of age,
color, disability, gender expression/identity, genetic information, marital status, national origin, public assistance status, race, religion, sex, sexual orientation, or status as a

U.S. veteran. Direct inquiries to the Vice President for Equity, Diversity and Global Outreach, 205 Old Main, (701) 231-7708. This publication will be made available in alterna-
tive formats for people with disabilities upon request, (701) 231-7881. 2M-4-03
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Amount to Save
Weekly

Short-Term Goals (Under 6 months) Estimated Cost Target Date

TOTAL to Save: $
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TOTAL to Save: $

Amount to Save

Long-Term Goals (Over a year) Estimated Cost Target Date

Weekly
$ $
$ $
$ $
$ $
$ $
$ $

TOTAL to Save: $

GRAND TOTAL to Save: $

OEvin Huffstetler
Frugalliving.About.com
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p AnnualCreditReport.com P Frequently Asked Questions F Contact Us k About Us } Fraud Alert

Request your free annual credit report.

It's QUICK, EASY and SECURE.
This central site allows you to
request a free credit file disclosure,
commonly called a credit report, once

START HERE to view and print i every 12 months from each of the
your credit report Nnow. nationwide consumer credit reporting
: companies: Equifax, Experian and
TransUnion.

AnnualCreditReport.com is the
official site to help consumers to
obtain their free credit report.

Fight identity theft by monitoring and reviewing your credit report. You may request your We guard your privacy.

free credit report online, request your report by phone or request your report through the Please be aware of how you arrived
mail. Free credit reports requested online are viewable immediately upon authentication of at this site. To ensure that you are
identity. Free credit reports requested by phone or mail will be processed within 15 days of visiting the legitimate site, type
receiving your request. i https://www.annualcreditreport.com

directly into the address bar on your
browser. You will never receive an
email directly from the Annual Credit
Report Request Service.

For further
information J Norton
please read ( )

i the Security
TransUnion. Policy.

This site is sponsored by:

fxperiarr' EQUIFAX
wrld af insight : VeriSign

© 2013 Central Source LLC
Privacy Policy | Site Use | Security Policy
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7 ways to avoid tapping retirement cash

By Christina Couch « Bankrate.com

Highlights
The slumping economy has some raiding retirement savings.
Seven options provide quick cash while protecting 401(k).
Strategies often pay off but have risks of their own.

As the economy slumps and unemployment rises, cash-strapped borrowers are looking for funds anywhere they can find them.
However, don't tap your 401(Kk) or other retirement plan when looking for cash.

"A 401(k) is money for your future," says Earl McMahan, a Certified Financial Planner with United Advisors in Novi, Mich. "Don't
touch it. It's sacred."

A study by Watson Wyatt, a financial management consulting firm, shows that 27 percent of Americans took a hardship withdrawal
from their 401(k) last year. While pulling 401(k) cash may solve a temporary problem, it can lead to larger ones at retirement time.

"The problem with 401(k) loans is that taking money out of a long-term account reduces its growth potential," says Craig Skeels,
managing director of Apex Wealth Management Group in Oxnard, Calif.

Fortunately, there are alternatives. Here are seven cash sources that won't stifle future fiscal goals.

Reduce bills

Instead of turning to loans, McMahan advises families to try to lower current bills. For
example, a mortgage refinance might free up some extra cash, he says.

7 sources of cash

1. Reduce bills.

2. Tap home equity. "You can also try raising your insurance deductibles,"” he says. "If you know you can pay
3. Take out a reverse mortgage. the money back relatively quickly, a credit card that doesn't charge interest for the first
4. Geta personal loan. few months might work."

5. Borrow against assets.

6. Tap into insurance. In addition to lowering home and credit card bills, families in temporary financial straits
7. Turn to family. can create liquidity by deferring student loan payments. Borrowers can defer federal

student loan payments for up to three years without affecting their credit scores,
according to the U.S. Department of Education.

Tap home equity
Families in need of larger cash sums can tap home equity, says Greg Ward, senior resident financial planner with Financial Finesse,
a financial education firm in Manhattan Beach, Calif.

