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Introduction
Welcome to your Personal Financial Management Course!

Before we begin you will need to gather some financial records. First, have copies of your pay stubs or other accurate documentation of what money comes into your bank account each month. If this number varies from month to month, make an average of the last six months. 
Then, gather paperwork for your monthly bills such as mortgage/rent and utilities like electric, gas, water, sanitation, telephone, and maintenance. Also collect any receipts, credit card bills, records of car payments and anything else you spend your money on during the day, week, or month. Please take the time now to gather this documentation, it is very important to your success in this in this course. 

Please take the time to gather the suggested paperwork, blank paper, a pencil or pen, and a calculator.
Money and Values

Do you ever feel like you are throwing your money away? Well, at least if you had thrown it away, you could look for it. I am not going to tell you how to make more money, but I will help you learn how to stretch your money. 
Many people find success in looking for good buys, cutting down on careless spending, especially credit card spending, and coupon clipping. These are all viable options, and ones you may already be doing or may be interested in learning about. But for now we will focus on one guaranteed way to help stretch your dollars. What is that you ask? Well, it's writing down a spending plan! 

A spending plan can help you look realistically at your income and how you have been spending it. Another word for spending plan is budget, but this word seems to have a negative connotation attached to it, so I prefer to use the neutral term spending plan. We all spend, but do we plan? 

Before we get into the specifics of creating a spending plan, lets look at the psychology of spending. 





Psychology of Spending
There are many things a person needs to live. In Maslow's Hierarchy of Needs, these are called physiological needs, such as air, food, water, and sleep. Without these things, a person could not live. Much of our spending accounts for these needs. However, and this is the key, a person's values helps shape this spending. 

For example, a person needs food to live. But what is he eating? Where is he eating? Does he look closely at grocery store ads and buy items only when they are discounted? Or does he buy high, prioritizing organic and locally grown products? One is not better then the other. They simply show a person's values. To one eating is only a need, so they take the opportunity to pinch their pennies. To the other, eating means much more, and therefore they decide to spend a little more, but will need to tighten up in another area of their budget. 

We make choices about how we spend our money, and whether we realize it our not, these choices are often based on our values. What is most important to us. If you live alone, you most likely make your spending choices independently. But, if you live with someone else, you are probably sharing expenses. It is necessary to think about what is important to you, and what you value most, so you can "put your money where you mouth is." So to speak. 
We will now take a money and values quiz:

How do you know what your values are? Have you ever thought about them? Have you ever put them in words? This following quiz might help clarify the issues. Don't worry—there are no failing grades or scoring system. Just be honest with your answers. The function of this quiz is simply to open your eyes to exactly what you value in relation to money matters.

Money Values Quiz

1. 1. When a sales clerk gives you too much change, you:

1. a. Pocket the change.

1. b. Point out the error and return the excess.

1. c. Donate the excess to charity.

1. 2. When a neighbor gets a new car, you:

1. a. Think it should have been you who deserved it rather than your neighbor.

1. b. Think it's great that your neighbor was able to buy it, and wish her well.

1. c. Don't give it a second thought.
1. 3. When you read about young kids shoplifting comic books, you think:

1. a. It's only child's play, and they'll grow out of it.

1. b. It's terrible, and they should be punished.

1. c. It's too bad they got caught.

1. 4. The state lottery is up to $25 million, so you:

1. a. Withdraw money from your savings account to buy tickets to increase your odds of winning.

1. b. Spend the same $1 you do every week for fun.

1. c. Don't do anything because you need your money for other things.

1. 5. Your credit card bill has a balance that you can't pay in full, so you:

1. a. Continue to shop and don't give the bill a second thought.

1. b. You charge only absolute necessities until you've paid off your bill.

1. c. You charge up a storm because there's still a way to go on your credit limit.
   6.  A portion of your town is damaged in a storm. Fortunately,                your house is okay, so you:
a. Are glad you've been spared, and that's that.
b. Donate your time and money to helping your neighbors.
c. Increase your homeowners insurance.

   7. When you were young, you broke a neighbor's window and had to pay for the repair. When your child asks you about it, you:
a.  Deny it.
        b. Acknowledge it and encourage your child to learn from your mistakes.
        c. Minimize the event, saying it was a long time ago.

8. You want a big-screen TV (who doesn't?) so you:

1. a. Buy it on credit and worry about how you'll pay for it later.

1. b. Save up for it.

1. c. Use the money you'd been saving for your child's college fund to buy the TV.

If you are taking this class with a spouse, please use this as an opportunity to learn about each other. Take the quiz separately, and then compare answers when finished. If you have markedly different views when it comes to values, you should discuss these differences and find a way to arrive at some common ground. Differences in values and money does not have to be a thorn in your relationship's side. If you are open and flexible with one another, it is possible to find a place to meet and share together in a spending plan. 







    Personal Story
Kyle and Camille both work part-time and go to graduate school full-time in Boston, Massachusetts. They are just beginning their life as budgeters and decided to share some of their experience with you. Camille says:

When my husband and I decided to make a budget, we realized it was going to mean changing the way we thought about money and spending.  Before we started budgeting, we used money to help make our lives more convenient at the moment.  For example, we would come home from a long day at work, and neither of us wanted to cook, so we would go out to eat.  When we were bored on a Saturday night we would spend money on a movie.  When we felt like we needed something like clothes, new haircuts, make-up, books, etc. we would just go out an buy them.  No questions asked.  By the end of the month, we would be completely out of money, and our hopes of ever saving enough money to make bigger purchases, like family vacations, seemed impossible.  When we created a budget, it helped us to realize that there was more to our finances than what was in our bank account at the moment.  Budgeting helped us to see the big picture of our finances, and helped us to understand what we needed to do to meet our goals of paying off credit cards and going on vacation.

Let’s talk some more about Money and Values
Why do you think you spend your money the way you do? If you and your spouse were both given $50, would you spend it differently? Why? Well, because people are different, people have different ideas about what is important. 
The deep-seated beliefs you have about what is important and special are called values. Your values are created from your experiences growing up, at home, at school or church, and in your community. All your life you have had and will have choices to make. Whether you know it or not, you make these choices based on your values. And your values are used when you have to choose how to spend your money.
Let’s take another quiz on money and values:
Instructions: The following statements are arranged in pairs. Read each pair and write down the number of the statement that you consider more important to you, personally. Be honest with yourself. Each statement will appear several times. Even if the decision is hard, don't skip the responsibility of choosing. Remember, life is full of choices.
It is more important to me:
1 – To have people like me.

3 – To be able to do the things I want to do.

____________________

8 – To have as many of the good things of life

as I can.

9 – To be able to do things well.

_____________________

4 – To do new and different things often.

8 – To have as many of the good things of life

as I can.

_____________________

4 – To do new and different things often.

6 – To contribute to the happiness of my family.

_____________________

1 – To have people like me.

7 – To do what is right according to my beliefs.

_____________________

2 – To do things for my family and others.

8 – To have as many of the good things of life

as I can.

_____________________

2 – To do things for my family and others.

9 – To be able to do things well.

_____________________

2 – To do things for my family and others.

5 – To have friends.

_____________________

3 – To be able to do the things I want to do.

6 – To contribute to the happiness of my family.

_____________________

5 – To have friends.

6 – To contribute to the happiness of my family.

_____________________

3 – To be able to do the things I want to do.

9 – To be able to do things well.

_____________________

1 – To have people like me.

8 – To have as many of the good things of life

as I can.

_____________________

4 – To do new and different things often.

9 – To be able to do things well.

_____________________

7 – To do what is right according to my beliefs.

9 – To be able to do things well.

_____________________

1 – To have people like me.

6 – To contribute to the happiness of my family.

_____________________

3 – To be able to do the things I want to do.

