Financial Empowerment Tips and
Resources

Emergency Funds & Power Pay

EMERGENCY FUNDS
You may wonder whether to start by paying off debt or saving. While it will benefit you
long-term to pay off debts that are costing you interest, it is also suggested that you have
an emergency fund of at least 3-6 months of income. If that is unrealistic at this time, a
$1000 emergency fund can ensure you are covered for small emergencies without
having to take on more debt to pay for them.

POWER PAYING BILLS
Power paying is sometimes called the snowball method of paying off debt. It refers to
finding additional money in your budget to aggressively pay off one debt at a time. When that
debt is paid it frees up the payment amount as well as the extra you were paying toward the
bill. You can now work on the next debt by placing all those funds toward it. Work your
way through all debts until you are debt free.

Example: Extra $25 in budget
Sears Credit Card — Min. Payment $25
Chase Credit Card — Min. Payment $50
Ford Auto Loan — Min Payment $300

Sears: $25 min. + $25 extra = $50/month
*once paid off*
Chase: $50 min. + $50 = $100/month
*once paid off*
Ford: $300 min. + $100 = $400/month

Pay Yourself First & Spending Tracking
PAY YOURSELF FIRST
This simply means that before you do anything else with your money,
set aside your savings. Consider your savings a bill to be paid. When
you’re ready to start saving, have that amount direct deposited into a
separate savings account: out of sight, out of mind. This alleviates the
problem of getting to the end of the month and having nothing leftover
to save.

TRACK YOUR SPENDING
If you’re unsure of where your money is going, it’s time to track your spending. This is
especially useful when starting a budget. There are lots of ways to do it– it’s all about your
preference! You may prefer a combination but make sure you track everything – even a
99 cent candy bar. Do this for at least a month.


Tracking sheets provided here



Save receipts



Start a spending diary you carry with you



Some bank’s online banking systems now have a
spending tracker if you use only a debit card



Phone Apps

Budget Guidelines
RECOMMENDED BUDGET GUIDELINES

Housing: 35%
This may include rent, mortgage, Home owners association dues, utilities, taxes, insurance and
maintenance.
Savings: 10%
As you’re working, your goal should be to save 10% of
what you make. Ideally, you should always have at least
a 3-6 month emergency fund before saving for other
things.

WHY SAVE?
Saving is a key part of being financially successful. It’s not about becoming a millionaire. It’s about
peace of mind and meeting your life
goals. Keep that in mind as you fill
out your savings goals sheet.
Here are few thoughts:

Transportation: 15%
Transportation includes a car payment, auto insurance,
registration, maintenance, fuel, and parking fees. It may
include bus passes or taxi fares.

1. Emergency Funds are like your
own insurance policy for the unexpected.

Debt: 15%

2. Paying cash for things you need
saves you money you would
have spent on interest if you’d
taken out a loan.

No more than 15% of your income should be spent on
debts like credit cards, student loans, personal loans,
medical debts, or owed taxes. Use the Power Pay
method to quickly reduce your monthly debt payments.
Life: 25%
All other life expenses fall here. It includes things like
clothing, food, entertainment, childcare, tithes, and
vacations.

3. Successfully meeting small savings goals puts you in charge of
your future! If you can meet
small goals, you can meet longterm goals too!

Envelope Budgeting
The idea of the envelope budgeting system is that spending cash you
can see and touch makes sticking to a spending plan easier. Spending real
cash is difficult and seeing it right in front of you lets you know exactly how
much you have left. Using cash only also means you’ll never spend more
than you have.
$250

Traditional Method


Label envelopes for each thing
you budget for



Cash your entire paycheck



Distribute ALL cash to envelopes



Do not “steal” money from one
envelope if another one runs out

$75

$100

Groceries

Rent

$50

Electricity

Online resources
If you like the envelope system but don’t want to use cash, you have
options online. Below are alternative options. You may now

www.everydollar.com
www.mvelopes.com
www.goodbudget.com

Use sub-accounts at your bank in place of actual envelopes.

