
by Ted Benna, Stephen R. Bucci, James P. Caher, 
John M. Caher, N. Brian Caverly, Peter Economy, 

Jack Hungelmann, John E. Lucas, Sarah Glendon Lyons, 
Margaret A. Munro, EA, Brenda Watson Newmann, 
Mary Reed, Jordan S. Simon, Kathleen Sindell, PhD, 

Deborah Taylor-Hough, John Ventura

Managing 
Your Money

A L L - I N - O N E

FOR

DUMmIES
‰

01_345467-ffirs.indd   i01_345467-ffirs.indd   i 10/3/08   5:23:41 PM10/3/08   5:23:41 PM



01_345467-ffirs.indd   ii01_345467-ffirs.indd   ii 9/25/08   10:58:20 PM9/25/08   10:58:20 PM



by Ted Benna, Stephen R. Bucci, James P. Caher, 
John M. Caher, N. Brian Caverly, Peter Economy, 

Jack Hungelmann, John E. Lucas, Sarah Glendon Lyons, 
Margaret A. Munro, EA, Brenda Watson Newmann, 
Mary Reed, Jordan S. Simon, Kathleen Sindell, PhD, 

Deborah Taylor-Hough, John Ventura

Managing 
Your Money

A L L - I N - O N E

FOR

DUMmIES
‰

01_345467-ffirs.indd   i01_345467-ffirs.indd   i 10/3/08   5:23:41 PM10/3/08   5:23:41 PM



Managing Your Money All-in-One For Dummies®

Published by
Wiley Publishing, Inc.
111 River St.
Hoboken, NJ 07030-5774
www.wiley.com

Copyright © 2009 by Wiley Publishing, Inc., Indianapolis, Indiana

Published by Wiley Publishing, Inc., Indianapolis, Indiana

Published simultaneously in Canada

No part of this publication may be reproduced, stored in a retrieval system, or transmitted in any form or by 
any means, electronic, mechanical, photocopying, recording, scanning, or otherwise, except as permitted 
under Sections 107 or 108 of the 1976 United States Copyright Act, without either the prior written permis-
sion of the Publisher, or authorization through payment of the appropriate per-copy fee to the Copyright 
Clearance Center, 222 Rosewood Drive, Danvers, MA 01923, 978-750-8400, fax 978-646-8600. Requests to 
the Publisher for permission should be addressed to the Legal Department, Wiley Publishing, Inc., 10475 
Crosspoint Blvd., Indianapolis, IN 46256, 317-572-3447, fax 317-572-4355, or online at http://www.wiley.
com/go/permissions.

Trademarks: Wiley, the Wiley Publishing logo, For Dummies, the Dummies Man logo, A Reference for the 
Rest of Us!, The Dummies Way, Dummies Daily, The Fun and Easy Way, Dummies.com and related trade 
dress are trademarks or registered trademarks of John Wiley & Sons, Inc. and/or its affi liates in the United 
States and other countries, and may not be used without written permission. All other trademarks are the 
property of their respective owners. Wiley Publishing, Inc., is not associated with any product or vendor 
mentioned in this book.

LIMIT OF LIABILITY/DISCLAIMER OF WARRANTY: THE PUBLISHER AND THE AUTHOR MAKE NO 
REPRESENTATIONS OR WARRANTIES WITH RESPECT TO THE ACCURACY OR COMPLETENESS OF 
THE CONTENTS OF THIS WORK AND SPECIFICALLY DISCLAIM ALL WARRANTIES, INCLUDING WITH-
OUT LIMITATION WARRANTIES OF FITNESS FOR A PARTICULAR PURPOSE. NO WARRANTY MAY BE 
CREATED OR EXTENDED BY SALES OR PROMOTIONAL MATERIALS. THE ADVICE AND STRATEGIES 
CONTAINED HEREIN MAY NOT BE SUITABLE FOR EVERY SITUATION. THIS WORK IS SOLD WITH THE 
UNDERSTANDING THAT THE PUBLISHER IS NOT ENGAGED IN RENDERING LEGAL, ACCOUNTING, OR 
OTHER PROFESSIONAL SERVICES. IF PROFESSIONAL ASSISTANCE IS REQUIRED, THE SERVICES OF 
A COMPETENT PROFESSIONAL PERSON SHOULD BE SOUGHT. NEITHER THE PUBLISHER NOR THE 
AUTHOR SHALL BE LIABLE FOR DAMAGES ARISING HEREFROM. THE FACT THAT AN ORGANIZA-
TION OR WEBSITE IS REFERRED TO IN THIS WORK AS A CITATION AND/OR A POTENTIAL SOURCE 
OF FURTHER INFORMATION DOES NOT MEAN THAT THE AUTHOR OR THE PUBLISHER ENDORSES 
THE INFORMATION THE ORGANIZATION OR WEBSITE MAY PROVIDE OR RECOMMENDATIONS IT 
MAY MAKE. FURTHER, READERS SHOULD BE AWARE THAT INTERNET WEBSITES LISTED IN THIS 
WORK MAY HAVE CHANGED OR DISAPPEARED BETWEEN WHEN THIS WORK WAS WRITTEN AND 
WHEN IT IS READ.

For general information on our other products and services, please contact our Customer Care 
Department within the U.S. at 800-762-2974, outside the U.S. at 317-572-3993, or fax 317-572-4002.

For technical support, please visit www.wiley.com/techsupport.

Wiley also publishes its books in a variety of electronic formats. Some content that appears in print may 
not be available in electronic books.

Library of Congress Control Number: 2008936355

ISBN: 978-0-470-34546-7

Manufactured in the United States of America

10   9   8   7   6   5   4   3   2   1

01_345467-ffirs.indd   ii01_345467-ffirs.indd   ii 9/25/08   10:58:20 PM9/25/08   10:58:20 PM



About the Authors
Ted Benna is often called the “father of the 401(k)” because he created 

and gained IRS approval for the fi rst 401(k) savings plan. Ted is a nationally 

recognized expert on retirement issues whose articles and comments have 

appeared in myriad publications. Ted has been profi led in The New York 
Times, USA Today, Fortune, and Kiplinger. During his career, Ted has helped 

thousands of employers establish, restructure, and administer their retire-

ment programs. He is president and founder of the 401(k) Association. Ted is 

the coauthor of 401(k)s For Dummies.

Stephen R. Bucci is currently the president of the Money Management 

International Financial Education Foundation, www.mmifoundation.org, 

which provides funds and materials for essential money management edu-

cation. In addition, he is helping to build one of the nation’s largest credit 

counseling services, Money Management International (MMI). MMI is not only 

accredited by the Council on Accreditation, but is also a member of both the 

Association of Independent Consumer Credit Counseling Agencies and the 

National Foundation for Consumer Credit — the umbrella associations for 

credit counseling nationwide. In addition, all of their counselors are certi-

fi ed — and trained to help you fi nd the best way out of debt. Stephen is the 

author of Credit Repair Kit For Dummies, 2nd Edition.

