
    
      
        [image: cover]
      

    

  

Thank you for downloading this Simon & Schuster ebook.

Get a FREE ebook when you join our mailing list. Plus, get updates on new releases, deals, recommended reads, and more from Simon & Schuster. Click below to sign up and see terms and conditions.




CLICK HERE TO SIGN UP




Already a subscriber? Provide your email again so we can register this ebook and send you more of what you like to read. You will continue to receive exclusive offers in your inbox.




    
      THE EVERYTHING® GUIDE TO PERSONAL FINANCE FOR SINGLE MOTHERS

      A step-by-step plan for achieving financial independence

      Susan Reynolds and Robert Bexton, CFA.

      
        [image: logo]
      

    

  
    
Copyright ©2007, F+W Publications, Inc. All rights reserved.

This book, or parts thereof, may not be reproduced in any form without permission from the publisher; exceptions are made for brief excerpts used in published reviews.

An Everything® Series Book.

Everything® and everything.com® are registered trademarks of F+W Publications, Inc.

Published by Adams Media, an imprint of Simon & Schuster, Inc. 57 Littlefield Street, Avon, MA 02322 U.S.A. www.adamsmedia.com

ISBN 10: 1-59869-248-8

ISBN 13: 978-1-59869-248-8 (paperback)

ISBN 13: 978-1-60550-270-0 (EPUB)

Printed in the United States of America.

J I H G F E D C B A

Library of Congress Cataloging-in-Publication Data

Reynolds, Susan.

The everything guide to personal finance for single mothers / Susan Reynolds and Robert Bexton.

p. cm. — (An everything series book)

ISBN-13: 978-1-59869-248-8 (pbk.)

ISBN-13: 978-1-60550-270-0 (EPUB)

ISBN-10: 1-59869-248-8 (pbk.)

1. Finance, Personal — Handbooks, manuals, etc. 2. Women — Finance, Personal — Handbooks, manuals, etc. 3. Single mothers. I. Bexton, Robert. II. Title.

HG179.R429 2007

332.0240086′947 — dc22

2007001121

This publication is designed to provide accurate and authoritative information with regard to the subject matter covered. It is sold with the understanding that the publisher is not engaged in rendering legal, accounting, or other professional advice. If legal advice or other expert assistance is required, the services of a competent professional person should be sought.

— From a Declaration of Principles jointly adopted by a Committee of the American Bar Association and a Committee of Publishers and Associations

This book is available at quantity discounts for bulk purchases. For information, please call 1-800-289-0963.

The  Series
Editorial






	Publisher
	Gary M. Krebs



	Director of Product Development
	Paula Munier



	Managing Editor
	Laura M. Daly



	Associate Copy Chief
	Sheila Zwiebel



	Acquisitions Editor
	Lisa Laing



	Development Editor
	Jessica LaPointe



	Associate Production Editor
	Casey Ebert




Production






	Director of Manufacturing
	Susan Beale



	Production Project Manager
	Michelle Roy Kelly



	Prepress
	Erick DaCosta Matt LeBlanc



	Design and Layout
	Heather Barrett Brewster Brownville Colleen Cunningham Jennifer Oliveira



	Cover Design
	Erin Alexander Stephanie Chrusz Frank Rivera





Visit the entire Everything® Series at www.everything.com

THE  Guide to Personal Finance for Single Mothers

Dear Reader,

After an acrimonious divorce, I raised my daughter and son virtually alone for fifteen years. I have faced the challenges you face, and I conquered most of them. My children and I weathered several financial downturns and learned valuable lessons about personal finance, inventiveness, and frugal living. What I want you to gain from this book — which Robert and I have labored to make highly informative, relevant, and understandable — is that you can be the pilot of your own financial ship. You can master the language and the skills required to navigate what may appear to be choppy financial waters, and you can establish habits that will make it entirely possible for you to build a healthy and wealthy life for yourself and your children. I hold fond hopes and dreams for you, my many soul sisters who strive so very, very hard to raise children under difficult financial circumstances and to whom I say, “Take the reins of your financial fate, educate yourself, act decisively, invest in your future, live long, and prosper.”

Susan Reynolds

Robert Bexton, CFA



  
    
      

      
        This book is dedicated to all single mothers who are working diligently to create a brighter future for themselves and their children; also to my former advisor, Jan Berry Kadrie; my sister, Rozanne Reynolds, as well as my soul sisters, Paula Munier, Gale Giorgi, and Wanda Whalen, all of whom raised fabulous children, virtually alone; and my children, Brooke and Brett Aved, who inspired this single mother and made it all worthwhile.
      

    

  
    
      

      Welcome to the EVERYTHING® Series!

