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WD V\/iLSON DAVID

YOUR NORTH STAR

THE 1I-STEP, DO-IT-Y OURSELF
COMPREHENSIVE FINANCIAL PLAN

DIY AND DONE IN 11 STEPS

Want to know where you are financially and figure out where you’re going? Use these
cleven steps to get the answers and create your own comprehensive financial plan! You’ve
heard the saying “enough is as good as a feast.” These DIY financial planning steps tell you
everything you need to do, but they won’t take weeks to complete. Financial planning is
not mysterious or complicated, and it doesn’t have to take dozens of hours. Follow these

steps to start on the path to becoming financially safe and successful.

Steps for All Financial Planning DIYers

Understand where your money goes
Know your net worth

Get debt issues under control

Start an emergency fund

Reduce risk through insurance coverage

Save and invest
Understand Social Security benefits
Plan for retirement

1

2

3

4

5.

6. Minimize taxes
7

8

9.

10. Write a will

Steps for Some Financial Planning DIYers

12. Plan to buy a house

13. Plan to pay for college or tech school
14. Manage student loan debt

15. Advance your career

Additional Information

Appendix A —  Additional information, worksheets, and calculators
Appendix B —  Practical tips for raising cash

Appendix C —  Dealing with debt

WHAT DOES “DONE”
ACTUALLY MEAN ?

e Summary of your
plan

e Status of each step,
accompanying state-
ments, and results
from your calcula-
tions

e List of action items

The takeaway: a clear
understanding of what
you're worth and what
you need to do to in-
crease wealth.

Disclaimer: This material is provided for informational purposes and is not intended to provide specific investment advice. Rather, it is
intended to be educational and genera] guidance. It contains our current opinions which are Subject to change. In_fbmmtion is dcrivedfrom
sources deemed to be reliable but are not guaranteed. Neither we, nor our information providers, shall be liable for any errors or inaccuracies,
regardless of cause, or lack of timeliness of, or for any delay or interruption in the transmission thereof to the user. There are no warranties,
expressed or implied, as to the accuracy, completeness, or results obtained from any information contained on this or any linked website.
Nothing on this website is intended to be or should be construed as individualized investment advice. All content is of a general nature. This
is not a solicitation to bu}/ or sell any security, strategy, or product. ]m'exting involves risk, inc]uding but not limited to loss qurincipa].
Nothing on this web site should be interpreted to state or imply that past results are an indication of future performance. Any links to outside
content are listed for informational purposes only and have not been verified for accuracy by the us, nor do we endorse the statements, services
or performance of any third-party vendor without specifically assessing the suitability of a third-party to a client’s or a prospective client’s
needs and objectives.

List of Steps

Step 1. Budget

Step 2. Net Worth

Step 3. Debt

Step 4. Emergency Fund
Step 5. Insurance

Step 6. Taxes

Step 7. Save & Invest
Step 8. Social Security
Step 9. Retirement

Step 10. Wills

Step 11. Save Documents

Additional Steps
Step 12. Buy a House
Step 13. Pay for College
Step 14. Student Loan

Step 15. Advance Career
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THE 1I-STEP, DO-IT-Y OURSELF
COMPREHENSIVE FINANCIAL PLAN

STEP 1. WHERE YOUR MONEY GOES

__ 1.1 Download or find the hard copy of your last two paychecks. Print out if online
or make a copy of the one you found for the financial plan document file/box/binder
you’ll be creating. If you don’t have a printer, save each document to a thumb drive that
you can take somewhere to print. You’ll be using these documents in the next steps.

__ 1.2 Do the same thing for:
__ Last year’s W-2
___Documents from any other income you get
___Mortgage statement
__Home equity loan statement
___Rental lease with payment info
___Student loan document with payment info
__401(k) loan document with payment info
___ Car loan with payment info
___Car insurance document with payment info
___Health insurance page that lists benefits & deductible & monthly cost
__ All your credit cards
___ Property tax bills

__ 1.3 Access, but don’t necessarily print, all the places you pay bills to, like your cell,
utilities, Netflix, antivirus, cable, gym, etc., and write down the amount you pay each
month or period. Note sources of auto-payment in case your credit card is compromised,
necessitating re-entry of new number. Take a minute to notice if you are paying for stuff
you don’t use, and call to remove or remove online.

__ 1.4 Write the full account number on the printed statement if it’s not printed there,
and for credit cards write the account number, expiration date, and CVC. It’s helpful to
make a list of your bills and the account numbers, but you don’t need to take the time to
do that if you don’t want to. Throw the documents in the box or binder.

_ 1.5 Use the
budget template in

on my website, this you fill out online, the
(More Info), or a piece of paper to write a list of what
comes in and what goes out each month. Subtract. If it’s a negative number, you’ll benefit
from Step 3 (Get Debt Under Control), Appendix B (Raise Cash), and Appendix C

(Debt). If the number is even or positive, go to Steps 7 and 9. Write down the monthly

surplus or deficit here: and on page 13, Summary.

The word “budget” conjures
up a mixed bag of emotions
including fear and boredom.
A budget shows you the
difference between how
much you bring in and how
much you spend, also
known as “cash flow.” It’s
the foundation for your
financial plan. Let’s mini-
mize the unpleasantness and
make this fast and simple.

Co
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THE 1I-STEP, DO-IT-Y OURSELF
COMPREHENSIVE FINANCIAL PLAN

STEP 2. HOW MUCH DO You HAVE?

__ 2.1 Download or find the hard copy of your bank, credit union, and/or money mar-
ket statements. Write down the balance of each. Print out if online or make a copy of the
ones you found for the financial plan document file/box/binder you will be creating. If
you don’t have a printer, save each document to a thumb drive that you can take some-
where to print. You’ll use these in documents in other steps, too.

___ 2.2 Do the same thing for the following (some of the things you’ve already pulled in
Step 1), writing down the amount of money that’s in there or the amount you owe today:

___Brokerage or stock account statements

___IRAs, Employer plans: 401(k), 403(b), 457, defined benefit (pension) plan

___Mortgage statement (to show equity and debt for home)

___ Property tax bill to show home value

___Home equity statement

___ Rental lease

___Student loan document (to show total debt owed)

___401(k) loan document (to show total debt owed)

___Car loan (to show equity and debt for home)

__All your credit cards (to show total debt owed)

___Any other loans or debt

Total:

2.3 For future use, write the full account number on the statement if it’s not printed
there, and for credit cards write the account number, expiration date, and CVC.

__ 2.4 Walk through your home and write or type a list of the “big stuff” you own
(furniture, jewelry, electronics) and estimate how much you could get for it if you had to
sell it pretty fast — not “top dollar” estimates but rather desperation values:

__ 2.5 Using one of the following methods, create a list of what you own and what you
from the FTC that you fill

(More Info), or a piece of paper to

owe. Use the from my website, this
out online, the balance sheet template in

write a list of what comes in and what goes out cach month. Subtract. If it’s a negative
number, you’ll benefit from Step 3 (Getting Debt Under Control), Appendix B (Raise
Cash), and Appendix C (Debt). If it’s even or positive, go to Steps 7 and 9. Write down

the amount here: and on page 13. Stick the documents in the box.
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Helpful Website

What are you worth, fi-
nancially? Your net worth
— your “balance sheet” — is
a snapshot of what you
have (assets) and what you
owe (liabilities). You
needn’t get down to the
penny here; an approxi-
mation will do just fine.
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THE 1I-STEP, DO-IT-Y OURSELF
COMPREHENSIVE FINANCIAL PLAN

STEP 3. GET DEBT UNDER CONTROL

__ 3.1 From your balance sheet in Step 2, make a list of the money you owe with the
interest rate you're paying, the items you’re paying for, and whether the money you bor-
rowed is for something that is likely to gain in value or lose value. For example, your home
will probably appreciate. Your student loan earned you a cert or degree that will likely
allow you to earn more money over time at your job. Conversely, credit card debt usually
buys things that lose value, although the traveling volleyball costs for your daughter or mu-
sic lessons for your son will probably pay off in scholarships over time and may be worth it.
However, you want to borrow money at the lowest interest rate possible, and credit cards
rarely are low interest.

__ 3.2 As you are able, pay off the highest interest debt first and avoid incurring more
high-interest debt. If you need money for long-term beneficial things like lessons for the
kids, education, or starting a small business, explore taking out a personal loan rather than
using credit cards, or take a look at Appendix B (Raise Cash) and Appendix C (Debt).

Amount | Interest | Entity Item Appreciating  or
Rate Depreciating?

$80,000 3.6% Chase Home Appreciating

$30,000 6% Sallie Mae Student loan Appreciating

$7,000 1.1% Toyota Car Depreciating

$1,000 12% CapOne Credit Card | Transmission Depreciating

$2,000 15% USAA Credit Card Random Stuff Depreciating

3.3 Following the sample above, make a list of the money you owe in order of highest
interest rate first. For the most part, you want to try to pay off your highest interest debt
first. Write total debt amount here
this isn’t easy, and I'm not trying to ignore how upsetting it is to see your debt in writing.

and on page 13. Hang in there; I know

3.4 If you have surplus each month from Step 1, estimate which debt to pay and set up
automatic payments to those accounts. If not, see Appendices B and C.