James P. Caher is a practicing attorney with 30 years of experience, is a 

nationally recognized expert on consumer bankruptcies and authority on the 

Bankruptcy Abuse Prevention and Consumer Protection Act of 2005. Jim has 

published scores of articles for bankruptcy professionals and is frequently 

called upon to analyze and interpret the complicated provisions of the 

2005 bankruptcy law. He also serves on the editorial board of the American 

Bankruptcy Institute. Jim graduated from Niagara University and then earned 

his law degree from Memphis State University Law School, where he was 

a member of the Law Review and recipient of the American Jurisprudence 

Award for Excellence in the fi eld of debtor-creditor relations. He fi led his fi rst 

consumer bankruptcy case shortly after graduating in 1975 and lives and 

practices in Eugene, Oregon. James is coauthor of Personal Bankruptcy Laws 
For Dummies.

John M. Caher is a legal journalist who has written about law and the courts 

for most of his long career. He has been Albany bureau chief for the New 
York Law Journal and state editor and legal affairs reporter for the Times 

01_345467-ffirs.indd   iii01_345467-ffirs.indd   iii 9/25/08   10:58:20 PM9/25/08   10:58:20 PM



Union of Albany, New York. His legal reportage has won more than two dozen 

awards, including prestigious honors from the American Bar Association, 

the New York State Bar Association, the Erie County Bar Association, and the 

Associated Press. John is coauthor of Personal Bankruptcy Laws For Dummies.

N. Brian Caverly is a practicing lawyer in Pennsylvania. He has practiced law 

since 1968, and in his practice emphasizes wills and estates, estate planning, 

and elder law. He holds an AB degree in economics from Bucknell University, 

and a JD degree from the Dickinson School of Law. He serves on the board of 

directors of the Angeline Elizabeth Kirby Memorial Health Center in Wilkes-

Barre, a major charitable organization. Brian is also chairman of the Luzerne 

County Planning Commission. He presents lectures and writes articles and 

papers about various legal topics, including those related to estate planning. 

Brian is the coauthor of Estate Planning For Dummies.

Peter Economy lives in La Jolla, California and is a bestselling author or 

coauthor of more than 35 books, including Managing For Dummies and 

Consulting For Dummies with Bob Nelson, Home-Based Business For Dummies 

with Paul and Sarah Edwards, and Writing Children’s Books For Dummies 

with Lisa Rojany Buccieri. Peter is also Associate Editor for the Apex Award-

winning magazine Leader to Leader.

Jack Hungelmann’s policy knowledge, problem-solving expertise, and cover-

age analysis was gained through more than 25 years in the insurance busi-

ness as a claims adjuster, agent, and consultant. He has advised individuals 

and commercial enterprises on their insurance needs and has earned several 

distinguished designations. Jack graduated from the University of Minnesota 

in 1969 and has taught professional continuing education classes for both the 

CPCU and CIC societies. He has been published numerous times in American 
Agent & Broker magazine. He lives in Chanhassen, Minnesota with his wife 

Judy. Jack is the author of Insurance For Dummies.

John E. Lucas has been in the mortgage banking industry for over 40 years, 

actively originating mortgage loans in the Van Nuys, California area. When 

the Department of Housing and Urban Development (HUD) introduced the 

HECM reverse mortgage in 1989, he worked with one of the companies HUD 

chose to participate in the test program. He has lectured on reverse mort-

gages to a wide variety of organizations and groups such as senior centers, 

realtors, CPAs, fi nancial planners, elder law attorneys, service clubs and uni-

versity groups, and is a member of the National Reverse Mortgage Lenders 

Association. John is the coauthor of Reverse Mortgages For Dummies.

01_345467-ffirs.indd   iv01_345467-ffirs.indd   iv 9/25/08   10:58:20 PM9/25/08   10:58:20 PM



Sarah Glendon Lyons is a San Diego-based writer with a diverse portfolio 

of housing-industry experience. She holds a B.A. in English Language and 

Literature from the University of Arizona and studied at Australia’s University 

of Wollongong before joining Hanley Wood LLC, publishers of over 75 con-

sumer home magazines. As an editor for Pfi ngsten Publishing’s Mortgage 
Originator magazine, she has written hundreds of articles for mortgage pro-

fessionals. Although she has developed a wide scope of lending insight, her 

particular expertise is in the reverse mortgage fi eld. Sarah offers reverse 

mortgage information to originators and consumers around the country. Her 

perspective as an unbiased researcher and consultant allows her to provide 

readers with both the benefi ts and challenges of reverse mortgages. Sarah is 

the coauthor of Reverse Mortgages For Dummies.

Margaret A. Munro, EA, is a tax consultant/advisor/writer/lecturer with 

over 30 years of experience in various areas of fi nance and taxation. She is 

an enrolled agent, licensed by the federal government to represent clients 

in the areas of tax and tax-related issues. She currently operates a widely 

diverse private practice that specializes in the fi nancial concerns of families 

with school-age children, a group that is near and dear to her heart. She is a 

graduate of The Johns Hopkins University and has also attended University 

College Cork and the Pontifi cal Institute of Mediaeval Studies in Toronto. 

Peggy is the author of 529 & Other College Savings Plans For Dummies and 

Estate and Trust Administration For Dummies.

Brenda Watson Newmann is a writer and editor dedicated to helping ordi-

nary folks understand complicated topics. She was in charge of editorial 

content for the mPower Cafe, a leading educational Web site for retirement 

investors. Under her direction, the site won accolades including Forbes maga-

zine’s “Best of the Web.” Brenda keeps attuned to the concerns of 401(k) 

investors through the emails she receives regularly from readers. She fre-

quently writes articles on retirement investing and has been interviewed by 

media outlets, such as USA Today and Investor’s Business Daily. Brenda began 

her writing career with The Associated Pres, and was a foreign correspon-

dent in Germany and Switzerland. She is a graduate of Stanford University 

and the Johns Hopkins University School of Advanced International Studies. 

Brenda is the coauthor of 401(k)s For Dummies.

Mary Reed is a personal fi nance writer who has coauthored or ghostwrit-

ten numerous books on topics related to consumer money matters and legal 

rights. Mary has also written for the magazines Good Housekeeping, Home 
Offi ce Computing, and Small Business Computing and she has ghostwritten 

01_345467-ffirs.indd   v01_345467-ffirs.indd   v 9/25/08   10:58:20 PM9/25/08   10:58:20 PM



numerous articles that have appeared in national and local publications. 