A home equity loan or line of credit is usually cheaper than a 401(k) loan, Ward says. "Because you're securing the loan with real
estate collateral, you can get a loan in the 5 percent range with good credit. You'll also have more time to pay it off," he says.

On top of better loan terms, home equity transactions also offer tax incentives. According to the Internal Revenue Service,
borrowers usually can deduct interest for the first $100,000 in loans or credit they take out. With the economy so shaky, Ward
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advises families who opt for home equity loans to pursue a fixed interest rate loan over a variable one.

"Rates are low right now, but that doesn't mean they're going to stay that way," he says.

It's important to note that many lenders have severely curtailed or completely eliminated home equity lending in the face of falling
home values. So it may be more difficult to obtain this type of lending.

In addition, some borrowers who qualify for home equity lending may not qualify for interest rates below the rates for 401(k) loans,
Ward says.

"Borrowers don't have to go through a credit check with a 401(k) loan like they do to get a home equity loan," he says. "For
borrowers with really bad credit, a 401(k) loan may be a better bet."

Take out a reverse mortgage

A second option for homeowners is a reverse mortgage, which allows a borrower to convert home equity into cash while continuing
to live in the house. These products are available only to homeowners older than 62 who fully own their homes or have a small
mortgage.

"Instead of borrowing from a bank, (reverse mortgage) borrowers pull money out of their home equity through a lender," says
Anthony Perrelli, an attorney and partner with Hedeker & Perrelli estate planning firm in Chicago. "They can either repay the loan
with interest at the end or they can forget about it and when they die, the bank can take their house."

For example, if someone owns a $400,000 home and needs $50,000 in cash, a reverse mortgage will provide the funds as a lump
sum or a monthly cash payout.

The borrower can then pay the loan back and restore equity in the home or have the loan with accrued interest subtracted from the
full value of the home upon death. Whoever inherits the home can then sell it, pay off the debt and take the leftover proceeds.

"Reverse mortgages also come with certain protections," says McMahan. "Even if the value of the house goes below the value of
the mortgage, nobody can make you move and after you die, the debt is forgiven for your children."

While reverse mortgages can provide cash in an emergency, they come with pricey fees based on the value of the home rather than
the value of the loan.

According to the U.S. Department of Housing and Urban Development, regardless of how much borrowers take out, they can expect
to pay an origination fee of up to $6,000 (2 percent of the first $200,000 of the home's value plus 1 percent for any equity over
$200,000) and an insurance fee of up to 2 percent of the home's value.

Borrowers are also responsible for paying closing costs, which may include appraisal, title search surveys, inspections, mortgage
taxes and credit check costs, as well as monthly service fees of up to $35.

Get a personal loan
People who don't have home equity but do have good credit may consider personal loans.

Available through banks and credit unions nationwide, personal loans are unsecured, meaning they don't require collateral such as
a car or home. Their interest rates and terms are largely based on the borrower's income and credit history.

Skeels advises borrowers to start their loan hunt with banks, credit card companies and credit unions with which they have an
established relationship. If they come up dry, borrowers may be able to woo lenders by offering a different asset as collateral, such
as a paid-off car.

"You can get a used-car loan on your existing vehicle for maybe 50 percent of what they think the value is, and the interest rate
would probably be 2 (percent) to 5 percent lower than if you got an unsecured (personal) loan from the same lender," says Skeels.

Borrow against assets “Interfamily loans can

People who own securities, futures or stock options can borrow against their portfolios in what are work out marvelously

known as "margin loans."
9 for everyone, and they

"With margin loans, you can usually borrow up to 50 percent of your portfolio at a rate that's lower won't deplete your
than unsecured loans," says Ward. retirement.”

Such borrowing can be risky, however. "It's a double-edged sword," says Ward. "If the securities you're borrowing against go down,
you have to either pay back the loan (with interest) or invest more assets to get your portfolio back up."”

Tap into insurance
Sometimes an insurance policy can be a source of quick cash.