4 – To do new and different things often.

_____________________

1 – To have people like me.

4 – To do new and different things often.

_____________________

3 – To be able to do the things I want to do.

5 – To have friends.

_____________________

6 – To contribute to the happiness of my family.

7 – To do what is right according to my beliefs.

_____________________

6 – To contribute to the happiness of my family.

9 – To be able to do things well.

_____________________

6 – To contribute to the happiness of my family.

8 – To have as many of the good things of life

as I can.

_____________________

2 – To do things for my family and others.

3 – To be able to do the things I want to do.

_____________________

7 – To do what is right according to my beliefs.

8 – To have as many of the good things of life

as I can.

_____________________

4 – To do new and different things often.

5 – To have friends.

_____________________

2 – To do things for my family and others.

4 – To do new and different things often.

_____________________

2 – To do things for my family and others.

6 – To contribute to the happiness of my family.

_____________________

5 – To have friends.

7 – To do what is right according to my beliefs.

_____________________

1 – To have people like me.

2 – To do things for my family and others.

_____________________

4 – To do new and different things often.

7 – To do what is right according to my beliefs.

______________________

1 – To have people like me.

5 – To have friends.

______________________

5 – To have friends.

8 – To have as many of the good things of life

as I can.

______________________

1 – To have people like me.

9 – To be able to do things well.

______________________

3 – To be able to do the things I want to do.

7 – To do what is right according to my beliefs.

_____________________

5 – To have friends.

9 – To be able to do things well.

_____________________

When you have written down one number for each pair, count how many times you chose each number. Write this number down. 
Now you are ready to rank your choices. Find the statement and number you chose the most times and put No. 1 next to it. Write No. 2 next to the statement you chose the second highest number of times. Continue to rank all the statements.
Your choices should be a clue to some of your values. Look at the statements you ranked No. 1, No. 2, and No. 3. You decided these were the three most important values from the list of nine. Are they what you really want them to be? Do they indicate some characteristics that you would rather not have?

We will now show some personality characteristics that are related to the nine value statements. Check to see what characteristics match the values you ranked as important for your life. 
Table 2. 

	Statement Number
	Characteristics
	Your Rank

	1.
	Self esteem, pride, recognition, conceit, prestige, appreciation, admiration, respect.
	

	2.
	Unselfishness, consideration, helpfulness, kindness, charity, service.
	

	3.
	Selfishness, inconsiderateness, independence, indifference.
	

	4.
	Curiosity, desire to learn, thrills, fickleness.
	

	5.
	Companionship, hospitality, admiration, generosity.
	

	6.
	Family unity, harmony, unselfishness, peace, contentment, love.
	

	7.
	Strength of character, morality, high ethics, scrupulousness, virtue.
	

	8.
	Selfishness, worldliness, material comfort, ease, convenience, pleasure. (Depends 
on what you mean by "good things.")
	

	9.
	Pride, recognition, standard of excellence, achievement, success.
	


How you use money will reflect some of your values. Even if two people spend the same amount of money on the same item, their individual values leading to that decision may be different. For example, John and Jack both spent the same amount of money on a pair of jeans. John bought the jeans because of their style, their fit, and how they looked on him. His value leading to this decision was to look his best. Jack, on the other hand, wanted the jeans because all of his friends were wearing that particular style. He wanted to be accepted by the group. It is also possible to have a combination of two or more values influencing your decision.

In the following exercise, list three ways you spent money in the past month. Carefully and honestly evaluate what values caused you to spend money on each item.
Money and Values Exercise

 Please list three things you spent your money on in the last month. Carefully evaluate what values caused you to spend your money this way.

1.  






Value?

2. 






Value?

3.  






Value?

Do these values represent who you want to be? 

How do you want to change?

How do you want to remain the same?

    Financial Personalities
If I were to ask you what personality type you were, you might say “outgoing”, “shy”, “serious”, or “silly.” But what would you say if I asked what financial personality type you were? Would you know what to say? Did you know there was even such a thing?

We all deal with money on a very regular basis, and over time, beginning in our childhood and still continuing on today, we develop certain attitudes and feelings about money. This relationship to money helps form your financial personality, which in turn strongly affects you and your family’s financial wellbeing. 

Please listen carefully as I explain different financial personality traits, and see if you can find yourself in anything I describe. Understanding your personality will provide insight into how and why you react to money the way you do. With this insight you can better approach your financial weaknesses and strengths. 

One financial personality tends to be afraid of addressing financial issues. You could call them the Financial Ostrich. These people don’t think about retirement, building a savings, or creating a will. They are scared of talking about money, so they ignore these important responsibilities.  If you think this is you, I understand how you feel. It is a safety mechanism to avoid things that bring us stress and anxiety. Try to think about small things you can do to help make talking about budgeting, saving, and other “hot topics” less scary to you. Will you feel safer if you do it casually over a nice meal? Do you need to set some guidelines beforehand with a spouse, to prevent arguing or bickering? Be patient with yourself and others while you learn to look at money head-on.

Another type of personality gets easily overwhelmed by all of the financial choices that need to be made. For example, they know saving is good, but they do not know where or how to start. Should they begin with retirement or their child’s college education? Should they focus on the here and now, or the future? Learning to take it one day at a time, knowing that any decision is better than no decision, will help these personality types. 

One financial personality is the Procrastinator. These individuals have good intentions, but get easily distracted by other things and fail to make good long-term financial goals. They have a hard time saving, but an easy time spending. 

Then there is the Peacock. The peacock is very concerned with how he or she looks to others. They have a hard time making wise financial decisions, and instead spend money on houses, cars, clothes, and electronics, to insure they look good for others. This overspending is a sure way get into financial trouble. 

You also might recognize the Compulsive Spender. People react to stress in their lives very differently. Some people overeat, some people drink, and some people spend money. They do not buy items because they need it or want it, but they do it in response to an emotion they are experiencing. Spending money gives them a quick adrenaline rush. They may know it isn’t a good idea, but they rationalize their behavior. If you think this might be you, remember to ask yourself what the real issue is when you are emotionally spending. Also, in the meantime, while you “figure that out”, only spend money that you have. Money that you have budgeted for that purpose. If you spend money you do not have on unplanned splurges, you are only hurting yourself and your family. 





Needs ands Wants
 

In the strictest sense, a “need” is something that is a necessity to your survival, this being food, shelter, clothing, medical care—the basics. A want, however, is something you desire.  You may suffer mental anguish if you don’t have it, but you will still survive without. 

The difference between needs and wants can sometimes be hard to properly identify in our very prosperous country. In 1998, 97% of “poor” Americans owned a television. In many lesser-privileged countries, less than 30% of the population had access to electricity. Everything is relative. It can be helpful to recognize that advertising and peer pressure can influence your ability to identify and balance true needs and honest wants.

Please look at the list below and identify whether it is a Need or a Want for you, and then rank the items for their level of importance at a 1 thru 3 , 1 being most important, 2 being moderately important, and 3 being less important. 

Regularly putting money into a savings account

Regularly putting money into a 3-6 month emergency fund

Paying back all unsecured debt (credit cards) quickly

Paying money for entertainment and recreation

Going on a family vacation

Saving for a down payment on a house

Buying a car

Paying all secured (car, house) debt on time 

Starting a retirement fund

Increasing deposits into a retirement fund






Goals

A critical part of financial security is setting goals. There are three different types of goals. These are short-term, mid-term, and long-term goals. 

Short-term goals usually take two years or less to accomplish. They use less money and might have specific deadlines. A good example is paying small debt in less than six months.

Mid-term goals take two to five years to complete. They might be paying off a larger debt, like a car or going on a fun family vacation.