Although the steps are
simple, it’s not easy to pay
off debt. Life is expensive,
and the circumstances that
got you in debt in the first
place are not likely to
change much. Your salary
isn’t going to go up sud-
denly, and it’s hard to
change the lifestyle you
are used to living. Most of
us just don’t make that
much money, and the
costs of basic things like
rent, medicine, car re-
pairs, and education are
very high. Don’t beat
yourself up if you're in
debt or think you’ve done
something wrong. Most
Americans carry debt and
have trouble paying it off.
This plan will help!

Amount Interest | Entity Item Appreciating or
Rate Depreciating?
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THE 1I-STEP, DO-IT-Y OURSELF
COMPREHENSIVE FINANCIAL PLAN

STEP 4. EMERGENCY FUND

4.1 Estimate your bare-bones monthly expenses: you have to pay your rent, but you
don’t need Netflix. If you got in a desperate financial situation, how much must you have to
exist? Figure that amount out and multiply by 3. Enter here: and on p.13.

4.2 Go to the balance sheet in Step 2 and see if you have that amount in your checking or
savings account or an easily accessible money market fund. If so, you're all set.

__ 4.3 If not, look at the difference from Step 1, Cash Flow. If it’s positive, see if you can
use part of that leftover money to deposit in the bank each month until you get to the sum you
need. Once you've funded your emergency fund and are used to skimming that amount off
your spending monthly, check out Step 7, Saving & Investing or Step 9, Planning for Retire-
ment for a new place to direct those dollars.

44 If you’re running a negative cash flow each month, go to Appendix B (Raise Cash)
and Appendix C (Debt) for possible ways to resolve.

___ 4.5 If you use money from your emergency fund, go back to Step 4.3 to re-fund.
___ 4.6 If your basic expenses go up, such as they might if you have a baby or move to a more

expensive place, adjust the amount you need to carry in your emergency fund by going back to
Step 4.1 and repeating Step 4.3 to bring the balance up to the new level.

More Thoughts on Why You Need an Emergency Fund:

Imagine a married couple live in a small town and work at the same plant. It closes suddenly
and both earners are out of work with little chance of quickly finding another job in that
town. They might be able to drop cable, sweat out the summer with no AC, and eat more hot
dogs, but the couple still needs to meet their basic monthly bills — mortgage, car payments,
student loan debt, and other basic living expenses. They’d use the money in their emergency
fund to tide them over until they found new jobs or moved to a new town. Having an emer-
gency fund gives you the power to take advantage of surprise opportunities and to make bet-
ter decisions when problems strike. For example, if your child is chosen for a prestigious mu-
sic camp, you can swing the unplanned tuition without getting a high interest loan. Or if your
transmission goes out, you have the money to get it fixed without borrowing. With no emer-
gency fund, your budding musician might miss a life-changing chance or you might get your-
self into a crippling payday loan at 300% interest.

You never know when catastrophe will strike, so it’s good to keep emergency fund money
“liquid” — which means “ecasily available” — in a bank. If that money were invested in mutual
funds, stocks, bonds or other illiquid investments, in a jam you might be forced to sell those
investments and take a loss if the market were down. If all the funds were tied up in real es-
tate like a home or land, the sale could take at least 6 weeks if a buyer even could be found,
and depending on the real estate market at the time, could force a loss.

You want to create an
“emergency fund” if you
possibly can, even if it is a
small one that grows slowly.
An emergency fund is 3 to 6
months of expenses kept in
an accessible account to pay
for unexpected, un-planned-
for events. If you are living
paycheck to paycheck it’s
hard to put any extra in such
a fund, but if you can — even
$20 a month — that would be

a great start.
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THE 1I-STEP, DO-IT-Y OURSELF
COMPREHENSIVE FINANCIAL PLAN

STEP 5. MANAGE RISK THROUGH INSURANCE

__ 5.1 Evaluate your tangible possessions and financial assets and decide which ones you
want to protect. Loan agencies and your state government will likely compel you to insure
some possessions, such as your house or car, and will require you to have enough insurance
to pay for damage you could cause to others.

__ 5.2 Go back to or find your insurance statements from Steps 1 and 2. Evaluate your
coverage with regard to the recommendations here.

Type Recommended
Health

How You’re Doing

Dependent on you and your family’s health situation;
health insurance is uncertain today; usually plans of-
fered by your work are best.

Auto If you don’t have substantial assets, the minimum
coverage required by your state is usually adequate; if
you have assets that can be taken in a lawsuit; buy
umbrella coverage as well.

Life If no one depends on you for financial support, no life
insurance is needed. If people do, term life is recom-
mended.

Home- Your mortgage lender will specify what you need;

owners 80% of replacement value is minimum; consider flood
insurance as well.

Renters This insurance is very cheap — like $12/month — and
may be worth it to protect electronics.

Disability | Unless your company offers long-term and short-term
disability, individual policies are probably too expen-
sive to buy. Do take advantage of work-based plans.

Umbrella | Also called Liability or Professional insurance, this

insurance protects you in a lawsuit and is worth it if

you have high net worth.

5.3 Buy term life policy if anyone you care about depends on you for financial support —
spouse, parents, siblings, co-habitant. Your work may offer life insurance or you can buy an
inexpensive policy from any reputable insurance company (Northwestern Mutual, State Farm,
New York Life, etc.).

5.4 Make sure that the increase in your home’s value hasn’t left you with too little
homeowner’s insurance coverage. You need to pay for insurance that is greater than at least
80% of the house's total replacement value. Otherwise, even if the loss is a small one far under
the amount you’ve got in insurance, the insurance company pro-rates your claim and pays less.

5.5 Optional: Call, chat with, or email each insurance company to ask for the best rates
for you and make sure you’re not missing out on any breaks such as “good driver.” Re-evaluate
your deductibles based in part on how well your emergency fund is doing. If you’d have trou-
ble with paying $1,000 toward a major car or home repair, you might want to have a lower
deductible in case you have a loss.
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Buying insurance is a way
to reduce potential loss
when something bad hap-
pens. In a perfect life,
you'll “waste” money on
insurance you never need
— but it’s the best money
you ever wasted because it
means that you didn’t
have a car accident; get
sick, hurt, or hospitalized;
have your house or the
stuff in it damaged; be-
come disabled from an
accident; get sued. Few of
us get through life without
problems, so carrying the
right amount of insurance
can keep you financially
safe. The money you pay
for many years in premi-
ums is gone, but you mini-
mize risk of losing dollars
you worked so hard for.
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THE 1I-STEP, DO-IT-Y OURSELF
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STEP 6. MANAGE & MINIMIZE TAXES

___ 6.1 Find or access online your 2023bFederal and State tax return. If you can get your 2022
return, too, that’s great. Print if online or make a copy of the one you found for the financial plan
document file/box/binder you’ve started. If you don’t have a printer, save each document to a
thumb drive that you can take somewhere to print and then file in that box or binder.

6.2 Look at the following lines on your tax return Form 1040.

Line to Check Your Amount

Line 22 — Total Income.

Lines 23 — 35 (see Appendix A for possible ways to save on your taxes).

Line 27 — this is your Adjusted Gross Income (AGI), an important number
to know.

Line 40 for possible ways to save on your taxes. A few other tax breaks
exist that would be shown on Lines 48 to 54 and Lines 67 to 72; see Ap-
pendix A for more info on these.

Line 63 is the amount of tax you owe the Federal government. For most
people, you’ve already paid that tax via deductions your employer made in
your paycheck. Line 74 shows how much you actually did pay already.

If you paid more than you owe, you got a refund, shown on Line 75.

__ 6.3 Repeat for the previous year (2022) if you have the time and the interest to see
how things have changed for you. Also check the corresponding lines on your state return.
__ 6.4 If you work for yourself or as a consultant and receive a 1099 form instead of or in
addition to a W2, you may need to pay quarterly estimated taxes at the IRS EFTDs site.

What do the numbers mean to you? Your “AGI” is how much you brought in that year —
your wages and any money your savings, investments, or businesses made for you. It’s
frustrating how much of your paycheck goes to taxes, not only the income taxes discussed
here, but also Social Security and Medicare taxes, for which there are no deductions or
exceptions or credits to reduce them. If you contributed to a tax-deferred retirement
account, that money is subtracted from your taxable income. Gains and losses from some
types of businesses you are part of can add to or reduce AGI. Some types of credits can
reduce your AGI, too, as discussed further in Appendix A. On page 2 of the 1040, other
credits and deduction are subtracted from your AGI to reduce the amount of taxes you
pay that year. To be very honest, unless you’re rich, there’s not much you can do to sub-
stantially minimize your income taxes. As things stand in the Fall of 2017, your best ways
to reduce taxes are to take advantage of the few deductions and credits available to non-

rich people, discussed in Appendix A.

