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We’re glad you’re here. 
This program includes three 90-minute workshops. They are designed to work 

together to help you build on your good habits and understand what changes you 

can make to improve your financial situation. We encourage you to attend all three. 

1. The first workshop is devoted to budgeting and goal setting. 

2. The second explores how to take charge of credit and debt. 

3. The third focuses on developing a savings plan and protecting your assets. 

Together, these three sessions will give you a good handle on where you stand 

financially, plus simple, hands-on ways to make measurable progress toward 

your financial goals.

KnoWing and doing
This program combines knowing (information) and doing (activities). Knowing 

and doing are two distinct things. In combination, they enable you to develop—

and stick to—habits that can have a positive impact on your financial situation. 

The program includes a series of Action Plan worksheets designed to help you 

develop longer-term goals and strategies while putting what you learned into 

practice right away. You will start on some of these worksheets during the  

individual sessions and then complete them on your own. Others are designed 

to be done once you’ve gone through the program and are ready to develop 

your personal plan of action for budgeting, credit and debt, and savings.

An Action Plan containing the worksheets follows the three sessions in this  

workbook. After that you’ll find a section called Resources, which contains financial 

tips relevant to this program and a list of online and local resources for more 

information. Finally, the Glossary explains terms that appear in this workbook.

Peer SuPPort
The program is built on peer support. One important person in your support 

network is your workshop facilitator. The facilitator will discuss the material 

with you and help you and other members of your group work through the 

material during the session. Facilitators are volunteers who can offer options 

for the informed decisions you will make regarding actions you want to take; 

they are not financial experts. 

You can also ask for a Money Mentor to work with you one-on-one after the 

session, to help with your Action Plan or other financial activities you decide on 

together. Like facilitators, Money Mentors are volunteers—not financial experts. 

Their role is to help provide general financial guidance and individual support 

and motivation, but they cannot make specific financial recommendations. 

You’ll have an opportunity to sign up for a Money Mentor at each of the three 

sessions. If you decide not to work with a Money Mentor, we encourage you to 

develop your own support network.

If you need further help understanding the information or deciding what to 

do next, please ask questions and provide feedback to your facilitator. If you 

have questions the facilitator cannot answer, check out the Resources section, 

including a list of local services in your community. 

We are happy you chose to participate in our program and wish you a bright 

financial future.

AARP Foundation

Charles Schwab Foundation

Welcome to AARP Foundation Finances 50+, 
sponsored by and developed in collaboration  
with Charles Schwab Foundation. 
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fast fact

According to the University of Michigan’s Health and Retirement Study for 

2008–2010, 79.5% of respondents over age 50 expect to continue working  

after age 65.  

PrograM at a glance
Part 1:

The first workshop establishes the foundation that you will build upon  

throughout the course of the program. You will get a realistic assessment of 

your financial standing, set goals, and learn about budgeting.

Part 2:

The second workshop is dedicated to helping you assess your credit and debt 

situation while offering guidance for improving your credit and paying down 

your debt. 

Part 3:

The final workshop is focused on building and protecting your assets by focusing 

on ways that you can save money while protecting yourself and your loved 

ones from financial fraud and abuse. 

action Plan:

This is where you put what you learn during the workshops into action with 

worksheets, a “Road Map,” and other resources that will allow you to create 

a clear path toward building a better financial future. The Action Plan will be 

completed both during the workshops and individually with assistance from a 

Money Mentor or other support person.

resources:

This final section includes a variety of supplementary information, tools and 

resources that you can turn to for further assistance. 
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Introduction/Overview

PrograM overvieW
Finances 50+ is all about you. We hope it will help you see how you can take 

charge of your finances and work toward the goals you want for yourself and 

your family. 

It is a big job to get your financial house in order, especially in difficult  

economic times. But week by week, month by month and step by step, you will 

find you are making progress. Not only will this improve your own life, but it will 

also make a difference for those closest to you. The fact that you signed up for this 

program is proof that you have the desire and dedication to get the job done.

“Faith is taking the first step even when  
you don’t see the whole staircase.” 

 Martin Luther King, Jr.

In this first of three sessions, we’ll help you get a handle on where you stand 

financially and give you some tools to manage your money on a day-to-day, 

week-to-week and month-to-month basis in order to have a long-term  

positive impact on your life. You will have an opportunity to identify realistic 

personal goals and learn how budgeting and other financial tools can help 

achieve those objectives. In short, you will better understand where you are 

financially, where you want to go and how to build a personalized Action 

Plan that will help you get there.
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SeSSion at a glance
By the end of the session, you should:

 • Have a better understanding of where you stand financially

 • Understand how key money decisions affect your life

 • Know how to set realistic, attainable goals

 • Understand some tools and techniques for effective budgeting

Using what you have learned, you will also identify goals and steps you can 

take to achieve them and initiate your Action Plan for improving your financial 

situation.

discussion:

 • What interested you about the program? 

 • What is one thing you hope to understand better after this workshop?  

 • What would make you consider this session time well spent?

You come to this workshop with a lifetime of experience. You’ve been cashing 

paychecks, paying bills, and managing your finances long before you stepped 

into this room. This portion of the workshop isn’t about reinventing the wheel. 

It’s about checking the map and plotting the route you want to take. You need 

an accurate understanding of where you are in order to make a reliable plan 

for getting to where you want you and your family to be. There are no right or 

wrong answers, only honest ones. 

financial Self-aSSeSSMent
This exercise will help you see where you are practicing good financial  

management and where your current financial habits could use a tune-up.  

It will help you identify which problems you want to work on and which  

workshops within AARP Foundation Finances 50+ may best help you achieve 

your goals. You will not be asked to share your answers.

Instructions: Read each statement carefully. If the statement accurately  

describes your situation, mark an “X” in the TRUE column. If the statement 

does not accurately describe your situation, mark an “X” in the FALSE column. 

 statement true False

1 I have a good idea of how much money I have and how much I owe.

2 I spend less money each month than I take in.

3 I set aside money every month for savings.

4 I use a budget to plan for and track my expenses.

5 I can accurately predict what my daily expenses will b e—and how much I will spend next month.

6 I include my infrequent expenses (like property taxes or insurance premiums)  
 in my monthly budget.

7 I have a good sense of which of my expenses are wants and which are needs.

8 Most months I have money left over for my wants after I have paid for my needs.

9 I regularly take time to write down my financial goals.

10 I’m currently working toward specific financial goals and have a plan for how I will achieve them.

If you answered FALSE on four or more questions, you may need to pay special attention to  total 
NET WORTH and GOAL SETTING. We’ll help you establish a plan to do so in this workshop.

WORKSheeT A

Assessment
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 statement true False

1 I check my credit report at least once a year.

2 I always make my credit card and other loan payments on time.

3 I think carefully before I use my credit card (I don’t use it to buy things I wouldn’t buy with  
 cash or a debit card). 

4 I shopped around for the best rate or benefits before opening my last credit card account.

5 I know how much interest I am being charged on each of my credit cards and other loans.

6 My credit card balances tend to go down every month.

7 I generally make more than the minimum monthly payment on my credit cards.

8 I keep my credit card balances well below their limit. 

9 I have been free of debt collectors for at least a year.

10 I know what my credit score is and whether my score is considered good or poor.

If you answered FALSE on four or more questions, you may need to pay special attention to  total 
MANAGING DEBT and REPAIRING CREDIT. We’ll help you establish a plan to do this in Workshop #2.

WORKSheeT B

 statement true False

1 I have a good sense of how to prioritize my spending.

2 I have more savings now than I did at this time last year.

3 I have a retirement savings account.

4 I am regularly saving for a goal such as retirement or a major purchase. 

5 If I were unable to work for 6 months, I would still be able to pay my bills.

6 I have tried to calculate how much money I need to save for retirement. 

7 I regularly save at least 10% of my annual income.

8 Savings is included as a line item in my personal budget.

9 I understand the difference between saving and investing.

10 I know how to protect myself from financial fraud or abuse.

If you answered FALSE on four or more questions, you may need to pay special attention to  total 
BUILDING AND PROTECTING ASSETS. We’ll help you establish a plan to do this in Workshop #3.

WORKSheeT C

Your answers to the previous questions should help you focus on your most 

pressing needs, whether it’s budgeting and goal setting, managing credit and 

debt, or building your savings. If you believe you need help in more than one 

of these areas, start with the one you think is most important. After you start to 

make progress, move on to another area. 

It’s important to note that these concepts often overlap, and improving one 

particular aspect of your financial situation will likely have a positive impact 

on other aspects as well. Each of these areas will be addressed during this 

program. 

group discussion: 

 • What did you find interesting or surprising about this exercise?

net Worth
Recognizing where you stand financially gives you a foundation for improvement. 

Where you stand financially is called your net worth. It is the value of all your 

assets (what you own), minus the total of all your liabilities (what you owe). 

Your net worth can be positive (you own more than you owe) or negative (you 

owe more than you own).
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grouP exerciSe: orSon’S net Worth
Orson, 61, lives in a house he purchased 6 years ago for $200,000. The house 

is currently worth $190,000, with $150,000 remaining on the mortgage. 

Although his monthly payments are up to date, Orson is worried about what 

will happen if he loses his job. His monthly income just breaks even with his 

monthly expenses. 

Recently, the old gas furnace in Orson’s home broke down for the last time. 

Orson lives in a city with brutally cold winters, and he decides to replace 

the furnace with a heat pump using a $10,000 line of credit offered by the 

heating and cooling company. He is still paying off $16,000 in medical debt 

incurred during his late wife’s illness. Orson also owes his sister $600 for a 

personal loan she gave him while he was on unpaid leave to tend to his wife. 

Orson has $1,000 in a checking account and $4,000 in a savings account. He 

has $100 in cash in his wallet. He regularly uses two credit cards. He owes 

$3,000 on one and $2,000 on the other. Orson drives a 1998 Honda Accord, 

fully paid for, worth about $2,500. He owns furniture valued at $2,000 and a 

collection of snow globes valued at $1,000.

Orson wants to know how the expense of buying the new furnace will  

impact his net worth. 

 • Identify Orson’s assets and liabilities.  

 • What is Orson’s net worth?

Assets value Liabilities value

Home  Mortgage

Car   Furnace line of credit 

Collectibles  Personal loan 

Furnishings/household items  Credit card 

Checking account  Medical debt 

Savings account 

Cash 

total Assets:  total Liabilities: 

net Worth (total Assets – total Liabilities):  

WORKSheeT D

group discussion:  

 • What assets does Orson have available for spending, saving, or reducing debt? 