For example, borrowers who have been paying on a whole life insurance policy typically can borrow against the money in their
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accounts at a rate under 5 percent, says Don Humphreys, president of Voyager Wealth Management in Harrington Park, N.J.

"You never have to pay it back," Humphreys says. "Whatever you borrow will be subtracted from your death benefit, but you're not
required to repay it like you would a loan."

Humphreys cites the example of a borrower who has built up a $50,000 account and wants to buy a $20,000 car for a grandchild.

"You can take that money out without paying it back, but now you only have a policy worth somewhere close to $30,000 for your
beneficiary," says Humphreys.

Those who repay must pay back the full loan sum plus interest to restore the insurance policy back to full value. Although
policyholders can borrow up to 100 percent of the cash value of a policy, borrowers who drain their accounts without repayment are
at risk of the amount of the loan (plus interest) one day exceeding the maximum cash value of the policy.

Should the loan grow that big, the borrower must pay the difference.

Turn to family
Before tapping a 401(k), McMahan encourages families to borrow from each other.

When doing so, it's important to create mutually agreeable loan terms, put the transaction in writing and seal the deal with a
witnessed promissory note, he says.

"Interfamily loans can work out marvelously for everyone, and they won't deplete your retirement," says McMahan.

Posted: June 26, 2009

Location of article:
http://www.bankrate.com/finance/retirement/7-ways-to-avoid-tapping-retirement-
cash-1.aspx
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Should You Tap Into Your Retirement Funds Early?
By SCOTT HOLSOPPLE

July 3, 2012

The past four years have seen layoffs, raise freezes, eliminated bonuses, foreclosures, upside-down mortgages, increased

college tuitions, soaring gas prices, expensive groceries, wildly high credit card rates, and more. It’'s no wonder American

household budgets have suffered.

When incomes aren’t keeping up with living costs, and expenses are mounting, some savers may start to consider desperate

measures, including taking money out of their retirement plans before reaching retirement age. Accessing 401(k) funds prior to ﬁzlost;pple
retirement is tricky and sometimes confusing. Money can be removed in the form of a retirement plan loan or a hardship

distribution. When considering any of these options, it’s important to recognize all of the consequences, including which options are
accompanied by stiff IRS penalties.

Hardship distributions from 401(k)s are subject to a 10 percent IRS penalty and regular income tax. The IRS gave you special tax benefits for
contributing to your retirement plan, and they want to incentivize you to use the money for retirement, not before. To be allowed to take a
hardship distribution, you must show you have an “immediate and heavy financial need” and you’ll most likely have to prove you meet certain
criteria. You can only withdraw enough to meet your need. In many cases, your employer may be required to stop your contributions to the

plan for a specific amount of time as well.

Individual Retirement Accounts (IRAs) cannot offer loans, but the IRS is less stringent about 401(k) retirement plan loans. The maximum
amount a participant may borrow from his plan is 50 percent of the vested account balance or $50,000, whichever is less. An exception to this
limit is if 50 percent of the vested account balance is less than $10,000; then, the participant may borrow up to $10,000. Take note: Plans are
not required to offer this exception, so check with your plan document for specifics. It’s also important to keep in mind that while you likely
made pre-tax contributions to your 401(k), you'll be making after-tax payments to repay your loan, which significantly increases the cost of

the loan.

Such 401(k) hardship distributions and retirement plan loans shouldn’t be a first consideration when you need money. Most financial

professionals would tell you that damaging your retirement savings efforts in order to procure a one-time cash injection isn’t worth it.

The truth is that it’s almost always a poor choice; but every financial situation is unique. If 401(k) account dollars will just provide a temporary
stopgap before you ultimately run out of money, leave your 401(k) alone. However, if you need the cash to put yourself on much better

financial ground and a one-time withdrawal or loan will solve your financial fix, it may be reasonable to consider the possibilities.
Before taking either a 401(k) hardship distribution or a retirement plan loan, I'd suggest considering the alternatives below:

e Budgeting and trimming: Create a monthly budget if you don’t already have one. Trim the fat from your budget to get extra dollars each
month.

e Ask for a better debt deal: Banks and credit card companies may be willing to reduce your interest rates and lower your monthly
payments. Oftentimes, they have repayment plans available to help you work out of debt at a reasonable rate.

e Get another job: Make some extra money with a part-time job.