WHEN YOU NEED INFORMATION ON TAXES, BE SURE TO ACCESS THE IRS OFFICIAL SITE,

wHICH 1S WWW.IRS.GOV n~Nor www.IRS.COM. WEBSITES ENDING IN
“.GOV” ARE SAFE. YOU'LL FIND EASY-TO-READ, HELPFUL GUIDANCE AT WWW_IRS.GOV.
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When you earn money, you
pay income taxes on what
you earn each year. Taxpay-
ers pay tax on all that income
minus the allowable deduc-
tions, exemptions, and cred-
its they qualify for. Most
people work for employers
who automatically take taxes
out of the paycheck and send
them to government for em-
ployees. This payment hap-
pens every paycheck, so you
don’t have to worry that you
are behind on your taxes. As
an employee, you only have a
tax “action item” once a year
when you file your Federal
and State income tax returns.
When you do that, you get
back some of the money your
employer sent in taxes if too
much was taken out, or you
pay extra if not enough was

withheld.
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STEP 7. SAVE & INVEST

7.1 Creating an Emergency Fund (Step 4) is the first step in saving. You would
save primarily for two other reasons: future large purchases and to invest.

7.2 Figure out what large expenses you want to plan for, how much they are like-
ly to cost, and when you need the money to pay for them.

__ 7.3 Set up automatic payments to a checking or savings account.

7.4. If your upcoming expense is far in the future or when your savings grow to a
comfortable level, consider investing the money you save to help it work for you.

7.5. As of this writing in 2024, interest rates are lower than in 2023, so the mon-
ey you hold in safe, low- or no-risk accounts won’t yield much more than about 3 per-
cent a year, which will be slow going if you’re saving toward a big purchase.

7.6 To invest, you can decide if you want to be more “DIY” or if you want to hire
a professional financial advisor. You can use one of the “robo” advisors like Betterment;
you can hire a financial advisor from a well-known company; or you can hire an inde-
pendent financial advisor in your town. Advisors charge a percent of the assets under
and check

. If you want to manage your own money and trade stocks or ex-

management, usually between 0.95% and 3%; you can research advisors
up on brokers
change traded funds (ETFs) on your own, you can open an account at an online self-

directed brokerage like , , ,
account at a place like
free investor education; and
__ 7.7 See Appendix A for more info on risk tolerance and DIY investing.

Common Investment Options

Stocks: own a piece of the company you invest in. If it does well, you make money; if it
does poorly or closes its doors, you lose money.

Bonds: loan money to the company like a bank would. You get paid interest on this loan
over time while the company takes a negotiated amount of time to pay you back.

Certificates of Deposit (CDs): invest in a low-risk, low-return savings account for a specified
period of time and a known rate of return.

ETFs: pool your money with that of other investors to directly buy stocks.

Mutual funds: pool your money with that of other investors to directly buy funds made up
of stocks, bonds, and other investments.

Annuities: a company holds your money & later pays you regular payments over time.

REITs: pool your money with that of other investors, allowing individuals to invest in
large-scale, income-producing real estate.

Real estate: own land or buildings that are expected to gain in value.

Business Ownership: own a company that is expected to gain in value.

Retirement investments: use the investment types above to have regular cash flow when you
get older and stop working.

etc.; or a mutual fund
; and manage your own investments. Those sites offer
have informative free tutorials as well.

Helpful Websites
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Saving and investing are not
interchangeable terms. When
you save money, you know how
much you will get when you
take the money out. You don’t
expect that money to work for
you and grow as you do with an
investment. You save the money
in a jar, in a checking account
that pays no interest, or in a
bank that pays very minimal
interest. When you need it to
pay for something, it’s right
there. Investing is the way you
take the money you earned and
hopefully increase it. What can
you invest in that is likely to pay
you a good return on invest-
ment while mccting your risk
comfort level? Many alternatives
exist, but the list to the left rep-
resents the most typical types of
vehicles to which investors typi-
cally turn. We cover retirement
accounts in Step 9, but be aware
that those accounts can be a mix

of savings and/or investments.
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STEP 8. SOCIAL SECURITY

8.1 Set up your Social Security account online at

__ 8.2 Find your last Social Security printed out statement or access and print out a
new statement from your online Social Security account. Write the monthly amount you
can expect to get in retirement: (retire at 66); (retire at 70).
__ 8.3 Check your earnings from each previous year and make sure they look right.
Your retirement benefit is based on your highest 35 years of employment (not your last 35
years), adjusted by an inflation factor based on the years the earnings were made.

8.4 Use the
what you might draw once you’ve retired if things Changed financially in the future.

and explore options to get an idea of

8.5 If you are nearing retirement, consider waiting until your Full Retirement Age
(FRA), as shown in Step 8.2. When you wait years past your FRA, you get a much higher
monthly amount; check out your own statement to see the difference. More info

___ 8.6 Remember that if you are married and your spouse is alive, you will either get
your own monthly retirement benefit or half of your spouse’s or ex-spouse’s if you’ve
been married long enough, whichever is higher. If your spouse is deceased, you cither get
the higher of your own retirement benefit or the full amount of your spouse’s or ex’s.

Information about Social Security Disability (SSDI): To be eligible for SSDI a person must
meet these conditions (from SSA.gov): cannot do work that you did before; cannot ad-
just to other work because of your medical condition, and your disability has lasted or is
expected to last for at least one year or to result in death. The SSA goes on to say that “if
you can’t do the work you did in the past, we look to see if there’s other work you can
do despite your impairment. If you can do other work, we’ll decide that you don’t have
a qualifying disability.” SSDI looks at any work that you could possibly do as “being able
to work.” So if you were a construction manager who made $130K per year who is now
very disabled but could still sit in a cashier’s chair at Aldi part time making $8.50 an
hour for 20 hours a week, you are considered “able to work” and will not receive SSDI.
This is a fact even if you have been making $100K to $120K your whole adult life for 30
years of paying into the Social Security system. I have worked with clients who didn’t
understand this rule, and it is very upsetting when they realize it. For this reason, it’s
usually worth buying short- or long-term disability coverage your company offers.
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Helpful Websites

When you retire and no longer
earn money, you'll probably need
to rely on a combination of your
savings and your Social Security
retirement payments. Few of us
will have pension income, and at
some point it will be unlikely that
we will be able to work a full-
time or even part-time job, even
if we are very healthy in our 80’s
and 90’s. Half of Americans have
nothing in retirement savings. And
if you live into your 90’s, there’s
a good chance that you will have
used up your savings if they are
low. Not to be depressing, but
since you will not be able to earn
more money through employ-
ment, you will have to rely on the
cash that comes in each month
from Social Security to pay your
living expenses when you’ve de-
pleted your savings.

Step 1. Budget

Step 2. Net Worth

Step 3. Debt

Step 4. Emergency Fund
Step 5. Insurance

Step 6. Taxes

Step 7. Save & Invest
Step 8. Social Security
Step 9. Retirement

Step 10. Wills

Step 11. Save Documents
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STEP 9. RETIREMENT

__ 9.1 Using documents from the previous steps, total up your current retirement sav-
ings. Write the total here: and on the Summary, page 13.

9.2 Figure out your estimated continued cash flow in retirement including estimated
Social Security payments, military pension, or job pension here:
_ 9.3 Use this
are likely to have when you retire. This figure will vary based on the assumptions you enter

and p. 13.

___ 9.4 If you have access to a company 401(k) plan and are using it, make sure you are

and p. 13.
or others in Appendix A, figure out how much you

into the calculator. Write the total of projected savings here:

contributing at least enough of your paycheck to earn the full company match. For example,
if you make $40K and your company matches 100% of your 401(k) contribution up to 3%
of your salary, that means they are willing to give you an additional $1,200 per year if you
put contribute $1,200 to the plan that year. At your salary rate, that’s as if your company is
paying you an additional 57 cents per hour just because you are helping yourself by saving
for retirement. You wouldn’t say no if your company wanted to pay you more per hour, so
don’t say no just because that contribution slightly reduces your take-home pay.

_ 95
uting some of the extra monthly cash flow coming in from Step 1. If you haven’t any extra,

If you have access to a company 401(k) plan and are not using it, begin contrib-

visit Step 15, Appendix B ,or Appendix C for ways to increase cash flow.

__ 9.6 If you don’t have access to a company 401(k) plan, consider setting up an IRA. In
2024, the maximum you can contribute to an IRA is $7,000 (far less than the $23,000 al-
lowed for 401(k) contributions), but it’s better than nothing. If you’re over 50, you can
make catch-up contributions to either account.

__ 9.7 Read more about retirement accounts in Appendix A. It’s hard to find the extra
each month to save for retirement, but even small amounts will help make your later years
financially safer and more pleasant.
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How will you pay your living expenses after you retire and no longer draw a paycheck?

e Draw from Social Security.

e Use a systematic withdrawal plan from your savings, investments,
IRAs, 401(k)s, etc. to generate retirement “income.”

e Invest your savings and live off the interest and dividend income.

® Buy a guaranteed lifetime “pure” or “straight” annuity from an in-
surance company (creating a personal pension).

e Keep working full-time or part-time.

¢ Generate money from real estate rental income.

e Getareverse mortgage.

e Use an inheritance.

o DCand on l’lClp fl"Ol’l’l your ChildI‘CI’l.