 • Could he turn any non-monetary assets into monetary assets?

 • Although his net worth is positive, Orson feels strapped for cash. Why? What 

might he do about it?

Using just the numbers on the chart on the previous page, Orson’s net worth 

is relatively easy to figure out. It’s a bit harder for people who have liabilities or 

assets that can be easily overlooked—such as life insurance policies or jewelry. 

However, using methods like budgeting, saving, and spending wisely can go a 

long way toward improving your financial situation.

In the Action Plan section, you will find a worksheet on page 83 that will allow 

you to calculate your net worth. Do it on your own or with a Money Mentor 

later, and use the information to see where you stand financially and decide 

how you can best work toward increasing your net worth.
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Goal Setting

You have goals and aspirations for the kind of life you want for yourself and 

your family. But when you are faced with managing debts and paying bills 

week in and week out, it might be hard to see how you will ever get there. Just 

remember that allowing yourself to focus on the future can help you make the 

everyday decisions that get you there.

individual exercise:

Take a few minutes to think about what matters most to you. Whatever it is that 

you hold dear, use the space provided below to write down what it is and why 

it’s important to you.

How would improving your financial situation benefit what matters most to you?

goalS
Think of achieving your goals as climbing a staircase. Take one step at a time 

and eventually you’ll get to the next level. 

It’s important to remember that it requires planning. Just as you can’t drive  

from New York to Chicago without looking at a map or reading road signs, you 

can’t reach your goals by forging blindly ahead. Plotting a course by setting  

realistic, attainable goals and then checking the map—measuring where you 

started, where you are, and how to get to where you want to be—is the key. 

discussion:  

 • What did you find interesting, surprising, or challenging about this exercise? 

 • Did writing down your financial goals and the steps you might take to achieve 

them help them seem more attainable? 

 • What are some things you must do to achieve your financial goals?

individual exercise: goal-Setting Worksheet

Take a moment to think about goals that, once accomplished, would  

significantly improve your financial situation. Try to be as specific as possible 

in identifying your goals as well as simple, effective steps you could use to  

work toward achieving them. 

Turn to page 80 to write down your financial goals. 

Shortly after her divorce, Janet lost her father, and then she lost her job. She had 

mounting money problems. But Janet not only survived, she worked her way 

out of despondency, and now she says life is good again. How did this happen? 

She told me that late one autumn day, when she was at her lowest, she watched 

a squirrel storing up nuts for the winter. One at a time, he would take them to 

the nest, and she thought, “If that squirrel can take care of himself, with the 

harsh winter coming on, so can I. Once I broke my problems into small pieces,  

I was able to carry them, just like those acorns, one at a time.”

Source: Story reported by former Detroit broadcast journalist Mort Crim 

Practical Planning

“A wise man should have money in  
his head, but not his heart.”

Jonathan Swift
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A budget serves as a starting point toward your goals. Everyone uses a budget 

in one form or another. We all have a general sense of how much money we 

have and what we can afford to spend. But writing down a budget is a good 

idea. It allows you to see the whole financial picture and decide how to prioritize 

your expenses to make the most of what you have.  

Creating a budget and sticking to it can be difficult. Budgeting doesn’t mean 

that you have to live off bread and water or kick rocks for entertainment. It simply 

allows you to adjust your spending habits, look for other sources of income, 

and reduce expenses to give you more breathing room to live the life you want 

for yourself and your family.

grouP exerciSe: Balancing BetSy’S Budget
Betsy, 58, earns $2,000 in monthly income (after taxes) and has about $2,200 in 

monthly expenses. She needs to balance her budget so she isn’t living beyond 

her means while racking up credit card debt or falling behind on her bills. Betsy 

would like to adjust her budget so she has no more than $1,800 in expenses 

every month. 

Look at the following snapshot of Betsy’s monthly income and expenses and 

help her decide where she can trim her budget. It’s important to note that Betsy 

would like to keep some discretionary items.

Budgeting

Note: For the purposes of this exercise, you can choose to eliminate individual 

expenses. However, in most real-life cases it is often easier and more practical 

to cut down on certain expenses rather than eliminating them altogether.  

Monthly expense Monthly cost Budget savings

Rent $600

Utilities 250

Cable TV subscription 50

Local coffee shop 50

Newspaper subscription 25

Cell phone 50

Antique shopping 100

Home phone 50

Gifts for grandchildren 75

Internet 50

Hair salon 50

Restaurants 75

Auto insurance 75

Bingo entry fees 50

Gas  100

Medication 50

Groceries and  
household items 175

Movie tickets 25

Credit card payments  
(minimum) 300

 totals $2,200 

WORKSheeT e
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group discussion: 

 • What items can Betsy cut from her budget to save money?  

 • What discretionary items should she keep, and why? 

WantS and needS
An important and helpful step in the budgeting process is to review your 

budget and identify which items are “wants” and which are “needs.” Necessary 

expenses are needs. These essentials are “must haves,” such as your mortgage/

rent, groceries, and transportation. Other expenses are wants, or “nice to haves,” 

such as entertainment, travel, and new clothing. 

Needs and wants are very personal. Some people may consider a cell phone a 

want, while others might consider it a need. Everyone has different priorities. 

Be honest with yourself and make the decisions that are right for you. 

Depending on your situation, you may want to incorporate all income and 

expenses into one family budget, or create separate budgets for yourself and 

other family members. By creating a budget and distinguishing between wants 

and needs, you can prioritize when, where, and how to spend money. 

Setting Priorities

Identifying spending and saving priorities (including paying down debt or 

creating an emergency fund) will be covered further in Part 2 and 3 of the 

program. In the meantime, here’s one helpful way to distinguish between wants 

and needs in order to prioritize expenses (keep in mind that you can allocate 

your expenses to any or all of these categories):

1. essentials: necessary monthly expenses such as rent/mortgage, groceries, 

transportation, basic utilities, medical expenses, etc. 

2. high-interest debt: credit card balances, payday loans, etc.

3. emergency savings: a rainy-day fund to protect against unplanned  

expenses, such as medical emergencies, unexpected car or home maintenance, 

tax payments, etc.

4. Savings goals: retirement, a down payment for a new car, or wherever else 

your financial goals or dreams may take you

5. Discretionary: non-essential, nice-to-haves such as entertainment, new 

clothes, or other “treat yourself” items

Budget SuPPort 
Like dieting, sticking to a budget can be easier if you have a support system. 

Set yourself up for success by involving close family members or others you 

can count on for encouragement. Unless you live alone, involve others in your 

household in the budgeting process so everyone understands and contributes 

to maintaining the budget. Having those closest to you buy in to a budget plan 

can greatly increase your chances for long-term success. For support in sticking 

to your budget, consider:

 • Family

 • Friends

 • Money Mentor
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discussion: 

 • Have you used or do you currently use a budget?  

 • What have you found to be helpful or difficult about budgeting? 

 • Any helpful methods or tips for sticking to a budget? 

individual exercise: Budget Worksheet

A crucial part of any financial strategy is the ability to plan and track the 

money you have and how you’re spending it. This worksheet is intended 

to give you an understanding of your monthly income and expenses while 

allowing you to identify ways that you can best use your financial resources. 

Try to be as specific and detailed as possible. 

Turn to page 84 to begin working on your budget. 

discussion: 

 • What did you find interesting, surprising, or challenging about this exercise? 

 • Did you learn anything about your spending habits? 

 • How can this information help you build toward your goals?

Key taKeaWayS 
 • I have a better understanding of where I stand financially.

 • I understand how money decisions affect my life.

 • I can see that setting a goal is an important step in taking control of my finances.

 • I know budgeting can help me create a plan that will allow me to reach my goal. 

next StePS

You have already taken the most important step—the first one. Now you can 

keep that momentum going through the rest of the program. If you discovered 

in this session that you have particular areas you’d like to address—including 

learning how to best manage your debt, repair your credit, build savings, and 

protect yourself financially—more information and follow-up activities are at 

your disposal, including:

 • Action Plan (turn to page 75)

 • Money Mentors (visit aarp.org/finances50plus or send an email to  

finances50plus@aarp.org for more information)

 • aarp.org/finances50plus

 • Resources on page 103

Talk to your facilitator or host organization about the times, dates, and places of 

future workshops, including Parts 2 and 3 of this program.
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CrediT and debT

This is the second of three sessions designed to help you get a good handle 

on where you stand financially while providing proven ways to help you 

reach your financial goals. This session focuses on credit and debt. You’ll 

have a chance to develop straightforward, actionable methods to reduce debt 

and use credit wisely, including ways to weather and resolve a credit crisis 

and to repair credit when necessary. 

As part of these sessions, we’ll also touch on how to protect yourself and 

your loved ones financially, the importance of having a support system for 

successful money management, and establishing a plan to achieve your 

financial goals.
SeSSion at a glance
By the end of the session, you will:

 • Know how to find your interest rate and fees on your credit card statement

 • Know how to obtain and read your credit report

 • Understand what your debts are and some ways to manage them

 • Understand your options in a debt crisis

Using what you have learned, you will also identify goals and steps you  

can take to achieve them and initiate your Action Plan for improving your 

financial situation.

credit and deBt go hand in hand
Almost everyone needs credit and takes on debt at some point. It might be 

an auto loan to buy a car, a mortgage to buy a house, or an airplane ticket 

purchased with a credit card to see a family member in another city. Clearly, 

not all debt is bad—and it’s often necessary. But debt is one of the most  

common ways to get into financial trouble. The key is to learn to manage it 

and not let it manage you. 

Broadly speaking, credit is a form of trust—it lets you use things while you 

pay for them. Debt is an amount you owe. When you get goods or services 

on credit, you generally pay interest on top of the original cost. 

Introduction/Overview
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discussion: 

 • What would you like to get from this session? 

 • What would make you consider this session time well spent? 

 • What would make you recommend it to a friend?

This quick quiz is designed to assess your knowledge about credit and debt and 

get you thinking about what you want out of this session. We’ll discuss these 

topics during the session.

Quiz: What do you KnoW aBout credit  
and deBt?
Instructions: Please determine whether the following statements are true or false. 

You will not be asked to share your answers, but keep your answers in mind as 

the session progresses. Make note of whether the statement is true or false as the 

facilitator discusses each one. There is an Answer Key in the Resources section on 

page 126 if you would like to learn more about each statement.