Long-term goals require some delayed gratification. These are goals you need to work on for a while, five years or more, before you see them come to fruition. They require more self-discipline and dedication. But they ultimately have the greatest rewards. Good examples might be buying a home or having a reliable retirement account. 
What are your financial aspirations? 

Are there new things you want? What do you want to spend your money on? Does it seem like there is an ever-growing list of things you would like to have, or do? Some aspirations are not tangible items like a flat screen TV, but instead they are intangible like paying off all credit cards and living only on what you make. Financial goals are not only about buying things, but about creating security for your family. Some of you may have recently declared bankruptcy.  I recommend embracing this decision and making the most of it. Use this time in your life as a season for learning and growth. A time to evaluate where you are at, and where you want to be. 
Three of the most common financial goals are the following: 

1. Paying for an education—If you have recently declared bankruptcy, you need not worry about being able to receive a student loan. Senators Patty Murray (D-WA) and Christopher J. Dodd (D-CT) introduced the Preventing Student Loan Discrimination Act (S. 3141) on June 17, 2008. This prevents lenders from discriminating against anyone with a bankruptcy in their credit history. Obtaining an education is a very valuable investment and something to consider when planning for greater security for you family. 
2. Buying a home, and
3. Saving for retirement

Now, I want you to write your goals. Keep your values in mind. If you can only think of a few, that is fine. After you are finished writing your goals, write down an approximate monetary value next to these aspirations. 
Goal 1.                                     Value: 




Target Date:  

Goal 2.                                     Value: 




Target Date:       

Goal 3.                                     Value: 




Target Date:            

Personal Story
Amanda is a 28-year-old stay-at-home mom who tries very hard to not spend money she doesn’t have. She only shops the sales at grocery stores, frequents garage sales regularly, and quenches her shopping fix by going to thrift stores regularly. If you look at her spending, you will see very small increments from $1 to $10. 

Amanda is confident that she is financially wise, but is frustrated with her situation because she feels like she cannot afford to pay for her son’s preschool or save up for special items like a family vacation to the coast.  

After writing down a monthly budget and her financial goals, she was able to see that if she didn’t go to her favorite thrift shops, and saved these little expenditures, she would be able to save approximately $100 a month. 
This amount in turn was enough for her to take her son to preschool twice a week and take her family on a vacation 9 months later. 

The moral of the story: Small expenses add up fast. If you think about how you want to use your money before you spend it, you’d be surprised at what you can do with it.

Once you have finished writing down your goals, we will work together in turning each aspiration into a specific, measurable, and viable goal. 



                           Goals Continued

Let’s start with your first goal. Is it specific? Or is it a general desire? An example of a general desire is “I need to cut down on my monthly expenses”. How can we make this good goal more specific? How about “I will not buy coffee at Starbucks and only drink break room coffee.” Turning your goals into specific plans will help you make them happen. 

Now, is this goal measurable? Or, how are you going to measure the results of the action? Identify by what percent you will cut your expenses, and determine an acceptable time frame. For example: I will not buy coffee at Starbuck and only drink break room coffee for the next three months. Because I am spending (insert amount) a month at Starbucks, then I will be saving (insert amount) and (insert %) every month. 
Lastly, the goal needs to be viable and realistic. If you make a goal that isn’t likely to be met, you will only feel frustrated and disappointed. 

Now that your goals are specific, measurable, and viable, you have greater success at making them happen.
We are now at the place where we figure out a spending plan. A spending plan is a valuable tool you can use to reach your financial goals. It will help you manage the cash that flows in and out of your life. 

Please get out your monthly income and expense paperwork, a blank piece of paper to use as your practice budget sheet and a calculator. If you need to, you can use a calculator on your computer. 






Starting Your Spending Plan

Creating a solid financial plan is necessary in order to successfully achieve your financial goals for your family. It will help you avoid repeating past mistakes, know where your money is going, live within your means, and improve communication about money with your family. 
Before we start your spending plan, it is helpful to assess where you are at financially. A great way to do this is by determining your net worth.  

You, as a person, are ultimately worth very much, regardless of how much money you have or owe. Please envision the popular Master Card commercials that put an amount on several items, and then end by labeling something, usually family or memories, as “priceless.” This is who you are. You may not have the kind of money you thought you would at your age, or you may be in a financial situation that causes you embarrassment, but it is very important to understand that you, as a person, are priceless. And that you have the power to learn new things and change for the better. 

As you follow the instructions and determine your net worth, please keep this in mind. Please, do not be discouraged. Chose to concentrate on the future, on your goals, and the hopefulness of your ability to make things happen. 





Net Worth

Assessing what your net worth simply means knowing what you own (assets) and what you owe (liabilities).  Assets are physical property like a house, cars, and money. Liabilities are what you owe to others, such as a mortgage, car loan, and credit card debt.

First find your Assets value by adding up the following:

Cash:

Checking/Savings Acct

Cash Value of Life Insurance or Annuities:

Real Estate:

Car:

Personal property:

CDs:

Bonds:

Stocks:

IRA:

Pension:

Then find your Liabilities by adding up the following:

Mortgage:

Home Equity loan:

Car Loan:

Student Loan:

Other Loan:

Credit Card:

Taxes Owed: 

Now simply subtract your liabilities from your assets and you have your Net Worth.
We need to calculate your gross and net income. Your gross income is the amount of money you earn before taxes. This number should be written down so you can see the effect that taxes have on your take home income. After you subtract the taxes paid, you have your net income, the amount you put into your bank account. 

Your net income also includes other money coming into your household. For example: Rental Properties, interest and dividend income, alimony or child support, social security, tax refunds, or help from relatives or friends. 
Now we move on to the fun part: subtraction! This is divided into five categories: 

Taxes


Monthly Fixed Expenses


Monthly Variable Expenses


Periodic Expenses


Discretionary Expenses. 
Please do not feel overwhelmed. I will walk you through each step.
Taxes: 

The first category you will need to record is taxes, which are federal and state income tax, as well as Social Security and Medicare. Some of you may have additional deductions from your pay, such as health or life insurance, or union dues. Write these amounts down.

The next category is: 
Monthly Fixed Expenses:

These are expense that cost the same every month, like mortgage or rent, car payments, childcare costs, home medical care, child support, alimony, cable television and internet bills. Another item you should treat as a fixed expense is regular contributions to your savings account. It is highly recommended that you contribute 10% of gross monthly income on a monthly basis. 
The next category is: 
Monthly Variable Expense: 
These are expenses that occur every month, but their amount varies. Good examples of these are: Food, phone, electric, gas, laundry, natural gas. Now, these can fluctuate dramatically from month to month. Look through old bills, receipts, and records to find an average cost per month. 
How do you find an average? Add up cost from past months, divide them by the number of months you are using, and the number you get is your average. Keep in mind that some utility companies offer “level payment plans” and switching utilities over to a monthly fixed expense can offer greater predictability and stability to your spending plan.
The next category is:

Periodic Expenses:

These expenses are paid regularly, just not monthly.  Car insurance, other insurances, car repairs, medical copays, or school fees are good examples of periodic expenses. These can present difficulties in personal finances, because people can forget about them and then when they rear their ugly head they are unprepared and put the amount on a credit card. The best way to deal with these bills is to save for them. Set aside the money for these bills in a savings account until the bills need to be paid. 
For example, If your car insurance is $800 a year, but due every other month, divide the total amount by 12, which would be $67 every month into a savings account. For car repairs, chose an amount to save every month. Let’s say you chose $100. After a year you will have an extra $1200 in your savings account and when a car repair need comes your way you will be prepared. 

Lastly,

Discretionary Expenses: 
These are what we call “I wants”, as opposed to “I needs”. If there is ever anything to be cut from a spending plan, this is the first thing to go. However, it is still important to take care of yourself, even if it is just a little. Examples of these expenses include: travel, gifts, personal care, entertainment, charitable contributions, newspaper and magazine subscriptions, and clothing (even though clothing is necessary for both adults and children), Also, incidentals like cigarettes, lottery tickets, etc. 