She is the owner of Mary Reed Public Relations, an Austin, Texas-based fi rm 

that provides public relations services to a wide variety of clients, including 

authors, publishers, attorneys, fi nancial planners, healthcare professionals, 

retailers, hotels, restaurants, and nonprofi ts. She received her MBA from 

Boston University and her BA from Trinity University in Washington, DC. 

Mary is the coauthor of Managing Debt For Dummies.

Jordan S. Simon is vice president of asset management at Venture West, 

Inc., a Tucson, Arizona-based investment fi rm, where he has worked since 

1988. Jordan focuses on real estate investments. He received his BA from the 

University of Arizona and his MBA from the University of Southern California, 

where he was the recipient of the Quon Award for outstanding university and 

community service. He is the coauthor of The Computer Professional’s Guide 
to Effective Communications and Estate Planning For Dummies.

Kathleen Sindell, PhD, is the author of numerous books on investing 

and Internet topics. She was contributing author to the Encyclopedia of 
Computer Science and online investing columnist for Investor Direct magazine. 

Dr. Sindell is an expert on electronic commerce and is an adjunct faculty 

member at The Johns Hopkins University MBA program. She is the former 

Associate Director of the Financial Management and Commercial Real Estate 

Programs for the University of Maryland, University College Graduate School 

of Management & Technology. She received her BA in Business from Antioch 

University, an MBA. in Finance from the California State University at San 

Jose, and a PhD in Administration and Management from Walden University, 

Institute for Advanced Studies. Dr. Sindell is the author of Managing Your 
Money Online For Dummies.

Deborah Taylor-Hough has been living the frugal lifestyle most of her life. 

Deborah is the editor/publisher of the Simple Times Newsletter, an email 

publication reaching tens of thousands of subscribers since 1998. She has 

authored several books on frugal living topics and has been featured exten-

sively in television, radio, and print media throughout the United States 

and Canada. She frequently conducts workshops on frugal living, volun-

tary simplicity, and assorted homemaking topics for conferences, retreats, 

women’s groups, and church functions. Debi is the author of Frugal Living For 
Dummies.

John Ventura is a best-selling author and board-certifi ed bankruptcy attor-

ney. He is also adjunct professor at the University of Houston Law School 

and Director of the Texas Consumer Complaint Center at the Law School. 

01_345467-ffirs.indd   vi01_345467-ffirs.indd   vi 9/25/08   10:58:20 PM9/25/08   10:58:20 PM



John earned his JD degree from the University of Houston Law School. Later, 

he and a partner established a law fi rm in Texas, building it into one of the 

most successful consumer bankruptcy fi rms in the state. He subsequently 

began a successful consumer law fi rm in South Texas. He is also a regular 

speaker at law conferences around the country and serves on the Bankruptcy 

Council for the Texas Bar Association. John is the author of numerous books 

on consumer and small business legal matters, including Managing Debt For 
Dummies.

01_345467-ffirs.indd   vii01_345467-ffirs.indd   vii 9/25/08   10:58:20 PM9/25/08   10:58:20 PM



Publisher’s Acknowledgments

We’re proud of this book; please send us your comments through our Dummies online registration 

form located at www.dummies.com/register/.

Some of the people who helped bring this book to market include the following:

Acquisitions, Editorial, and 

Media Development

Project Editor: Corbin Collins

Acquisitions Editor: Tracy Boggier

Copy Editor: Krista Hansing

Assistant Editor: Erin Calligan Mooney

Technical Editor: Brian Richman

Senior Editorial Manager: Jennifer Ehrlich

Editorial Supervisor and Reprint Editor: 

Carmen Krikorian

Editorial Assistants: Joe Niesen, David Lutton

Cover Photo: © Creatas Images

Cartoons: Rich Tennant 

(www.the5thwave.com)

Composition Services

Project Coordinator: Katherine Key

Layout and Graphics: Carl Byers, 

Jennifer Mayberry

Proofreaders: Melissa D. Buddendeck, 

Dwight Ramsey

Indexer: Sharon Shock

Publishing and Editorial for Consumer Dummies

Diane Graves Steele, Vice President and Publisher, Consumer Dummies

Joyce Pepple, Acquisitions Director, Consumer Dummies

Kristin Ferguson-Wagstaffe, Product Development Director, Consumer Dummies

Ensley Eikenburg, Associate Publisher, Travel 

Kelly Regan, Editorial Director, Travel

Publishing for Technology Dummies

Andy Cummings, Vice President and Publisher, Dummies Technology/General User

Composition Services

Gerry Fahey, Vice President of Production Services

Debbie Stailey, Director of Composition Services

01_345467-ffirs.indd   viii01_345467-ffirs.indd   viii 9/25/08   10:58:20 PM9/25/08   10:58:20 PM



Contents at a Glance
Introduction ................................................................ 1

Book I: Taking Charge of Your Finances......................... 7
Chapter 1: Assessing Where You Are Financially .......................................................... 9

Chapter 2: Improving Your Relationship with Money ................................................ 27

Chapter 3: Building and Sticking to a Budget ............................................................... 45

Chapter 4: Cutting Spending and Boosting Income .................................................... 61

Chapter 5: Fixing Up Your Credit Report...................................................................... 81

Book II: Managing Home and Personal Finances .......... 97
Chapter 1: Running a Money-Smart Household ........................................................... 99

Chapter 2: Home Ownership and Choosing the Right Mortgage ............................. 123

Chapter 3: Avoiding Foreclosure ................................................................................. 139

Chapter 4: Keeping a Lid on Medical Costs ................................................................ 153

Chapter 5: Using the Internet to Help Manage Your Finances ................................. 177

Book III: Dealing with Debt ...................................... 189
Chapter 1: Tackling What You Owe ............................................................................. 191

Chapter 2: Understanding How Credit Works ............................................................ 203

Chapter 3: Consolidating Your Debts .......................................................................... 215

Chapter 4: Negotiating with Creditors and Getting Help .......................................... 227

Chapter 5: Considering Bankruptcy ............................................................................ 247

Book IV: Saving and Investing .................................. 265
Chapter 1: Becoming a Saver........................................................................................ 267

Chapter 2: Investing in Stocks, Bonds, and Mutual Funds ....................................... 281

Chapter 3: Saving for Retirement ................................................................................. 301

Chapter 4: Saving for College ....................................................................................... 319

Chapter 5: Working with an Online Broker................................................................. 333

Book V: Protecting Your Money and Assets ................ 347
Chapter 1: Combating Identity Theft ........................................................................... 349

Chapter 2: Online Banking ............................................................................................ 369

Chapter 3: Homeowner’s Insurance ............................................................................ 381

02_345467-ftoc.indd   ix02_345467-ftoc.indd   ix 9/25/08   10:58:45 PM9/25/08   10:58:45 PM



Chapter 4: Auto Insurance Basics ................................................................................ 401