Debt, including credit card debt, can influence your credit score. And your 

credit score can influence how your debt grows—because people with lower 

scores typically face higher interest rates on credit cards and loans. 

1. Most people spend less if they pay with cash rather than with a card. 

2. You should check your credit report at least once a year. 

3. As long as you make the minimum payment on your credit cards, it won’t 

 hurt your credit score.  

4. You can get cash advances for free on your credit card.  

5. You should compare at least three credit cards before deciding on one.  

6. It’s OK for debt collectors to use threats—it goes with the job. 

 

7. Credit repair agencies are worth the fee they charge to clean up your credit report.

8. People with poor credit scores can’t get credit. 

9. The information in your credit report affects whether you can get a loan or  

 insurance—and how much you will have to pay for it. It can even affect your  

 employment or housing prospects.

10. If you make a credit card payment late or miss it altogether, your interest 

 rate may go up.

“In God we trust; all others must pay cash.” 
American Proverb
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Understanding Credit and Debt

Marjorie’S Story: aSSeSSing your  
financial Situation
Marjorie, a 60-year-old widow, works part-time as a receptionist at a trucking 

company. She brings home $1,400 a month. One of her children, Rachel, 25, 

lives with her and contributes $1,100 a month to household expenses with the 

money she earns cleaning houses. Marjorie and Rachel cover their everyday 

expenses (mortgage, car payments, food, medicine, utilities, property tax, and 

entertainment) from their paychecks. But for extras, Marjorie depends on her 

three credit cards. She uses them to pay for occasional trips and birthday and 

holiday gifts for her three children and six grandchildren. Being generous with 

her family is very important to her.

Marjorie considers herself financially responsible. She has managed to save 

an emergency fund of $1,000. Although she has no idea what interest rate 

her cards charge, she feels good that she always pays the minimum owed 

each month—on time. Her house has gone down in value, but she has not 

missed a mortgage payment. Here is a snapshot of her financial situation, 

starting with her net worth.

If you attended Part 1, you will remember discussing the importance of 

understanding your net worth and cash flow—that is, the money you receive 

(inflow) and pay out (outflow). 

Assets value Liabilities value

Home  $185,000 Mortgage at 6% interest $155,000 
   (aPr, or annual percen- 
   tage rate—see page 128) 

Car   6,000 Student loan balance at  5,000 
   5% interest (APR)  

Savings account   1,000 Car loan at 6%  4,000 
   interest (APR)   

Furnishings  4,000 Credit card 1 at 18% 7,000 
   interest (APR)   

   Credit card 2 at 16%  2,000 
   interest (APR)—maxed out   

   Credit card 3 at 20% 2,000 
   interest (APR)—maxed out

total  $196,000 total $175,000

Net worth (assets minus liabilities) = $21,000

MARjORIe’S NeT WORTh

fast fact

More than 50 million households carry credit card debt. For those  

households, the average credit card debt was $15,956 as of 2011.

Source: American Bankers Association, reported on creditcards.com 
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inflow value outflow value

Marjorie take- $1,400 Mortgage $960 
home pay   

Rachel take- 1,100 Property taxes 200 
home pay 

   Utilities 200

   Groceries 200

   Auto loan 150

   Other car expenses, including  100 
   insurance, gas, maintenance 

   Student loan 55

   Total minimum credit card payments 275

   Medical bills 50

   Clothing 50

   Entertainment 50

   Eating out 175

   Miscellaneous 35 

total $2,500 total $2,500

Most financial experts say that a person should pay no more than 28% of his or 

her gross (before taxes) income on all housing costs—including mortgage, property 

taxes, and insurance. According to this general rule, total debt (including  

credit cards as well as housing) should not exceed 36% of gross income. This is  

sometimes called the “28/36 rule.”

hoW Much deBt iS too Much?

discussion: 

 • How is Marjorie doing? 

 • Do you detect any problem areas?

good deBt vS. Bad deBt
Debt isn’t always a problem. Certain types of debt can be used as financial 

tools to provide opportunities. But it’s critical to make smart decisions about if, 

when, and how much to borrow.

how do you define “good debt”?

 • It carries a lower interest rate.

 • It can help you build assets.

 • It may be tax deductible.

how do you define “bad debt?”

 • It usually carries the highest interest rates.

 • It can be the most costly over time.

 • It means you’re borrowing to own something that loses value over time. Think 

of what happens when you drive a new car off the lot! 

MARjORIe AND RAChel’S MONThlY CASh FlOW AT A GlANCe

fast fact

As of late 2011, Americans 50 and older still held almost $135 billion in student 

debt. More than 10% of these loans were delinquent.

Source: Federal Reserve Bank of New York 
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debt that can work for you: 

This kind of debt usually has a relatively low interest rate and may be tax  

deductible. Examples are mortgages and certain types of student loans.  

With mortgages, you are borrowing to own an asset that has value and  

usually goes up in value (though not always, as we have seen in recent 

years). With a student loan, you are borrowing in hopes of having greater 

value in the job market. And the interest you pay is usually tax deductible 

(although not to parents who have taken out a loan for their child). 

debt that can work against you: 

Generally speaking, try to avoid debt that is high-cost and isn’t tax deductible, 

such as credit cards and some auto loans. 

discussion:

 • How would you characterize Marjorie’s debts? 

Education and mobility are two fundamental elements of daily life for many people. 

However, it’s wise to carefully consider the risks versus rewards before taking on 

debt of any kind. Student loans and auto loans are just two prominent examples.

consider:

 • Student loans carry a risk. Borrowers must consider whether they are likely to 

see the payoff they’re hoping for. Will more education actually benefit you in the 

job market? If not, you could end up worse off (in debt) instead of better off.

 • According to the Federal Reserve Bank of New York, a study in the third quarter 

of 2011 showed that student loans have become the largest source of debt in the 

United States, surpassing credit card debt. 

 •  • Student debt is held not only by young people but also by their parents and by 

older people who go back to school in search of new job skills.

 • Auto loans are often considered “bad” debt because they involve a depreciating  

asset (the value of the car goes down over time). However, it may be a necessary debt 

for many people because their employment or living situation may depend on it. 

 • Most people have to borrow money in order to buy a car. When you’re considering 

taking on an auto loan, be sure to shop around for the best possible terms. By 

maintaining good credit, a borrower may save money by qualifying for lower 

interest rates. This is one of the reasons you should monitor your credit reports, 

which we’ll discuss in greater detail later in this session.

In these circumstances—and any situation involving taking on additional debt—

you should carefully consider whether the value you will get out of the item in 

question (a car financed through an auto loan, for instance) is equivalent or 

greater than what it will cost you to finance the item. 

oPPortunity haS itS coStS
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underStanding credit card terMS
Credit cards, while often useful, can quickly fall into the “bad debt” category. 

When someone pays only the minimum while continuing to charge new  

purchases, credit card debt builds. 

You probably get credit card offers in the mail every week. They often sound 

almost too good to be true. There’s a reason for that—they usually are. But what 

they don’t tell you in the big print can be found in the fine print. It isn’t much 

fun to read, but you can learn a lot from it. Everything you need to make good 

choices is in the credit card application.

Owning a card is a type of contract. As with any contract, you should first read 

the fine print. It can cost you a lot of money if you don’t.

Every credit card application has a disclosure box. You can see an example on 

page 110 and review it at home or with your Money Mentor. When you think 

about getting a new card, compare different cards’ disclosure boxes to see 

which is best for you.  

the credit card application must also include: 

 • How cardholders will be notified if their interest rate goes up

 • How to protest a charge you did not authorize

 • How any reward system works, if it is a rewards card

discussion: 

 • Do you know the interest rate on your own credit cards? If you don’t have the 

application form any more, how can you find out? 

credit card doS and don’tS
Before you pull out the plastic, make these basic guidelines part of your own 

credit management plan.

DO shop around for the right card. Look for low interest rates and no annual 

fee. Always read and understand the fine print.

DO keep track of every credit card purchase each month. Review your  

statements to make sure they are correct. 

DO know the minimum finance charge when you carry a balance.

DO make sure you know what incentives or features you’re signing up for, 

such as rebates or cash back on purchases, frequent flyer miles, or car rental or 

travel insurance.

DON’T carry a balance if you can avoid it. It’s best to pay off the entire balance 

before the end of the grace period so you don’t have to pay interest.

DON'T pay bills late. Late fees are expensive and, over time, they accrue  

interest. They can also harm your credit rating. Spend only as much as you can 

afford—or less.

DON'T use a credit card for purchases less than $10. These small purchases can 

add up fast. Use cash instead.

DON'T pay for any extras you don’t want or need.

Here are the most important things you can find out from a credit card application:

Annual Percentage Rate (APR) for purchases: Tells you your interest rate 

and, if there’s an introductory rate, when and how much it will go up. 

APR for Cash Advances and Penalty APR: These rates are higher than your 

usual interest rate. This means it’s expensive to use your credit card to get a cash 

advance, and you get charged extra for paying late or going over your credit limit.

Fees: Your annual fee, finance charges, and any other fees, such as penalties 

for late payments or exceeding your credit limit.

Due dates: When payments are due, and the grace period for payments. The 

grace period is the amount of time before interest is charged on your current 

purchases (usually 21 days before your bill is due). Most credit cards have no 

grace period for cash advances.

  tiP 
Too many credit card offers in the mail? Opt out by visiting  

optoutprescreen.com. 
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your credit card StateMent
You can find your interest rate and any fees you are charged on your credit card 

statement. Review your next statement and make sure you understand the terms. 

There is a sample credit card statement on page 113, along with a key that 

explains various parts of the statement. The Consumer Financial Protection 

Bureau (CFPB) has a library of credit card agreements—the “terms and  

conditions” document that explains interest rates, fees, and other basic  

information. See consumerfinance.gov/credit-cards/agreements. 

If you are working with a Money Mentor, you and your mentor can discuss 

your next statement to help you understand the charges.

What aBout deBit cardS?
Many bank accounts come with debit cards you can use in place of checks or 

cash. If you use a debit card linked to a bank account, be sure to keep track of 

what you spend so you don’t overdraw your account and incur a fee. 

Maybe you are thinking about a prepaid debit card account. You can purchase 

reloadable prepaid cards at many retail outlets without having a bank account. 

With a reloadable prepaid card account, you can only spend the money you 

have, so it can help you control your spending. Prepaid debit card accounts 

work like electronic bank accounts—you can use them at stores and ATMs. 