Even if you plan on working
as late in life as possible, most
of us who live into our 80’s
will find that we are unable to
count on earning a paycheck
anymore. At that point, we
could sell assets, but at some
point, we may not have any
more assets to sell. So we
face a situation in which we
may live for 5, 10, 20 years
without earned income com-
ing in each month. Even if
expenses are cut drastically,
we still need to pay for a
place to live, food to eat, heat
in the winter, and medicine.

Step 1. Budget

Step 2. Net Worth

Step 3. Debt

Step 4. Emergency Fund
Step 5. Insurance

Step 6. Taxes

Step 7. Save & Invest
Step 8. Social Security
Step 9. Retirement

Step 10. Wills

Step 11. Save Documents
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STEP 10. WILLS

The Last Will and Testament is a legal document that specifies where your financial
and physical assets should go when you die. Most people use a lawyer to create this
document, but you can use online templates or sometimes even hand-write a will
yourself. In addition to dispensing your stuff, it lets you name the person who will
administer your last wishes. You want to be the one who has made these important
decisions, not random bureaucrats in your state’s probate department who decide
where your assets and your kids go if you don’t write a will. Wills are written and
executed in the state you reside in; you can’t do a generic “U.S citizen” will. Your
state specifies the rules you need to follow to create, sign, and execute your will.

__10.1 Make an appointment to see a lawyer to create a will. You’ll need to pay
for these services: the cost of a will can vary between $150 and $1,200 or more.
__10.2 If you have no children, you might want to write a will yourself using an
online site. Places like and are reasonably priced options;
provides a basic will for free. My single, childless, 20-something daughter
did hers for free in 7 minutes (spoiler: it all goes to me!)
__10.3 If you are a parent, have the guardian discussion.*
__ 10.4 Check on beneficiary designations for all your retirement and life insur-
ance accounts. A will doesn’t usually supersede beneficiary designations on life in-
surance or 401(k) plans, so you want to keep them up to date in addition to having a
will. If you leave an ex-spouse as beneficiary on a life insurance policy, the proceeds
will go to him or her instead of your current spouse.
__10.5 Complete a Living Will or a Health Care Power of Attorney (or Proxy) to
designate a person to make decisions about your health care if you can’t. A living
will comes into play if you are permanently unconscious, terminally ill, and close to
death. A health care power of attorney is not limited to these situations and works
for other situations such as dementia. Each state has its own specific form to down-
load and complete. In South Carolina, the forms are available from the SC Licuten-
ant Governor’s Office on Aging (see Appendix A for website); your state will have a

similar site to access forms.

* If you have kids, you need to name a guardian in case you both die in an accident. Then
you need to discuss that responsibility with the person you want and put it in writing in
your will. As your kids get older and their needs change, you may need to revamp your
guardian choice. Your parents may become too old or ill to care for the children, or your
sister’s parenting style might no longer jive with yours. A guardian doesn’t have to be a
family member; you can choose friends as long as you clear it with them first. T don’t
think it’s necessary to formally tell unchosen relatives “You’re not our kids’ guardians”
because the chance you will die is so remote, but you definitely need to clear potential
guardianship with the person you are naming. The chance that you both will die when
your children are little is incredibly low, but it’s not zero, so this crucial action must be
discussed, completed, written, signed, and revised as necessary.
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Many of us feel as if we will
have so little when we die that
we don’t need to worry about
a will. A modest home, 10-
year-old minivan, kayak, cred-
it card debt, depleted 401(k),
and tiny bank account certain-
ly don’t constitute an “estate,”
we think, and it’s obvious that
all that stuff will just go to our
spouse and then onto the chil-
dren later. In theory, that’s
true, and the probate court of
your home state will eventual-
ly distribute your assets to
people related to you. It’s
better, however, to have con-
trol of where your assets will
go when you die: you’ll mini-
mize family heartache and has-
sle if you take the time to for-
mally state what should hap-

pen to your assets after death.
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STEP 11. ORGANIZE & SAVE DOCUMENTS

___11.1 Find or buy a box, binder, shopping bag or other holder for papers. I love our online world; as
__ 11.2 Prepare to print. Hard-copy documents will help prove your identity and your long as you have your cell
deservedness of benefits if your identity is stolen or key electronic systems are irreparably | phone, you no longer have

compromised. Here’s a list of what you need to print or copy and toss into the container. to worry if you’ve lost the
physical ticket or docu-

____ Birth, adoption, marriage & death certificates, SSN cards, titles, deeds (and copies ment. I've lost airplane
kept in a different location in your house or at your parents’ or kids’ house; = boarding passes, shopping

the originals can go here or in the place you usually keep them*) receipts, and insurance

___ Passports and passcards (and copies kept in a different location in your house) cards, only to be saved by
__ Last will and testament finding the electronic ver-
__ Alist of your credit card numbers, expiration dates, and CVC codes because these sion on my phone. How-
are no longer available on your statements ever, some amount of

_ Mﬂitary dischargc information including DD214 and Certificate of Eligibﬂity papcr—bascd information
__ Social Security retirement benefits estimate (just one; info is online, but a printed that can be clutched in a
out copy can be useful if identity theft occurs) sweaty palm is still re-

__ Taxreturn (tax returns; W-2’s for last few years) quired. Electronic connec-
___ Financial- and investment-related statements — just one of each will do tions and devices can fail
__ Original loan documents (student loans, mortgage, car, etc.) as a result of natural and
__ Original policy documents for any kind of insurance such as life, home, or health man-made disasters. You

(you don’t need the bills, etc., but the original policy info is important in case | need to have hard-copy
company ownership changes or you are disputing a claim) documents to prove who
you are and what you own
Many people don’t have printers at home anymore, so it can be hard to generate the hard in the event of problems.

copies you need to have to protect yourself. It’s worth the money to put statements on a

thumb drive and take it to print at the library or Staples. You might also want to scan these

documents to a thumb drive that you keep in a fireproof box in your house. If you live in a Step 1. Budget

stable place and don’t expect to move soon or if you have a reliable place to put things such Step 2. Net Worth

at a parent’s home nearby, write your user id and password in non-felt-tip pen on each

statement you print out. Skip this step if your life is or may be in flux and continue to keep Step 3. Debt

user ids and passwords in your head or using the method that works best for you. Step 4. Emergency Fund

* Ideally, keep passports, original birth certificates, and Social Security cards in a fire- and water-proof container, SteP 5. Insurance

and, unlike me during the last major storm, you’ll keep that box closed and locked during the next hurricane!

Step 6. Taxes

Step 7. Save & Invest

Step 8. Social Security
Helpful Websites
Step 9. Retirement

Step 10. Wills

Step 11. Save Documents
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SUMMARY TOTALS ON

CONGRATULATIONS! YOu DID IT.
WISH I WERE THERE TO BAKE YOU

DATE

Monthly Cash In

SOME COOKIES FOR A REWARD!

Monthly Cash Out

Monthly Difference (use minus if negative)

Net Worth Total (use minus if negative)

Total Debt (liabilities)

Current Emergency Fund Balance

Estimated Social Security benefit

Current Retirement Savings

Current Additional Investments

Projected Retirement monthly cash flow

GOALS

Goal Amount Estimated Date

Cash Flow Monthly Overage

Net Worth Total

Total Debt

Emergency Fund Balance

Retirement Savings

Additional Investments

Retirement monthly cash flow

KEEP THE COMPLETED SHEET AT THE TOP OF YOUR BOX/BINDER/FOLDER.

Disclaimer: This material is pmvidcdﬁr ir}farmationa] purposes and is not intended to provide Specg'ﬁc investment advice. Rather, it is intended to
be educational and general guidance. It contains our current opinions which are subject to change. Information is derived from sources deemed to be
reliable but are not guaranteed. Neither we, nor our informazion providers, shall be liable for any errors or inaccuracies, regardless of cause, or lack
of timeliness of, or for any delay or interruption in the transmission thereof to the user. There are no warranties, expressed or implied, as to the

accuracy,

pl or results obi 1 from any information contained on this or any linked website. Nothing on this website is intended to be
or should be construed as individualized investment advice. All content is qf‘a general nature. This is not a solicitation to buy or sell any security,
strategy, or product. Investing involves risk, including but not limited to loss of principal. Nothing on this web site should be interpreted to state or
imply that past results are an indication of future performance. Any links to outside content are listed for informational purposes only and have not
been Vergﬁedfnr accuracy by the us, nor do we endorse the statements, services or pc{formance gfan] third-party vendor without specg’ﬁmll)/

assessing the suitability of a third-party to a client’s or a prospective client’s needs and objectives.

ACTION ITEMS

Print & copy documents
List account numbers
Record passwords

Adjust budget

Set et worth goal

Act to reduce debt
Manage emergency fund
Review all insurances
Evaluate term life needs
Adjust tax withholding
Capture tax deductions
Learn about investing
Change investments
Initiate new investments
Check Social Security benefits
Run Social Security calculation
Open IRA

Contribute to 401(k)
Adjust 401(k)?