                                                    Balance your Budget

Now that you have written all of your expenses down, look them over and make sure you haven’t forgotten anything. If you have an expense that does not fit into any of these categories, feel free to add your own miscellaneous category. 

When you are finished, add up all of your expenses. Subtract this total amount from your monthly net income. If this number is positive, then you have some extra money to pay down debt or put into savings. If the number is negative, then you need to look over your entries and see where you can realistically cut back. This is called balancing your budget.

If your number is negative, you need to:

1. Find out how much you need to cut from your expenses

2. Figure out where you can make cuts in your expenses

3. Balance your income and expenses after you make cuts. 
Now that you have written down a spending plan, let’s go through a quick checklist. If you answer yes to these questions you probably have a good budget, if your answer is no to any of these questions, you probably need to work on it:

1. Are all your expenses listed?

2. Have you budgeted for any of your goals?

3. Does your spending plan balance?

4. Do you have a plan for keeping track of your spending plan? 

5. Do you think you can live on the amounts you budgeted?

6. Do you think you will stick to the plan?

Now, it is important for you to know you are never finished with your spending plan. It is great that you’ve written it down and balanced it, but the next step is keeping track of your spending through a written record. This helps you stay on course and make sure your plan is working. 

You may be tempted to pay some of your bills with credit, but when you follow your new spending plan, you won’t have to. 





  
 Reducing Expenses

How can I not spend so much? This is something you may be asking yourself after filling out your budget. This is common. Let me go through a few things that might help:

Housing: There is a phrase known as “house poor”. This means you are committed to a high house payment, and are therefore having a hard time spending money in other areas. If you are experiencing this you may want to consider downsizing to a mortgage or rent that allows more flexibility in your budget.  Just because a bank qualified you for a certain loan amount, it does not mean this is the right mortgage for you and your particular situation. You can also reduce bills pay getting rid of cable television, turning down the thermostat, and turning off your lights at night. 

Vehicles: Before you buy a car, make sure you calculate what you can afford and do not get talked into a more expensive loan by an eager car salesman. You may be able to afford the monthly payment, but this does not mean you can afford the total price. Do you want to still be paying off the car after it has lost its original value?

Household expenses: You can try to save money on food, clothing, and laundry by coupon clipping and buying items only when they are on sale or generic. Avoiding impulse buys can also help your budget considerably. 

Recreation: Be creative about how you find your entertainment. The library is a free, public source of books, movies, and CDs and can save you a lot of money. Look for city events that will be fun, but free. Limit how often you eat out or go to the movies. Only spend when you have saved for the recreation, and do not buy on credit. 






        Personal Story
Charlotte and Joe are the parents of two young kids in Denver, Colorado. While Joe works as a Junior High Band Director, Charlotte stays at home to take care of their kids. They are faced with the challenge of raising a family on just a teacher’s salary, but with creativity and commitment they make it work. 

Charlotte says “I'm not the best at budgeting.  My budget is I don't spend money on things I don't need.  And the things I do need, I always buy on sale.  There is rarely a time that I splurge.  And for big ticket items, like a car or a desk or anything like that, I always buy used.  For clothing for my kids, I buy for the future, always.  Like the after Christmas sales, I bought clothes for the kids for next winter.  It's worked out for me, because so far my kids' sizes are pretty predictable . . . But I don't have cable, I don't rent movies. We either watch movies we own or go to the library and get movies there . . . Saving money for me is just looking at every facet of your life and seeing ways you can cut back . . .The goal for eating out is to only eat out twice a month . . . But when we do eat out, we always use a coupon.  I am a coupon clipper . . . I also found out about how breaking your mortgage payment into bi-monthly payments instead of one monthly sum will shave 7 years off of a thirty year mortgage. “
                                                       Alternatives to Credit Use
Will you make yourself a promise now to follow your Spending Plan? When you set financial goals for yourself every month and only spend the money you planned on, you don’t need to use credit. Instead, use a check/debit card. A debit card is one of the best alternatives to a credit card. The money comes straight out of your checking account. That means you have to keep up with your accounts, and make sure you aren’t spending more then you have. Checking your daily balance is much easier with today’s technology. Here’s how and why:

  1.  Computers! Software programs like Intuit, Quicken, or Microsoft Money can help you keep track of your daily expenses. Disciplining yourself is a bit easier - even fun - with a computer program acting as your daily partner. Then again, a computer program is only one idea. Believe it or not, people managed to keep track of their money before the days of PCs! So you always have this next alternative: 
2.   Use the old fashion method of just balancing your checkbook. And you don't have to totally deprive yourself of computer fun with this method either.   Most banks offer online banking to give you up to date financial information. Always remember the bills that have to get paid each month and stay on pace with your goals.
 3.  Keep Receipts! Have a designated area in your house, preferably somewhere you spend a lot of time like a desk or nightstand, and keep your receipts in a bowl with a notepad next to it. Subtract the receipts from the balance on the account daily to make sure you are always aware of what you are doing with your money. 
 4.  Here’s another idea: Sam only carries cash with himself. That is a sure way to never spend more than you have. Some people use what is called the envelope budgeting principle: 
                                                 Envelope Budgeting
1. Divide your spending into categories.  Look over your budget, and divide it into areas of spending: food, gas, clothing, entertainment, etc. Then create an envelope for each category. No need to be fancy; a plain, white envelope with the category written on the front will do.

1. Fill your envelopes  Fill each envelope with the money that you've allotted to that particular category.

1. Spend until the money is gone.  Pay for your purchases out of the appropriate envelopes – using the food envelope for food purchases and the clothing envelope for clothing purchases – but only until the money is gone. At that point, all spending in the drained category must cease until the next month.

1. Put any leftover money into savings.  If you have any money left in your envelopes at the end of the month, add it to your savings or use it to pay down a debt.

Refill again the next month.  Refill the envelopes, and start again. Each month is a new shot at making your budget work.

   





Personal Story
Here is a letter from Marie from New Mexico: 

“My husband and I just started writing down our budget a couple of months ago. We decided we wanted to pay off all of our debt and we’ve already paid off $400 in medical bills! Before we were only paying small portions of our bill, never the entire payment.

Nevertheless, since we started keeping a budget we’ve also started using cash more often instead of the debit card. In doing so, it has allowed us to realize exactly how much dining out we were doing each week when there was no money left! We quickly learned how to tighten the spending strings! 

We always use to feel like we were broke and had no money. Now that we have a precise budget, we feel a new sense of empowerment in knowing how much money we have, what we are going to do with it, and what we need to save. It's nice having a little extra left over each month to apply to our debt.”




               Money and Communication
Make sure your spouse, a close relative, or some you can trust, knows what you're trying to do for yourself financially. Set up a weekly "check-in" process with this willing "money-partner." Give your partner a copy of your financial information. If you are doing your part in recordkeeping, a few minutes each week will be all it takes to make sure you're staying on track.
     Family Communication 

The number one cause for divorce today is financial stress. It is very important for couples to communicate their feelings about finances in the home. 

When talking with each other, remember that emotions are always involved when talking about money. Try to remain calm and sensitive. Talk about how money was dealt with in your childhood, and how that might affect your relationship with money today. Talk about what money really means to you, and what purpose and meaning you want it to have for your family. 

Listen carefully to one another. Sit in a quiet, peaceful place. Plan ahead of time what you are going to talk about. Only discuss one topic at a time. Do not blame each other, recognize that both of you hold responsibility and that you are partners.  

It is helpful to honestly discuss your strengths and weaknesses in regard to finances. You may learn that you are very different, but that that might not be a bad thing. You can both focus on your strengths and share the load, as a team. 







