Financial Survival in Difficult Times

Introduction

Everyone experiences unpleasant circumstances that are temporary
and beyond our control. These unanticipated events include natural
disasters, medical problems, loss of a job, divorce, etc. We are
caught off guard as the unfortunate event unfolds and can be quickly
overwhelmed. An Emergency Plan is needed NOW!

The purpose of this brochure is to provide a few ideas regarding
emergency support, how to assess the situation, take immediate
action and to establish a recovery plan.

We are fortunate that local municipalities, counties, the State of
Texas, and local private and church organizations have resources
available to assist families during these difficult times. [See p.15]

It is easy to forget during these difficult times that each of us has
resources that we may otherwise take for granted. This is a great
opportunity for family, friends, and church groups to become closer.
Don’t underestimate the power of a support group. At the very
least, we each need someone to talk to, discuss immediate problems
and solutions.

Begin the Process

Temporarily STOP spending money, including paying your bills,
until you can objectively evaluate your situation.
e Your financial resources are limited, make the most of
them. Temporarily stop spending money until you have the
opportunity to list your priorities. Then determine what to pay,
what to buy, and when.

DISCUSS the situation immediately with your spouse, family
member or close friend. Don’t Wait!

e Determine if this is a short-term setback or a serious and
potentially ongoing problem.

Take OWNERSHIP for corrective action. Regardless of the cause
of this difficult situation, YOU are now responsible for finding a
solution.
e You must be committed to making the solution work,
regardless of how painful it may be in the short term.
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“Whatever you ask for in prayer, believe that
you will receive it...” (Mark 11:24)

What Should | Do?

Many emergency situations can ultimately evolve into a financial
crisis. While we cannot adequately address legal, medical, moral or
family implications in this pamphlet, we will try to focus on dealing
with the related financial aspects.

To draw an analogy with handling a medical emergency

1)

2)

3)

Stop the bleeding, get vital signs and determine the
underlying cause(s).

= Stop spending until you assess the situation and
examine the underlying problem(s).

Stabilize the situation. A splint, for example, temporarily
restricts movement to promote healing.

= Avoid financial commitments and spending so as not to
aggravate the financial injury.

Focus on a regimen for rehab and recovery.
=  Develop and implement a plan to make the needed
adjustments to your lifestyle.

Step1 Assessment

Prioritize your needs. Generally that includes:

Water (for drinking, cooking and bathing);

Food; Shelter;

Transportation (particularly when no public transportation exists);
Utilities (phone, electric, natural gas);

Medical (including non- routine;

Clothing (basic necessities);

Savings [or an Emergency Fund];

Entertainment/Recreation



Do not aggravate the situation!

e Do not use credit cards—it will only make the situation
worse. Be careful and aware of risks using debit cards.

e Reduce cash spending. Prohibit impulse buying by all
family members.

e Stay Healthy. Drink lots of water, take medical
prescriptions, eat healthy, maintain good personal hygiene.

Remember, sick parents can’t possibly function at their best,
whether the task at hand involves seeking employment, evaluating
solutions or normal parenting duties. Sick or excessively anxious
children, likewise, are unable to function normally.

Analyze Spending

You must document monthly spending (all expenses) before you
can develop a lasting solution to cash flow problems. An ‘Expense
Checklist’ is available in the back of this pamphlet. Use It!

Many folks believe they can estimate expenses, but may not think of
little things they buy, like morning coffee on the way to work or
soda at the office, which can easily add up to $1,000 per year. Keep
track of your spending for a month or two. You may be amazed
where the money goes. If you are experiencing financial difficulties
you cannot avoid this part of the assessment process. There is no
short cut. You owe it to yourselves and your family to deal with the
facts, not wishful thinking or estimates.

Review spending by all family members, regardless of payment
method (cash, check, debit card or credit card). Although some
families use only cash, tracking expenses can still be done
efficiently if everyone documents their spending each day. These
amounts must then be entered on the Expense Checklist worksheet.
Categories that don’t apply can be ignored. For simplicity, amounts
may be rounded to the nearest dollar.

Sources of Income

After you know how and where you are spending your money,
evaluate your disposable income -- for those employed, this is
income after deduction of payroll and income taxes.