Although they have drawbacks, such as fees that can add up, prepaid card 

accounts are very convenient for some purposes, and they can be safer than 

carrying cash. 

There are many cards available, so compare the choices before selecting one. These 

steps can help.

Compare the features to your needs: Do you need to receive federal or state  

benefits on the card? Do you want a savings account with the card? How about 

ATM access? Make sure the card has what you want.

Compare the fees: How often would you use the card? Would the way you use the 

card incur fees? Is a minimum monthly deposit required to waive the monthly fee, 

and, if so, can you meet the requirement?

look for FDIC insurance: Find out if the debit card account is covered by the  

Federal Deposit Insurance Corporation (FDIC). If it is, and you are named as 

the cardholder, your money is protected for up to $250,000 (as of 2012) if the bank  

holding the money for the card goes under. 

Learn more about choosing and using reloadable prepaid debit cards wisely at  

aarp.org/finances50plus.

hoW to chooSe a reloadaBle PrePaid deBit card account

1. Do I really need what I’m buying?

2. Can I pay for this when the bill comes?

3. Will I be happy paying for this on credit after the item is gone or the experience  

 is over?

4. What will it cost if I don’t pay in full?

5. Can I afford the monthly payments?

five QueStionS to aSK yourSelf Before Paying With a credit card
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The Cost of Debt

Marjorie’S Story: hoW deBt groWS
One Sunday, when she’s trying to do a load of laundry to prepare for the work 

week, Marjorie’s 20-year-old washing machine breaks down. She calls a repair 

service the next day, only to learn that parts are no longer made for this older 

model, so it cannot be fixed. “Better get yourself a new one,” the shop owner says.

So Marjorie goes to a department store and finds a new washer-dryer combo 

that does everything she wants it to. It costs $1,500. She decides to get it now—

after all, her dirty clothes are piling up—and charges it, taking out a new store 

credit card (with a $1,500 limit) at 18% interest. 

Marjorie appreciates the convenience of having the washer now. She doesn’t 

think twice about buying it on credit. Nor does she think about how much 

interest she will pay over the long run. But take a look at how it will add up:

In other words, by the time she pays off the $1,500 loan at 18% interest, she will 

have paid more than double the purchase price for the washer-dryer.

Look back at Marjorie’s cash flow on page 26. Add the minimum payment for 

the washer-dryer ($37.50) to her current monthly credit card payment ($275) 

and notice that the monthly minimum now stands at $312.50. She’s now 

spending more than she and Rachel bring in.

discussion:

 • Does Marjorie have other options for a washer-dryer? 

 • What would you do in Marjorie’s position?

reducing credit card deBt
Credit card debt can quickly become overwhelming—for example, if someone 

loses a job or encounters unexpected medical expenses. If, like Marjorie, you 

find yourself overwhelmed by credit card debt despite your best intentions, 

don’t give up. There are many things you can do to help yourself get out of 

the situation.

1. First, review your credit card statement to see what you’re really paying. 

This will help you establish priorities for your repayment plan.

2. Review your budget and net worth to see where you stand. Reduce your 

discretionary spending (at least for the time being) and figure out how much 

you can devote to paying down your existing balance each month.

3. Stop using your credit cards. Use cash or reloadable prepaid debit card 

accounts instead. This will help control your spending.

4. Make a plan to pay off your credit card debt. Decide which cards to pay off first. 

5. Commit to a payoff schedule. 

6. Make saving part of your budget. Set aside money for emergencies—so 

perhaps you won’t need to use your card for them.

From a strictly financial perspective, it makes the most sense to pay off 

high-interest debt first, because it has the most economic benefit. That’s our 

recommendation. However, some people feel more rewarded, and therefore 

more motivated to keep going, if they get rid of a smaller debt first, even if it 

has lower interest. The most important thing is to do whatever it takes to 

get out of being in the red, as quickly as possible. That’s the best way to 

secure your financial future. 

If she pays only 
the monthly  
minimum payment 
for washer-dryer

She will pay off 
the cost of the 
washer-dryer in 
about

Interest charges 
over that time 
will be

And she will end 
up paying a total 
of

$37.50 (declining 
monthly until  
paid off)

153 months  
(almost 13 years)

$1,673 $3,173

The COST OF MARjORIe’S WASheR-DRYeR

fast fact

Thirty-one percent of Americans age 50 and older have a credit card  

balance that is not paid in full every month. 

Source: AARP Bulletin Survey on Consumer Saving and Debt, November 2011  
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discuss: 

 • To reduce credit card debt, some people prefer to pay off the card with the 

highest interest rate first, because that has the most economic benefit, while 

others would rather pay off the card with the lowest balance first, even if it has 

a low interest rate, because it is psychologically satisfying to get rid of the debt 

and perhaps even destroy the card. What do you think?

 • Are there ways you can accelerate your own payments or decrease balances? 

Work with your Money Mentor or on your own to evaluate your current debt 

and payments.

One of the costs of debt is the effect it can have on a person’s ability to get 

credit. Paying down debt can make you feel more in control. It can also help 

you improve your credit report and credit score, which lenders use to  

determine your “creditworthiness.” A better credit report and credit score  

can make a difference in your life. 

People who review your credit report may be lenders, credit card companies, 

and even employers and landlords. They use your report to determine if they 

should trust you with credit. Being creditworthy means they believe you’ll pay 

back what you borrow on time, based on the way you’ve used credit in the past.

Check your own credit report regularly and understand what it says about you. 

What it says can either help or prevent you from getting a job, a loan, or a lower 

interest rate. If you see accounts listed in your name that you did not open,  

your credit report could tip you off to fraudulent use of your personal information. 

It can also contain errors that you will want to correct. 

By law, each of the three main credit reporting agencies—Experian, Equifax, 

and TransUnion—is required to provide you with your credit report free once a 

year. To stay up to date year-round, consider requesting a free report from one 

agency every 4 months on a rotating basis. 

If information on your report is wrong, dispute it. Your credit report tells you 

how to do so. For a sample dispute letter, see page 117.

your credit rePort
It may seem like an attractive option to consolidate one or more balances onto 

another lower-rate card. But be careful. If you decide to open a new 0% credit card 

to take advantage of a lower rate, be sure you understand its terms and conditions. 

Read the fine print of the offer letter and find out when and how much the  

introductory rate will go up. Take advantage of the introductory period to increase 

monthly payments and reduce your debt. 

This is a form of debt consolidation—taking out one loan to pay off others. There 

are many companies that advertise debt consolidation services. Although it can  

be tempting, the debt remains, and so do the habits that created it. A reputable  

nonprofit credit counseling agency can advise you about this controversial topic. 

Visit nfcc.org to find a local agency.

deBt conSolidation: Be cautiouS

  tiP 
You can use a credit card payoff calculator to figure out the long-term 

costs of your credit cards or specific purchases.  

(Find one at aarp.org/finances50plus) 

  tiP 
Go to annualcreditreport.com for more information on getting your free 

credit report and how to check it. Annualcreditreport.com is the only  

federally authorized site to get free reports. All other sites with similar names 

are really links to offers for a credit reporting service that may charge you a 

fee. You can turn to page 90 to begin your credit report worksheet.  



39

Taking ConTrol of 
CrediT and debT

38

AARP FoundAtion FinAnces 50+

 equifax experian transunion

 800-685-1111  888-397-3742 800-916-8800

 equifax.com experian.com transunion.com

There are alternative credit reporting systems in the works to provide people with 
additional means of attaining credit information, but none is fully accepted yet. 

credit rePorting agencieS

What affectS your credit?
Suppose Marjorie starts thinking about buying a newer car. Her current car is 

fine for getting to work and back, but it is 12 years old. To purchase a car, she 

would need to borrow more money. How does the lender decide whether to 

give her the loan? 

The lender will rely heavily on her credit history. The lender will likely “pull” her 

credit report or request her credit score (for more on credit scores, see page 39).

Marjorie’s credit report will include:

 • Name, address, and other personal information—this has no impact on her 

credit score.

 • Her existing credit, including credit card accounts, mortgages, car loans, and 

student loans, along with payment history.

 • Her public record, such as any court judgments against her or whether she has 

filed for bankruptcy within the previous 7 to 10 years. Fortunately, Marjorie 

has no court record.

 • Inquiries from companies or persons who recently requested a copy of her 

report.

Find this information in the sample credit report on page 115 with your Money 

Mentor or on your own. Then obtain and review your own credit report.

discuss: 

 • Is there likely to be anything on Marjorie’s credit report that may be concerning 

to a lender?

 • Do you review your credit report regularly? Why or why not? 

What iS a credit Score?
Your credit score is a number that helps lenders determine how likely you are 

to make your payments on time. It is a summary of your credit risk. Although it 

is related to your credit report, the score does not appear on your credit report. 

There are several agencies that create credit scores, but the one you hear  

about most is the FICO® score. It is called FICO after the original name of the 

company that compiles the score, Fair Isaac Corporation. 

FICO® scores can range from 300 to 850—the higher, the better. The median 

score is around 725, but a score of 760 or higher typically gets you the best deal 

on interest rates.

UNDeRSTANDING YOUR FICO® SCORe

score  evaluation  What it means

760 or higher  Great  Your score is well above the average score of  
  U.S. consumers and clearly demonstrates to  
  lenders that you are an exceptional borrower.

725–759  Very Good Your score is above the average score of  
  U.S. consumers and clearly demonstrates to  
  lenders that you are a very dependable borrower.

660–724  Good Your score is near the average score of  
  U.S. consumers, and most lenders consider  
  this a good score.

560–659  Not Good Your score is below the average score of  
  U.S. consumers, though some lenders will  
  approve loans with this score.

Lower than 560 Bad   Your score is well below the average score of  
  U.S. consumers and demonstrates to lenders  
  that you are a very risky borrower.

 
Source: myfico.com
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the two factors that most influence your credit score are:

Whether you pay your bills on time: If you have paid bills late, had an  

account referred to a collection agency, or declared bankruptcy in the previous 

7 to 10 years, that information could show up in your credit report and may 

negatively impact your credit scores. 

Your outstanding debt: If the amount you owe is close to your credit limit, it 

will probably hurt your score. 

What are the two best things you can do to improve your credit score? 

1. Pay your bills on time.

2. Keep your credit balances low.

See pages 92–93 for a worksheet on how to improve your score. 

discuss:

 • How would the previous factors influence Marjorie’s credit score?