      These handy, accessible books give you all you need to tackle a difficult project, gain a new hobby, comprehend a fascinating topic, prepare for an exam, or even brush up on something you learned back in school but have since forgotten.
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      Important sound bytes of information

      You can read an EVERYTHING® book from cover to cover or just pick out the information you want from our four useful boxes: e-facts, e-ssentials, e-alerts, and e-questions. We literally give you everything you need to know on the subject, but throw in a lot of fun stuff along the way, too.
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      Quick handy tips

      We now have well over 300 EVERYTHING® books in print, spanning such wide-ranging categories as weddings, pregnancy, cooking, music instruction, foreign language, crafts, pets, New Age, and so much more. When you're done reading them all, you can finally say you know EVERYTHING®!
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      Urgent warnings
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      Solutions to common problems
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      Top Ten Ways to Improve Your Finances

      
        	Stop hiding, and own up to your real circumstances. You can't change your financial situation if you don't look your present circumstances straight in the eye.

        	Create a game plan to get your finances in order.

        	Reduce credit card debt and avoid falling back into that black hole.

        	Become and remain financially conscious.

        	Reduce expendable spending and increase savings. Create a solid budget that will meet all of your basic needs.

        	Vastly increase your financial knowledge. When the savings accumulate, it will be time to make investment decisions.

        	Create concrete, realistic goals for your future. Just remember — success will breed success.

        	Invest in yourself and your future. Taking measured risks in the investment business is the only way to build your capital assets and increase your wealth.

        	Protect your assets and investments. Making smart decisions to properly safeguard your wealth and your children's financial security is a huge part of financial genius.

        	Plan for your children's education. If you want to give your children the opportunity to obtain a higher education, you need to activate a serious savings plan now.

      

    

  
    
      

      
      Introduction

      According to a study by the Women's Legal Defense Fund, custodial parents (primarily women) suffer a 25-percent drop in income at the time of divorce. Noncustodial parents (primarily men) often experience a 35-percent increase in their standard of living after a divorce. A California study revealed worse numbers for aging women, whose standard of living drops 73 percent while their ex-husbands' rises 42 percent. Without question, your earning power is diminished; most likely, it's dropped far more than 50 percent. And you still have to maintain a household, raise your children, and work.

      Divorce is a financial disaster for most families and for the economy. Almost half of all divorced fathers fail to meet their child-support payments. Only 25 percent of divorced fathers pay full child support, but even then it is far more likely that the divorced mother's — along with the children's — income has decreased substantially. Average visitation for divorced fathers is around once a month, and divorced women with minor children make up a major segment of Americans living below the poverty line. In addition, single mothers often sacrifice their own welfare — including financial — for the sake of their children.

      Like it or not, a divorced, widowed, or never-married mother is a woman on her own — a woman forced to take responsibility for every aspect of her newly single life (kids or no kids). A divorced, widowed, or unpartnered mother has to deal with financial realities and make financial decisions that will affect her and her children for decades. An informed single woman must, indeed, develop the skills and the confidence to make smart decisions and gain control over her financial reality. The only way to squelch fears and insecurities is to deal with your new reality and act accordingly.

      This book has been researched and written to steer you through whatever personal financial minefields you are navigating and to help you build an operational vocabulary that will give you a real leg up on handling your personal finances. Together, the chapters cover everything you need to know about the most relevant topics, and each gives you down-and-dirty tactics for making smart money decisions. This book will help you maximize your options — no matter your income — and create a financial game plan that will bolster your net worth and provide you and your children with the future you all richly deserve.

      You will find this book an invaluable resource in guiding your way through the money jungle as your family and finances grow and as you meet critical financial turning points in life, like the purchase of a home or helping your children pay for their college education. If you apply this information to your finances, you will be on the way to achieving your financial goals and being able to claim financial independence in the near future, one step at a time.
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      Single Mothers and Personal Finance

      Over 10 million American women are raising children on their own. For most, anything having to do with finance is a personal subject, and they often would rather avoid the topic altogether. Women often feel embarrassed that they aren't doing enough, and if they get in financial trouble, are likely to be too ashamed to discuss it. Contrary to these common conceptions, it is important to realize that the phrase “personal finance” merely means the amount of money you have coming in and what you do with it.

      
Everyone Needs a Personal Financial Plan

      Personal finance is simply the money that makes your life what it is — how much you earn and how much you save; where you live; what kind of car you drive; how much you spend on clothes or vacations; how much you accumulate in retirement accounts or invest in stocks, bonds, or mutual funds; how you afford college for your children; and whether you prosper or merely limp along.

      Developing a personal financial plan means taking the reins, educating yourself, becoming a savvier money handler, and assuming full responsibility for your financial future. Whether it means managing a meager income and budgeting to afford necessities or cleverly investing inherited or expendable income to cement a lucrative lifestyle, personal finance is both very personal and very important to your present and future welfare.
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        According to David Bach, author of Smart Women Finish Rich, 90 percent of women will have sole responsibility for their finances at some point. Three out of four people living in poverty are women, and seven out of ten women will live in poverty at some point in their lives.