Chapter 5: Buying Life Insurance ................................................................................. 417

Chapter 6: Dealing with the Tax Man .......................................................................... 445

Book VI: Retiring Comfortably .................................. 473
Chapter 1: 401(k) and 403(b) Retirement Investing .................................................. 475

Chapter 2: Retiring Your Way: IRAs............................................................................. 495

Chapter 3: Paychecks from Your House: Reverse Mortgages .................................. 509

Chapter 4: Managing Money in Retirement ................................................................ 523

Chapter 5: Online Retirement Planning ...................................................................... 541

Book VII: Planning Your Estate and Will ................... 557
Chapter 1: Fundamentals of Estate Planning.............................................................. 559

Chapter 2: Where There’s a Will .................................................................................. 579

Chapter 3: Limitations of Wills: What You Can and Can’t Do .................................. 597

Chapter 4: Estate Planning Online ............................................................................... 611

Chapter 5: Taking Care of Aging Parents with Durable Power of Attorney ............ 627

Index ...................................................................... 639

02_345467-ftoc.indd   x02_345467-ftoc.indd   x 9/25/08   10:58:45 PM9/25/08   10:58:45 PM



Table of Contents
Introduction ................................................................. 1

Foolish Assumptions ....................................................................................... 2

How This Book Is Organized .......................................................................... 2

Icons Used in This Book ................................................................................. 6

Where to Go from Here ................................................................................... 6

Book I: Taking Charge of Your Finances ......................... 7

Chapter 1: Assessing Where You Are Financially . . . . . . . . . . . . . . . . . .9
Some Preliminary Questions ........................................................................ 10

Your Relationship with Money .................................................................... 10

Checking Out Your Credit Reports .............................................................. 11

Finding Out Your FICO Score ....................................................................... 13

Comparing Spending and Income ................................................................ 14

Assessing Your Spending Habits ................................................................. 19

Cataloging What You Own ............................................................................ 21

Adding Up What You Owe ............................................................................ 23

Chapter 2: Improving Your Relationship with Money  . . . . . . . . . . . . . .27
Working with Your Partner to Achieve Financial Goals ........................... 28

Believing in Yourself ..................................................................................... 34

Handling Setbacks ......................................................................................... 36

Asking for Help ............................................................................................... 38

Digging Out of Debt ....................................................................................... 39

Budgeting for the Future ............................................................................... 41

Chapter 3: Building and Sticking to a Budget. . . . . . . . . . . . . . . . . . . . .45
Comparing Monthly Spending and Income ................................................ 46

Tackling a Budget Defi cit .............................................................................. 50

Paying the Important Stuff If You Can’t Pay Everything ........................... 53

Examining a Budget Surplus ......................................................................... 55

Finalizing and Sticking to Your Budget ....................................................... 56

Chapter 4: Cutting Spending and Boosting Income. . . . . . . . . . . . . . . .61
Finding Ways to Spend Less ......................................................................... 61

Bringing in More Bucks ................................................................................. 73

02_345467-ftoc.indd   xi02_345467-ftoc.indd   xi 9/25/08   10:58:46 PM9/25/08   10:58:46 PM



Managing Your Money All-in-One For Dummies xii
Chapter 5: Fixing Up Your Credit Report  . . . . . . . . . . . . . . . . . . . . . . . . .81

Understanding Why a Credit Report Is Important .................................... 81

What Is a Credit Report, Anyway? ............................................................... 83

Understanding How Bad Stuff Gets in Your Credit Report ...................... 86

Deciphering Your Credit Score .................................................................... 90

Examining Specialized Credit Bureaus ....................................................... 93

Book II: Managing Home and Personal Finances ........... 97

Chapter 1: Running a Money-Smart Household  . . . . . . . . . . . . . . . . . . .99
Reaching Out to Touch Someone ................................................................ 99

Saving on Climate Control .......................................................................... 101

Cutting Back on Electricity and Gas Use .................................................. 106

Trash Talk: Controlling Garbage Costs ..................................................... 108

Reducing Television and Cable Expenses ................................................ 110

Cutting Down on Water Use ....................................................................... 110

Keeping a Ceiling on Housing Budgets ..................................................... 111

Cutting Transportation Costs .................................................................... 115

Purchasing Appliances ............................................................................... 120

Chapter 2: Home Ownership and Choosing the Right Mortgage. . . .123
Mortgage Basics ........................................................................................... 124

Assessing Your Financial Situation ........................................................... 125

Is a Fixed-Rate Mortgage in Your Future? ................................................. 130

Adjusting to an Adjustable-Rate Loan ....................................................... 133

Deciding What Loan Is Best for You .......................................................... 136

Chapter 3: Avoiding Foreclosure . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .139
Understanding That Mortgages Are a Different Credit Animal .............. 140

Alternatives to Going Down with the Ship ............................................... 147

Dealing with Defi ciencies ............................................................................ 151

Chapter 4: Keeping a Lid on Medical Costs. . . . . . . . . . . . . . . . . . . . . .153
Saving on Medical Expenses ...................................................................... 153

Discovering What Makes a Great Health Insurance Plan ....................... 155

Deciding Between Individual and Group .................................................. 156

Saving Money on Individual Coverage ...................................................... 158

Coping with Health Insurance Problems .................................................. 161

Taking Decisive Action ............................................................................... 172

Chapter 5: Using the Internet to Help Manage Your Finances. . . . . .177
Giving Yourself an Online Financial Makeover ........................................ 178

Using the Internet to Budget ...................................................................... 180

Finding Online Resources to Track Your Income and Expenses ........... 183

Using the Internet to Get Free Financial Advice ...................................... 185

Finding Out What You’re Worth ................................................................ 186

02_345467-ftoc.indd   xii02_345467-ftoc.indd   xii 9/25/08   10:58:46 PM9/25/08   10:58:46 PM



xiii Table of Contents

Book III: Dealing with Debt ....................................... 189

Chapter 1: Tackling What You Owe  . . . . . . . . . . . . . . . . . . . . . . . . . . . .191
Taking Stock of Your Finances ................................................................... 192

Using a Budget to Get Out of Debt ............................................................ 193

Taking the Right Steps When You Have Too Much Debt ....................... 194

Handling Debt Collectors ............................................................................ 196

Getting a Financial Education .................................................................... 198

Chapter 2: Understanding How Credit Works. . . . . . . . . . . . . . . . . . . .203
Defi ning Credit: Spending Tomorrow’s Money Today ............................ 204

Meeting the Cast of Characters in the Credit Story ................................ 206

Understanding the Consequences of Bad Credit .................................... 208

Dealing with a Thin Credit File ................................................................... 211

Identity Theft: The Crime That Turns Good Credit Bad ......................... 213