Don’t forget income from other sources such as tax refunds, part
time jobs, financial gifts, contributions from family, friends and
local or state organizations.

The Big Picture

Once you have compiled this information, compare expenses to
income. The Family Planner form at the back of this pamphlet can
be very helpful for this important exercise. At a glance you can see
the amount of income generated versus the money being spent.
Don’t be surprised if expenses exceed income by more than you
anticipated! Negative cash flow is not unusual in a financial crisis
situation. During a financial emergency, it is critical that we
practice a fundamental principle necessary for survival...

SPEND LESS THAN WHAT YOU HAVE

Step 2 Develop a Plan

Getting Started—Reduce your spending Today. You cannot afford
to wait! [See Helpful Ideas later in this pamphlet]

What are the “non-essentials” you are willing to give up in the short
term to resolve your financial crisis? Your income determines the
maximum limit for your spending. Consider generating additional
short-term income from overtime work, a part time job, garage sales
or the sale of large possessions such as furniture or a second vehicle.

Look closely at family spending habits. Be flexible.
Don’t continue to do the same thing and expect different results.

Re-evaluate everything your family does and how you spend your
limited resources. What is really important? Have you confused
Needs with Wants or Desires?

While you are discussing family spending, prepare everyone to
make a mental adjustment to the idea of a temporary change in
living standards. Explain the reason for the change (loss of job,
reduced working hours, medical expenses, overspending etc.) and
remind everyone they must work together to quickly resolve the
cash flow problems. To be successful, it must be a team effort.



Have a Frugal Attitude

Have you noticed that some people are always upbeat despite their
problems? They recognize that their setbacks are not
insurmountable. Try to view your financial problems with that
same attitude. Lasting solutions often require time, patience,
discipline and hard work. The focus of financial solutions should be
toward finding ways of enhancing income, coupled with aggressive
efforts to reduce living expenses. It is your problem to solve,
regardless how it happened. Your actions now will ultimately help
resolve the problem. You cannot control what happened in the
past, but you can control how you respond now.

How to Document Your Financial Crisis

Consolidate Information: The enclosed Expense Checklist form is
a detailed list for all family expenses. Fill it out for the current or
past month. Not all items will apply to you. If you have an item not
listed, just add it to the list. Many people think they will remember
what they spent and they’ll record it later, but that’s not how you
collect good information. You are dealing with your family’s future,
so be thorough. Focus on the facts, not what you anticipate could
happen under ideal circumstances. Be Realistic!

The most important objective here is to get all family members to
discuss their itemized spending each month. List all expenses in
one of the categories or create a new item, if necessary. The goal is
to develop an expenditure list for the family; this is no time to
confront or criticize anyone about the past. Just collect factual
current information.

Hint: The check register or monthly bank statement provides a list
of most expenditures. Don’t forget to allocate “cash” items to one
of the expense categories on the form. If you access bank
information on the internet, check out free programs that categorize
your expenses and provide a monthly list of expenditures.

Finalize Documentation: Transfer all Expense Checklist items to
the Family Planner for the current month. There are fewer
categories in the Family Planner. Combine similar expenses so you
can see the big picture. Then complete an estimate for each category
over the next 3-6 months to determine if the recent cash shortfall
will remain about the same, or get worse?
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The Conclusion: The next step is the most difficult part of the
evaluation. If the Budget tells you there is a shortfall in monthly
cash flow, even if it is only $100, then you must prioritize
payments of all family expenses.

This “forced ranking” or prioritization is absolutely necessary. At
the top of the list are the items to be paid first for necessities
followed by the less critical expenses; perhaps some payments can
be temporarily postponed. You must choose: Is it better to pay the
current electric bill or buy food? Do you repair the car brakes or
buy gas?

If there is only one parent in the family, then a close friend or family
member should be involved during this exercise. Two or more
minds will be more responsive and creative than just one person
who may be overwhelmed with the complexity of the task.

Look carefully at “timing” of cash inflow and outflow. Timing is
critical. If a utility or rent check is presented at the bank but there
are insufficient funds, additional charges will be added by both the
bank and the utility company or landlord. This immediately impacts
your cash flow problem and creditors will probably not accept
future checks. Now a really bad situation has gotten worse.