 • What has likely happened to her credit score since we first looked at her  

situation? How do you think her score will affect her ability to get a car loan?

  tiP 
Your credit score can save (or cost) you a substantial amount of money.  

Typically, the higher your credit score is, the lower your interest rate is likely 

to be for a particular debt. Conversely, the lower your credit score is, the  

higher your interest rate and the more it will cost you to borrow money.   

hOW YOUR CReDIT SCORe IS DeTeRMINeD

Your credit score is based on five factors, each weighted differently.

Payment History

Source: www.scoreinfo.org
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Navigating Debt 

Marjorie’S Story: When deBt  
BecoMeS a ProBleM
Let’s turn again to Marjorie. She is still thinking about a car but hasn’t bought 

anything yet. She puts the decision on hold when she realizes how much the 

washer-dryer was adding to her monthly minimum payments. Then, as luck 

would have it, Marjorie breaks her leg and winds up in the emergency room. 

Although she has health insurance through her job, she still owes 20% of the 

medical charges as copayments. In fact, once the medical bills are all in,  

Marjorie is appalled to discover she owes a total of $4,000 out of pocket.

Now she feels overwhelmed. She does not know where to turn. She doesn’t 

have the cash to pay the bills. Let’s consider her situation.

Marjorie is not alone in feeling overwhelmed. Many people face financial crises 

at some time in their lives. The latest recession has been especially hard on a 

lot of people. Whether the crisis is caused by personal or family illness, the loss 

of a job, or simple overspending, it can seem overwhelming. But the fact is that 

Marjorie’s financial situation doesn’t have to go from bad to worse.

First, before debt becomes a problem, there are some warning signs that might 

allow you to take corrective action. 

four debt Warning Signs

1. Using a credit card when you’re already carrying a balance on it.

2. Using a second credit card when the first is maxed out.

3. Not knowing if you can pay for the new purchases when the next bill arrives.

4. Buying more of or a better model of an item on credit than you otherwise 

can really afford if you paid cash.

Similarly, if you want to reduce your debt, look for the signs that you are on the 

right track.

four Signs you’re on the right track

1. You’ve cut the number of cards you have to a minimum.

2. You have a clear plan for paying your debt.

3. You’d make the same purchases even if you had to pay cash.

4. Your balances are going down every month.

discuss:

 • What debt warning signs do you see for Marjorie? 

Do you see any warning signs in your own financial behavior? If so, what 

action should you take? Jot down some ideas that could help you keep debt 

from becoming a crisis. 

Warning signs: 

Actions I can take: 
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Marjorie’S Story: dealing With a deBt criSiS
Let’s consider two ways Marjorie might respond to her problem.

Path #1: Marjorie panics and does nothing. The bills seem to be arriving so 

quickly that she stops opening them. She tells herself Rachel will have a better 

job someday, and they’ll be able to hold on until then. Then the phone rings 

and there’s a nasty-sounding debt collector on the other end of the line.

Path #2: Marjorie calls the hospital and negotiates a payment plan for her 

medical debt. She also decides to cut expenses, such as the $175 a month on 

eating out. Then she draws up a payment plan for her credit cards, deciding  

to pay off the highest-interest card (20%) first. She visits a nonprofit credit 

counseling agency, which looks at her situation and informs her that she 

qualifies for a tax refund of $1,000. She postpones the decision about a car 

indefinitely. Rachel talks to her boss and gets a few more hours of work so she 

can earn another $200 a month.

discuss:

 • Which scenario is best for Marjorie? Which do you think is more likely? Why?

 • In #2, what should Marjorie do with the $1,000 refund? 

if a deBt collector callS
If Marjorie follows the first path—the path of least resistance—she might  

eventually hear from a debt collector.

Collections agencies train debt collectors to try to get the debt repaid as quickly 

as possible. Unfortunately, some of their tactics can be abusive. If Marjorie finds 

herself in this situation, she needs to know her rights.

the fair debt collection Practices act states that debt collectors cannot: 

 • Use or threaten to use violence or other criminal means to harm you, your 

reputation, or your property.

 • Use obscene or profane language in an effort to abuse you.

 • Publish a list of consumers who have allegedly refused to pay their debts. In 

other words, creditors can’t “out” you about your debts or tell third parties, such 

as your boss or neighbors, they’re trying to reach you about a debt. These are 

illegal attempts to publicly embarrass you into paying.

 • Advertise your debt for sale. 

 • Call or engage you in a phone conversation repeatedly to annoy, abuse, or 

harass you.

 • Contact you at inconvenient times (before 8 a.m. or after 9 p.m. your local time, 

or at work when it could affect your employment).

 • Continue to try to collect the debt after you have disputed it in writing. The debt 

collector must provide written verification of the debt before contacting you 

again about it.

 • Call you without disclosing their identity.

If you think the debt collector has violated the law, you can contact the FTC, 

which enforces the Fair Debt Collection Practices Act. The FTC watches for 

patterns of abuse among debt collectors. See ftc.gov, or call 877-FTC-HELP 

(877-382-4357). 

  tiP 
Before a debt situation becomes intolerable, look for a nonprofit credit  

counseling agency. A counselor could help you take control of your spending 

and work out an affordable repayment plan. To find a local nonprofit credit 

counseling service near you, contact the National Foundation for Credit 

Counseling, 800-388-2227, or visit nfcc.org.  
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taKing charge
But what if Marjorie takes the second path? It requires more effort, but in the 

long run the effort will pay off and improve her financial health. 

here are some things you can do if you find yourself in a debt crisis:

 • Ask your creditors for more favorable lending terms: lower finance charges 

and/or a lower minimum monthly payment. 

 • Avoid “debt relief” or “debt settlement” companies. These services typically 

charge high fees, do little to relieve your debt, and could negatively affect your 

credit report. A debt management plan with a reputable credit counseling 

agency is the better choice. Also be aware that legitimate debt consolidation—

through a reputable company or organization—may be an option. For more 

information, see nfcc.org. 

 • Debt consolidation (not to be confused with “debt relief” and “debt settlement”) 

is an option if handled by a reputable organization such as a nonprofit with 

financial expertise. Even then, it should be considered as a last resort. While 

consolidating your debt may help you manage payments better, it’s critically 

important to address the habits that led to building the debt in the first place. 

 • Protect your financial assets while you’re in a credit crisis. Avoid services that 

claim they can “eliminate” debt or “fix” a credit score. You will spend a lot of 

money for these alleged services and may end up in a worse credit situation.

Protect yourSelf 
The following tips come from the Federal Trade Commission (FTC). The FTC 

advises consumers to be wary of any debt relief organization that: 

 • Charges any fees before it settles your debts

 • Pressures you to make “voluntary contributions,” another name for fees

 • Touts a “new government program” to bail out personal credit card debt 

 • Guarantees it can make your unsecured debt go away 

 • Tells you to stop communicating with your creditors 

 • Tells you it can stop all debt collection calls and lawsuits 

 • Guarantees that your unsecured debts can be paid off for just pennies on the dollar

 • Won’t send you free information about the services it provides without  

requiring you to provide personal financial information, such as credit card 

account numbers and balances

 • Tries to enroll you in a debt relief program without spending time reviewing 

your financial situation

 • Offers to enroll you in a debt management plan (DMP) without teaching you 

budgeting and money management skills

 • Demands that you make payments into a DMP before your creditors have  

accepted you into the program
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Key taKeaWayS 

 • I understand how to compare credit cards to find what’s best for me, how to 

read a credit card statement, and how to obtain and read my credit report.

 • I know what my debts are.

 • I understand better how to manage my debt and how to reduce debt.

 • I understand I have options when a credit/debt issue arises.

next StePS

You’ve taken important steps toward improving your finances. We urge you to 

keep that momentum going through the rest of the program. If you discovered 

in this session that you have particular areas you’d like to address—including 

learning how to create a budget, set goals, build savings, and protect yourself 

financially—you can find more information and follow-up activities, including:

 • Action Plan (turn to page 75)

 • Money Mentors (visit aarp.org/finances50plus or send an email to  

finances50plus@aarp.org for more information)

 • aarp.org/finances50plus

 • Resources on page 103

Talk to your facilitator or host organization about the times, dates, and places 

of future workshops, including Part 3, which comes next in the sequence. If you 

have not taken Part 1 of this program, you may take it at a future time.

clearing uP PayMent ProBleMS
Being in debt can be hard on you emotionally as well as economically. Here are 

some things that may help you to keep a cool head:

Relax and stay calm: It’s perfectly normal to be anxious and fearful the first 

time you call your lender about missing payments. Just be polite and as clear 

and concise as you can in telling what happened.

Be persistent and patient: You may be put on hold and passed around to  

different people before you can get the help you need.

Maintain a written record of all your communications with your lender: 

Note the time of the contact, whom you contacted, that person’s name and direct 

number, what you said or wrote, and what resulted from the communication.

expect back-and-forth calls: It may seem frustrating, and even intimidating, 

but keep your cool. Commit to the process—however long it takes—and do 

whatever is necessary to get things right. 

Remember, you can resolve debt problems, but it will take discipline and time.

Many small loans carry a big price. Predatory lenders—so called because they 

prey on people who are desperate for money but would have trouble qualifying for  

a standard loan—are finance companies that offer fast cash immediately at high  

interest rates with little or no regard to the borrower’s creditworthiness. Annual 

interest rates can range from 100% to 300%. 

Predatory loans take various forms, but what they have in common is high interest 

and an easy way to trap consumers in terrible cycles of debt. Be wary of:

 • Payday loans

 • Refund anticipation loans

 • Overdraft loans

 • Auto title loans

 • Rent-to-own transactions

Source: National Consumer Law Center 

BeWare of Predatory lending
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Introduction/Overview

SeSSion at a Glance
By the end of the session, you will:

 • Know that spending wisely can be an effective way to save

 • Realize that you can save something—regardless of your financial situation

 • Understand how to protect yourself and your family from fraud, scams, and 

predatory financial practices

 • Know how to improve your financial situation—and have a plan for doing so

“Start where you are. Use what you have.  
Do what you can.” 

 Arthur Ashe

This workshop will give you a better understanding of ways to save and  

protect your money, why it’s important and how you can do it. It will also 

help you put the last pieces of your Action Plan in place with savings goals 

tied together with budgeting and effective debt and credit management. 

Finally, it will provide a gateway for continued improvement beyond the 

workshop with the help of a Money Mentor or other resources. 
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Group Discussion:  

 • What interested you about this workshop? 