Chapter 3: Consolidating Your Debts  . . . . . . . . . . . . . . . . . . . . . . . . . . .215
Knowing When Debt Consolidation Makes Sense ................................... 215

Considering Your Options .......................................................................... 216

Avoiding Dangerous Debt-Consolidation Possibilities ........................... 226

Chapter 4: Negotiating with Creditors and Getting Help  . . . . . . . . . .227
Getting Ready to Negotiate ........................................................................ 228

Getting Down to Business: Contacting Creditors .................................... 232

Making the Agreement Offi cial: Putting It in Writing .............................. 234

Knowing the Deal with Credit Counseling ................................................ 235

Finding a Reputable Credit Counseling Agency ....................................... 236

Working with a Credit Counselor .............................................................. 240

Avoiding Debt Settlement Firms ................................................................ 243

Getting Relief If You Get Ripped Off .......................................................... 244

Chapter 5: Considering Bankruptcy  . . . . . . . . . . . . . . . . . . . . . . . . . . . .247
Viewing Bankruptcy in a Historical Context ............................................ 248

Debunking Bankruptcy Myths ................................................................... 250

Understanding What You Can Gain Through Bankruptcy ..................... 253

Knowing What You Can Lose in Bankruptcy ........................................... 258

Considering Alternatives to Bankruptcy .................................................. 259

Introducing the Different Types of Personal Bankruptcy ...................... 260

Weighing the Consequences of Not Filing Bankruptcy ........................... 261

Using the Statute of Limitations ................................................................ 263

02_345467-ftoc.indd   xiii02_345467-ftoc.indd   xiii 9/25/08   10:58:46 PM9/25/08   10:58:46 PM



Managing Your Money All-in-One For Dummies xiv
Book IV: Saving and Investing ................................... 265

Chapter 1: Becoming a Saver . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .267
Eliminating Most of the Fat ........................................................................ 268

Lowering Your Debt .................................................................................... 270

Trimming Other Costs ................................................................................ 272

Changing Your Perspective and Watching Your Savings Grow ............. 272

Saving While in Debt ................................................................................... 278

Chapter 2: Investing in Stocks, Bonds, and Mutual Funds . . . . . . . . .281
Stock: Owning a Piece of the Rock ............................................................ 282

Buying Bonds for Fixed Income ................................................................. 286

Mutual Funds: The Power of Many ............................................................ 290

Doing It Your Way Versus Using a Broker ................................................ 293

Five Common Investing Mistakes .............................................................. 296

Chapter 3: Saving for Retirement. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .301
Setting a Target Date for Retirement ........................................................ 302

Calculating the Size of Your Nest Egg ....................................................... 307

Developing a Retirement Savings Plan ..................................................... 311

Chapter 4: Saving for College. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .319
Doing the Numbers ...................................................................................... 320

Exploring Section 529 Plans ....................................................................... 321

Checking Out Coverdell Accounts ............................................................. 322

But Wait! There’s More! .............................................................................. 322

Maximizing Your Savings, Minimizing Your Tax ..................................... 324

Checking Out the Cost of College .............................................................. 325

Looking into the Costs of Various Types of Schools .............................. 329

Chapter 5: Working with an Online Broker . . . . . . . . . . . . . . . . . . . . . .333
Sorting Them Out: Selecting an Online Broker ........................................ 334

Opening Your Online Brokerage Account ................................................ 341

Ready, Set, Go! Making Your First Online Trade ..................................... 342

Knowing When to Hold and When to Fold ............................................... 345

Book V: Protecting Your Money and Assets ................. 347

Chapter 1: Combating Identity Theft  . . . . . . . . . . . . . . . . . . . . . . . . . . . .349
Protecting Yourself from Identity Thieves ............................................... 350

Spotting Identify Theft When It Happens ................................................. 357

When Identity Theft Happens to You ....................................................... 360

Accessing Credit after Identity Theft ........................................................ 365

02_345467-ftoc.indd   xiv02_345467-ftoc.indd   xiv 9/25/08   10:58:46 PM9/25/08   10:58:46 PM



xv Table of Contents

Chapter 2: Online Banking  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .369
Online and Traditional Banks .................................................................... 369

Accounting for Your Accounts .................................................................. 371

Choosing an Online Bank That’s Right for You ....................................... 373

Remote banking and your cell phone ....................................................... 379

Opening Your Online Bank Account ......................................................... 379

Chapter 3: Homeowner’s Insurance  . . . . . . . . . . . . . . . . . . . . . . . . . . . .381
Introducing the Six Parts of a Homeowner’s Policy ................................ 381

Choosing the Right Homeowner’s Property Coverages ......................... 389

Establishing Property Coverage Limits .................................................... 392

Documenting Your Claim ............................................................................ 397

Chapter 4: Auto Insurance Basics. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .401
Managing Your Lawsuit Risks .................................................................... 401

Insuring Your Personal Injuries ................................................................. 407

Dealing with Damage to Your Vehicle ....................................................... 411

Evaluating Road Service and Car Rental Coverages ............................... 416

Chapter 5: Buying Life Insurance  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .417
Assessing the Need ..................................................................................... 417

Determining How Much Coverage You Need ........................................... 419

Speaking the Language ............................................................................... 421

Understanding the Types of Life Insurance ............................................. 423

Understanding the Variations of Permanent Life Insurance .................. 425

Understanding the Variations of Term Life Insurance ........................... 431

Making Your Choice .................................................................................... 435

Evaluating Life Insurance Sources ............................................................. 436

Debunking Myths and Mistakes ................................................................. 440

Chapter 6: Dealing with the Tax Man. . . . . . . . . . . . . . . . . . . . . . . . . . .445
Filing Federal Taxes ..................................................................................... 445

Filing State Taxes ......................................................................................... 447

Coming Up with Deductions ....................................................................... 448

Avoiding Tax Mistakes ................................................................................ 450

Facing the Dreaded Audit ........................................................................... 451

What Can Happen If You Don’t Pay on Time ............................................ 454

Coping with Interest and Penalties ........................................................... 463

Dealing with Liens and Levies for Past-Due Taxes .................................. 464

Getting Help .................................................................................................. 469

02_345467-ftoc.indd   xv02_345467-ftoc.indd   xv 9/25/08   10:58:46 PM9/25/08   10:58:46 PM



Managing Your Money All-in-One For Dummies xvi
Book VI: Retiring Comfortably ................................... 473

Chapter 1: 401(k) and 403(b) Retirement Investing . . . . . . . . . . . . . . . .475
What a 401(k) Does for You ....................................................................... 476

Saving Without Tears .................................................................................. 479

Taking Your Savings with You When You Change Jobs ......................... 480

Letting the Pros Work for You ................................................................... 480

Buying More When Prices Are Low ........................................................... 481

Improving Your Chances of an Ideal Retirement .................................... 481