      

      It's really pretty simple: Without a financial plan, you probably won't be going anywhere worth going financially. Dreams and goals create a roadmap that will eventually get you where you want to go. Whether you like it or not, even the small decisions and choices you make today to forego impulsivity and better your finances will have a major impact on the quality of your life in the future.

      Peter Sander, author of The 250 Personal Finance Questions Everyone Should Ask, pinpoints three characteristics that create financial success:awareness, commitment, and control. In other words, you need to make yourself truly aware of your personal financial reality. Once you've written it down in black and white — income, expenses, assets, and liabilities — you need to create and commit to a plan for bolstering your income and assets and effectively managing your expenses and liabilities. You need to make conscious decisions to stay on course and consistently monitor your progress.

      A vital step to gaining control of your personal finances is creating meaningful, achievable, and time-based financial goals. Once you've established your financial priorities, you need to create a comprehensive game plan for achieving them within your timeframe. The hardest part, of course, is sticking to the strictures required to realize long-term goals — keeping your eye on a dream that seems far away and that may look that way for a long time.

      
Your Feelings about Money

      Money is an emotional subject — in every culture, in every family, and in every marriage. Unless you have tons of it, money becomes a grail that you pursue. Whether it's for basic needs, exotic fantasies, or good deeds, money is the commodity by which we all operate. Those who have fat bank accounts either started the game with chips or learned to play it well.
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        Approximately 47 percent of women over the age of fifty are single. Those unmarried female baby boomers are expected to live fifteen to twenty years longer than men, but only 20 percent will be financially secure in their retirement. An astonishing 58 percent of female baby boomers have less than $20,000 saved for retirement.

      

      It's not uncommon for people to feel anxious, even to the point of nausea, when faced with money decisions. Some dread financial responsibility and evade reality until the last possible moment. Without question, living on the edge of financial disaster makes bill-paying a miserable task. Unfortunately, those who shun financial responsibilities tend to create their worst fears. Money is a form of energy. Although you don't want to become obsessed with it, you do want to embrace it, welcome it, and become comfortable with it. You want to obtain financial mastery. As you educate yourself about money management, you'll become increasingly confident, decisive, and proactive, all of which will attract money rather than repel it.

      If anything having to do with money makes you feel anxious or nervous, Stacy Johnson, author of Life or Debt, recommends keeping the following in mind:

      • It's not having enough money that sets us free; it's having no debt. The people who have more money than they'll ever need and the people who don't owe anyone anything are the only ones free to do what they want.

      • The decisions you make about borrowing and spending have a far-reaching, inclusive effect on your quality of life. Living life without debt means you are free to pursue your passion.

      • If you're in a job that works against your grain or doesn't fulfill your fondest images of yourself, you won't be happy no matter how much money you're earning.

      • The more things you buy, the more tied down you become. Some people become prisoners of their possessions instead of the other way around.

      • Anyone you owe money to owns you.

      Give serious thought to what money means to you. Do you require lots of it to feel secure or happy? Are you obsessed with watching every penny you spend? Do you live above or below your means? Do you prefer that someone else handle your finances, or do you love the feel of money in your hands? Do you feel qualified to understand and employ risky investments, or do you prefer to keep your money in low-risk accounts?

      
Surrender the Fairy Tale

      Now that you've given some thought to how you view money, it's time to debunk some long-held myths and fairy tales about women and money. Even if you've been lucky enough to escape them, these underground beliefs are probably hiding in the dark corners of your mind. Their dusty tendrils can garble the truth and have more influence than you can imagine on how you — and others — think about women and money. These supposedly innocuous stories were whispered in your ears late at night, when you were nodding off to sleep, and they crept into your consciousness whether you liked it or not.

      Like most American girls, you probably fell in love with fairy-tale princesses and the gallant white knights who rescued them. However, one drawback to believing in fairy tales and princesses is that many people interpret them literally. The real “gold” your dream princess acquires lies in the symbolic meanings. The gold coin is not a gold coin. It's the shining quality within the princess: her talent, her wisdom, and her ability to act decisively. The prince is not literally a prince, but the internal masculine qualities that a princess must “marry” in order to become whole.