 • Do you have any particular savings goals in mind?  

 • What would make you consider this session time well-spent? 

Quiz: BuilDinG—anD ProtectinG—aSSetS
This quiz is designed as a starting point for the material covered in this session. 

You will not be asked to share your answers.

Instructions: Please answer the following statements as either true or false. Keep 

your answers in mind as the session progresses. There is an answer key in the  

Resources section on page 127 if you would like to learn more about each statement.

Worksheet A

 statement true False

1 I make most of my purchases with cash or a debit card.  
 

2 I know the minimum required balance for my savings and/or checking accounts.  

3 I know how much my bank charges for overdraft, ATM, and routine service fees.  

4 I typically compare prices at different stores before I buy something.  

5 I shop regularly at discount stores. 

6 I look for coupons, sales, and other discounts on everyday items (such as groceries) that I need. 

7 I have a “rainy day” or emergency savings fund to cover unpredictable events such as job loss,  
 medical emergencies, and house or car maintenance.  

8 I have a 401(k) or other retirement account.   
 
 

9 I put 10% of my annual income toward savings.  
 

10 Strangers are usually responsible for financial fraud and scams targeting people age 50 and older.  
 

Exercise: Most of the topic areas in the quiz will be covered later in this session. 

In the meantime, think about your answers to the quiz and what areas you 

would like to improve. Take a few moments to write down one goal inspired  

by your quiz answers that you can use for your Action Plan (see page 80) or  

otherwise pursue when the workshop is over. Share this goal and the steps  

you can take to achieve it with your Money Mentor or other support person. 

Imagine how rewarding it will be to share your progress!

Discussion:

 • What did you find surprising or interesting about this exercise?  

 • Did this exercise tell you anything you didn’t already know about your saving 

and spending habits?
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 expense cost Ways to save?

1 Bought groceries at gourmet supermarket $150.00

2 Monthly haircut at salon 75.00

3 Birthday card with $50 for Jimmy 52.50 

4 Fee for cashing payroll check at check store 10.75 
 

5 Shoes for work at high-end department store 74.99

6 Fees for withdrawing money from 12.00  
 non-network ATMs

7 Meet friends at coffee shop 7.50

8 Gas for car 60.00

9 Penalty fee for paying credit card bill after due date 40.00

10 Took grandchildren to pizza arcade 75.00

11 Prescription medication 50.00

12 Trip to the bookstore 45.73

13 Afternoon bingo at the senior center 25.00

GrAce’s BUdGet diAry

Group Discussion:   
 • Does Grace need to cut expenses or just spend more wisely? 

 • What are some methods of saving money that have worked for you?

If you consume more calories than you burn, you’ll gain weight. If you spend 

more money than you have, you’re likely to fall into debt. On the surface,  

concepts like losing weight or saving money seem to be simple. But the reality 

is often much different. 

For many people, saving money may seem unrealistic. After all, you can’t save 

what you don’t have, right? You might be surprised by the answer. Everyone 

can save something—regardless of their current financial situation. 

Previous workshops on budgeting and managing debt have shown how to  

get started. Spending your money wisely is a meaningful way to save. Being 

conscious to avoid unnecessary or burdensome fees and charges—such as 

ATM fees or high-interest loans—is another way to save money. 

Even if your income is fixed or you feel like you’re simply living paycheck to  

paycheck, by spending wisely, targeting debt, and avoiding unnecessary fees, 

you’re saving money. Every dollar you don’t spend—by budgeting, avoiding fees, 

finding discounts, and paying off high-interest debt—is a dollar that you’re saving 

for yourself and your loved ones days, weeks, months, and even years from now.

GrouP exerciSe: Grace’S SavinGS
Grace, 62, was excited when her husband, James, retired 2 years ago. Then 

James became ill and their son Jimmy lost his job and moved (with his wife and 

two children) back in with Grace and James. In the last 6 months, James passed 

away and Jimmy and his family moved into an apartment. Grace is now living 

alone. Most of the family savings are gone—wiped out by medical bills and 

unexpected expenses. 

Grace is working part-time handing out free samples at a bulk grocery store. 

The job pays just enough to cover her monthly expenses. Grace plans to rely on 

Social Security to supplement her income, but she wants to wait until she is 

eligible for full benefits in another 4 years. Her recent experience has taught her 

the importance of saving for a rainy day.

During a financial workshop at her local senior center, Grace completed a 

budget diary to look at her spending habits. After accounting for her bills, Grace 

wants to focus on nonessential expenses. Look at the following entries from 

Grace’s budget diary and identify ways she could decrease expenses—and have 

more to save—by spending more wisely.

Savings

  tiP 
Think in hours instead of dollars. Before buying something, calculate  

how long it would take you to work to pay cash for the item. If a new jacket 

costs $100, it would take 10 hours working at $10 an hour—or about  

10% of the monthly average Social Security benefit in 2012—to purchase 

the item. Ask yourself if the time, effort, and amount are worth the item 

you’re considering. 

Source: Social Security Administration (2012)  
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The following options may be tempting, but if possible, try to avoid them.

Tapping Retirement Funds Early—If you tap your retirement funds, you 

could lose big. The taxes and penalties for early withdrawal of retirement funds 

are substantial, as are the implications for borrowing against your retirement 

funds. Try to avoid making withdrawals before you are 59½. If you withdraw 

money before age 59½, you will be faced with an early withdrawal penalty of 

10%, which can substantially reduce the money you have working toward your 

retirement goals. Almost always, this is a bad choice.

Taking Social Security Early—Once you start claiming Social Security, you 

will receive monthly checks for life. However, if you file for benefits before you 

reach your “full retirement age” (as determined by the IRS), the amount you  

receive will be permanently reduced. Under the current rules, if you go on  

Social Security at age 62, you will permanently lose 20% to 30% of the benefits 

you would receive if you waited until your full retirement age (if left untapped, 

benefits continue to increase until age 70). In addition, if you earn income 

above a specified limit, the Social Security Administration will temporarily 

withhold a portion of your benefits until you reach full retirement age.

For example, John was born in 1949 and is eligible for $1,000 in monthly benefits 

at age 66. If he instead started taking his benefit at age 62, he would receive only 

about $750 per month, a 25% reduction that would continue for life. On the 

other hand, if John waited to age 70 to start taking Social Security, his monthly 

benefit would be $1,320 per month, a 32% increase. The longer you wait to 

claim Social Security, the higher your subsequent monthly benefit amount will 

be as the potential amount you can receive increases until age 70. It’s important 

to carefully consider your situation and the personal and financial goals you’ve 

set for yourself as you decide when to start taking your benefits.

You can find an easy-to-use Social Security Calculator to help determine 

what your potential benefits could be at different ages by visiting  

www.socialsecurity.gov/planners/benefitcalculators.htm.

increaSinG income/reDucinG exPenSeS
There are other ways to repay debt or meet necessary monthly expenses  

without tapping retirement funds or taking Social Security early. Consider the 

ideas below.

to increase income

 • Is a part-time job possible? 

 • Are you eligible for public benefits and/or government assistance programs? 

(For more information, visit the AARP Benefits QuickLINK in Online  

Resources, page 123). 

 • Have you considered starting a small business out of your hobby (such as  

baking, knitting, child care services, or handyman work)? 

 • Do you have anything you could sell, including an automobile? 

 • Can you rent an extra room out in your home? 

 • Have you considered a reverse mortgage through a reputable institution?

to reduce expenses

 • Does it make sense to move? 

 • Are there friends or family who could live with you and share expenses? 

 • Can you refinance high interest debt? 

 • Could you reduce your food costs? 

 • How can you cut energy costs? 

 • Can you substitute less expensive generic or store-brand items for name-brand 

items that you purchase regularly? 

 • Could you make fewer long-distance calls or use low-cost prepaid phone cards 

for calls? 

 • Can you substitute a generic for a name-brand prescription drug? 

 • Can you shop at thrift stores, discount stores, and sales for clothes? 

 • Can you eliminate cable or subscription costs? 

 • Can you reduce your entertainment costs by doing things like renting movies 

instead of going to the theater or cooking at home instead of going out to eat? 

 • Can you re-evaluate your current insurance coverage by doing things like  

cancelling unneeded policy features or shopping around for better rates? 

 • Do you carefully review your monthly statements and recurring bills to make 

sure you’re not being charged for services you don’t use?

two StePS to avoiD
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Here is an example of how several small cost-cutting measures can lead to large 
savings for you and your family in the immediate and long-term future. 

 12 cost-cutting tips  estimated Monthly savings

1 Cut out one restaurant meal per week  $40–$100

2 Make coffee at home  $20–$50

3  Use coupons     $20–$40

4 Rent a DVD (instead of watching a  
 movie at the theater) $10–$20

5 Buy generic drugs   $20–$40

6 Downsize from premium to basic cable  $10–$40

7  Use public transportation or carpool  $40–$60

8  Keep tires inflated and engine tuned  $5–$10

9 Explore basic phone plans (comparison  
 shopping with your current rate)  $20–$ 30

10  Cut energy costs   $25–$100

11  Get free checking   $5–$10

12  Use only your bank’s ATM $5–$10

 total Monthly savings  $220–$510

 
In 1 year, these simple cost cuts can add up to anywhere from about $3,000 to 
$6,000. In 10 years that’s an additional $30,000 to $60,000 you can use to pay 
down debt or add to savings. As this exercise shows, little steps can make a  
big difference.

SPenDinG PrioritieS
Saving money by spending money wisely is all about stretching your dollars to 

address your needs while putting your money to maximum use. To do so, it’s 

important to prioritize expenses for both you and your family.

1. Essential needs: These fall into the “must have” category. Needs include 

things like paying your rent or mortgage, taxes, child support, buying food, and 

paying for basic utilities and necessary medications. 

2. High-interest debt: The quicker you can pay down high-interest debt, such 

as credit card balances, the more money you’ll save in the long run. 

3. Emergency savings: Life has a way of sneaking up on you. When it comes 

to emergency funds, it’s not a question of if you’ll need them but when. To  

prepare for the unexpected, such as the loss of a job, house or car repairs,  

medical emergencies, or traveling to see your child or grandchild receive a spe-

cial honor, even a small amount saved every week can go a long way.

Group Discussion: 

 • When did you most recently have to deal with unexpected expenses? 

 • Did you feel prepared to handle the situation financially? 