Reminder: To move toward successfully resolving this financial
crisis, the family must spend less money than it has available.

Step 3 Implement an Action Plan

Balancing cash-in and cash-out is similar to a balanced diet. It
promotes long term financial health.

After evaluating your family spending using the Expense Checklist
and Family Planner forms, you must develop a workable plan to dig
your way out of the financial crisis. It must take into consideration
other sources of income and areas of reduced spending as mentioned
above. The Revised Budget is now your Emergency Plan.

Now it’s time to implement the Emergency Plan. Live by it!
Require all family members to do their part. Reduce expenses for a
short period of time so that you can rise above the emergency
situation. Review action items at least twice a week and make
adjustments as needed. Set a target date when you anticipate the
emergency measures will be successful and you can return to
financial normalcy. Start the countdown.
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Talk to Your Creditors

Now that you have decided on a Plan that includes reduced
spending to fit within your available cash, it’s time to talk with
creditors. Proactive communication with creditors is absolutely
necessary. It is usually best for you to initiate the communication
with creditors. Let them know you have a Plan and explain that
future payments may be smaller than previously agreed, but they
will be paid.

Think over and practice what you are going to say before you
contact them. Explain your general situation, your Plan and
timeframe to repay them. Don’t make promises you cannot keep,
since that damages your credibility and jeopardizes future
arrangements. Try to pay all creditors something each month and
strive to pay more on the smallest debts so that you can show quick
debt reduction.

It may be possible to reduce monthly payments. If you don’t ask,
you probably won’t get the best solution. Arrangements can include
return of merchandise, moratorium or reduction of interest, or a
revised payment schedule.

Perhaps later a compromise settlement can be made. Creditors will
sometimes accept 60-80% of the debt amount in exchange for a
lump sum payment. Be sure the account is marked ‘paid in full’.

Get out and stay out of financial bondage.

“Owe nothing to anyone, except to love one another;”
{Romans 13:8}

No Wishful Thinking

Some folks mistakenly believe that if they pay the monthly
minimum amount, the debt problem will eventually go away. Let’s
look at the facts. Example: $1,000 debt with a $20 monthly
minimum payment at 20% annual interest will take over eight years
to repay the debt. Total payments are estimated at $2,080 or more
than twice the original debt. That old sale item now represents a
significant impairment to your financial health.

Dave Ramsey, a noted author and television host recommends
drastic ‘plastic surgery’. Cut up your credit cards and live within
your means. Get out of debt by paying off small debts first. As
those small accounts are repaid, apply the allocated funds to larger
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credit accounts. The primary goal is to break spending habits of the
past which may have caused or aggravated your financial crisis.

Other approaches that may make sense are to pay off the accounts
with the highest interest rates first and/or to focus on the largest
debts first. These methods generally reduce interest expense quickly
but may not address the psychological dependency on credit.
Regardless of which payment method is used, it is important to pay
something on each account every month.

As the Action Plan is put in motion, your debt load will diminish
and you can begin to build a cash reserve, a Rainy Day Fund or
Emergency Fund, to plan for contingencies. As your financial
focus changes to the future instead of addressing recurring financial
problems, you can enjoy life more fully and save for a more secure
future. An Emergency Fund also provides peace of mind.

Lord, guide us to be good stewards of all you have provided.

Summary of Action Items

Regardless of how or why this crisis developed, the parent(s) must

take ownership for the solution. You may need advice and
counsel, but ultimately the resolution must rest with the parent(s).

The family must learn and practice better living habits to reach their
immediate goal of resolving the Financial Crisis.

Once the amount of the cash shortfall is determined, the family must
go into “survival” mode and take Immediate Action—do not
delay. Time is not on your side.

o Immediately halt all discretionary spending

e Conserve cash, purchase only necessities

e Do not use credit cards

e Be cautious using debit cards or authorizing creditors to
directly charge your bank account. Fraudulent transactions
and billing errors are increasing.

e Assign specific actions for each member of the family (and
follow up at least twice a week).

e Contact state and local assistance groups for temporary
financial assistance (food, utilities, rent and medical
expenses). Start Early. It takes time to collect documents,
complete forms and meet with the agency for assistance.



e Contact family, friends and churches which may provide
temporary assistance faster than state or municipal groups.
e Implement your Action Plan immediately.