Protecting Your Money ............................................................................... 482

Watching Out for Potential Pitfalls ............................................................ 484

Telling the Employer’s Point of View ........................................................ 486

403(b): Different Name, Same Tax Breaks ................................................ 486

Stashing Away as Much as You Can: Contribution Info .......................... 487

Trekking Through Your Investment Options ........................................... 488

Withdrawing Money: Watch Out for That Fee! ........................................ 489

Taking Your 403(b) on the Road ............................................................... 490

Understanding ERISA Versus  Non-ERISA 403(b) Plans .......................... 490

Finding Out Rules for Church Plans .......................................................... 492

Chapter 2: Retiring Your Way: IRAs  . . . . . . . . . . . . . . . . . . . . . . . . . . . .495
Why an IRA? ................................................................................................. 496

The ABCs of IRAs ......................................................................................... 497

Traditional IRAs ........................................................................................... 503

Roth IRAs: The New Kid in Town ............................................................... 505

Rolling Over Your IRA ................................................................................. 506

Making the Most of Your IRA ..................................................................... 506

Chapter 3: Paychecks from Your House: Reverse Mortgages . . . . . .509
Understanding Reverse Mortgages ........................................................... 509

Choosing a Loan Product ........................................................................... 514

Figuring Out the People in Your Mortgage ............................................... 515

Getting Paid .................................................................................................. 519

Chapter 4: Managing Money in Retirement. . . . . . . . . . . . . . . . . . . . . .523
Decisions, Decisions: What to Dowith Your 401(k) Money .................... 524

Paying Uncle Sam His Due: Required Withdrawals ................................. 527

Strategizing to Deal with the Tax Man ...................................................... 529

Managing Investments in Retirement ....................................................... 531

Managing Risk and Maximizing Return ..................................................... 533

Living within Your Means for Life ............................................................. 535

Generating Predictable Income ................................................................. 537

Chapter 5: Online Retirement Planning  . . . . . . . . . . . . . . . . . . . . . . . . .541
Pop Quiz: How Ready Are You for Retirement? ....................................... 542

Developing a Retirement Plan .................................................................... 543

Using the Internet to Determine How Much You Need to Live On ....... 546

Saving for Retirement .................................................................................. 551

02_345467-ftoc.indd   xvi02_345467-ftoc.indd   xvi 9/25/08   10:58:46 PM9/25/08   10:58:46 PM



xvii Table of Contents

Book VII: Planning Your Estate and Will .................... 557

Chapter 1: Fundamentals of Estate Planning. . . . . . . . . . . . . . . . . . . . .559
What Is an Estate? ....................................................................................... 560

Why You Need to Plan Your Estate ........................................................... 566

Why Your Estate-Planning Goals Differ from Your Neighbors’ ............. 568

The Critical Path Method to Planning Your Estate ................................. 570

Getting Help with Your Estate Planning ................................................... 572

Chapter 2: Where There’s a Will . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .579
Planning for Your Will ................................................................................. 580

Getting to Know the Different Types of Wills ........................................... 581

Choosing Your Will’s Contents .................................................................. 584

Safeguarding Your Will ............................................................................... 590

Changing, Amending, and Revoking Your Will ........................................ 591

Protecting Your Loved Ones from Your Unloved Ones ......................... 593

Figuring Out Your Will Status .................................................................... 594

Chapter 3: Limitations of Wills: What You Can and Can’t Do. . . . . . .597
Making Your Peace with Statutes That Affect Your Will ........................ 597

Identifying Statutes That Your Will Can Change ..................................... 598

Living (And Dying) with the Laws That Your Will Can’t Change ........... 604

Chapter 4: Estate Planning Online. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .611
Calculating Your Estate’s Value Online .................................................... 611

Understanding Wills and Trusts ................................................................ 612

Getting the Basics of Trusts ....................................................................... 615

Trusting in Living Trust to Avoid Probate ............................................... 616

Joint Tenancy and Benefi ciary Arrangements ......................................... 618

Customizing Estate Planning for All Ages ................................................. 621

Selecting an Estate Planner ........................................................................ 624

Preparing to Meet Your Estate Planner .................................................... 625

Chapter 5: Taking Care of Aging Parents 
with Durable Power of Attorney  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .627

Understanding Power of Attorney ............................................................. 627

Determining Necessity ................................................................................ 630

Finding an Elder Law Attorney .................................................................. 633

Using a Living Trust as an Alternative ...................................................... 636

Index ....................................................................... 639

02_345467-ftoc.indd   xvii02_345467-ftoc.indd   xvii 9/25/08   10:58:46 PM9/25/08   10:58:46 PM



Managing Your Money All-in-One For Dummies xviii

02_345467-ftoc.indd   xviii02_345467-ftoc.indd   xviii 9/25/08   10:58:46 PM9/25/08   10:58:46 PM



Introduction

Welcome to Managing Your Money All-in-One For Dummies, a big one-

stop shop designed to help you get control over your financial life!

This book tackles a lot of big topics, but we’ve tried to keep things simple, 

clear, and to-the-point. We’ve culled the best, juiciest information from a 

good sampling of For Dummies books on personal finance and compiled them 

into one fat volume. It’s absolutely packed with easy-to-grasp advice on all 

things having to do with managing your money. Whether you’re a home-

maker, truck driver, burger flipper, or CEO — whether you’re interviewing for 

your first job or you retired ten years ago — we bet you’ll find scads of great 

tips and sound advice in these pages that will help you get a handle on every-

thing from your credit cards to your health insurance, from your groceries to 

your taxes to your will.

If it has something to do with your personal relationship to your own money, 

it’s a good bet we talk about it in this book. Managing Your Money All-in-
One For Dummies offers money-management and personal-finance tips to 

help assess your true financial situation and take charge of your economic 

life. You’ll find information on getting the best mortgage, saving for the 

future (whether for college or retirement), paying off debt, scaling back on 

expenses, managing home and personal budgets, repairing and improving 

your credit rating, planning an estate, banking online, saving and investing, 

and protecting your money and other assets.

The facts on the ground aren’t pretty at the moment. Real wages have been 

stagnant or declining for nearly 40 years in America. And in the current cli-

mate of economic uncertainty, skyrocketing home foreclosures, job cuts, 

bank failures, and unaffordable health insurance, many people feel more pow-

erless than ever against mighty and faceless institutions that seem designed 

for nothing but to confuse and rip off. We’re here to tell you: It doesn’t have to 
be that way. By doing a little homework and taking a renewed interest in your 

own situation, you can reclaim many rights and advantages you probably 

didn’t know you had.