Before you make a life-changing decision about your 401(k) account, it may be helpful to talk with a financial adviser who can offer a new
perspective and look at your financial difficulties with fresh eyes. You’ll definitely want to get the specifics about your plan, so reach out to your

HR coordinator for more information.
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Thrift Savings Plan

In-Service Withdrawals:
In-Service Withdrawal Basics

In-service withdrawals are withdrawals you make from your TSP account while you are still actively employed in Federal
service or a member of the uniformed services.

The TSP permits two types of in-service withdrawals: financial hardship and age-based.

Before You Make an In-Service Withdrawal

An in-service withdrawal can have a serious impact on your TSP account. Remember that the purpose of your account is to
accumulate savings so that you will have income during retirement. If you withdraw money now, you'll have less money
later. So, you should be aware of the following:

When you take an in-service withdrawal, you cannot return or repay the money you remove from your TSP account. You
permanently reduce your retirement savings by the amount of the withdrawal as well as any future earnings you would
have accrued on that money.

You are subject to income taxes on your withdrawal except on any portion that consists of tax-exempt contributions, Roth
contributions, or qualified Roth earnings. With a hardship withdrawal, you may be subject to the IRS 10% early withdrawal
penalty tax.

If you take a financial hardship withdrawal, you will not be able to make contributions to your account for 6 months. Also, if
you are a FERS participant, you will not receive any Agency Matching Contributions for 6 months. This lost opportunity
could amount to a significant sum of money.

Spouse's rights affect your in-service withdrawal. If you are a married FERS participant or a member of the uniformed
services, your spouse must sign a consent waiver for your in-service withdrawal. If you are a married CSRS participant,
the TSP must notify your spouse before the in-service withdrawal can be made. These rights apply even if you are legally
separated from your spouse.

Be sure to read the booklet In-Service Withdrawals completely before you begin the application process.

https://www.tsp.gov/planparticipation/inservicewithdrawals/basics....

34

Resources

Calculators:
Estimate Loan Payments

Publications:
In-Service Withdrawals
Loans

"Important Tax
Information About
Payments From Your TSP
Account”

Forms:
TSP-75, Age-Based
In-Service Withdrawal
Request
TSP-76, Financial
Hardship In-Service
Withdrawal Request

Retirement Account
or Savings Account

The money you put in your
TSP account is for your
retirement. It is not meant
to be a savings account that
can be withdrawn at any
time.

An Alternative to
In-Service
Withdrawal

In certain situations, it
might be more
advantageous for you to
take a loan from your TSP
account. For more
information and to learn if
you are eligible, visit TSP
Loans.
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. & Thrift Savings Plan

TSP Loans:
Loan Basics

The TSP Loan program allows you to borrow money from your account while you are employed by the Federal Government
or while you are a member of the uniformed services. Before taking out a TSP loan, you should carefully consider its
potential effect on your retirement income. Calculators:

Resources

Estimate Loan Payments
How a TSP Loan Works

Loan Types and Terms Publications:
Loan Eligibility Loans
Borrowing Limits
Forms:
Loan Costs TSP-20, Loan Application

How a TSP Loan Works
Do you have a

traditional and a Roth
balance?

Loan payments are paid
""""""""" proportionally from your
traditional and Roth
balances, and from each

When you take a TSP loan, you borrow from your TSP account. The amount of your TSP loan cannot exceed the amount of

If you meet the loan eligibility rules and your loan request is approved, the loan amount is removed from your TSP account.

You must repay your loan with interest. Repayments for the loan and interest are generally made through payroll TSP fund in which you have
deductions. Your repayments restore the amount of your loan, plus interest, to your account. investments. If you are a
uniformed services member
For additional information, visit Repaying Your Loan. with tax-exempt

contributions in your
traditional balance, your
loan will contain a
proportional amount of

tax-exempt contributions as
The TSP allows two types of loans. well

Loan Types and Terms

General Purpose
May be used for any purpose

Requires no documentation

Has a repayment term of 1 to 5 years

Residential
May only be used for the purchase or construction of a primary residence

Requires documentation

Has a repayment term of 1 to 15 years
For details, visit Residential Loan Documentation.