      Cinderella, for example, the premier mythological fantasy princess, had to work to earn her golden slippers. Disney truncated the original fairy tale, turning those gold slippers into glass. Although the original included magical“birds” that helped Cinderella complete her tasks, there was no fairy godmother who showed up and bestowed riches. In fact, in the original fairy tale, Cinderella had very important psychological tasks to perform:to reconnect with the spirit of her dead mother, discern the value in hard work, sort out good from bad, reorder her universe, and know her own personal worth — from within — before she was rewarded with golden slippers. Cinderella had to consciously remove her feet from the wooden shoes of her past in order to purposefully don the golden slippers of her future. The prince was just icing on the cake. He also had to see Cinderella in her degraded state and value her inner beauty and inherent value before he could take her as his rightful bride.
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        Unfortunately, many wives tend to assign financial planning to their husbands. Even more unfortunately, as a result of their husband's poor planning, one out of every four widows depletes her husband's death benefits within two months. Approximately 80 percent of all widows living in poverty were not living that way when their husbands were alive.

      

      Between these two interpretations of the same fairy tale, there are small — yet essential — differences. The prince was not the answer to all of Cinderella's problems; he was her reward and her future partner in life. “Happily ever after” did not mean that the heroine was going to live a passive life. Indeed, she was not going to fade into oblivion; she was entering into a fully empowered (self-empowered) partnership. Cinderella's happiness came from knowing her own self-worth and acting decisively in her own best interests, and that is the potent lesson of the original story. Rather than waiting for a “prince” to make your dreams come true, take control your own future, sort out your finances, and learn to make money decisions that propel your life forward.

      
How Money Myths Affect You

      Particularly in American culture, people tend to measure their self-worth by their earning potential, how much money their parents had, how much money they have, the size of their houses or cars, the expensive clothing they can afford (or go deep into debt to acquire), or their bank balances. For many formerly married women, these measurements were applied to their husbands, even though it's a skewed way of measuring value. The myths about women and money are worse — primarily that they don't understand it, that they can't manage it, and that they'll never earn enough to become rich. In fact, women have been trampling those myths for generations. Nevertheless, don't assume you're free and clear of cultural subterfuge. It's important for you to sift through the cultural and personal myths that may be undermining your own feelings of self-worth and how they are intertwined with money.

      Take time to write down any myths that your culture — and especially your family — perpetuated, and then revaluate the message. Does it match with your experience? Do you know it to be completely false? Does it fashion a positive image that serves you? Here are a few common misrepresentations to get you started thinking about the myths that may be negatively influencing your ability to handle complicated financial matters:

      • Women aren't very bright.

      • Women aren't good at math.

      • Women don't have a head for business.

      • Men don't like women who make a lot of money.

      • Men like dumb women they can dominate.

      • Men are better at earning, managing, and investing money.

      • A rich husband will take good care of you.

      • Money is too dirty for women to worry their pretty little heads about.

      • Money doesn't make you happy.

      • Women are compulsive shoppers.

      • Women have champagne tastes on a beer budget.

      With the advent of credit cards in the 1970s, Americans embraced immediate gratification, a cultural attitude their grandparents didn't have. People of that earlier generation bought what they needed only when they had cash to pay for it, and they rarely indulged in buying things they didn't need. Since those days, people have all been led to believe that they can afford to use credit cards or borrow money to get what they want, and advertisers have become very rich by preying upon their insecurities.
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        The Employee Benefit Research Institute (EBRI) publishes research on the economic security of American workers. They found that Americans are not saving: In 2005, the national savings rate was zero. Europeans save 10 percent and Italians 16 percent of their household income. And credit card usage has skyrocketed. People are going deeply into debt for things that they once paid for in cash.

      

      Many people fear that they're not measuring up. Overspending then becomes an addiction that staves off the fear of being “less than.” On some level, many people have come to believe that they are not full, complete, worthy human beings without the appearance of a certain status in terms of looks, money, or possessions. Unfortunately, they end up trading their hard-won money for a few minutes of pleasure or a boatload of unnecessary goods or services. Contemporary culture sells the belief that owning certain “stuff” will guarantee social acceptance. Ironically, when you go into debt to obtain those lifestyle markers, you are simultaneously lowering the chances that you'll ever actually be rich. Don't trade tomorrow's financial independence on a feeble, completely unnecessary attempt to keep up with your neighbors.

      Even fears about death can affect the way you manage money. When those pesky fears arise, you might be tempted to slap a piece of plastic on the table to obtain something that you think will enrich your life. What you're really doing is buying the “buy now, feel better” philosophy that — in reality — rings false. People often run around like hamsters on a treadmill, acquiring stuff that eventually ends up in the garage, gathering dust. If you want true financial freedom, you need to realize that all that stuff is never, ever going to make you happy. Embracing who you are and seeking ways to nourish your soul creates the only wealth worth pursuing.

      
How Your Past Shapes Your Future

      Transformation begins with self-knowledge, going back into your past to sort out where your thoughts, feelings, actions, and reactions to money began. Everyone is a product of her environment, as these three financial scenarios illustrate:

      • If your parents were loaded, you may have enjoyed luxury, but you may not have a clue how to make smart investments or become financially independent. You may have a gold belt in shopping, but if you don't know how to generate income streams, funds could dry up quicker than an Iowa prairie in August.