If information is power, then this book is like a gigantic supervitamin.
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2 Managing Your Money All-in-One For Dummies 

Foolish Assumptions
In order to shovel so much material on such a wide variety of topics into a 

single book that’s actually helpful and inviting, we make a few assumptions 

about you, the reader. See whether one or more of these shoes fit:

 � You can’t seem to get out from under credit card debt.

 � You’d like to find ways to spend less money, but the idea of sitting down 

and setting up a budget makes you feel slightly ill.

 � You’ve heard about how great it is to save for retirement in an IRA or 

401(k), but the whole concept seems too complicated to deal with.

 � When tax time rolls around, you feel frightened and uncertain.

 � You can’t seem to keep up with mounting bills and wonder where in the 

world your paycheck goes every month.

 � You worry that you’ll ever be able to afford college for your kids.

 � You have a vague feeling that you should probably have certain kinds of 

insurance, but what they might be is a mystery.

 � You have health problems and are afraid they are going to end up bank-

rupting you.

If we’ve hit the mark with any (or, God forbid, all) of these descriptions, this 

book is most definitely for you.

How This Book Is Organized
Managing Your Money All-in-One For Dummies is organized so that you can 

easily and quickly access the information you’re looking for. We’ve arranged 

everything into seven “books,” each of which focuses on one aspect of your 

financial life. Without further ado, here’s how it’s all set up:

Book I: Taking Charge of Your Finances
We start at the very beginning and take a good, hard, honest — and yes, per-

haps slightly painful — look at where you are now financially. (Sometimes 

pain leads to something good: Look at surgery, for example, or birth.) The 

chapters here ask that you be truthful with yourself and your habits when 

it comes to handling your own money. Only by seeing what you are actu-

ally, really, and truly doing with your cash now will you be able to make the 
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3 Introduction

most efficient and worthwhile improvements necessary to turn around your 

finances.

Before you know it you’ll be tracking where your hard-earned dollars go, 

easily maintaining a household budget, trimming away unnecessary spend-

ing, finding ways to make extra money, and even tackling that ugly but impor-

tant beast: your credit report.

Book II: Managing Home and 
Personal Finances
Here is where we delve a bit deeper into how you deal with the money that 

comes in and goes out every month. Your home is your castle, as they say, 

and here is where we explore concrete and detailed ways of turning your 

household into a strong financial fort. In recent years, the American dream 

of owning a home has suffered seriously from the popped housing bubble, 

the housing market slump, the credit crisis, and rising mortgage defaults 

nationwide. That’s why it’s more important than ever to understand how to 

find and maintain the right kind of mortgage for you and how to avoid trouble 

with it down the road.

Housing is usually the largest piece of your monthly financial pie, but another 

increasingly large slice goes to health insurance and other health-related 

expenses. We devote a whole chapter on health insurance and ways to 

reduce your medical costs. And we address ways of using the greatest infor-

mation tool of all time, the Internet, to help you in your new quest for finan-

cial self-empowerment.

Book III: Dealing with Debt
“In the midst of life we are in debt, et cetera,” sang one of the great bands 

of the 1980s (The Smiths, in case you have to ask), and truer words were 

never spoken. There’s little you can do to totally avoid debt in your life, and 

in some ways that’s not a terrible thing. You may be surprised to learn that 

some debts are a lot better than other debts. What you want to do is reduce 

your “bad” debts before worrying too much about your “good” ones.

The first step is to find out how much you owe and to whom. The next is to 

gain a little knowledge about what exactly credit is and how the different 

types really work. Remember: Knowledge is power. For those in need of a 

little bit more aggressive help credit-wise, we tackle the issues of debt con-

solidation (in which you bundle your debts into fewer payments), negotiat-

ing with creditors (yes, it is possible and in many cases very advisable), and 

seeking professional help from knowledgeable credit counselors who can size 

up your particular situation.
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4 Managing Your Money All-in-One For Dummies 

In the end, it may be that even after all that, you are still saddled with too much 

debt to keep your head above water. In that case, we give you the lowdown 

on whether, when, and how to declare bankruptcy and thereby give yourself a 

fresh start while protecting as much of your assets as possible. There is such a 

thing as a second chance, but if you need it, you need to do it the right way.

Book IV: Saving and Investing
Debt is only one side of the coin. We’ll call it tails. Heads, then, is all about 

keeping some of the money you have worked so hard to earn. It’s amaz-

ing how diligently people will work — only to unthinkingly fritter it away 

and have nothing to show for it at the end of the month. If you’re like most 

people, you have to change your thinking about saving money, and this book 

lays the groundwork for how to become a saver.

There are lots of ways to save money, and some are easier and work out 

better for you than others. The classic and historically most successful 

method is to invest your money in stocks, bonds, and mutual funds, and now 

there are cutting-edge ways of doing that online. We also cover the smartest 

ways to save up for giving the next generation that most important arrow in 

the financial quiver: a college education.

Book V: Protecting Your Money and Assets
Once you do get a grip on your finances and manage to start your nest egg, 

you may notice that your egg attracts predators and has become vulnerable 

to new dangers. One growing danger is that of identity theft, and you need to 

know how to avoid falling prey to those who would use information against 

you in order to take away what’s yours. And where do you keep your money? 

In the bank, right? Well, banking itself has gone through the online revolution, 

and it’s a very good idea to know options and pitfalls in this area.

The main way most people avoid financial disasters in their lives is by buying 

insurance, which (knock on wood) pays things off when bad things happen. 

Besides health insurance, which we cover in Book II, there are three other 

main forms of insuring yourself against catastrophic losses: homeowner’s 

insurance, auto insurance, and life insurance. We tell you what and what not 
to look for in all three categories.

There’s one other “predator” out there that drools over the thought of 

your moolah: That would be the government, which seems to want a piece 
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of everything you do. It’s all very well and good, of course, to pay your 

fair share to enjoy the benefits of living in a modern society, but there’s 

no reason to pay more than that out of ignorance, is there? That’s why we 

include a chapter on how to deal intelligently with your tax bill and how to 

avoid tipping Uncle Sam unnecessarily.

Book VI: Retiring Comfortably
You see yourself laughing with friends on a boat, perhaps, a merrily clinking 

drink in your hand, with a little paper umbrella, recounting stories to cap-

tivated friends? Snapping photos of the Great Pyramid or strolling through 

some exotic, colorful bazaar? Or maybe you’d like to do nothing but play golf 

everyday and lunch in the sun? Well, we hope we’re not the first to tell you 

that Social Security isn’t going to cover that stuff. When it comes to clichés, 

we try to avoid them like the plague, but here’s one that is most definitely 

true: Failing to plan is planning to fail.

To enjoy your Golden Years to their full extent, you absolutely have to pre-

pare for them, and the sooner the better. Fortunately, retirement plans such 

as IRAs, 401(k)s, and 403(b)s are excellent vehicles for doing just that. Also, 

if you’ve been paying off that big house that got you through your full nest 

period, there’s a way to make that house start paying you back: the reverse 

mortgage. The Internet is a great resource in these areas as well.