Personal Story
Ben Lopez is your typical family man. He works hard for his wife and two kids, and prides himself on his no-nonsense approach to family finances. He says: 
“We have had a rule-maybe not a rule, maybe more like a courtesy-in our house that we would not spend more than $5.00 unless we talked about it first. Even though we are now in a situation where we could spend as much as $10.00, I still think it is a great idea to talk, check, ask, be on the same page. Keep those lines open!”
                   

          Keeping Adequate Financial Records
Trying to organize your financial records can be such a headache. Knowing what to keep, what to toss, and what to shred can feel like a confusing multiple choice test. Here is a brief summary of what to safely dispose of every month, every year, and every seven years. Did you know there are even documents you need to keep for your whole life?

Toss Every Month

ATM and bank-deposit slips, after you've recorded the amounts in your monthly spending plan and checked them against your monthly bank statement.

Credit card receipts, after you've checked to make sure the item appears correctly on your monthly statement.

Sales receipts for minor purchases, after you've satisfactorily used the item and if it has no warranty.

Toss After One Year

Monthly bank and credit card statements (if you don't itemize deductions in your taxes).

Monthly or quarterly brokerage and mutual-fund statements, after you've reconciled them with your year-end summary.

Monthly mortgage statements, as long as your year-end statement clearly shows the total amount you've paid in interest and property taxes over the course of the year.

Phone and utility bills (as long as you don't have a home office, use your phone for business calls, or anticipate any need to prove long-term residency).

Paycheck stubs, after you've compared and reconciled them with your annual W-2 or 1099 forms.

Retain for Seven Years

W-2 AND 1099 forms.

Year-end statements from credit card companies.

Phone and utility bills (only if you deduct any portion for business expenses, have more than one home, or have moved within the past few years).

Canceled checks and receipts/statements for: annual mortgage interest and property taxes, deductible business expenses, child-care bills, out-of-pocket medical costs, or any other tax-deductible expense.

Keep Indefinitely

Your annual tax returns. Your year-end summaries from financial-services companies.

Confirmation slips that list the purchase price of any investments you own.

Home-improvment records.

Receipts for major purchases. (any item whose replacement cost exceeds the deductible on your homeowners' or renters' insurance policy).

Benficiary designations.

      History of Credit
There is a lot of talk about one’s credit history, but you don’t hear much about the history of credit. For as long as there has been money, there has been debt. The ancient people of Mesopotamia wrote of their financial strife in their earliest written records 

“How lowly is the poor man!

 A mill (for him) (is) the edge of the oven; 

His ripped garment will not be mended;

 What he has lost will not be sought for! 

The poor man --- by (his) debts is he brought low! 

What is snatched out of his mouth must repay (his) debts.”

The pilgrims, our forefathers, even had credit and debt. Before they left England for the new country, in 1641, they consolidated their debts with London creditors through installments of four yearly payments. They were backed by financiers and had credit obligations to repay at rates as high as 30 to 70 percent interest. 

With a history rich in credit and debt, one would think we should look back and learn from our ancestors. And we can. Credit is not always a bad thing. Credit is the provision of resources (such as granting a loan) by one party to another party where that second party does not reimburse the first party immediately, thereby generating a debt, and instead arranges either to repay or return those resources (or material(s) of equal value) at a later date. The first party is called a creditor, also known as a lender, while the second party is called a debtor, also known as a borrower.

But, you know all that. We all do. But oftentimes we don’t look at it because it we are more emotional than realistic.  Knowledge is power, so let’s learn about credit…
   



         The Cost of Credit

Credit is essentially borrowing someone else’s money to buy now, rather than save and purchase the item after you have saved enough money. However, your creditor is not giving you the money for free. They are charging you a percentage of what you borrowed, so in a way you are acting as a highly generous savings account. 

The longer the money is borrowed, the more it costs. But the quicker you pay money towards the debt, the less it costs.  For example, let’s compare the cost of credit and time needed to pay off a $1000 balance with an interest of 17%. If you pay just $25 more than the minimum monthly payment, you will save over $500 and pay off your debt FIVE YEARS EARLIER! 
                                         Types of Credit
Credit: 
Credit is borrowed money that you can use to purchase things you need when you need them and then repay the funds back at an agreed on time. There are two different kinds of credit: Secured and Unsecured. 

Secured Loans: 
Secured credit is when you pledge an asset of yours as collateral. The lender then feels more “secure” because they know if you do not follow the contract then they, the lender, can take the asset as their own. 

Examples are mortgages, equity lines, auto loans, mobile loans, passbook loans, and secured credits cards (credit cards that are attached to personal bank accounts of equal value.).
Unsecured Loans: 
Unsecured loans are the opposite of secured loans. This is when a creditor loans out funds without any collateral. A good example of this is a credit card. 
Installment Loans: 
Have you ever heard of installment loans? This is when the amount you owe, your balance, is paid back in regular installments. Common types of installment loans are car loans, home mortgages, and student loans.
Revolving credit: 
Then there is revolving credit. When a person has a credit card, they typically have a limit to which they can spend. This means the creditor has agreed the credit card holder can borrow this specific amount of money. When the cardholder pays off some of their balance, then that amount is then available to them once again. This is revolving credit. 
Fixed and Adjustable:

When lenders offer credit, they aren’t doing it to just be nice. They have their best interest at heart. In short, they will make a profit from the money you borrow. They do this by assigning an interest rate to the amount you borrow. If the interest rate is 10%, then that means you are obligated to pay back the balance PLUS 10%. For the creditor, that is a better return then a bank savings account, a CD, or even the stock market. 

When searching for a good interest rate, it is important to understand a Fixed Rate is better. This means the rate you sign up for will always stay the same. There are rates offered, Adjustable Rates, that may start out lower than average but in time they almost always increase. While you may be able to afford your loan payment at the initial interest rate, you may not be able to afford it after the rate adjusts. It is important to avoid adjustable rate loans. 
                                                   Good Debt vs. Bad Debt

Good Debt:
Good debt is used as an investment to improve life and livelihood. Examples are a home mortgage, and education. Another source of good debt is when it is used as a spending tool for smaller purchases, but only when it can be paid off by end of month. 

Bad Debt:

Bad debt is credit cards that accumulate and don't get paid off monthly, which results in high interest costs and late fees. For example, if you use card to pay for dinner at restaurant and the balance is still there in a year, then that is bad debt.

Debt can be a powerful financial planning tool if used correctly. 

We will now talk about how to obtain credit and maintain your financial security and safety. 

                                                            Obtaining Credit
It is important to look around for the best deals. Credit cards can be easy to obtain, but they often carry high interest rates and large penalty fees. You want to look for a credit card with a low interest rate and no annual fees. Also look for a credit card with a long grace period, which essentially means you are able to “borrow” the money from the credit card for a while before they begin to charge interest. The idea is to pay your balance in full during the grace period, so you are never charged interest on the money you spend. 

Look out for credit cards with high annual fees that can increase over time and penalty fees for not using your card regularly. Carefully read the fine print. Credit cards often advertise low interest rates, but these rates only last for 6 months and then quickly increase to very high percentage rates. 
When applying for credit, it is important to know how lenders think. Lenders use what is called the 5 C's of Credit. These are: 


Credit score


Capacity


Character


Collateral


Condition. 

Capacity: This measures your fiscal health and whether or not you have room in your monthly budget for a new loan.  You can use what is called the Debt-to-Income ratio to help determine your capacity.
This measures your fiscal health and whether or not you have room in your monthly budget for a new loan.  You can use what is called the Debt-to-Income ratio to help determine your capacity.