= $250

Accounts for ChexSystems Record
Below is a list of known financial institutions who offer accounts to
those with an unpaid ChexSystems record and which counties they
are located in.



Alpena Community Credit Union—May offer account based on credit (Co-Op)




Alpena Alcona Area Credit Union—Savings account only (Co-Op)




Muskegon, Oceana

Gerber Federal Credit Union—Savings account only and possible ATM card




Lake, Mecosta, Osceola, Manistee, Oceana

Family Financial Credit Union—Does not pull ChexSystems but credit must be 640 or better to
qualify for checking; Savings account only ; “Cash Account”; 7 day check holds (Co-Op)




Alpena, Montmorency, Alcona, Iosco

Lake Osceola State Bank—Savings account only and possible ATM card




Alpena

Newaygo

Calcite Credit Union—Savings account only (Co-Op)


Presque Isle, Cheboygan
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Ways to Save!
General















Save your loose change. Putting aside fifty cents a day over the course of a year will allow you to save nearly
40% of a $500 emergency fund.
Keep track of your spending. At least once a month, use credit card, checking, and other records to review what
you've purchased. Then, ask yourself if it makes sense to reallocate some of this spending to an emergency savings account.
Never purchase expensive items on impulse. Think over each expensive purchase for at least 24 hours. Acting
on this principle will mean you have far fewer regrets about impulse purchases, and far more money for emergency savings.
Use debit and credit cards prudently. To minimize interest charges, try to limit credit card purchases to those you
can pay off in full at the end of the month. If you use a debit card, don't rely on an overdraft feature to spend
money you don't have. With either approach, you'll have more money available for emergency savings.
Are you looking for an effective way to establish a budget? Beginning on the first day of a new month, get a receipt for everything you purchase. Stack and review receipts at the end of the month, and you will clearly be able
to see where your money is going.
It pays to practice preventative dental care, since a good cleaning routine helps prevent fillings, root canals, and
dental crowns, which are expensive and no fun.
Most people don’t track what they spend and may not realize when expenses add up to more than their budget
can handle. To keep track of what you spend, put what you think you should spend for the month on transportation, food, entertainment, etc., into envelopes. This will help you avoid buying things you don’t need, and what’s
left over can go into saving.
Take advantage of discounts and/or incentive programs provided through your employer. For example, if the
company you work for offers discounted rates for computers, fitness center memberships, movie tickets and
passes to summer festivals, take advantage! Check your corporate intranet or talk to your human resources representative. And don’t forget the best deal of all – investing in your 401(k)!
One way to establish a savings discipline is to “save” an amount equal to whatever is spent on nonessential indulgences. Put a matching amount in a cookie jar for expenditures for beer, wine, cigarettes, designer coffee,
etc. If you can’t afford to save the matching amount, you can’t afford the $4 super almond low-fat latte.
Take the amount the item costs and divide it into your hourly wage. If it’s a $50 pair of shoes and you make $10
an hour, ask yourself, are those shoes really worth five long hours of work? It helps keep things in perspective.
Aim for short-term savings goals, such as setting aside $20 a week or month rather than long term savings
goals, such as $200 over a year. People save more successfully when they keep the short-term goal in sight.
Save money by buying items online, in bulk. Some companies even offer free shipping on large orders. Clearance items are sometimes available, and good savings can be found on non-perishable groceries and diapers.
This saves time and money!

Food





Substitute coffee for expensive coffee drinks. The $2 a day you could well save by buying a coffee rather than a
cappuccino or latte would allow you, over the course of a year, to completely fund a $500 emergency fund.
Bring lunch to work. If buying lunch at work costs $5, but making lunch at home costs only $2.50, then in a year,
you could afford to create a $500 emergency fund and still have money left over.
Eat out one fewer time each month. If it costs you $25 to eat out, but only $5 to eat in, then the $20 you save
each month allows you to almost completely fund a $500 emergency savings account.
Shop for food with a list and stick to it. People who do food shopping with a list, and buy little else, spend much
less money than those who decide what to buy when they get to the food market. The annual savings could easily be hundreds of dollars.
Adapted from
www.americasaves.org