Use retirement calculator
Write will

File & store documents

Contact Information—Kathryn Hauer; Kathy@wilsondavid.com
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STEP 12. BUYy A HOUSE

__12.1 Review the Summary, page 13, of this report. Do you have enough saved for a down /
payment? Is your required for a good mortgage interest rate? Is your

credit score “Good” or better? How much of a monthly payment can you afford? Run a mort-

gage calculator to confirm the numbers. Write the amount of monthly mortgage payment you B @A
can manage: ; the max home price: ; and the down payment:

12.2 Research homes in your area to figure out price ranges — , and are

places to start. If it looks like you can afford something you’d like, contact a realtor. It’s ok to

connect with a realtor even if you’re not ready to buy. ]

12.3 When you are ready to seriously enter the home-buying market,

Your realtor’s mortgage lending connection might not be
12.4 Be sure to pay an independent home inspector to go over the house before you close.
He or she will be able to potential problems with the property so that you can get them re-

paired before you take possession or help you reduce the price of sale.

__ 12.5 Once you are a homeowner, keep good records of the taxes you pay and the im- Additional Steps

provements you make. When you go to sell the house, you pay tax on the profits you make Step 12. Buy a House

from the sale (less an exclusion if you meet ). So if you buy a house for $140,000
(your “basis”) and you sell it for $200,000, you could be liable to pay taxes on the $60,000 Step 13. Pay for College
profit. But your “basis” in the house is reduced by you make to it. So if you made

Step 14. Student Loan
$15,000 of allowable improvements to the home, the basis goes up to $155,000, reducing your

taxable profit to $45,000. Step 15. Advance Career
12.6 Learn more about buying a house with our

The “Rent or Buy” Decision” — Buying a home has many advantages, but it’s not always the right thing to do. Even though it may feel like
you are “throwing away your money,” renting can have advantages over buying. The primary advantages come when your future has spe-
cific uncertainties in it:

Job status — if you think that you may be laid off or that your company might close or relocate in the next two years, renting is
better than owning. More positively, if you see yourself in the running for a promotion or a relocation, renting will give you more flexibil-
ity to go.

Romantic status — your love life, good or bad, should affect rent-vs-buy decisions. If you are falling in love (or, more sadly, out of
love) and think you may want to begin living with (or stop living) with your partner, you want to be wary of buying something that may
not work.

Local real estate status — regional housing markets rise and fall. We bought our first house in Connecticut in the late 1980s as inter-
est rates AND housing prices were rising. We moved 2 years later and were lucky to sell that house for what we had paid for it; friends
who moved a year later were upside down on the mortgage because by then housing prices were dropping. That house was a burden to
them for years until they finally sold at a loss. Before you buy, figure out what’s going on with the local real estate market so that you
don’t end up buying at a high price and then taking a loss when you have to sell at a low price.

Financial status — just because a lender says you qualify for a mortgage doesn’t mean that it is something you can afford. Only you
know your spending habits and your earning power. When you rent and get into financial difficulty, you can always move to a cheaper
place. When you own a place and owe a mortgage, you are stuck there and must meet the monthly payments or risk foreclosure.

Emotional Status — you don’t really like the area you’re currently living in even though everyone says you “should love it,” but you
just don’t; you aren’t ready to be tied down; you don’t feel like dealing with maintenance, repair, decorating, yardwork, etc.; are not into
paying real estate taxes if you are in an area that has high taxes; or a parent or sibling is not doing well and there is a chance you may need
to move nearer to them to help them.
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STEP 13. PAY FOR COLLEGE

13.1 Figure out what you want to accomplish with advanced education (college op-
portunities for your kids; advanced education for yourself to earn more money in your cur-
rent career or start a new career).

13.2a If you’re planning for your kids, you may have years to save for tuition. If so,
consider an education savings opportunity called a (Investor.gov) where you save
after-tax money that grows if used for college expenses. You can use these calcula-

(FINRA) and

(FAFSA). Also, if you’re working on college for your high school kids, make full use of

tors to

the high school guidance office to maximize financial aid opportunities.

__13.2b If your planning for yourself, you’ll still wait to complete a FAFSA application
Depending on your salary, you may be eligible for Federal grant money, such as a Pell
Grant. The Pell won’t help you with grad school, but if you are working toward an under-
grad degree it could work. In 2017-18, the maximum award is $7.395. Most Pell Grants are
awarded to those making less than $30,000 annually. Also, see if your company has tuition
reimbursement. One of the fringe benefits an employer can offer tax-free to its employees is
up to $5,250 (in 2024) of money annually for tuition and expenses. It’s a little-known bene-
fit that is often not advertised well (See Step 15). You can usually tap in to company tuition
assistance for all kinds of classes and training — it doesn’t have to be for a 4-year degree.

13.3 Research online the institutions that provide education for those areas. Narrow
down the field to likely choices. Do consider tech schools to shorten the duration of attend-
ance and graduate with a specific, often high-paying skill. A year of two of four-year college
could be completed at a community college in your area to save on living costs; you then
transfer and complete your degree at a more prestigious college.

__ 13.4 Call and visit your possible schools, being sure to schedule some time with the
financial aid office.

__ 13.5 Be aware of and comply with all the application deadlines when applying and
committing to a school.

ISBN-13: 978-0-9912413-4-7 15

When you’re looking for help in paying for college, tap all your options. Grants and
scholarships are “free” money that you don’t have to pay taxes on or ever pay back. That’s
the kind of financial aid you want to try to maximize before you turn to loans that you
will need to pay back. If you've exhausted all possibilities for need- and merit-based
grants and you don’t have enough savings or current income to cover college or tech
school costs, you’ll need to borrow. Subsidized and unsubsidized Federal student loans
from the government may provide part of that funding and are your next step in securing
money for college or tech school. The interest rate on Federal student loans is almost
always lower than that on private loans — and much lower than that on credit cards. You
don’t need a credit check or a cosigner to get most Federal student loans. You don’t have
to begin repaying your Federal student loans until after you leave college or drop below
half-time attendance. Also some jobs offer

A college degree is one of
the most permanent and
satisfying accomplishments
you can achieve. Even
many worthwhile profes-
sional certifications expire
if you don’t keep them
current. Your A.S, B.S.,
B.A, M.S., or PhD is
yours forever. Friends,
spouses, cash, assets and
hairlines come and go, but
a college degree can never
be taken away from you.
The undeniable

nence of these accomplish-

pcrma—

ments is comforting. Alt-
hough most educational
documentation is online
today, it’s worth it keep-
ing printed copies of de-
grees, diplomas, certifica-
tions and test grades. I still
have the print out I got
when I passed the 10-hour

test! Keep hard cop-
ies of hard-won qualifica-
tions and be sure to do the
renewals and continued
education that keeps them

current even if you don’t

anticipate an immediate
need for them.
Additional Steps

Step 12. Buy a House

Step 13. Pay for College
Step 14. Student Loan

Step 15. Advance Career
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STEP 14. STUDENT LOANS

Student loan debt is a big problem today. According to the U.S. Bureau
of Labor Statistics, “in the last few years, student loan debt has hovered
around the $1 trillion mark, becoming the second-largest consumer
obligation after mortgages and invoking parallels with the housing bub-
ble that precipitated the 20072009 recession...the proportion of the
U.S. population with student loans increased from about 7 percent in

2003 to about 15 percent in 2012; in addition, over the same period,
the average student loan debt for a 40-ycar-old borrower almost dou-
bled, reaching a level of more than $30,000.” Grad students incur even more debt, and the
salaries, especially in education, aren’t usually high enough to make that master’s or PhD
degree (which is a great academic boost) a worthwhile return on investment financially. If it
turns out that college isn’t for you or if problems prevent you from graduating, you can end
up with lots of debt and no degree to show for it. Having hours toward college doesn’t qual-
ify you for a job that requires a degree, so you could end up with the debt and without the
qualifying letters (B.A. or B.S.) behind your name. If the average 18-year-old walked into a
mortgage lending office and applied for a $§120,000 home loan, he or she would be laughed
out of the office. However, the same young person can sign up for a $120,000 student loan
— without even the collateral of a home! — and start spending it right away. It’s the rare
teenager who understands what the student loan commitment really means.

Many millennials and GenXers have student loans to repay and wonder what happens if they
just stop paying. The sad answer is that not repaying student loan debt can be worse that
shirking almost any other kind of debt. The

happens if you don’t repay: “if you don’t make your student loan payment or make your

explains what
payment late, your loan may eventually go into . If you default on your student loan,
that status will be reported to credit bureaus, and your credit rating and future borrowing
ability will be damaged. In addition, legal action can be taken to require payment through
garnishment of wages and withholding of tax refunds.”

You need to keep up with your loan payments. If you are struggling, consider these steps:

144

142

143 if you work at certain jobs.

144 loans — do this carefully to retained preferred status.

14.5 Get additional training to increase salary (See Step 15, Advance Career).
14.6 Figure out how to raise additional cash (See Appendix B).