Total Monthly Debt Payments/Total Monthly Net Income = Debt to income ratio

Under 15% be alert

15-20 –be cautious

Over 20- danger heavily indebted, don’t want to take on any more

Character: These are the lender’s gut instincts about person applying for credit. 
Collateral: 

Condition: This is the overall financial condition of the buyer, the lender, and the economy.
                                                       Making Purchases
It is not a good idea to use a credit card to pay for everyday expenses. Going to WalMart and swiping the Visa is a quick road to insurmountable debt. 
Many people don’t necessarily plan on spending money they do not have, but unexpected things happen, like car or home repairs, and then they pay with the credit card. This can be avoided if your spending plan provides funds for these types of emergencies. It is saving for a rainy day, or better put, saving for a day when your front axle breaks and Les Schwab wants $500, and you need new tires . . .
                                                           Cash Advances
A lot of credit cards offer what they call “cash advances”. They often send blank checks to your home, appearing to be nice and thoughtful. This is not nice. Or thoughtful.  The interest rate on cash advances is too high, no matter how badly you need the cash. 

                                                   Monitor Your Account
You would be surprised how quickly purchases can add up. Keeping track of what goes in and out of your accounts can help you stay ahead of the game. So to speak. Read your billing statement carefully the same day it arrives in the mail and watch for any changes in rates, terms, or conditions.

                                                              Paying Bills
If you have a credit card, it is only worth it if you pay your balance in full every month. This will prevent you from paying finance charges. However, if you can’t do this, at least pay more than your minimum payment. Even though, it is highly, highly, highly recommended to pay your balance in full every month. If you cannot pay your balance in full every month you should not have a credit card. 
Check your credit report once a year from each of the three credit reporting agencies: TransUnion, Equifax, and Experian. We will talk more about this later. 







Personal Story
Sarah and Samuel Anderson have raised three children in Salem, Oregon and now enjoy their lives together as empty nesters. Samuel is a public school teacher while Sarah teaches private music lessons out of their home. Sarah gives her advice on budgeting and credit use:

A wise person once told me "Never spend as much as you make." At that time we were definitely in debt. We started a monthly budget and one by one paid off our bills. That was 25 years ago. We have a written monthly budget to this day. We love to travel and have a section of our budget devoted to saving for trips. Sometimes it's only had monthly donations of $25. But over time we've taken our family to Hawaii, Australia, Mexico and many other smaller trips. We've never charged any of the expenses for those trips. 

The same person taught me my other rule. Always pay the whole balance on your credit card each month. Don't use it if it can't come from your monthly budget. Minimum payment is another name for bondage!
                                                             Debt Warning Signs
Recognizing these signs can help prevent small money management problems into becoming large problems. 

1. You routinely spend more than you earn.

2. You are unable to put extra money into a savings account for emergencies and retirement. 

3. You make only the minimum payment required on your credit cards.

4. You continue to make purchases on your credit card while trying to pay it off. 

5. Your credit limit is maxed on any of your cards.

6. The minimum payment on your credit card isn’t enough to pay off the balance and only covers the finance charges.

7. You’re unsure about how much you owe or what may be on your credit report.

8. You skip payments on some bills in order to pay others, or use cash advances on one credit card to pay off another.

9. You bounce checks or overdraw your bank account. 

10. You use credit cards for day-to-day purchases like groceries, movie tickets or fast food.

11. You’ve recently been turned down for credit or a loan.

12. You panic when faced with an unexpected expense, such as a car repair.

13. You owe more on your car than it’s worth.

14. Creditors are calling you about overdue bills.

15. You lie to your friends and family about your spending and debt

                                                  Obtaining your Credit Report
The three major credit bureaus are Equifax, TransUnion, and Experian.  Their major objectives are to gather information and compile the information into a credit report. It is important to know they are neutral third parties.
Your credit reports contain the following:

1.  Your identity (name, address, social security number, date of birth, number of dependents and previous address)

2. Your employment information, position, length, and previous jobs 
3. Your credit history or "tradelines".
4.  Public record information such as tax liens, child support, or bankruptcy
                                                                 Credit Scores
There is no single formula to calculating a credit score. There are many, but Bill Fair and Earl Issac in 1956, of the Fair Issac corporation developed the credit scoring system that is most commonly used now. This is known as the FICO score. 
The FICO score has a range of 300-850. 720 or above is good. 600 and below is not so good.

Recently the three credit bureaus came together and developed a Single reporting system called VantageScore: This system still uses numbers, but also makes use of letter grading scoring system. 
When you or someone else asks for information on your credit report, this is called an inquiry. There are 2 types of inquiries: soft and hard. 
Soft inquiries have no impact on credit score. This is when you request your own copy, promotional inquiries made by credit card companies, current creditors who are monitoring your credit activities, known as "administrative inquiries", and prospective employers.
Hard inquiries. These can have a negative affect score. Hard inquiries are when you apply for a loan or a credit card, or when you grant permission for your credit to be pulled when you are obtaining credit. Too many applications for credit cards or loan can be a warning sign for too much debt and unstable financial loads, and therefore can negatively impact your credit score.
Under the Fair and Accurate Credit Transactions Act, each U.S. citizen can obtain one free copy of their credit report every 12 months from each of the three credit reporting agencies. These are TransUnion, Experian, and Equifax. It is important to get a report from all three because the information within them will vary. 


 In order to get a report you can 
1. Online. Go to www.annualcreditreport.com or each individual site www.experian.com, www.equifax.com, www.transunion.com
For a fee, you can get a merged report at www.myFICO.com

2. If you are ever denied credit, employment, or insurance, you have 60 days to mail in written proof of denial to the three agencies and you will receive a free report. 

3. Mail a letter. Include: Full name, date of birth, photocopy of soc sec card, photocopy of driver’s license, current address, former address if you lived there in last 5 years, and a copy of the letter denying credit 

 




Determining FICO score

Do you want to know how FICO determines your credit score? Well, it is largely a very complicated, unknown process, but it is safe to say approximately 35% is your payment history, 30% is the amount owed to all creditors, 15% is the length of credit history, 10% is the amount in new credit use, and 10% is the type of credit in use. 



                 Who Can Look at Your Credit Report

Do you ever wonder when people can review your credit report? 

In order to look at your report, they need a valid reason. Under the Fair Credit Reporting Act this means:

1. For Credit Approval—You have to complete and sign an application for credit first. 

2. For Employment Purposes—Employers can look at a modified version of your report in order to assess the applicant’s character. Current employers may look at it to consider promotions. 

3. For Insurance Underwriters

4. For Professional License Issuers 

5. Court Order or Jury Subpoena—This is rare, but it has happened

6. IRS- If you have a tax debt and wish to arrange payments with the IRS, they may pull your credit.

7. Creditors you are currently in business with. They may periodically look at your credit report when considering new rates or other products.

                                Identity Theft: What to Do if It Happens to You

If you suspect you are the victim of identity theft, here are four important organizations to contact in order to minimize the damage.

Credit Bureaus:

Immediately report the situation to the fraud department of the three credit reporting companies -- Experian, Equifax, and TransUnion. When you notify one bureau and tell them you are at risk of being a victim of identity theft, they will notify the other two for you. Placing the fraud alert means that your file will be flagged and that creditors are required to call you before extending credit to anyone. 

Under new provisions of the Fair Credit Reporting Act you can place an initial fraud alert for only 90 days. The credit bureaus will each mail you a notice of your rights as an identity theft victim. Once you receive them, contact each of the three bureaus immediately to request two things:

1. 1. A free copy of your credit report

1. 2. An extension of the fraud alert to seven years

You may also request that only the last four digits of your Social Security number appear on the credit report.

You must have evidence of attempts to open fraudulent accounts and an identity theft report (police report) to establish the seven-year alert. You may cancel the fraud alerts at any time.