And once you are retired, that doesn’t mean you can slack off on all the financial 

tricks and skills you’ve gained — or you could very well end up spending your 

“retirement” greeting people at your neighborhood supermegacenter. That’s 

why we have a chapter on great ways of managing your money in retirement.

Book VII: Planning Your Estate and Will
It’s just a fact that even if you follow every piece of advice in this book and 

end up wealthy and happy beyond your wildest dreams, when it comes time 

to head off into the sunset you’ll have to leave your possessions behind. 

What will happen to your estate? Bad things, possibly, if you are careless.

The more you know about preparing for this eventuality, the more control 

you’ll have over what happens to your stuff after you’re gone. Here we give 

you lots of information on the best ways to gain and keep that control. And in 

many cases it’s not just you that you have to worry about, which is why we 

include a chapter on taking care of aging parents.
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Icons Used in This Book
You’ll see a number of funny-looking little graphic elements sprinkled 

throughout this book. Here’s what they are and what they mean:

 Marks concrete tips and tricks that you can put to use in giving you more 

control over your financial life.

 Highlights passages that are good to keep in mind when it comes time to 

make decisions.

 Alerts you to common mistakes that can trip you up and cause trouble when 

managing your money.

 Notifies you that something is a bit more complex than usual, and that you 

can safely skip it if you’re in a hurry or only want to skim the surface of the 

topic.

Where to Go from Here
If you already have a specific interest in one particular area of managing your 

money, or have a sense of what you really need to tackle first, by all means 

flip to the Table of Contents or Index and zip straight to that section. You cer-

tainly are not expected to read this book cover to cover. On the other hand, 

if you’re here because you are well and truly lost when it comes to handling 

your finances, you may as well begin at the beginning with Book I, Chapter 1 

and go from there.

However you end up using this book, we hope you at least gain some insight 

into better and smarter ways of keeping more and wasting less of what you 

work so hard for. And we hope you find the determination to apply some of 

the ideas here to your life. You’ll be very glad you did, we promise. Just keep 

in mind that even in tough times like these, there are a surprising number of 

things you can do to beat the system, even if it seems stacked against you.

The idea is to empower yourself. No one is going to stop you if you try, and 

no one is going to do it for you. So, buck up and steel yourself to look at your 

life more critically and honestly. We all have bad habits. Recognizing them 

is half the battle. Get ready to take charge of your life and get more out of it. 

Good luck! We know you can do it.
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In this book . . .

We ask you to take an unflinching look at your finan-

cial life and your relationship to your own money. 

Don’t be afraid! It’s not like you are going to be that sur-

prised, is it? No, you know deep down approximately how 

bad things are. So why not face them once and for all and 

begin repairing your economic standing? And maybe 

things aren’t quite as bad as you suspect. In the end it’s 

not only financially rewarding to face the music, it’s also a 

tremendous load off your shoulders to feel that you are 

finally doing something about it. There’s a ton of stuff you 

can do immediately to begin improving your finances. So, 

what are you waiting for? Starting at Square One is what 

this book is about.

Here are the contents of Book I at a glance.

Chapter 1: Assessing Where You Are Financially .....................9

Chapter 2: Improving Your Relationship with Money ............27

Chapter 3: Building and Sticking to a Budget ..........................45

Chapter 4: Cutting Spending and Boosting Income ................61

Chapter 5: Fixing Up Your Credit Report .................................81
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Chapter 1

Assessing Where You 
Are Financially

In This Chapter
� Being honest with yourself about money

� Finding out about credit reports and your FICO score

� Comparing your spending to your income

� Figuring out what you own and what you owe

You’ve bought this book, so we assume you’re probably at least a little 

worried — maybe really worried — about your financial health. Perhaps 

your debts have you biting your nails, and you’re not sure what to do about 

them. We doubt you’re reading this book for the fun of it! And you probably 

don’t have a good handle on the true state of your finances. After all, it’s 

human nature to try to avoid bad news.

We understand. Facing financial facts can be unsettling and even scary. 

When you know the state of your finances, it becomes hard to ignore the 

fact that improving your financial situation requires changing your lifestyle 

and making some big sacrifices. But no matter how scary it is, confronting 

the reality of your financial situation is essential — and the good news is that 

seeking out this book is a terrific first step to doing just that.

This chapter begins your next step: figuring out where you are so you know 

where you need to go. Until you come face to face with the actual facts of 

your finances, you may find it impossible to develop the resolve and self-

discipline you need to implement your plan of action. That’s why we begin 

with this series of fact-finding exercises to get you going.

The more bad news you get as you complete these exercises, the more criti-

cal it is that you get serious about dealing with your debts. The sooner you 

do that, the quicker and easier it will be to improve your finances and the 

less likely that your creditors will take some of your assets or that you’ll have 

to file for bankruptcy. So let’s get going!
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10 Book I: Taking Charge of Your Finances 

Some Preliminary Questions
You can get a rough sense of your debt problem by honestly answering the 

following questions. The more “yes” answers, the more work you have to do.

 � Are you clueless about how much you owe your creditors?

 � Over time, is a growing percentage of your household income going 

toward paying your debts?

 � Do you ever pay your bills late because you don’t have enough money?

 � Have you stopped paying some of your debts?

 � Are you paying only the minimum due on some of your credit cards 

because you can’t afford to pay more?

 � Are you using credit and/or credit card cash advances to help pay debts 

and/or your basic living expenses, such as groceries, rent, or utilities?

 � Have you maxed out any of your credit cards, or have any of your cards 

been cancelled for nonpayment?

 � Do you have little or nothing in savings?

 � Have you borrowed money from friends or relatives to pay your bills?

 � Have debt collectors begun calling you, and/or are you receiving threat-

ening notices from some of your creditors?

 � Are you having a hard time concentrating at work because you are wor-

ried about money?

 � Are you losing sleep because of your finances?

 � Have you and your spouse or partner begun to fight about money?

 � Are you drinking more or using illegal drugs to try to cope with your 

money worries?

 � Are you an overspender? According to Debtors Anonymous, most compul-

sive spenders answer “yes” to at least 8 of 15 questions. Go to www.
debtorsanonymous.org/help/questions.htm and take the Debt Quiz.

Your Relationship with Money
You may have the misconception that you are what you buy. You may 

believe on some level that the more you spend, the more successful and 

important you are. Developing that mindset is easy because all of us are con-

stantly bombarded with messages that equate money and stuff with success. 

How often do you see ads promoting frugality, saving, or self-denial? If you’re 

struggling to keep up with the Joneses, you may need to reevaluate your 

friendships. The Joneses may be driving you straight to the poorhouse.
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