Ways to Save!
Prescription and Over-the-Counter Drugs




Ask your physician to consider prescribing generic drugs. Generic drugs can cost several hundred dollars less
to purchase annually than brand-name drugs.
Find the lowest-cost place to purchase prescription drugs. Make sure to check out not only your local pharmacist but also local supermarkets, area discount centers, and mail-order pharmacies.
Purchase store brand over-the-counter medications. Store brand medications often cost 20-40 percent less
than nationally advertised brands. The savings could easily exceed $100 a year.

Banking





Avoid bouncing checks or overdraft fees each month. The $20-30 you save by not bouncing a check each
month would save you enough money to nearly fully fund a $500 emergency savings account.
Reduce credit card debt by $1,000. That $1,000 debt reduction will probably save you $150-200 a year, and
much more if you're paying penalty rates of 20-30%.
Make your monthly credit card payment on time. The $30-35 you save by not being charged a late fee each
month on one card would save you most of the money you need for $500 in emergency savings
Use only the ATMs of your bank or credit union. Using the ATM of another financial institution once a week
could well cost you $3 a withdrawal, or more than $150 over the course of a year.

Insurance





Shop around for auto and homeowners' insurance: Before renewing your existing policies each year, check out
the rates of competing companies (see the website of your state insurance department). Their annual premiums may well be several hundred dollars lower.
Raise the deductibles on auto and homeowners' insurance: Being willing to pay $500-1,000 on a claim, rather
than only $100-250, can reduce annual premiums by as much as several hundred dollars.
Assess your need for life insurance coverage. If your children are now on their own, or if your spouse works,
you may not need as much life insurance protection. The annual premiums on a term life policy would typically
fully fund an emergency savings account
Consider dropping credit insurance coverage on installment loans. Many consumers don't need credit insurance because they have sufficient assets to protect themselves in the event of death, disability, or unemployment. Terminating this coverage often reduces financing costs by three percentage points, a savings of about
$1,000 on a four-year $20,000 installment loan.

Housing






Don't pay for space you don't need. Americans have relatively large houses and apartments. Think about more
efficiently using space so you can purchase or rent less square footage.
Live relatively near your workplace. While this isn't always possible, driving 5,000 miles less a year can lower
transportation costs by more than $1,000.
Refinance your mortgage to lower interest charges. Consider refinancing your mortgage to lower the rate and
term. On a 15-year $100,000 fixed-rate mortgage, lowering the rate from 7% to 6.5% can save you more than
$5,000 in interest charges over the life of the loan. For each $100,000 you borrow at a 7% rate, you will pay
over $75,000 less in interest on a 15-year than a 30-year fixed rate mortgage. And, you will accumulate home
equity more rapidly, thus increasing your ability to cover large emergency expenditures.
Choose home repair contractors wisely. Favor contractors who have successfully performed work for people
you know. Insist on a written, fixed-price bid. Don't make full payment until satisfactory completion of the work.

Adapted from
www.americasaves.org

Ways to Save!
Clothing





Look for sales at discount outlets. There are huge price differences between clothing on sale at discount stores
and that sold regularly at many department and specialty stores, though keep in mind that prices at the latter are
often deeply discounted.
Consider purchasing previously-used clothes from Good Will, second-hand stores, or school or church thrift
sales. With a little effort, you can find low-priced, high-quality used clothing items that can be worn for many
years.
Assess clothing in terms of quality as well as price. An inexpensive shirt or coat is a poor bargain if it wears out
in less than a year. Consider fabric, stitching, washability, and other quality related factors in your selection of
clothes.
Clean clothes inexpensively. Wash and iron clothes yourself. If you use a cleaner, compare prices at different
establishments. A 50 cent difference in cleaning a shirt, for example, can add up to $100 a year.