 • What could you have done differently before you had the unexpected  

expenses?

4. Retirement: You have many years ahead of you, and it’s important to plan 

for the future you want for yourself and your loved ones. For many people over 

50, retirement still seems like a distant concept. With careful planning, careful 

spending, and careful savings—even a small amount every week—you will 

feel more confident about your future. For more information about retirement 

planning, see pages 120–121 in the Resources section. 

5. Goals: Everyone has a vision—vague though it may be right now—about 

what they want to do and where they want to be in the next 5 to 10 years. This 

could include anything from a comfortable retirement to helping grandchildren 

get to college. Using what you learn in this program can help you get on the 

road to achieving those goals. 

cuttinG coStS
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As you prioritize your spending and look for ways to increase your savings, take 

a moment to think about how your physical health might affect your financial 

health in the future. Consider the following statements:

1. I have looked into whether disability insurance makes sense in my situation. 

2. I have health insurance to cover most of my medical expenses.  

3. I have an advance health care directive and a basic will (including guardianship 

of any minor dependents). 

If you answered “No” to any of these statements, you may want to consider 

seeking more information about how insurance and advance planning can help 

you and your loved ones prepare for the unexpected. 

“Free” money

When you’re living week by week and month by month, it can easily feel like 

you have nothing to save. But there are several ways to capitalize on “free” 

money by making your money count. Among them:

smart shopping: Whenever possible, take the time to compare prices for similar 

items at different stores. You’ll often find that the exact same name brand 

item—or one of comparable quality—can be found for less at discount stores. 

coupons, rebates, and sales: Be watchful for special offers and significant 

discounts. However, be cautious about buying items just because they’re on 

sale. Ask yourself first if you truly need the item. Use coupons only for items 

you regularly purchase and don’t forget to claim your rebates. 

Buy in bulk: Certain recurring expenses (such as toilet paper or personal care 

items), as well as nonperishable food and other high-use, long-term items can 

be purchased at a discount at bulk retail stores. 

Warranties: Being mindful of the warranties on items you own could save  

you a lot of time, headaches, and money. Before you consider replacing  

something—such as a dishwasher or car parts—check the warranty. It’s  

possible you could get the item fixed or replaced for free. However, be cautious 

about offers for “extended warranties” or service plans when purchasing an 

item, as extra coverage may not be worthwhile. 

Earned Income Tax Credit (eitc): You may be eligible for this tax credit that 

helps individuals with low to moderate incomes keep more of what they’ve 

earned. When an individual’s eitc exceeds the amount of taxes owed, those 

who qualify and claim the credit can receive a refund. 

401(k) match: If you currently work at a company that offers to match your 

401(k) contribution, take advantage of the opportunity. To do otherwise  

literally means leaving money on the table.1 

Group Discussion: 

 • What are some other “free money” methods you’ve used?

where to Save
On the subject of personal finance, one phrase that frequently pops up is “pay 

yourself first.” Whenever possible, setting aside money in advance for emergency 

or retirement savings is critical—but not at the risk of defaulting on your bills. 

You should consider addressing your immediate/essential needs and debts 

first, then “pay yourself.” By spending wisely—and consciously saving—you’ll be 

able to put aside something for the future, week by week and dollar by dollar. 

So where should you put your savings? In better economic times, there have 

been options that offer both safety and steady growth for your money.  

However, annual percentage yield (APy) interest rates (what an institution 

pays you for keeping your money with them) continue to remain very low for 

most conventional accounts. Still, there are options.

Savings/checking account: While there’s little chance of growth by accruing  

interest in a weak economy, a conventional savings account with an FDIC-insured 

bank or a credit union insured by the National Credit Union Association (NCUA) 

is one of the safest places to keep your money. Debit cards connected to a savings/

checking account can be a useful budgeting tool (spending cash instead of using 

credit), while direct deposit can be a reliable and effective way to pay bills and receive 

income. Money in a savings or checking account is easy to access when needed.

healthy haBitS

1 Withdrawals from tax-advantaged retirement accounts—such as IRAs and 401(k)s—

prior to age 59½ may be subject to a 10% federal tax penalty.
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Money market account: Money market accounts typically offer a higher APY 

 than a conventional savings account though they also generally require a higher 

minimum balance. Money in this type of account is also generally easy to access.

Certificates of deposit (CDs): CDs are “time deposits.” Each has a specified time 

range (typically from 1 month up to 10 years) and usually a higher, fixed interest 

rate. The money placed in a CD “matures” (earns interest) until the specified time 

range is over. Penalty fees are typically charged for cashing in a CD before its 

maturity date. You will lose interest if you take the money out before the CD has 

matured, so these vehicles are best for money you don’t plan to access for a while. 

Individual retirement account (IRA): A traditional IRA (as well as a Roth 

IRA and other retirement accounts) is another method of saving that typically 

has certain tax advantages.

Investment account: Investment (or “brokerage”) accounts typically involve 

investing in things like stocks and bonds—which have the highest potential for 

growth but also can carry substantial risk. Any investment in the stock or bond  

market—including mutual funds that include stocks and bonds—is subject to  

market volatility that can cause an investment to drop (or gain) value unpredictably. 

U.S. savings bond: A savings product issued and guaranteed by the U.S.  

government. The most common types are Series EE and Series I savings  

bonds. Savings bonds are a low-risk savings option. While paper bonds can 

no longer be purchased over the counter, you can purchase them online at 

treasurydirect.gov. 

The terms “saving” and “investing” are often used interchangeably, but there are 
important differences between the two. Saving provides funds for emergencies 
and specific purchases in the near future (usually 5 years or less) and implies you 
will keep your money in a safe, insured account. Investing, on the other hand,  
focuses on increasing net worth and achieving long-term financial goals. Investing 
involves more risk (potential loss of value) and is to be considered only after you 
have adequate savings. Here is a guide to help you distinguish between the two:

sAvinGs vs. investment dollArs

savings $$ investing $$

Safe  Involves risk

Easily accessible  Volatile in short time periods

Low return  Offers higher potential for return  
  (gain in value) 

Used for short-term goals (0 to 5 years)  For mid- and long-term goals  
  (more than 5 years)

what to look For
Comparison shopping applies to savings methods as much as it does to buying 

groceries, and there are several factors to consider when looking at your  

current accounts or opening a new one. Here are two of the most common:

Fees: Virtually all financial institutions charge fees of some sort. These can 

include things like ATM fees, annual fees, overdraft fees, and minimum balance 

fees. Find out if your bank or credit union charges these fees and how much 

they charge. If your financial institution offers ways to waive the fees, think 

about whether you can meet those requirements. 

Interest rates: Most APY rates earned on savings have been hovering at historic 

lows in recent years. But it’s still worth shopping around to find the best rates. 

“Beware of little expenses;  
a small leak will sink a great ship.” 

Benjamin Franklin

  tiP 
A major benefit of having a savings account, money market account, or  

certificate of deposit from an FDIC-affiliated institution or NCUA-insured 

credit union is that your money is guaranteed for up to $250,000 (as of 2012). 

  tiP 
Consider setting up an automatic deposit to a savings account each 

month, so you won’t be tempted to shortchange yourself when you’re  

juggling bills and paying off debts. 

SavinG anD inveStinG
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Protecting Your Assets

Nobody expects to be victimized by financial fraud, scams, or predatory financial 

practices. On some level, we all think, “It can’t happen to me.” Of course, it can 

happen to anyone—especially in a digital era of rapidly evolving technology. 

Movie director Steven Spielberg, Nobel Peace Prize winner Elie Wiesel,  

baseball great Sandy Koufax, actress Zsa Zsa Gabor, and TV host Larry King 

were just a few of the financial victims of one man—Bernie Madoff. 

That’s a high-profile example. Far more common are everyday schemes that 

frequently target people over the age of 50. In fact, financial fraud is considered 

by researchers to be one of the fastest-growing forms of elder abuse. But there 

are several ways to protect yourself—and your loved ones—from the devastating 

impacts that can result. 

GrouP exerciSe: reD FlaG Drill
Group discussion: 

 • What are the “red flags” or warning signs in the following situations? 

 • Do you know anyone who has been victimized by a fraud? 

Angela, 66, was taking her contacts out and getting ready for bed when the phone 

rang. She didn’t recognize the number on the caller ID but figured that it must be 

important at this time of night. When she answered, this is what she heard: “This 

is an automated message from the Social Security Administration. There has 

been unusual activity on your account and we need you to verify information for 

security purposes.” Angela was stunned. She relies heavily on Social Security and 

can’t imagine what she would do if her monthly payment was disrupted or even 

delayed. The automated service asked Angela to type in her Social Security  

number and numerical date of birth at the prompt. She hastily did so. Feeling 

relieved, Angela hung up the phone and finished preparing for bed.

 

John, 74, was surprised to see an email had arrived from his grandson. He was 

proud of Ryan—a “nice boy” away at college studying to be an accountant— 

but he hadn’t heard from him in several months. John’s jaw dropped when he 

read the message. The email was frantic and short: “Grandpa, I’m in trouble.  

I was traveling in Mexico with some friends and got arrested. It’s a total  

misunderstanding but they won’t let me go unless I pay $500 for bail. I need 

you to wire the money to the bail account below as soon as possible. Mom  

and Dad would kill me if they found out. Please don’t tell anyone.” John sat still 

for a moment. His mind was racing. Finally, he thought to himself, “I have to 

help Ryan.”

Fast Facts

  According to a 2011 survey by AARP Foundation, only 25% of fraud victims 

over the age of 55 reported the fraud to authorities, compared with 44% of 

victims under age 55. The number of financial crimes involving victims 50 or 

older is chronically underreported because victims are too embarrassed and 

ashamed (or protective, if the crime was committed by a family member or 

friend) to report the abuse. 

  Financial exploitation of older Americans has been called the “Crime of the 

21st Century” with an estimated 1 in 5 people over age 65 having been  

victimized. The actual number is likely far greater due to underreporting. And  

people over age 50 are particularly susceptible. It’s entirely possible everyone  

attending this workshop will be targeted in one form or another—including  

via email, Internet, phone, direct mail, and in person—every single day. 
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Henry, 61, is a divorcé who had limited contact with his two adult children—

both of whom lived hundreds of miles away. Two years ago, Henry was forced 

to retire after an accident at the steel mill where he worked left him partially 

blind. Six months ago, his daughter Sarah—a single mother with two children—

moved back to town to take care of him. It was an unexpected but welcome 

surprise for Henry. He quickly became dependent on Sarah for helping with 

daily chores and also relied on her to help pay his bills. He didn’t mind when 

she complained about her “deadbeat boyfriend” or when she talked about 

suing the steel mill “for everything it has” because of the accident. It made 

Henry feel good to have someone he trusted close by and caring for him. Given 

his poor eyesight, Henry would sign checks Sarah presented to him without 

reviewing the amount. Sarah told him how much they were for, so why bother? 