Your loan payments must start within 60 days of your loan being disbursed.

Loan Eligibility

General Eligibility Rules
If you have both a civilian account and a uniformed services account, the loan eligibility rules apply to the TSP account from which you intend to borrow.

To be eligible for a loan, you:

Must be employed by the Federal Government or a member of the uniformed services.
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Must be in pay status because repayments are set up as payroll deductions.
Can only have one outstanding general purpose loan and one outstanding residential loan from any one TSP account at a time.
Must have at least $1,000 of your own contributions and earnings in your TSP account (agency contributions and earnings cannot be borrowed).

Must not have repaid a TSP loan of the same type in full within the past 60 days. (If you have both a civilian TSP account and a uniformed services TSP
account, the 60-day waiting period applies separately to each account.)

Must not have had a taxable distribution of a loan within the past 12 months unless it was the result of your separation from Federal service.

Must not have a court order against your TSP account.

Residential Loan Eligibility Rules

Residential loans have specific rules in addition to the general eligibility rules:

A residential loan can only be used for purchasing or constructing a primary residence, which may be any of the following:
House
Townhouse
Condominium
Shares in a cooperative housing corporation
Boat
Mobile home

Recreational vehicle

A residential loan cannot be used for:
Refinancing or prepaying an existing mortgage
Construction of an addition to an existing residence
Renovations to an existing residence
Buying out another person's share in the borrower's current residence

The purchase of land only

The borrower's primary residence must be purchased in whole or in part by you, or your spouse, if you are married.

Borrowing Limits
Minimum Loan Amount
The minimum TSP loan amount is $1,000.

The amount of your account balance that consists of your own contributions and earnings on those contributions, must be at least equal to the minimum loan
amount.

Maximum Loan Amount

The maximum loan amount is the smallest of the following:

Your own contributions and earnings on those contributions in the TSP account from which you intend to borrow, not including any outstanding loan balance;
50% of your vested account balance (including any outstanding loan balance) or $10,000, whichever is greater, minus any outstanding loan balance; or

$50,000 minus your highest outstanding loan balance, if any, during the last 12 months. Even if the loan is currently paid in full, it will still be considered in the
calculation if it was open at any time during the last 12 months.

Note: If you have both a civilian account and a uniformed services account, the combined account balances and outstanding loan amounts will be used to
calculate the maximum loan amount.

TSP account balances are recalculated at the end of each business day based on daily share prices. As a result, the maximum loan amount may change on a
daily basis.

To find out more about the maximum amount available for a TSP loan, use the calculator, Estimate Loan Payments, or contact the TSP.

Loan Costs
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Direct Costs

Loan Fee. The TSP charges a loan fee of $50 for administrative expenses. The TSP deducts the fee from your loan proceeds. For example, if you request a
loan for $1,000, the amount paid to you will be $950.

Interest. The interest rate on your TSP loan is the G Fund rate at the time your loan application is processed. This rate is fixed for the life of the loan. Although
TSP loan interest is not tax-deductible, all of the interest goes back into your TSP account.

Indirect Costs

Indirect costs include sacrificed earnings. When you take a TSP loan, you sacrifice the earnings that might have accrued on the borrowed money, had it
remained in your TSP account.

Although you pay the loan amount back to your TSP account with interest, the amount of interest paid may be less than what you might have earned if the
money had remained in your TSP account.

For information on all costs associated with a TSP Loan, please see the publication, Loans
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Sequestration and

Your TSP Account

If you have been furloughed as a result of sequestration, you may be wondering how to deal with the financial
impact. This fact sheet addresses some of the questions you may have about your TSP contributions. It also de-
tails alternatives for accessing your TSP funds should you face financial hardship as a result of being furloughed.