Other Areas that Require Attention

#Working parents with small children and teenagers must keep
track of after school activities. Cell phone contact is not enough!
‘Latch key kids’ require adult supervision. Make prior arrangements
with adult friends, neighbors or family members to supervise them
or verify their location and activities.

#Social Media is a growing area of concern. Parents should be
aware of children and teenager activity on cell phones and the
internet. Risks include unexpected financial charges, predator
contact, and inappropriate communication on popular sites
(facebook, twitter etc).

Remember, you are not alone.

“Have no anxiety at all, but in everything, by prayer and petition,
with thanksgiving, let your requests be known ro God.”
{Philippians 4:6}

After the Emergency is Over

Those of us who successfully overcome a financial crisis have a
renewed perspective and an appreciation for living within our
means. We must anticipate those unexpected emergencies that will
come along. Increase the size of your Emergency Fund. The
general concepts of future survival are:

Be financially responsible
Live within your means
Plan for the future

Enjoy Life

Be thankful

The long term goal is to get out of debt. While kids are at home,
most of us have car payments and home mortgages. But as we
become empty nesters, plan to pay off all debt before retirement.
What is your long term plan?

The Boy Scout motto provides a starting point, “Be Prepared”.
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There are several sources providing financial guidance in books, on
public television and business channels, and on the internet (search
Personal Finance, Money Management and Debt Reduction).
Books are available at the public library and at discount book stores.
You don’t need the latest edition since the fundamental concepts
don’t change, so focus on how the topics apply to your situation.

Suze Orman, author and television personality, reminds us to take
charge of our own personal finances. Her books include Women &
Money, Nine Steps to Financial Freedom and Suze Orman’s Action
Plan. She also hosts public television programs and the weekly
Suze Orman Show. Suze focuses on long term financial issues
including estate planning. {www.suzeorman.com}

Dave Ramsey is a television personality. His books Financial
Peace Revisited and Total Money Makeover are best sellers. The
Dave Ramsey Show can be found on several networks. A 9 week
interactive course through his Financial Peace University is on the
Internet and at local churches. Dave’s primary focus is reducing
debt and living within your financial means. He stresses the “Seven
Baby Steps”. {www.daveramsey.com}

Crown Financial Ministries is another good educational source. It
offers True Financial Freedom classes using specific tools including
a 7 Step Money Map program. {www.crown.org}

Find an upbeat resource which helps you to reorient your thinking.
Television programs or books from personalities like Zig Ziglar or
Joel Osteen can be inspirational. They can help provide a new
outlook for dealing with day-to-day challenges. Regardless of
current problems, we can improve our situation one step at a time.
As the saying goes, “Bloom Where You Are Planted”

“Rejoice always. Pray without ceasing. In all circumstances give
thanks...” {1 Thessalonians 5:16-18}

God Bless You and Your Family
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Helpful Ideas

Cut Your Expenses

Listening to TV commercials and believing that convenience items have
suddenly become a necessity can be expensive. That morning cup of
coffee on the way to work can accumulate to $1,000/year. Brewing your
own coffee at home probably costs less than $120/year. Cigarettes and
soft drinks are even more expensive.

Careful reduction or elimination of a few every day expenses can add up to
large annual savings. A few cost-cutting ideas are provided below. This is
not a comprehensive list, but it may provide useful ideas that can be applied
to your situation.

Water is critical to life, but bottled water is an expensive convenience and a
luxury. Clean tap water is inexpensive and readily available, so use your
own container when away from home and save more money.

Don’t waste water. Dripping faucets, running toilets and long showers
increase the water bill. Run only full loads in the washing machine. Try the
cold or warm water cycle to save even more. Hand washing dishes in a
plastic tub in the sink instead of using a dishwasher can be cost effective,
but don’t leave the water running when rinsing dishes.