14.7 Force yourself to be proactive and attentive with regard to your loans.

[ wish life were fair. It
isn’t. As a college and tech
school professor, 1 see
students fighting to suc-
ceed academically while
struggling under heavy
financial burdens. I’ve lost
talented students to insur-
mountable financial diffi-
culty. Studying for your
stats midterm pales in
comparison to not know-
ing if you’ll be able to
come up with the money
for next semester’s tui-
tion. You make it through
somehow and then several
years later, you’re in the
same boat when rent and
other basic life expenses
chip away at your meager
salary. A crippling student
loan repayment for a job
that only nets your $40k a
year is insulting. As a
mother, I would like to be
able help all the loan re-
cipients who are strug-
gling. The best I can do
today is this advice and a
heartfelt wish that you are
able to achieve financial
stability.

Additional Steps
Step 12. Buy a House
Step 13. Pay for College
Step 14. Student Loan

Step 15. Advance Career
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STEP 15. ADVANCE YOUR CAREER

It’s important for your financial life to find and keep a good job, and it may be necessary to
change jobs to earn a meaningfully higher salary. You might have to change jobs to get a
higher salary since the company you’re currently working for won’t likely give you the 10%
+ raise you’d get if you went elsewhere. These steps help your work life yield the very best:
__ 15.1 Search industry-specific literature or to confirm that your salary or
wage is appropriate for your field, years of experience, and education level.
___15.2 If you are underpaid, build a case using creditable statistics to ask for a raise and
additional benefits. The trend these days is to pay bonuses rather than give permanent raises.
Of course it’s preferable to lock in a salary increase, but if you regularly get a bonus, the
dollars are the same. Improved benefits also translate to dollars, so they count too.
___15.3 If you're denied additional compensation, start looking for a new job. Keep your-
self from getting angry and take the time you need to find just the right new job. It’s always
easier to find a new job when you already have one rather than when you are unemployed.
Also, see our !
__15.4 Check out . That (often little-advertised) bene-
fit can provide you up to $5,250 (in 2024) of tax-free benefits. My company paid for my
MBA — it took me five years and it was hard to do with little kids and a full-time job, but it
was worth it. I can still remember sitting alone in a dark, smoky, beer-soaked old ski lodge
studying for a statistics exam while my husband and kids were out on the slopes. Today with
all the online college options, you can complete you degree in your pajamas.
__15.5 What if you are a nurse and your tuition is for an accounting degree? Will you still
be eligible for company tuition reimbursement? First, as long as it is actual education (not a
hobby or exercise kind of thing), the company educational assistance program is legally able
to pay for it. Second, it’s unlikely that the over-worked HR professional administering this
program is going to be likely to care what you are going to school for as long as it’s at a col-
lege somewhere. Check your company’s policy and then go for it if you can.
__ 15.6 If you realize that you chosen the wrong career for you, either because you aren’t
suited to the work or the lifetime earnings potential is simply too low, you may decide that a
career change is in order. See Step 15.4, or visit a college or tech school nearby
and talk to a career counselor and the financial aid department.
__15.7 Even if your work doesn’t have tuition assistance benefits, if you can go to school
while keep your full-time job, that will help you pay for your career change. If the program
you’re going for makes it impossible to keep your current job full-time, ask your boss if you
can work for them part-time or on a consulting basis so that you can keep bringing in some
cash while going to school.
___15.8 If you’re paying for your own school, you may be eligible for tax
including the , or a Tui-
tion and Fee deduction on line 34 of the Form 1040. Allowable expenses include the cost of
tuition books, equipment, fees, and supplies.

Your financial health de-
pends in part on how
much you make at work.
If you can maximize your
carnings while doing work
you enjoy, that’s the best
plan of all. Your job is a
source of cash through
your paycheck, but it can
also contribute positively
to you through in other
less-obvious ways when it:

e offers benefits that save
dollars

elsewhere

you’d spend

e is close to your house,
saving on transportation
dollars and time that
could be used for other
lucrative purposes

e provides training or
education you use to
earn more money at that
job or a new one

® pays overtime pay, a
benefit that’s becoming
more rare

e contributes toward a

retirement pension, also

rare today

Additional Steps
Step 12. Buy a House
Step 13. Pay for College
Step 14. Student Loan

Step 15. Advance Career
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Worksheets: DIY Investing Links:
Budget FINRA Learning Modules
Cnsl; Flow Investor.gov
Balance Sheet USA.gov

Financial Calculator Links: Risk Tolerance Survey Links:

529 Plan Calculator

Loan Calculator

Rutgers Risk Tolerance Survey

Vanguard Questionnaire

RMDs — Retirement Calculator w

Tax Deductions: The first part of your tax return is where you list what you brought in that
year in earnings — for most of us, that’s from work or investments. Line 17 on that first page may
also be a place where you reduce your taxable income if you are part of a business that lost money
that year. You total lines 7 through 21 and then go to the next section where you have the possi-
bility of reducing the amount you’re taxed with credits. These “credits” — as opposed to the de-
ductions (see below) from page 2 of the 1040 tax form — are especially nice because they reduce
what you owe dollar for dollar whereas deductions are partial reductions. These credits are on
lines 23 to 27 in the current version of the 1040 form and include some obscure credits that few
taxpayers qualify for, but they are made up of other credits that you more likely to qualify for.
These include expenses for teachers, Health Savings Account (HSA) deductions, self-employment

tax, and other self-employment costs, alimony you paid, IRA contributions, student loan interest,

and college tuition. At the bottom of page two, you total the column and end up with your adjust-

ed gross income or AGI, an important number to know.

On page 2 of Form 1040, you take deductions that can reduce your AGI. The first decision is if
you will list your deductible annual expenses (called “itemizing”) or will take the “standard deduc-
tion,” as most taxpayers do. The standard deduction (which in 2017 is $6,350 per taxpayer in
most filing status categories), is specified yearly by the government. You use the method that gets
you the highest deduction; if your list of allowable deductions (state taxes, mortgage interest,
medical expenses, property taxes, charitable contributions, business expenses, etc.) cost you
more than the standard deduction you would itemize them on Schedule A and use that total. Oth-
er common deductions are credits you take for raising children, child care costs, and retirement
savings if your AGI is below certain amounts. Sadly, there just aren’t that many ways to reduce
your taxes as an individual or family.

It can feel frustrating how much of your paycheck goes to taxes, not only the
income taxes discussed here, but also to Social Security and Medicare taxes, for
which there are no deductions or exceptions or credits to reduce them. As
things stand in 2024, your best way as a non-business-owning individual to
reduce taxes is to take advantage of these few deductions and credits available
to non-rich, regular people. As the government moves forward with tax re-
form, these credits and deductions may change or go away. However, in look-
ing at popular political trends, being part of a business will likely continue to

be a good way to reduce taxes; see our “DIY Guide to Starting Your Own Busi

)
ness.

Is DIY Investing for You?
Investing your own money is
more do-able than ever today
with the great information
available to everyone, not just
financial professionals. Check
out the sites recommended

on this page to learn more.

Free Financial Guides:
CFPB

FINRA — Investing

FTC— Debt

Financial Health
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RETIREMENT ACCOUNTS

The best way for a government to encourage its citizens to do something is to offer tax bene-
fits. To get people to save for retirement, American retirement accounts offer different levels
of tax deferral or tax savings. In simple terms, “tax-deferred” means that you get to pay taxes
later (in another year) rather than right now. Who of us doesn’t like to put off unpleasant
things?! If I can get another year out of the roof on the house or put off getting a crown on a
tooth, I'm happy to do so. So if you can pay income taxes later, it can be a great break. In
addition to wanting to delay paying out money in general, the main reason people may choose
a tax-deferred investment or plan is because they feel as if they will be in a lower tax bracket
in the future when the tax becomes due.

The main tax-deferred retirement accounts are the 401(k) and the Individual Retirement Ac-
count (IRA). A 401(k) is a retirement savings plan offered to you through your work and
managed by your employer. You can’t start a 401(k) on your own as an individual unless you
own a company. An IRA, on the other hand, is a retirement savings plan that you set up and
manage on your own. The most you can tax defer in 2024 in an IRA is $7.000 as compared to
an 401(k), which is $23,000. (If you're over 50, the tax-deferable limits rise to $8,000 and
$30,500 respectively.) Specific types of jobs such as the U.S. Armed Forces or a teaching job
or a government job have special kinds of 401(k)s including the TSP, the 403(b), and the 457.
An annuity is another type of tax-deferred retirement investment vehicle that combines fea-
tures of insurance and investment and can provide tax-deferred growth.

There are two primary types of IRAs and 401(k)s: Traditional and Roth. The main differences
between them lie in when you pay tax and what you pay tax on. With a Traditional IRA, you
get to defer your taxes in the year you make a contribution to your IRA or 401 (k). Tax defer-
ral means that you don’t owe taxes that year on the money you just contributed (so if you
contribute in 2024 your 2024 tax bill would be reduced), but you will owe taxes on money
you take out of the account later on in retirement. The assumption is that you will be in a
lower tax bracket when you withdraw the money in retirement, so you end up paying less in
taxes later than if you had paid the tax upfront. With a Roth IRA, you do pay taxes on your
contributions (so the money you contribute in a given year is not tax-deferred), but when
you withdraw the money in retirement, you don’t have to pay tax again. The interesting thing
about a Roth IRA that makes it a good deal as I write this in 2024 is that the money you earn
over the years that you are holding it in your Roth IRA is never taxed — not during the years
of holding or when you withdraw it. For an example, imagine that you contribute $4,000 of
after-tax money a year to a Roth IRA for 30 years, making a total contribution of $4,000
times 30 or $120,000. Say that your investments over the 30 years in that Roth IRA made you
$10,000. When you take this $10,000 out, you don’t have to pay tax on that money. In the
IRS tax world, very few tax-free good deals like this exist.

