Module 1.1
Develop Your Spending Plan

PERSONAL FINANCIAL PLANNING FOR TRANSITION

Financial Planning for your Future ss———
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Learning Objectives

Define SMART Financial Goals
Identify current financial situation by completing a budget
Predict future requirements

Complete the following sections in their financial spending
plan

— Net Worth Statement - Indebtedness Summary
— Income Statement - Action plan / Goals
— Savings & Expenses - Daily Expense /Spend Plan

Develop a post-service, 12-month transition spending plan



Why?

A spending plan Is a tool that helps
you bulld the financlal part of your plan
to meeot your traditional goals.
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Spending Plan Characteristics

Guide & servant

No need to account for each penny
Easy to understand

Reflects wants & needs

Based on current income/expenses
Practical & realistic

Flexible

Provides for necessities and fun



Why a Spending Plan
is Important

Live within your income
Realize personal goals
Maintain good credit history
Get more for your money
Reduce financial stress
Enjoy financial freedom



1.

The Financial Planning
Worksheet

Net Worth Statement
Income Statements
Savings & Expenses
Indebtedness Summary
Action Plan / Goals
Daily Expense Tracker

. 12 Month Post Separation Budget



Elements of a Budget
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Income Savings

Expenses

Elements of a Budget




The Financial Planning

Worksheet
Assets:
__ Assets
What You Own | Llablh‘hes ..
Liabilities: Net Wor“!'h

What You Owe

Resources for estimating net wort
www.savingsbond.gov
www.homegain.com
www.hada.com



http://www.savingsbond.gov
http://www.savingsbond.gov
http://www.homegain.com/
http://www.nada.com

Complete the Net Worth (tab 1)
on the worksheet




Income Definitions

Total pay + allowances =
Gross Income

Gross income - tax deductions - additional deductions
such as allotments=

Net Income

You can think of “net income” as the amount of
money you “take home” from each paycheck.



Net Income

E-5 over 8 years w/dependents

Total additional deductions
Monthly savings 5200, monthly investing 5163.83

(C)

$363.83

Net Income

$4,156.35

2015 Pay Rates and SGLI of $250,000



Net Income

E-7 over 20 years w/dependents

Total additional deductions
Monthly savings 5200, monthly investing 5225

(C)

$425

Net Income

$5254.26

2015 Pay Rates and SGLI of $400,000



Complete the Income (tab 2, 3 & 4)
on the worksheet




Savings Exercise

 List all of the money you save in the remarks
section
* List any monthly amounts contributed to

— Savings funds
— Investments (TSP, SDP, 401K)
— Mutual funds, stocks, other

e Total



Complete the Savings (tab 5)

onh the worksheet



RESERVE
GOAL'GETITER
EMERGENCY
INVESTMENTS

WAYS TO SAVE



Living Expenses

Household Utility Transportation Food Clothing Leisure Insurance

Types of Expenses



Track Spending

Track spending for 2-4 weeks
Record all expenses daily
Group expenditures by category
Review past statements



Spending Log

Spending Log

Date Description Cost
5/1 Starbucks - Latte 4.38
5/1 7-11 — Gum/newspaper/gas 35.32
5/1 Mimi’s Cafée 12.45
5/2 Starbucks — Latte 4.38
5/2 Chic-a-fila 7.56
5/2 Safeway 12.25
5/3 Starbucks — Latte 4.38
5/3 Total Wine 8.56
5/4 Starbucks — Latte 4.38
5/5 Starbucks — Latte 4.38




Calculate the Living Expenses (tab 5)
on the worksheet




Debt Management Example

A Transitioning Service Member borrowed
$15,000 at 16% interest for 5 years. He paid

Total Interest Paid Total Amount Paid for Car
S 6,886.25 S 21,886.25

What if he had 6% interest for 5 years?

Total Interest Paid Total Amount Paid for Car
S 2,399.52 S 17,399.52

What if he had 6% interest for 3 vears?

$1,427.85 $16,427.85



Calculate the Indebtedness (tab 6)
onh the worksheet




Savings
to
Income

Expenses
to Income
70%

70-20-10 Ratio



Debt-to-Income Ratio

Expenses
70%

Debt to Income Ratio
Use Caution <15%

Fully Extended 15-20%
Overextended 21-30%
Seek Assistance >30%



The Action Plan

INCREASE INCOME

1.
v
ES
4,
& SETTING YOUR GOALS (Short & Long Term)
& GOAL COST | CATEWANTED | = MONTHLY SAVINGE TOREACH GOAL
DECREASE LIVING EXPENSES 1.
1. 3.
" 3,
ES I
i,
4. 1
5 [ 5.
& .

DECREASE INDEBTEDMESS

REFERRALS/RECOMMENDED TRAINING

- T S I

= s

oo




Write the Action Plan and Goals (tab 7)

on the worksheet



Improving a Spending Plan

Improving a Spending Plan

== [Increase Income

Decrease Living Expenses ---—--------------
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Sources of Help

-~ X
americanjobcenter
jle. C-
L l'.: T —
Center  colRSHING SERviCE =, INCH ARG E

i

T

ACS

., -;aKA—:I,ECTMMUNI@EﬁEH

Y Ting)

) ‘-!}Mﬂ@ns for Successful Army ==

A
Z
“af p

“Force Resource” ¥




Review

Net Worth

Income Statements

EXxpenses

Debt

Savings

Action Plan/Goals

Daily Expense Tracker

12 Month Post Service Budget



12 Month Post Service Budget
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