      • If you grew up in a middle-class family, your parents may have given you the impression they were better off than they were. You may have reasonable expectations but no idea of how to bump yourself up to the next level.

      • If you grew up impoverished, you may have deeply ingrained fears about losing money or have a tendency to let any money you do earn slip right out of your fingers. A poverty mindset may cause you to lie awake in anguish every time you spend money or to suffer massive anxieties over money worries. You may believe that you will never have enough — even that you don't deserve it, effectively imprisoning yourself in poverty.

      Without question money talks in families — speaking volumes about your ability to create goals and achieve them, save or spend money wisely, feel grounded and secure or like the rug is always being pulled out from under you. Use the following series of questions to rediscover and rethink your cultural and familial myths:

      • How much money did your grandparents have? How about your parents?

      • How was money discussed in your home?

      • Did your grandparents or parents have excessive spending habits?

      • Did they make solid investments and build toward financial wealth?

      • Did they live in fear of being poor and scrimp on basic necessities?

      • Did they impose any attitudes or beliefs on your ideas about money?

      • Did they teach you how to handle money, invest money, or increase wealth?

      • Did they accept that they would never have money and do nothing to alter their fate?

      • When they talked about money was it in worried whispers, shouting matches, or while twisting a paper napkin?

      • Did they have a laissez-faire attitude about money, and were they justified in doing so?

      • Did they display measured decision-making and planning skills?

      • Did they spend lavishly or only spend when absolutely necessary?

      • Did they budget money, or were they constantly bouncing checks?

      • Did your father handle the money matters and take care of your mother?

      • Did your mother handle everything and belittle your father for not doing so?

      • What underlying feelings and beliefs established your attitudes about money?

      Write a short but well-thought-out financial biography that paints a portrait of your cultural and your familial climate as you grew up. Focus on how the presence of, absence of, obsession with, or disregard for money affected you socially, physically, emotionally, and spiritually, and answer the following questions:

      • Did you live in the land of milk and honey, or was your family constantly living on the brink of financial disaster?

      • What effects did a middle-class background have on your financial undercurrents?

      • Did you feel financially secure, wealthy, or poor?

      • Did you vow to be richer, smarter, more adventurous, or more conservative than your parents?

      • Did you feel guilty, remorseful, or afraid when you spend large amounts of money?

      • Did you feel a rush of adrenaline when you drop large amounts of money on clothing or shoes?

      • Did you consistently spend more than you could afford?

      The goal here is to probe into your past so that you can write a future based on self-examination, self-knowledge, and choice.

      
Divorcing Your Marital Habits

      When you are freshly out of a bitter, acrimonious divorce, your perspective on everything is skewed. You are well on the way to separating your thoughts and beliefs from those of your ex-husband. It's time to rethink — and think outside the box — when it comes to money and all of its inherent, cultural, familial, subjective, and very personal meanings. Rather than fallings way to cultural biases, or to the limitations or unreasonable expectations of your parents or your former partner, it's time for you to sort out what you really believe — or what you want to work toward believing.

      Now that you've filtered through your family's mythology, unearthing beliefs that subliminally affected your ideas about money and how to handle it, it's time to take a hard look at your most recent financial partnership. First, you'll want to explore your singular financial history — how you were doing before you coupled. Then you'll want to take a discerning look at the ways in which your husband or partner impacted your thoughts about money, solvency, and investments, and how you handled money in general. Use the following questions about how you and your partner handled money as a starting point:

      • Were you financially sound prior to marriage?

      • What were your personal financial habits prior to marriage?

      • Were you happy with your financial situation?

      • Were you happier spending or saving?

      • What really made you happy?

      • After marriage, did you let him take the financial reins?

      • Did you truly feel that he was trustworthy?

      • Did he make good financial decisions?

      • Did you want what he wanted?

      • Where did you differ?

      • What drove you crazy?

      • What did you learn from his/your mistakes?

      • What would you have done differently?

      • What did you learn from your successes?

      This rethinking process is a critical step in reordering your financial universe. When you've cleared the decks of negative beliefs or limitations imposed by others, you create opportunities for new thoughts and beliefs to form. These new beliefs will become the cornerstone of your new financial philosophy, which will set things in motion and lead to a concrete action plan. You have taken the first true steps to being and becoming financially independent — in control of your financial decisions and experiencing the joy that follows a job well done! Repeat this as your new financial mantra: I am reordering my financial universe, and I will soon reap the rewards.
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      On Your Own … Again

      While there can be many, many benefits to being single, being a single mother presents an enormous challenge. Even if you came out of the death, divorce, or separation with a safe cushion of money and assets, you will now be fully responsible for all the financial decisions that will directly affect you and your children for decades to come. If you are not money-savvy, this could cause massive anxiety or lead to impulsive decisions that undermine your long-term security. Time to gather yourself and begin again.