How will a furlough affect my TSP

contributions?

As you know, your TSP employee contributions are
deducted from your pay. If you are currently making
contributions based on a percentage of your basic pay,
here’s what happens: If you earn $1,000 of basic pay
every two-week pay period and you contribute 10% of
it to the TSP, youd have a $100 TSP contribution every
pay period. If you are furloughed for 2 days per pay
period, then your basic pay would decrease to $800 and
as a result, your TSP contribution would decrease by

an equal percentage so that your contribution would be
$80 per pay period. Simply stated, your TSP contribu-
tion decreases in direct proportion to the reduction in
your basic pay. Therefore, you may find that lowering
your contribution percentage is not necessary.

But if you are currently making TSP contributions
based on a dollar amount of your pay, that dollar
amount will not automatically decrease with your re-
duction in pay. You may want to revisit whether that
amount is still appropriate given the expected impact of
your furlough.

If you are a FERS' participant, also keep in mind that
any reduction in your basic pay will impact your agency
contributions. Whether you are contributing a percent-
age of your pay or a specific dollar amount, your Agency
Automatic (1%) and Agency Matching Contributions
will decrease proportionally. If you then choose to de-
crease the amount of your TSP contributions, be sure you
understand how it will affect your agency contributions.

For more information, visit Types of Contributions.

! FERS refers to the Federal Employees’ Retirement System, the
Foreign Service Pension System, and other equivalent Government
retirement plans.

*

*
*
*
*
*
*
*

THRIFT SAVINGS PLAN
YOUR PLAN * YOUR FUTURE

% Fact Sheet

Should I terminate my TSP contributions?

If you are making traditional contributions, remember
that those contributions are subtracted from your pay
before tax. Be aware that stopping this type of contribu-
tion could potentially increase your adjusted gross in-
come and, as a result, your income tax liability.

Also, think carefully about terminating your contribu-
tions. One of the great things about your TSP con-
tributions, no matter how small, is that the earnings
compound over time. If you stop your contributions,
even for a short time, you'll miss this opportunity al-
together. And, if you are a FERS participant, you are
leaving free money on the table because if you stop your
contributions, your matching contributions stop as well.

Should I consider a financial hardship

withdrawal?

For some, sequestration and the resulting furloughs will
cause a significant financial hardship. But before you
consider a TSP hardship withdrawal, keep in mind a
few things:

* Ifyou take a hardship withdrawal, you will not be
able to make any TSP contributions for 6 months
after having received your funds.

* You may withdraw only your contributions and
the earnings associated with them, and the total
amount cannot exceed your financial hardship.

* You must pay income tax on the taxable portion
of any withdrawal, and you may also be subject to
a 10% early withdrawal penalty tax.
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If you are a FERS participant, you will not receive
Agency Matching Contributions.

A hardship withdrawal cannot be repaid so your
TSP account is permanently reduced by the
amount of your withdrawal.

Taking a loan may be a better option (see below).

For more information, visit Financial Hardship In-

Should I take a loan?

Taking a TSP loan allows you to borrow money from
your account while you are still actively employed by the
Federal Government. You repay your own TSP account
for the amount of the loan (plus interest) and therefore
continue to accrue earnings on the money you borrowed
after you pay it back. Before you request a loan, you
should know the following:

If you expect to be furloughed on a continuous
basis, you can only take a loan if your furlough is
expected to last 30 days or less.

If you expect to be furloughed on a periodic basis
(for example, one or two days per pay period), you
can take a loan.

Loan payments are made by payroll deduction. If,
because of a furlough, you don't earn enough per
pay period for your agency to deduct the required
loan payment, you will be responsible for keeping
your loan payments up-to-date so that you don't
risk a taxable distribution. (Properly repaid TSP
loans are not subject to income taxes or penalties.)

You can continue to contribute to your TSP ac-
count and, if eligible, receive Agency Matching
Contributions.

If you already have an outstanding loan when you
get furloughed, you need to make sure that you
stay up-to-date on your loan payments.

For more information, visit TSP Loans.
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