In all communications with the credit bureaus, you will want to refer to the unique number assigned to your credit report and use certified, return receipt mail. Be sure to save all credit reports as part of your fraud documentation file.

Once you have received your three credit reports, examine each one carefully. Report fraudulent accounts and erroneous information in writing to both the credit bureaus and the credit issuers following the instructions provided with the credit reports. 

Law enforcement:

Report the crime to your local police department immediately. You might also need to report it to police department or departments where the crime occurred if it's somewhere other than where you live. Give them as much documented evidence as possible. Get a copy of the report, which is called an "identity theft report". Keep the phone number of your investigator handy and give it to creditors and others who require verification of your case. Credit card companies and banks may require you to show the report in order to verify the crime.
Federal Trade Commission:

Report the crime to the Federal Trade Commission. Include your police report number. Although the FTC does not itself investigate identity theft cases, they share such information with investigators nationwide who are fighting identity theft. Contact information for the FTC can be found on our Links Page. 
Creditors: 

If your credit report shows that an imposter has opened new accounts in your name, contact those creditors immediately by telephone and in writing. 

Creditors will likely ask you to fill out fraud affidavits. The FTC provides a uniform affidavit form that most creditors accept that can be found on their website. No law requires affidavits to be notarized at your own expense. You may choose to use witness signatures for notarization if creditors require verification of your signature.

When you have resolved the fraudulent account with the creditor, ask for a letter stating that the company has closed the disputed account and has discharged the debts. Keep this letter in your files. You may need it if the account reappears on your credit report.

                                                     Consumer Protection Laws
Over the years there have been many laws enacted for your protection and rights regarding credit and debt. 
One of the most recent laws was called the Bankruptcy Abuse Prevention and Consumer Protection Act in 2005. This law introduced the most drastic changes to bankruptcy law since 1978. 

Under BAPCPA, several new provisions were enacted. Some of these are the following:

1. Implementation of a means test to determine whether individuals are eligible for a Chapter 7 or 13 bankruptcies.
2. Random and targeted auditing of Chapter 7 bankruptcy filings.
3. Approved credit counseling required before filing and a financial management course before debts are discharged.

4. Chapter 7 bankruptcies can only be filed every 8 years. Timelines for Chapter 13 bankruptcies vary, depending on what type of bankruptcy the prior filing was and when it occurred.

5. There are dollar limits to what assets can be protected.
6. Credit card companies are required to let card holders know up front what they are expected to pay, as well as any late fee penalties.
7. Automatic stays may not be effective if the consumer has had a bankruptcy case dismissed or pending within a one to two year period.  If a case has been filed within a two-year period, a current bankruptcy case may not stop a foreclosure or other collection activities. 
Credit Repair Organization Act

This act is designed to protect you from unfair and deceptive credit repair organizations.
1. Credit repair organizations cannot receive payments from the consumer until they have performed the services as promised.  

2. Written service contracts are required. They must detail the duties to be performed and need to be signed and dated by the consumer.

3. Consumers can cancel these contracts without penalty before midnight of the 3rd business day.

4. Consumers can sue to recover the amount paid or damages for any violations of the Credit Repair Organization Act.
5. Credit Repair Organizations cannot advise consumers to make any false or misleading statements regarding their credit worthiness, standing, or capacity.

 Equal Credit Opportunity Act

This law prohibits lenders from discriminating on the basis of sex, race, marital status, religion, nationality, age, or the receipt of public assistance. 
Anyone who is involved in granting credit is covered by this law. 

If credit is denied, a consumer has the right to be informed of the reason or reasons for their denial. 

If a consumer suspect’s discrimination, they are encouraged to do the following: 

1. Inform the creditor that they know the law

2. Check with their attorney general to see if the creditor has violated any other laws

3. File a class action suit

4. Bring the case to a federal district court, and

5. Report violations to the appropriate government agency.
 Fair Credit Reporting Act

This law ensures the accuracy, fairness, and privacy of information kept by credit bureaus and consumer agencies. In addition, the Fair Credit Reporting Act protects consumers by providing that they can:

1. Be informed when something on their report is being used against them.
2. Know what is on their file.
3. Ask for their score.
4. Dispute incomplete or inaccurate information, and if it isn’t resolved they can add a summary explanation to their credit report.
5. Have inaccurate information corrected or deleted from report within 30 days.
6. Be assured that outdated and negative information is taken off their credit report after seven years, with the exception of Chapter 7 bankruptcies which are left on their credit report for 10 years. 

7. Be assured that their report cannot be seen by prospective employers without their consent. 
8. Limit “prescreened” offers of credit and insurance, and

9. Seek for damages from violators of this law.
Fair and Accurate Credit Transactions Act
This is an amendment to the Fair Credit Reporting Act
Amendments include: 
1. The three major credit reporting agencies, Equifax, Experian, and TransUnion are required to supply consumers with a free copy of their credit report every 12 months.

2. The National Fraud Alert System established. This system allows consumers who have reason to suspect they are victims of identity theft to place alerts on their credit files.

3. Account numbers on credit card receipts are required to be shortened.
Also outlined are measures that help consumers regain a good credit rating after identity theft. These measures are:
1. Credit reporting agencies are required to stop reporting alleged fraudulent account information once the consumer has established they are victims.
2. Creditors are required to provide copies of records of fraudulent activity as it relates to the consumer, and
3. Consumers are allowed to report fraudulent activity directly to creditors and credit agencies.
Fair Credit Billing Act
This law establishes procedures for resolving mistakes on one’s credit card transactions and bills. 
Example of billing disputes are:

1. Unauthorized charges 

2. Charges or transfers with the wrong date or amount

3. Charges or transfers for goods or services the consumer didn’t accept or goods or services that were not delivered as agreed

4. Math errors

5. Failure to post payments and other credits or transfers, and
6. Failure to send bills to the consumer’s current address—providing the creditor received their change of address, in writing, at least 20 days prior to the end of the billing period. 
When the consumer wants to request a correction, they need to write to the address given for billing inquiries on their credit statement. It is necessary that the consumer send their letter so it reaches the creditor within 60 days after the first bill containing the error was mailed to them.
The Truth in Lending Act 
This law requires credit card issuers to disclose the following:

1. Their method of computing interest

2. The finance charge

3. Annual percentage rate, and

4. Loan terms and conditions.

This law also regulates advertising. Companies cannot send unrequested cards to consumers. Consumers are only required to pay the first $50 of unauthorized use on a stolen credit card.






      Insurance

Another aspect of financial safety is insurance. While it is very important to have savings for emergencies, insurance is another safety net that can help you out during one of lifes many unexpected surprises. 

  


                 Purchasing Insurance

Purchasing insurance can feel intimidating, but breaking it down into small, achievable steps can help. 

First you need to shop around and look for the right coverage for your needs for the least amount of money. Rates differ greatly, so it pays to look around. You can access quotes online or on the phone. When it is time to purchase a policy, you will need to fill out an application. You may be asked to take a medical exam if it is for life or health insurance. Make sure you answer questions truthfully, because being caught in a lie may increase your rates or cancel your insurance policy. 

Think about choosing a higher deductible, the payment you give to the insurance company before they pay for a claim. A higher deductible lowers your monthly payment, and as long as you save for the deductible you will most likely save money in the long run. Also ask about any discounts, and pay attention for signs of good customer service and reliability. 

There are countless kinds of insurance. Hang with me here, while I explain them: 

Property & Casualty Insurance
Property and Casualty insurance are all insurance policies that cover damage or loss of a policyholder’s property. It is also the legal liability for damage caused to other individuals and their property. Good examples of this are car, homeowner’s, renters, and umbrella insurance policies.  