      
Making Smart, Necessary, Immediate Decisions

      First, you have to accept that absolutely everything has changed. You cannot go forward with a solid base if you don't get a firm grip on what your situation is now and from this point forward. You have to think for yourself, and think smart. The first precept might simply be “Do no harm.” If you are uncertain what to do, keep the status quo until you feel more confident about your course of action. Focus on what requires your immediate attention:paying down debt or creating an emergency fund, for example. The first — and very important — task is to discover and record all aspects of your financial situation, as follows:

      • Create a list of all your income.

      • Create a list of all credit card and loan balances, including car loans, student loans, personal loans, mortgages, home equity or line of credit, and any taxes owed.

      • Create a list of all retirement and savings accounts. Including health savings accounts, certificates of deposit (CDs), education accounts, and investments.

      • Create a thorough list of all monthly expenditures, such as utilities, groceries, clothing, automobile gas and upkeep, education expenses, child care expenses, entertainment, and so on.

      • Create a temporary livable budget that reflects your new circumstances.

      • List and review insurance policies.

      • If needed, name your children as beneficiaries on insurance policies, CDs, bank accounts, and retirement plans.

      • Select guardians for your children.

      • Create a rudimentary will and a living will until you can more properly create a lasting one. (See Chapter 13.)

      Other than fulfilling the necessary, immediate tasks — establishing how much money you really have to live on, how it will be dispensed, and what you have to work with — it's advisable to wait at least six to twelve months before making major, or any long-term, decisions related to money. Even if you feel pressured, allow yourself time to steady your emotions and learn as much as you can about financial management before making major changes.

      
Establishing Your Bottom Line

      It's important at this stage to determine the quality of life you want to create for yourself and your children. No matter where you set your goals on the money continuum, it's important to define what's most important. Begin by making a list of what really matters in terms of lifestyle, needs, and dreams, and then prioritize the list. Keep refining the list until you feel it reflects who you are, where you're going, and what you'll find when you get there. For instance, owning a home may be extremely important for some, while returning to school to obtain an advanced degree may be the primary goal for others.

      
        
          [image: illustration]
        

        Studies have shown that only 41 percent of Americans are better savers than spenders. Savers develop positive habits like budgeting, tracking expenses, balancing checkbooks, paying bills as they come in, and living within or below their means. Nine out of ten savers reported that they feel very confident, maintain their ideal weight, and feel good about how they look. Spenders reported consistently feeling frustrated and unhappy with their circumstances.

      

      What you are seeking is absolute clarity on who you are and how you want to live your life. Now that you are a single mother, you're the one steering the ship. Will you set your sails on a particular destination, charting and navigating through all the twists, turns, and setbacks likely to occur to reach it? Or will you relinquish your fate to the open sea, sailing in uncharted waters that may, or may not, have a good outcome? The longer someone remains directionless, the longer they don't get anywhere. It's an undeniable fact that single mothers have a mother lode of daily child care responsibilities that make it difficult, at best, to find time to focus on what they want for themselves. But it is important to realize that a single mother who doesn't focus on herself — and what she wants for herself in the long term — is likely to end up far poorer than she would have if she had taken the time to establish her bottom line and create concrete goals that get the ball rolling.

      
Making Long-Term, Calculated Decisions

      After the dust has settled and your grief is subsiding, it's time to contemplate your long-term goals and to make decisions that will help you accomplish them. Sit yourself down and make a list of things you want to create for the future and what you need to address now to make them happen. Examples include the following:

      • Can you afford to stay in your current home?

      • If not, where do you want to live? What can you afford?

      • How can you move up at work or increase your income?

      • What are your long-term financial goals, and do how you plan to achieve them?

      • Do you need, or desire, additional education?

      • How will you fund college or additional training for yourself or your children?

      • How will you increase your savings and fund a retirement plan?

      What you're seeking is generic ideas about what you want to create for the future and whether you need to weigh them in making decisions that deal with your immediate, pressing needs. Chapter 3 discusses financial goals in depth, as well as how you can create concrete action plans to achieve them. For now, let's move on to preliminary — and ongoing — financial responsibilities and how you can meet them.

      
Assuming Fiscal Responsibility

      For many people, learning about personal finance at the level required to truly prosper feels intimidating. It's as if we feel handicapped in that arena, when, in fact, we haven't exerted the energy necessary to learn and follow basic principles — earn more, hold onto more, spend less, manage debt, and invest for maximum return. Where you put your energy is where you blossom, and learning about personal finance is a very worthwhile expenditure of your time and energy.

      Some immediate tasks that you need to undertake are as follows:

      • Create a household inventory for insurance purposes.