How do you set up an
IRA? You can go online to
brokerages like ,

, , or one of
many others and open an

IRA up in minutes.
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RETIREMENT ACCOUNTS (CONT’D)

Distributions and Rollovers: One thing to keep in mind about retirement plans is that you want
to avoid taking a “distribution” from them when you want to change plans or want to change
the company who is holding your plan; you want to take a “rollover” so that you don’t acci-
dentally take away the “tax-deferred” nature of the account and end up having to pay the taxes
due that year. For example, when you leave a company for a new job, you can take your 401
(k) to your new job or leave it in your former employer’s plan. You can also do a “rollover” of
that retirement money into your own personal IRA or a new company’s 401(k). The term
“rollover” is an important one to be aware of. If you take a “distribution” of your IRA or 401
(k) before age 59'2, you would likely incur a penalty for withdrawing that money in addition
to having to pay the income tax on that sum. If you initiate a “rollover” of your IRA or 401(k),
you move the money into another similar qualified retirement plan so that it retains its charac-
ter as a qualified retirement investment vehicle and no penalty is incurred and income taxes
continue to be deferred.

When you contribute to an IRA, you legally reduce the amount of money that you owe taxes
on for that year. So if your taxable income without the IRA is $50,000 and you contribute
$5000 to a Traditional tax-deferred IRA, you reduce your taxable income to $45,000. Some-
day you WILL have to pay taxes on that $5,000, but this year, you don’t. You are not re-
quired to send the deposit or contribution slip showing that you made that contribution to the
IRA. It must be made within the tax year it is designated for or up until April 15% of the next
tax year to count for the current tax year. In order to be in compliance with the law, that con-
tribution must be made within that time. The IRS doesn’t check or track or care which ac-
count of yours that money comes from for that account. It just wants to see that the contribu-
tion was made. It makes the most sense to actually make the contribution right around the
time you say you are going to do so on your tax return so that you don’t forget or end up
without enough money later to make that contribution. However, it is not illegal to wait and
make the contribution later with money you have that could certainly have come from a tax
refund or a big birthday gift or some other source. You earned taxable income in that tax year
for which you are eligible to make an IRA contribution and that is what the IRS looking for.

Required Minimum Distributions (RMDs): The
in your account indefinitely. You generally must start taking withdrawals from your tax-

that you cannot keep retirement funds

deferred retirement accounts when you reach age 70%2. The required minimum distribution is
the minimum amount you must withdraw from your account each year, although you can
certainly take out more than the minimum required amount. shows how you would
calculate your yearly RMDs. The money that comes out each year will be included in your
taxable income for that year. Roth IRAs are not subject to RMD requirements, and when you
take the money out, you don’t pay taxes on it because you had already paid taxes on it before

you contributed it to the Roth account.
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Consider asking for a raise at work if you haven’t gotten one in a while. They won’t fire
you for asking, and the most they can say is no. Take time to build your case before you
ask by writing down what you do and how you’ve already been an asset to your compa-
ny. If you can find quantitative metrics (wrote 7 grant proposals totaling $1.2M; won 5
of them, bringing in $800K in grant money), that’s wonderful, but even qualitative,
general descriptions will be helpful. Demonstrate the value you’ve provided and show
what your plans are for continuing that success and improving.

for a better-paying job (see Step 15).
Consult or freelance (see our DIY plan ).

Work paid over-time if it’s available at your job. This benefit is hard to find, but it’s
important to be aware that a salary of $40,000 effectively drops from an hourly rate of
$19.23/hr. to $15.38/hr. if you regularly work a 50-hour week where you don’t get
paid for your over-time. Working unpaid over-time tends to be expected and unavoida-
ble in a most professional positions, but it’s good to be aware of the cost to yourself.

Get a part-time, second, or seasonal job - finding one can be hard, though! You might
have better luck during the Christmas season when stores do a lot of extra hiring. Look
into this tactic in September or October so you don't miss out. Be creative about what
you can do. Even if your career is not the type that lends itself to consulting, maybe you
could earn some extra money by baby-, dog-, or house-sitting or food service or lawn
work. Having a second job brings in more money cach month and reduces what you
spend on entertainment because more of your hours are taken up by working.

Your volunteer job could lead to paid part-time work. Volunteering at the kids’ school
could eventually net you a paid admin job. Time put in at an association or organization
can do the same. Even if your actual volunteer position doesn’t get you paid work, the

connections you makc may.

Cut unnecessary bills. Dropping cable TV or pedicures technically doesn't “generate”
cash, but it leaves you with more cash at the end of the month. It's hard to give up your
favorite shows or an activity that makes you feel good, but if you console yourself with
the idea that the sacrifice is temporary, that will help.

Get or become a roommate, try being an Airbnb host, or rent an extra room at your
house, being sure to use common sense to be safe. I'm of the generation that tends to
feel uncomfortable accepting rides from strangers (Uber), posting pictures that
strangers can see (my website), or staying in, say, a trendy Brooklyn warehouse loft
bedroom with no walls or doors that my daughter rented for us (Airbnb), but if it
works for you, go for it!

Look around at your belongings to see what things you don’t really like or use that
might be worth some cash. Sell things you don't need on eBay or at IWanta, being care-
ful not to get scammed by unscrupulous “buyers.” Family and friends may also want to

buy things from you.
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Consider asking a wealthier loved one for hclp. You might ask for hclp paying a med-
ical bill or a particularly expensive utility bill rather than ask for cash — sometimes a
one-time, concrete, specific gift is easier to ask for and to give. Many people who are
comfortable financially enjoy helping out loved ones who are in a pinch, but they
tend not to offer help for fear of hurting feelings or opening the door to being asked
repeatedly for help. It can be hard to ask, but it might be worth trying depending on
your circumstances. It might be best to ask for a gift rather than a loan so you don't
have repayment hanging over your head, and be sure to include an “out” for the per-
son you're asking in case they don't want to or aren't able to help. A loan with a very
low interest rate could also help if you are crippled by high interest on the debt you
are carrying. Before asking verbally, you could send an email or letter to pave the
way. Be honest about how hard it is for you to ask and how fine it is if the person
doesn't end up helping. If your request is granted, be sure to say thank you verbally
and in writing.
Apply for assistance if you think you might even possibly be qualified to receive it.
There’s no shame in using food stamps, WIC, free or reduced lunch for the kids at
school, or other forms of governmental help. Also consider faith-based help from
your church, other churches, food banks, or other religious charities. This

is a place to start your research, and your state department of social
services or department on aging can help too. Your local library or Chamber of
Commerce may also be a good source of information.

Another way to save on taxes is to Complete your tax returns
yourself. If you’ve never done your own taxes before, now is a great time to learn.
Even if you end up paying someone to do them this year or in the future, the exer-
cise of learning how to do them will make you a better consumer in the future for
negotiating costs in having them done by a professional. It will also help you under-
stand what you pay in taxes and why. And it’s not the end of the world if you make a
mistake. Sometimes I made errors in our taxes, but when I did, I would get a nice
letter from the IRS gently pointing out my mistake and either asking me for more
money or sending me more for our refund. It’s not a problem if you make a mistake
when it is made in good faith rather than in fraud. The IRS just lets you know what
you did wrong and you pay them more or get more back — a small, honest mistake
doesn’t generate an audit.

Change the habits that cost you money and develop new ones that save or generate
cash. You may realize that you spend more time than you really want to in activities
like watching TV, drinking, surfing the web, going out to eat, or using social media.
You could do less of those unhelpful things and free up time to do different things
that build you up like exercising, learning valuable new skills and information, help-
ing others, cooking at home, sleeping enough, etc. It’s so hard to make lasting chang-
es, but doing so could result in more available cash in your household.
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Debt has gotten a bad rap for good reason. Recent data show that the average U.S. house-
hold with debt carries as much as$15,000 in credit card debt and $130,000+ in total debt,
with an average interest cost of more than $2,500 a year. So, should sensible people say no
to debt? Probably not — because not all debt is bad. If you manage debt in a smart, planned
way, you can exploit it to increase your wealth rather than let it deplete you.

How debt works

In simple terms, borrowing money is like paying for any kind of service. You pay to have a
person to clean your house or fix your car, and when you borrow money, you pay for that
service as well. Lenders charge borrowers for the use of their money, and the more worried
the lender is about getting paid back, the higher the cost. “Secured debt” is less risky for a
lender — and costs less for the borrower — because an item of value like a house or car can be
collected if the borrower doesn’t pay. When a lender has little or no way of guarantecing
payback — like with a personal loan or a credit card — debt costs more.

The cost of debt is why a good

you look at it from a lender’s point of view, you can see the concern. A good credit score

is so crucial for getting a good interest rate. If

means that the borrower has a reasonable amount of debt, low credit balances, positive
credit behavior over a long pcriod of time, and a record of paying bills on time. The lender
feels confident that the borrower will pay back the loan on time.