Food is available in Collin and Denton Counties for emergency situations.
Several food pantries are available at no cost or for a small charge. (See
partial list at back of this pamphlet) By using other resources, money
typically used for food can be redirected to other living expenses which can
help reduce the severity of your financial crisis. Don’t forget Texas SNAPS

program. Www.yourtexasbenefits.com

Shop for food only a couple of times a month. Look for SALES. Buy the
large size canned goods and focus on seasonal foods when possible. Be
flexible, but buy only basic foods...no impulse items, deli meats, sodas or
fancy snacks. Treat the family occasionally, but remember that
convenience foods are expensive. Use coupons or buy store specials
whenever possible. Save money, take your own lunch to work or school.

Safe Shelter is a critical component of family life. Unfortunately the
“‘American Dream” of owning your own home sometimes becomes the
“American Nightmare” for many. Home ownership can be the largest
monthly expenditure for a family and there is no guarantee that future value
of a home will increase. Frankly, owning a home with a mortgage can be
expensive. Maintenance, repairs, insurance and real estate taxes are
frequently not budgeted; or some folks expect next year's raise or bonus
will cover the additional costs. That approach doesn't work when
companies are also struggling and may reduce employee benefits.

Affordable housing for your family is the primary goal. Many families have
found that a more satisfactory approach is to lease or rent a house, condo
or apartment where living costs are known. Maintenance and failing air
conditioning units are the responsibility of the landlord. Also, it is not
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unusual to find ‘specials’, waiver of deposits or free utilities for a new lease.
Take advantage. Shop around.

During severe financial difficulties, a short term consideration may include
moving in with friends or relatives, even if they are also struggling.
Everyone can reduce living expenses by sharing the rental and utility costs.
A win-win scenario.

Transportation is a necessity and usually means a privately owned vehicle
in Texas suburbs because of the limited public transportation. Financing
vehicles is expensive and depreciation during the first 2-3 years reduces
the value of a new vehicle, sometimes below the value of the loan. Five or
six year financing plans often result in the debt being higher than the value
of the vehicle during much of the financing period. That makes it
impossible to sell a financed vehicle without incurring additional charges.

Financial planners, not associated with auto dealers, suggest consumers
buy a pre-owned vehicle and keep it for 6+ years. This is usually the most
cost-effective purchase option and related insurance will be less. Paying
cash for the vehicle or at least making a significant down payment is a
better approach than financing over a long period of time. If gasoline costs
remain high, a fuel efficient engine should be a major consideration.

Also see Payday Loans and Auto-Title Loans on page 14.

Many have found a temporary solution to purchasing expensive vehicles or
repairing an ailing auto is to car pool, or borrow a friend/family member’s
vehicle. Even if you pay a small rental fee, this approach can be a win-win
scenario for both parties.

Look into TAPS public transportation (www.tapsbus.com) 800-256-0911

Utilities are necessary, but costly, and can significantly impact the family
budget. Cell phones are replacing land line telephones in homes
throughout the USA. Although cell phones are more flexible and
transportable, many consumers opt for expensive options that are not
necessary. What previously was a luxury is fast becoming a necessity,
particularly for teenagers, which can adversely impact the family budget.
Limit yourself and family members to a basic plan.

A prepaid cell phone plan or discount plan may be the solution. Look into no
contract or low cost providers such as BoostMobil, NET10, GOPhone,
GreatCall, MetroPCS and VirginMobil. Monthly costs are often $40 or less.

The price of natural resources (natural gas, crude oil and coal) are
expected to be more expensive in the future. Cost of utilities and gasoline
will remain high by historical standards. Purchasing and maintaining
energy efficient appliances should also be an important consideration.

Expenses can be minimized by using programmable thermostats for air
conditioners and heating so comfortable temperatures are maintained only
when someone is home. Fans move air efficiently when family members
are at home and reduce air conditioning costs in the peak summer months.
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During winter months, dressing in layers while indoors and lowering the
thermostat can reduce heating costs.

Be aware that some electronic appliances (TV’s, DVD players, computers)
require some electricity even when turned off. The ‘phantom’ electrical load
can be stopped by using power strips.

Caulking around windows and doors that leak air can save money. The
cost of a tube of caulk or weather stripping is small compared to potential
savings on the monthly utility bill.

Routine Medical care during a financial crisis is frequently postponed;
insurance is often one of the first expenses cut from the budget. In the
short term, the Hospital Emergency Room or medical clinics may be an
alternative. Most cities and counties offer free or low cost medical
treatment for children and students.