      • Copy and store important documents like birth certificates, passports, deeds, loan documents, insurance policies, divorce decree, wills, and car titles in a fire safe and at a relative's or friend's house. Make sure others know where they can find this information in an emergency.

      • Set up a system to manage bills.

      • Balance your checkbook monthly. If you need help with this, ask your local banker to help you reconcile a statement. Computer programs can also do this for you if you simply input the information.

      • Check all credit card statements to make sure the charges belong to you, and match up corresponding receipts. Set up a file for each credit card so you can access each statement easily if a problem arises.

      • File deductible receipts in a tax file, and file warranty receipts in a warranty file.

      • Check tax returns, and establish a file for each of the last five years. Unless you bought or sold a house or large assets, such as stock, you can toss returns more than five years old.

      Learning financial concepts frequently feels like studying rocket science, so give yourself a little leeway to feel jumbled, stymied, and even childlike. Learning how to organize and take responsibility for financial matters on your own — all while balancing parental responsibilities — may present a sharp learning curve. But if you simply read along and do the work step by step, one day everything will begin to drop into place.

      Get Organized

      One of the first tasks you face is organizing all of your financial records and maintaining them. It may be a drag to do this, but apparently there are differences between those who get their lives truly organized and those who procrastinate, or simply fail to do so. According to Jean Chatzky in The Ten Commandments of Financial Happiness, the differences are striking.

      
        
          
          
          
        
        
          
            	Characteristic
            	Organized
            	Not Organized
          

        
        
          
            	Financially secure
            	72 percent
            	23 percent
          

          
            	Worried about finances
            	56 percent
            	86 percent
          

          
            	Knowledgeable investors
            	24 percent
            	7 percent
          

          
            	Good money managers
            	61 percent
            	28 percent
          

          
            	In control of finances
            	73 percent
            	42 percent
          

        
      

      Set Up a System

      The best way to take responsibility for money management is to set up a system that works. Select a drawer, a file holder, or a basket where you place monthly bills. Open all mail when it arrives. Discard junk mail, and immediately shred all those endless credit card offers. Then, put all your bills into the designated, easily accessible drawer, file, or basket. Create a monthly payment schedule to remind you when bills are due. You can opt to have most bills arrive the first of the month, the middle of the month, or the end of the month. If you have sufficient funds in your checking account, pay bills when they arrive. Alternately, set up automatic payments from your checking account, or select at least two days a month when you pay bills.

      It's prudent to buy and use an accounting program, which is very easy to use and helpful in simplifying and expediting your bill paying. The savvier you become, the more you can create reports that show you how you are doing on credit card debt, budgeting, saving, and managing your finances in general. Remember, a single mother needs to accept responsibility for her financial fate, particularly if she hopes to avert disaster and bolster her chances of amassing wealth.

      
Keeping the Ex-Husband Accountable

      According to the government, more than half — half! — of all fathers who owe child support do not pay it. The Child Support Recovery Act of 1992 enacted laws that make it a federal crime for fathers to default on court-ordered child support due children living in another state. Your local Child Support Enforcement Office can assist you in taking measures to force payment. (You can also find help online, at  www.singleparentcentral.com .) If you report the father's failure to pay to the IRS, for example, they will divert any refunds he earns to you.
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        Nearly 50 percent of all first marriages and 60 percent of all second marriages end in divorce, so you, my dear, are far from alone. In fact, the next time you're in line at a movie, look at the person in front of and behind you. Of you three, two of you will have gone through a divorce.

      

      If your former husband or partner fails to pay child support, it is imperative that you act immediately by filing a motion for contempt of court. Although it's wise to use an attorney, this is something you can file and present to a judge. But don't wait, because it will take weeks before you have a court date. On that date, the alleged violator must appear in court to explain why he has not complied and why he should not be held in contempt. If the person is found guilty of contempt, the judge can seize his assets, levy fines, and even send him to jail.

      As of 1998, federal law requires employers to turn in the names, addresses, dates of birth, and Social Security numbers of all new hires, which means that even if the father has crossed a state line, it's easier to find him today than it was in the past. Some of your options for tracking down a deadbeat dad include searching these routes:

      • Motor vehicle records: You can call the state bureau with his name, Social Security number, and date of birth to find out what vehicles he has registered and to obtain his current address.

      • County tax records: Your county clerk of courts can provide you with deeds, taxation information, and property assessments.

      • The IRS: The IRS will intercept a delinquent payer's income tax refund. Ask your local child support agency to verify the amount due and submit it to the IRS.

      • Social workers: Ask your city or county social workers to obtain information from his bank, his mortgage provider, or other financial institutions to determine his assets. You can then attach liens on real estate or personal property and attach bank accounts to collect past-due support.