Communications




Assess your communications costs. As Internet and wireless use grows, many consumers are overpaying for
unneeded communications capacity. For example, if you have a cell phone and two phone lines -- one for your
computer -- consider receiving personal calls on your cell phone so you can give up one of the phone lines.
Communicate by e-mail rather than by phone. If you're on-line, e-mail communications are virtually free. Even for
subscribers, landline and wireless calls often carry per-minute charges.
Be aware of your cell phone costs and how to reduce them. Cell phone use has dramatically increased communications expenditures in many households. Understand peak calling periods, area coverage, roaming, and termination charges. Make sure your calling plan matches the pattern of calls you typically make.

Entertainment





Research free or inexpensive entertainment in your community. Use local newspapers and websites to learn
about free or low-cost parks, museums, film showings, sports events, and other places which you and your family would enjoy.
Give up premium cable channels or better yet, cable all together. It's a lot cheaper to rent one film a week than
watch one on premium cable channels that may cost more than $500 a year.
Borrow books rather than purchasing them. Borrowing books and reading magazines at your local library, rather
than purchasing reading material, can save you hundreds of dollars a year.
Attend high school rather than college or pro sports events. High school sports events rarely cost more than $5
and are often free, with hot dogs and sodas typically costing $1-2. College and pro football and basketball games
rarely cost less than $20, and their concessions are usually several times more expensive.

Family and Friends





Plan gift-giving well in advance. That will give you time to decide on the most thoughtful gifts, which usually are
not the most expensive ones. And if these gifts are products that must be purchased, you will have the opportunity to look for sales.
In families, discuss limits on spending for gifts. These limits not only tend to reduce expenditures; they also be
greatly appreciated by the least affluent family members.
Socialize at pot-luck meals rather than at restaurants. Because one wants to be generous to friends and family,
there may be huge cost savings here.
Consider writing letters instead of making frequent phone calls. Thoughtful letters are usually far more highly valued than phone conversations, and they are often saved by recipients for future reading.
Adapted from
www.americasaves.org

Sample Debt Collection Dispute Letter

[Your name]
[Your return address]

[Date]

[Debt collector name]
[Debt collector Address]
Re: [Account number for the debt, if you have it]

Dear debt collector,

I am responding to your contact about a debt you are attempting to collect. You contacted me by [phone/
mail], on [date]. You identified the debt as [any information they gave you about the debt].

Please stop all communication with me and with this address about this debt.

Record that I dispute having any obligation for this debt. If you forward or return this debt to another
company, please indicate to them that it is disputed. If you report it to a credit bureau (or have already
done so), also report that the debt is disputed.
Thank you for your cooperation.
Sincerely,
[Your name]

If You Can’t Pay ALL Your Bills… Prioritize

1. Start with food and medical essentials. Groceries are essentials, but
meals out are not. Doctor visits or prescriptions to treat medical problems are priority, but paying old doctor bills are not. (Eventually, you
must deal with these, but they are not the top priority).
2. Next, pay your rent or mortgage, and critical utilities. You need to
pay heat and electric and water to prevent shut-off, but other utilities
like phone, cable, cell phone, Internet, and storage are not. Cancel those
and make plans to pay the old bills later.
3. Then pay your essential insurance premiums. Medical insurance
and auto liability insurance are essentials. If you own a home, homeowners insurance is essential (renters insurance is not). If you still have
a car loan, auto collision/comprehensive insurance is essential (but not if
it’s a paid-off car).
4. Then pay your secured debts (car loan) so it will not be repossessed. If you have a good payment history, ask the lender if you can
skip a month or tack a month onto end of loan.
5. The last priority is unsecured debt (credit cards, medical bills, book
clubs, donations). Don’t let debt collectors scare you into a bad decision
– just make a plan to send them some small payment each month, and
do not give them your bank account number or any post-dated checks.
6. Stop making any new debt (no credit cards or loans) and use a cash
flow chart to see when money is coming in and what to pay out of each
check.

Adapted from Darryl Dahlheimer’s Four
Cornerstones of Financial Literacy