Car insurance
It is required by law that individuals obtain a car insurance that covers the liable expense of car and bodily injury in case of an accident. However, liability insurance is only the minimum. It might be a financially sound idea to obtain full insurance coverage depending on the value of your vehicle.

Some other things to keep in mind in regards to car insurance are:

1. Insurance prices vary a lot by company, so it is important to shop around for rates.

2. If you let your insurance coverage lapse, you will be penalized by paying a lot more when you pay to renew or look elsewhere for coverage. 

3. Higher deductibles can lower your premium (the amount you pay on a regular basis).

4. Insurance discounts such as: safe driving record, car safety features, anti-theft devices, electronic payments, and payments in full make a difference in regards to how much you are charged. 

5. The car you drive can affect your insurance rates. 

6. It is also a wise idea to obtain supplemental insurance for roadside assistance through your car insurance company or Auto Association of America.
Homeowners Insurance
Homeowner’s insurance is required if you have a mortgage granted by financial institution. It covers your home and your personal property such as clothing, furniture, and appliances in the event of a fire, storm, explosion, vandalism, or burglary. It also protects you and your family against liability lawsuits. 

To figure out how much insurance you need to cover your home, ask a contractor what the square-foot building costs in your neighborhood are, then multiply that figure times your home's square footage. 
For example: If it costs $175 per square foot to build a home in you neighborhood and your home is 1,800 square feet, you should insure your home for $315,000 ($175 X 1,800). 

If you have an older home or a custom home constructed of different material than the standard homes in your neighborhood, get a contractor to give you an estimate of what it would cost to rebuild your home. 

If you live in a flood-prone or hurricane-prone area of the country you'll need to get flood or hurricane insurance because standard homeowners policies do not cover damages caused by flooding or hurricanes.

Private Mortgage 
Private mortgage insurance or PMI is required by a mortgage loan lender when the risk of home loan defaulting is high, generally when the mortgage loan is greater than 80% of the purchase price of the house. In PMI’s the owner pays the premium and the lender receives the benefits.

Renters Insurance
Renter’s Insurance coverage not only addresses the protection of the structure while you inhabit it, but also your belongings. The standard insurance coverage for renter’s policies are complimented by residential insurance policies for the property owners as well. 
The insurance coverage is calculated on the basis of the special requirements of the client and his or her age and that of the property. The other determining factors include the existent quality of the structure, the number of people to be covered, and case history of the property and property owner. 

Insurance companies that promote insurance coverage for renters offer two types of coverage: actual cash value or ACV and replacement cost coverage or RCC. In the former, the coverage is extended to the actual cost of the property and belongings at the time of damage. If they are upgraded on re-purchase, the additional expenses are not taken on by the insurance company.
Umbrella Insurance
Umbrella insurance is typically issued in conjunction with homeowners and auto insurance, and supplements the coverage they both provide. This insurance ensures whatever liabilities your client might owe in a lawsuit will default to the umbrella policy, leaving the policy owner solvent.

Life insurance
If you have dependents or a dependent spouse life insurance is integral to your financial planning. The life insurance agreement is such that the insurance company pays the predetermined payment in the event of an unplanned death of the insured individual. There is a stipulated amount referred to as the ‘premium’ and is paid at pre determined regular intervals. The insurance premium can also be paid in a lump sum or a "paid up" insurance amount. In some life insurance agreements, the claims also cover the assets, bills and death expenses and the catering after the funeral. 
When determining the amount an individual should be insured for it is helpful to boil life insurance down to its most basic purpose: replacing your annual income until the age you would have retired. Figuring out needs from this angle will do the trick for most people.

Start with your current annual before-tax salary.

 The other number you'll need is the time, in years, until you reach retirement age.

Given these two numbers, you can figure out how much your family will need to replace this lost income over this length of time should something happen to you.
There are two kinds of life insurance: Term and Permanent.

Term insurance is when the protection is for a specified period of time and the amount paid monthly doesn’t accumulate over time. 

Permanent insurance is life long. As long as you keep up with payments, you have the insurance.  Whole life is most traditional form of permanent insurance. The Death benefit (the face amount) and the annual premium are fixed. This form of life insurance is typically more expensive. 

Periodically reassess your life insurance needs. As life changes, so do insurance needs. Why carry extra bit of insurance to cover mortgage payment if the mortgage was paid off years ago? Use a licensed insurance agent to help them sort through this maze of information.  
Health Insurance

Health insurance seems to be a topic on every American’s mind lately. 16% of Americans, nearly 47 million, do not have health insurance. Without health insurance many individuals neglect doctor’s visits until their symptoms worsen considerably, and when they finally do seek medical attention the expenses accrued are astronomical. When the uninsured have health problems, which most people do, from time to time, their medical bills add up quickly and soon become impossible to pay off. In fact, medical bills are the cause of more than half of personal bankruptcies. 

When looking at health insurance plans it is easy to feel confused or overwhelmed. Some individuals qualify for government-sponsored health insurance, Medicaid or Medicare, based on their income or age. If you think you might qualify, you should contact your local state health department. 

However, many families pay for private health insurance either through their employer or on their own. It can often be beneficial to obtain health insurance through your work because your employer will help you pay the monthly health insurance premium, but if your work does not offer health insurance, and you do not qualify for state aid, you are left uninsured and in need of health coverage. 

If you need to find your own individual health insurance for yourself and or your family, it is important to understand the “health insurance language”. 

Definitions
The policy-holder: 
This is you, the person who holds the insurance policy

Premium: 
This is the amount of money you pay monthly in order to have health insurance

Deductible: 
This is the amount of money you must pay in medical expenses before your health insurance will pay it’s share. 

Co-payment: 
This is the amount of money you must pay before the health plan will pay for the particular medical service, such as a doctor’s visit. A typical co-payment is $20, but they can be as high as $45 or as low as $5 depending on your health insurance. 

Co-insurance: 
This is the amount of money you must pay for the medical service delivered. It is usually a percentage, such as 10%. For example, you may have to pay 10% of a surgery, while your insurance will pay the other 90%.

Exclusions: 
Not all services are covered. Make sure each service is covered beforehand otherwise you will be required to pay for the treatment in full. 

Coverage Limits: 
Some health plans only cover medical expenses up to a certain dollar amount and you are expected to pay whatever is left over. Some policies have both annual and lifetime limits. 

Out-of-pocket maximum: 
Similar to coverage limits, your payment obligation ends when you hit this amount. 

In-network Provider: 
This is a healthcare provider that has been preapproved by your health insurance company. You will want to only go to an in-network provider because their services will cost considerably less than one that is out of network. 

Prior Authorization: 
Some procedures or treatments require the health insurances permission prior to the medical service occurring. If you do not seek permission first, your insurance company will not have to cover it. Some routine services, such as doctor’s visits, do not need prior authorization. 

These terms only skim the surface on health insurance education. Before you seek private health insurance, please do your research and make sure you are confident in what you are signing up for. There are many options and varieties of health insurance and not all will be financially beneficial, depending on your needs and current situation. 

 




Personal Story
Ten Commandments From a Bankruptcy Attorney of over 30 Years

1. Never buy a time share- ever.
2. Financing expensive cars gets people into trouble more than about anything else.
3. Never buy jewelry on credit. 100% markup and high interest.
4. Avoid buying furniture on credit like the plague.

5. There is no statute of limitations on student loans. They will follow you until the day you die. Only get student loans in a job that will make you a living, not as a pottery teacher, helicopter pilot or fashion designer.

6. Most people think their problem is debt when it really is a lack of education.

7. Never cosign for a child on a car loan- buy him a cheap car on craigslist.org otherwise you will regret it.

8. Never buy whole life insurance only term.
9. If you are contacted by any credit resolution company Google the company name and fraud or rip off and see if any red flags come up.
10. Many things have fallen only to rise higher- Seneca