      Although it can be difficult and frustrating, holding the father financially accountable is important to your children's future. They deserve to have their father's fiscal and emotional support, and the law agrees. Ideally, two parents create the best financial circumstances they can afford and work together to provide for their children. If that's not realistic — or even imaginable — in your situation, make every effort to deal with his financial lapses in a measured, responsible way. It's not your job to browbeat a deadbeat father, but it is your responsibility to make sure your children have the advantages that he can afford and that they so richly deserve.

      
A Healthy Foundation for New Relationships

      When a new relationship becomes increasingly serious, you'll probably fear, and still absolutely have to broach, the difficult subjects — sex and money. This is particularly important because you have children. You're older, wiser, and fiscally responsible, so just as you would safeguard your children from other dangers, take steps to safeguard your children's financial future.

      Lay It All on the Table

      If you're at the move-in stage, ask for a meeting in which you will share credit reports, FICO scores, credit card and loan balances, and net worth statements. This will be your opportunity to find out his true situation and to find out how he handles his financial responsibilities. It would also be a good idea to ask to see the last three years of income tax reports, as well as records of child or spousal support and payroll stubs. You are entitled to know the absolute truth about his financial situation. A man who balks at openly sharing may well have something to hide — even if it's only a tendency to control all financial decisions.
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        Good credit is sexy! Fair Isaac, a renowned credit-scoring company, commissioned a survey that revealed that financial responsibility was the third most-desirable trait in a romantic partner. Around 50 percent of the 1,000 subjects chose faithfulness and honesty as the most important traits; 22 percent ranked financial responsibility.

      

      You'll also want to create common financial goals and make commitments to fulfill them. For smooth sailing, set the parameters for how much each will bring into the household, who will pay for what expenses, and how you will negotiate disagreements or problems as they arise. If you have varying philosophies about spending and saving, now is the time to define your expectations, limitations, and boundaries. If it makes you feel insecure that he likes to play online poker as a hobby, perhaps you can establish a poker fund that he can feel free to use, as long as he doesn't dip into other household funds. If you like buying new shoes every month and can afford them, perhaps you'll want to list new shoes as a line item in your combined budget.

      In the beginning, particularly if you aren't buying a house together or otherwise mingling debts, it makes sense to keep the majority of your finances separate. You can establish a common household account, and then, as the relationship grows, you can begin to merge your financial assets and debts. It's always wise to have some money that remains yours to control, whether it's a clothing budget or mad money. People feel more secure when they have money that they control and that they don't have to answer to someone else as to how they spend it. Also, you'll want to have credit cards and other debt accounts remain in your name so that you maintain a healthy credit rating.

      It's also important to discuss behavioral expectations. If you want to sit down together every month to pay joint expenses, balance the checkbooks, and create new goals, make sure he understands how important this is to you. If you agree to turn everything over to him but are uncomfortable not being on top of things, ask for a monthly meeting in which you review all the finances. Maybe you want joint meetings before any major purchases, or you'd like to establish joint savings that build toward the purchase of a new car. Whatever you require to make you feel secure, knowledgeable, and powerful within the relationship is, and will remain, important. It's the failure to talk about finances clearly that creates problems that can quickly become — or at least feel — insurmountable.

      Set Ground Rules

      Instead of counting on your romantic feelings to pacify all problems, take the time to write out a very concrete “cohabitation agreement” that will specify the financial agreement you have worked out together — your mutual rights and obligations with respect to joint and separate property from now on. Define both partners' expectations and how they will be met, or worked toward. Without a written cohabitation agreement, your right to receive support, share in assets acquired during the length of the relationship, make medical decisions on his behalf, or claim an inheritance will be difficult at best to obtain.
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        The American Bar Association reported that 90 percent of all divorces in the last decade originated in arguments about money. Some marriage experts estimate that 75 percent of all divorces result from constant arguments about finances.

      

      It's not wise to rush into co-ownership of houses, so if he is moving into your house, you may want him to pay rent for a period of one year, at which time you will renegotiate. If you decide to purchase property together, consult with a lawyer or financial consultant to determine the best way to structure ownership. “Joint tenant” means that the survivor owns the property in the event of the other's death, while “tenants in common” means that the property goes to the deceased's estate, so that heirs end up owning the property. If you're paying down 60 percent to his 40 percent on a new house, state that clearly, and specify how you want that to be handled in the event of a sale.

      You also want to protect your assets. Make a list of everything you own, including investments, furniture, and heirlooms. Co-ownership from the point of cohabitation can be negotiated, but what's yours prior to the relationship should remain yours. Also, to fully protect your children, leave them listed as your beneficiaries on bank accounts, insurance policies, investments, or wills. If you decide to marry, by all means renegotiate the financial agreement, keeping in mind that once you marry, each person will become mutually responsible for both parties' financial management.
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