Clothing is another basic necessity, but needn’t include the latest fads or
trends. Television, shopping malls and store window displays are not a
good indicator of what is needed. Keep clothing and shoe choices simple
and affordable.

Discount stores, garage sales and second hand clothing stores are good
sources for clothing. Instead of fads, think more about durability and wash
requirements.  Non-wrinkle washable clothes are preferable; anything
requiring dry cleaning should not be purchased. The most important
consideration for adults and children is cleanliness, not style.

Emergency Funds are also a necessary part of your living expenses. Most
of us don’t think about keeping a few extra dollars available for unforeseen
emergencies, but this is a basic need. Plan Ahead! Try to build a $1,000
emergency fund over time (perhaps $500 if family income is less than
$20,000). It will soften the impact on those inevitable surprises.

Unforeseen emergencies often occur at the worst possible time. Children
are injured and must be rushed to a medical facility, or your car breaks
down, or a utility bill is unusually high and the electric company needs
payment this week. Remember, there are additional charges to reinstate
service. None of us has discovered a way to forecast the timing of these
events, but we know they will happen. Keep in mind the Boy Scout motto,
“Be Prepared.”

Don’t overlook Entertainment/Recreation. We all need some relief from
our problems. Start with a positive attitude and stay close to friends and
relatives. Many find that church groups provide comfort, particularly during
difficult periods.

Children require a loving, nurturing environment. If there are playgrounds
or a library close to where you live, take the children there. It can be a
welcome break for everyone. Shopping malls are a good place for
diversion, or relief from the weather, but teach children the difference
between wants and needs. If you set the rules ahead of time and don’t give
in to the constant ‘I want...” they will eventually accept the rules and enjoy
the change of scenery.
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At least once a month, plan a special family outing. Announce it ahead of
time and build anticipation. At the end of the outing do something special
and memorable, not necessarily expensive. Perhaps find a clown making
balloon animals, or visit Santa Claus, or buy an ice cream cone. It’s just a
welcome relief from everyday problems for the family.

Payday Loans and Auto-Title Loans

Unregulated payday loans are proliferating in Texas. These small loans,
generally for 2-4 weeks, exploit people in need. The interest and fees are
excessive. $50 fees on a $300 loan for one month represents a 200%
annualized borrowing rate. A loan that isn’t paid in full is rolled over with
additional fees, which creates a painful cycle of dependence. If interest and
fees are paid up front, the borrowing rate skyrockets even more.

Auto-Title Loans are secured by a vehicle, usually for a longer time period
than payday loans. If title loans are not paid as agreed, the car may be
repossessed and the borrower loses their primary means of transportation.
If public transportation is not available, the result can be devastating.

If past due, harassing phone calls, home visits and high pressure to renew
with higher fees are common. It may be impossible for families to recover

from this financial nightmare. Avoid these loans!

Generate More Income

Reducing expenses is only part of the solution. Consider how you can
generate more income NOW. Sell your “stuff’, particularly items you
haven’t used for a year. Garage sales are popular and a convenient way to
raise some cash. One man’s junk is another man’s gold.

Large ticket items like furniture can be advertised for free on Craig’s List
(www.craigslist.com). But watch out for scams. One enterprising father sold
an extra bedroom set, which covered the rent at the new apartment.

Do you really need two vehicles? If your financial emergency is severe, sell
one vehicle. You will receive cash or reduce related monthly payments, and
reduce your insurance costs and maintenance headaches at the same time.
You can always buy another used car later when the family is in better
financial condition.

Barter is a concept that existed before printed money. If you have a skill,
or extra time, trade it for something a friend or neighbor has which you can
borrow, rent or purchase. Borrow your friend’s lawnmower for a week. Cut
his grass and your grass (the barter) and then cut another neighbor’s grass
for a little extra cash. Car mechanics and accountants can “moonlight” and
if the other person has no cash, take food, an appliance, weed eater, etc.
as payment. Mothers have bartered babysitting time for eons. Be Creative!

How about a part time job? An additional approach is to encourage your
teenager to help someone decorate their house, till the garden or clean up
the yard in return for a little cash. That can reduce the financial burden on
parents for new shoes, clothes or an allowance. And the teenager feels
they are contributing to the family needs.
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