Types of debt

There’s no doubt that debt can be a useful tool. Just think about how long it would take to
save up to buy a home or tuition for a college degree entirely in cash. Employing debt in a
careful way can help you build a successful financial life. This list shows the kinds of debt
that you could incur, from most desirable to least:

Home mortgages, home equity loans, or reverse mortgages arc essentially the least
expensive type of debt you can incur and offer the best value or outcome you can get from
borrowing money. These days you can potentially get a fixed-rate mortgage for around
3.75%. Since it’s unlikely that most people can afford a home without debt and this type of
debt is relatively cheap, most consumers can take on mortgage debt with confidence. Using
the equity in your home to borrow money through a home equity loan is another low-
interest way to borrow if you are sure that you can pay the loan back. A reverse mortgage,
where you borrow against the value of your paid-off home, can offer a way for retired peo-
ple to meet their monthly expenses if they are short on cash.
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Cost of Debt vs. Returns:
The cost of credit card debt
is 12 to 22%. Money that is
invested has no guarantee
that it will return 12 to 22%
or any specified amount. So
you KNOW you will pay a
12 to 22% rate on your debt,
but you may or may not
receive 12 to 22% on your
investments. And if you have
money in a bank today or any
safe investment, youw’ll be
making maybe 1% on it be-
cause we are in such a low
interest rate environment.
So that’s why advisors say
you need to pay back debt.
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Student loan debt can also pay off handsomely in the long run. Earning a degree from a reasonably
priced college in a well-paying professional field can ensure a lifetime of steady work and consistently
high earnings. However, incurring $120,000 of student loan debt for a degree in an obscure major
from a private college would probably be a poor choice in terms of debt. Access more info in Step 14.

Auto loan debt can be a type of reasonably priced debt that may be necessary. It’s certainly less
attractive than mortgage debt because cars depreciate quickly in contrast to homes that generally
appreciate. But and yet essential for most of us to get to work, so auto
loans may be unavoidable. Choosing the most dependable, least expensive vehicle that will meet your

needs will help ensure this type of debt is of value to you.

Medical bill debt can be a necessary evil. If you or a loved one gets sick or has an accident, you’re
going to be hard-pressed to say no to all available medical care, no matter how expensive it is. But
once the crisis is over, you can be left with crippling bills. Medical debt can often be managed at a low
interest rate if you work with the medical provider to make monthly payments.* If you’re in this
situation, be sure to take the initiative to manage this debt so that it doesn’t get sent to a collections

agency, where it could hurt your credit score.

Credit card debt can be a useful tool for managing your money because it helps during emergen-
cies. Credit cards are safer and more convenient than carrying cash, and they allow you to easily make
large purchases. Using a credit card also helps you build a financial credit history that in turn helps
you get insurance, rent a home or get a mortgage more easily and at lower rates. Some credit cards
also yield travel and other rewards. But the primary disadvantage of a credit card is the same as its
primary advantage: It lets you spend money you don’t have. Months or years of just making the
monthly minimum payment add a lot to your original bill when the credit card company is charging
you 21% interest. That kind of credit card debt marks the point on this list where debt is no longer
potentially augmenting your financial well-being.

Personal loan debt from a bank or credit union may be necessary to pay for problems or emergen-
cies that crop up. However, it’s less desirable to use a personal loan to pay for a vacation or a wed-
ding. Make a promise to yourself to use a personal loan only to solve a problem and instead save up
for that vacation or wedding with a savings account so you avoid debt that doesn’t move your finan-

cial life forward. Use an emergency fund or “fun” account to pay for necessary or pleasurable extras.
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* You may have good luck calling each doctor, hospital, and medical provider to set up payment
plans with them. You can often pay very little per month for each - maybe even as little as $30 a
month until it is all paid off. Interest is usually not charged. Once these plans are set up, most
medical offices consider them as “paid” and so don't send you to collections that would reduce your
credit. However, if you just let these bills ride and don't make the hard phone calls, the bills will
begin to hurt your credit score. It's hard and time-consuming to make those calls because you
probably have bills from many different entities. It's also tough to keep up with all the monthly
payments, but it's worth it to help your credit score. You can set up reminders to help you re-
member. Even if these are old bills, try and make the call and see what you can do.
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401(k) loan debt - borrowing money from your 401(k) retirement plan is another type of
debt that is best avoided. Even though you may be able to borrow at a competitive interest
rate, you can run into penalties if you can’t pay the loan back in the prescribed period. And
if you lose your job, your employer can require that you pay the loan back immediately. It’s
true that you can avoid penalties in certain circumstances, like for homeownership, educa-
tion or medical costs, but it is really a mistake to borrow from your 401 (k) unless you are in
dire straits. You don’t have to buy a house or go to school, so it is better to wait until you
can afford to do so without tapping retirement money. Most Americans are falling short in
saving for retirement, so borrowing retirement money for any reason other than a dcspcratc

need is usually a mistake.

High-interest-rate loan (title loan, payday loan or “check-into-cash” loan)
debt has no place in a healthy financial life. You’ll pay a if you use
this type of loan. Though the fees seem small, say $15 for a two-weck, $100 loan, often
borrowers end up continually rolling over their loans, extending the term and incurring
additional fees each time. The Federal Trade Commission explains the problems with these
kinds of loans: “The cost of the initial $100 loan is a $15 finance Charge and an annual per-
centage rate of 391%. If you roll over the loan three times, the finance charge would climb
to $60 to borrow the $100.” Although this type of loan is so expensive that it really should
be avoided, it is quite common. According to industry trade group the Community Financial
Services Association of America, (about one in six)
American households - mostly in lower socioeconomic levels. Before you take out a loan,
consider using apps like to access
your paycheck early. And if you must turn to a payday loan, compare rates among banks,
credit unions and payday lenders and pay it back on time or early.

Debt discipline

Avoiding and minimizing unwanted debt isn’t any easier than reducing your waistline. Both
take discipline and sacrifice. Neither reduction experience is very enjoyable. However, see-
ing your debt go down and then disappear would be really fun. Ultimately, feeling in con-
trol of the debt you purposefully decide to incur is ideal. Remember, not all debt is undesir-
able, and some debt is probably necessary to achieve the goals you set for yourself and your
family. So make sure you educate yourself about debt to make your financial life as positive
and abundant as possible.
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Helpful Websites

Use caution when consid-
ered debt management or
debt
Although some are legiti-

relief  companies.
mate, others are at best
expensive and at worst
scam businesses that will
land you deeper in debt.
Check out any company
before you use them—the
U.S. Federal Trade Com-
mission or your state At-
torney General’s office

can help you verify.

Step 1. Budget

Step 2. Net Worth

Step 3. Debt

Step 4. Emergency Fund
Step 5. Insurance

Step 6. Taxes

Step 7. Save & Invest
Step 8. Social Security
Step 9. Retirement
Step 10. Wills

Step 11. Save Documents

Additional Steps
Step 12. Buy a House
Step 13. Pay for College
Step 14. Student Loan

Step 15. Advance Career
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THE 1I-STEP, DO-IT-Y OURSELF
COMPREHENSIVE FINANCIAL PLAN

WAY 1O GO!

Thank you for buying this plan. I can’t say “Hope you enjoyed it!” with a straight face
because I suspect you didn’t! As concise as this plan is, it’s still a tedious exercise
that took a lot of initiative and hard work on your part.* It is especially difficult to
do a plan like this when your finances aren’t in as good a shape as you wish they
were. I'm proud of you and hope you feel proud of yourself. I think you will enjoy

the results: having your financial life organized and feeling safe and in control. ‘%
Keep this plan in your box or binder and periodically come back to it to for review

and revision as necessary.

If you have questions about this process, would like to learn more, or want to hire

me to write your plan for you, please contact me through any of the methods listed
below.

Best wishes to youl!

Where to Reach Kathy

Websites
Company Website: http: //www.wilsondavid.com/

Blog Page: http: //www.wilsondavid.com /#1blog/c2011

Book Website: http://www.financialadviceforbluecollaramerica.com/

Investopedia Advisor: https: //www.investopedia.com/advisor-network/advisors/54443 /kathryn-hauer-cfp-ea/

Social Media
LinkedIn: https://www.linkedin.com/in/kathryn-bruzas-hauer-cfp%C2%AE-mba-ca-47a82a10
Twitter: https://twitter.com/WDInvestments
Facebook: https://www.facebook.com/wilsondavidadvisors/
Google+: https://plus.google.com/115803981210404999756/about
YouTube Channel: https: / /\\'\\'V\'.}'(,)U'[UI)C.C(,)IH /channel/UC5MFDmmdIa52A8UWhPPSEcQ
Goodreads: https: //www.goodreads.com/author/show/15586213.Kathryn Bruzas Hauer

Muckrack: https: //muckrack.com /kathryn-hauer-1

Email Addresses: hauer.kathy(@gmail.com

*Note: Although there are 11 “main steps” in this plan, you actually completed 83 steps Zf/vou did all the parts gfthe whole plan.
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