Then one day the bank called and told Henry that is account was overdrawn. 

“There must be some mistake,” Henry replied in confusion. 

what to watch out For

Financial fraud, scams, and predatory financial practices come in many  

different shapes, sizes, and disguises. In today’s age, a potential fraudster could 

approach you in person, over the phone, in the mail, or via email, often  

offering promises of huge discounts, can’t-miss opportunities, or “free” prizes. 

It’s important to be extremely careful about sharing sensitive personal  

information. Here are a few things to watch out for:

Social Security number: It’s not often that a reputable source asks you to 

share your Social Security number (even then, they’ll typically ask for only the 

last four digits). Be particularly vigilant of such requests that take place in any 

context other than face to face (phone, email, mail, etc.) or when the requests 

come from an unknown source. 

Account numbers: Be very cautious about sharing bank account and 

credit card numbers and PINs. There are a few occasions where this may be 

necessary—when making a purchase online through a reputable source, for 

instance—but be wary.

“Something for nothing”: The old adage “if it sounds too good to be true, it 

probably is” applies to almost any offer for “free” prizes or drastic discounts. 

Such offers are increasingly prevalent in emails and online. 

“Act now!”: Many companies—some reputable, many not—use a false sense of 

urgency to get you to act without thinking. Don’t let a phrase like “don’t let this 

opportunity pass you by” hook you into making rush judgments. 

 The catch: Always be on the lookout for “the catch” that explains why a deal 

seems too good to be true is just that. Even legitimate business operating legally 

can cause severe financial trauma. So-called “payday lenders,” for instance, will 

lend money to people legally but at exorbitant interest rates that can quickly 

snowball into a huge financial burden. 

Protect your identity—and your credit

Identity theft is an escalating issue in our digital age. The repercussions of  

having your identity stolen can be devastating and long-lasting—especially on 

your credit.

Protecting yourself from unauthorized activity is a big part of safeguarding your 

creditworthiness. Obtaining your credit report annually, checking it for errors, 

and disputing all errors and unauthorized activity are often your first steps in 

protecting your credit.

However, just as credit cards are a part of everyday life, unfortunately so is  

identity theft. It starts when someone uses your personally identifying  

information (your name, Social Security number, or credit card number)  

without your permission, to commit fraud or other crimes.

Can you protect yourself? Absolutely. Here are three simple yet effective steps 

you can take right now.

Be aware of how information is stolen, such as completing a phony change of 

address form to divert your billing statements to another location or using false 

pretexts to obtain your personal information from banks, telephone companies, 

and other sources.

Fast Fact

According to a 2012 report by the Federal Trade Commission, identity theft 

was the number-one source of consumer complaints in 2011—the 12th year 

in a row it’s topped the FTC’s list. An estimated 10 million Americans or more 

have their identities stolen each year.  
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Guard your personal and account information. Shred documents and  

paperwork that contain personal information and protect your PINs. Report 

stolen credit cards immediately. Don’t give out personal information on the 

phone, through the mail, or over the Internet unless you made the initial  

contact and know who you’re dealing with. 

report suspicious activity immediately. See page 119 to find resources for 

reporting activity to the proper authorities. 

There are many laws designed to protect your rights as a consumer and user  

of credit. For information on protecting your credit, see page 118 in the  

Resources section.

whom to watch out For
It’s easy to be suspicious of strangers, but relatives, caregivers, friends, and 

neighbors are the culprits of financial crime more than half the time. Try to  

distance yourself from the emotional connections you may have long enough 

to clearly think through the situation. It’s more important to look at the  

information being given (or asked for) rather than letting your emotions  

dictate your judgment. 

Whether you’re approached by a stranger or someone you know, it’s important 

to take your time, ask questions, and think carefully about the situation before 

taking action. 

learninG whom to truSt
Typically trustworthy sources include official government entities, reputable 

nonprofit organizations, and brand-name companies (those with established 

reputations). Even then, some scammers will say they represent reputable 

organizations when they don’t have any connection. However, if you do a few 

simple things, you’ll avoid a lot of trouble. 

Do your homework: It usually only takes a few minutes to check up on an 

unfamiliar company or source. A phone call to the Better Business Bureau or a 

quick Internet search can go a long way toward saving you a massive financial 

headache. A list of helpful sources—including the Federal Trade Commission 

(FTC) and the Consumer Financial Protection Bureau (CFPB)—can be found 

in Online Resources on page 123.

Ask questions: It’s your money (and/or personal information), so you owe it 

to yourself to ask tough questions, as many as you can think of, even if you’re 

dealing with a close friend or relative. 

Take your time: Any decision worth making is worth taking the time to make 

it right. Don’t be bullied into a rushed decision. Do research, ask questions, and 

understand what you’re being asked and why. Ask yourself what the benefit is 

to you and what the possible benefit is to the other person. Trust your instincts. 

If you feel like something is wrong, you’re probably right. 

Ask for help: There are many reputable sources of assistance out there such as 

the FTC, CFPB, the Elder Financial Protection Network, and the National  

Center on Elder Abuse (see Online Resources on pages 123–124). If you need 

help with your financial affairs, consider a licensed, bonded, independent third 

party to provide assistance. In addition, some government agencies, nonprofit 

organizations, and counseling services may offer guidance at little or no cost. 

Here are some of the most common scammers, along with tips on how to 

handle them.

Telemarketers: Ask to be removed from their call list, and then hang up. You 

can also add yourself to the national “Do Not Call” registry at donotcall.gov. 

Advertisements: Remember that media outlets don’t usually investigate 

claims made by their advertisers. Ignore those that seem to be after your 

money—such as ads for tax relief, credit counseling, gold coins, and buying 

real estate on the cheap.

Emails: Don’t believe anything you read in an unsolicited email. Legitimate 

companies rarely ask for personal information by email.

Mail solicitations: Don’t let a slick presentation woo you into doing something 

you’ll regret. If you don’t recognize the company, don’t bite. Do your research and 

read the fine print. Write to the Direct Marketing Association to be removed from 

direct mailings at dmachoice.org. You can also avoid being inundated with credit 

card and insurance offers by visiting optoutprescreen.com.

Scam alert
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iF it haPPenS to you
tell someone: More to the point, talk to an official law enforcement agency. 

Fraud and scams are grossly underreported (some estimates are that only 1 in 

25 cases of financial fraud against seniors is reported). Don’t be taken in. The 

faster you report your suspicions, the quicker the perpetrator will be stopped 

and the easier it will be for you to repair any damage. For a list of state-by-state 

contacts for reporting suspected financial abuse, visit the National Center on 

Elder Abuse at ncea.aoa.gov. 

Many people have been or will become victims of financial crimes. You should 

not feel embarrassed or alone if it happens to you. However, one of the most 

important steps toward safeguarding yourself and your family is to have faith in 

yourself. 

Throughout this program, you’ve learned to identify goals and simple, effective 

methods to reach those goals. Next, you’ll continue to put those methods and 

goals into action. Trust in yourself and all the thought and effort you’ve put into 

building a solid financial plan for you and your loved ones. 

key takeawayS 

 • Spending wisely and avoiding unnecessary fees can be an effective way to save.

 • I know I can save something, regardless of my financial situation.

 • I can protect myself and my family from fraud, scams, and predatory  

financial practices.

 • I know how I can improve my financial situation—and I have a plan for doing it.

next StePS

You’ve taken important steps toward improving your finances. We urge you to 

keep that momentum going after the program. If you discovered in this session 

that you have particular areas you’d like to address—including how to budget, 

set goals, manage debt, build savings, and protect yourself financially—you can 

find more information and follow-up activities, including:

 • Action Plan (turn to page 75)

 • money mentors (visit aarp.org/finances50plus or send an email to  

finances50plus@aarp.org for more information)

 • aarp.org/finances50plus

 • resources on page 103 

Group Discussion: 

 • Has the Finances 50+ program been helpful to you? 

 • Has your attitude toward managing money changed since you started the 

program? 

 • Do you feel more confident about what you can do to improve your financial 

situation?

Talk to your facilitator or host organization about the times, dates, and places of 

future workshops. If you have not taken Parts 1 and 2 of this program, you may 

take them at a future time. 
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The first step toward meeting any challenge is often both the hardest and 

the most important. By enrolling in the AArP Foundation Finances 50+ 

program, you’ve taken that difficult first step. What you learn—and are 

putting into practice—in this program can go a long way toward improving 

your financial situation. This segment is where you put all the information 

and methods you’ve learned into action. 

The Action Plan ties together information from all three workshops, including 

concepts like setting goals, increasing your net worth, establishing a budget, 

improving credit, managing debt, and building savings. In completing this 

Action Plan, you are laying the groundwork for a more secure future for 

yourself and your loved ones. 

Some portions of the Action Plan will be started or completed during a 

workshop. Others must be done on your own. As you build your Action 

Plan piece by piece, we encourage you to rely on your Money Mentor or 

another support person for assistance and encouragement. With time and 

persistence, you’ll be well on your way toward accomplishing your goals.

To start, take a moment to review your Checklist on the following page. 
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This is where the rubber meets the road and you use what you’ve learned to 

improve your financial situation. This checklist allows you to track your progress 

in turning your Action Plan into a better financial reality for you and your loved 

ones. The first three segments (Goal Setting, Net Worth, and Budgeting) are 

crucial to the foundation of your Action Plan. The next three segments (Credit 

Report, Managing Debt, and Savings) allow you to refine your strategy and 

work on specific problem areas. Finally, the Road Map helps you tie the  

elements of your Action Plan together. 

Goal SettinG:  I have written down my goals and identified steps I’ll take 

to achieve them.

Writing down your goals can help you focus on what’s most important to you. 

The more you are able to clearly picture your goals, the more real they will 

become and the more achievable they will be. Write down your goals on  

page 80–81.

net worth:  I know my net worth.

This exercise gives you an understanding of how much you owe and how much 

you own. It’s a simple calculation that helps give you a clear idea of your  

financial standing and can help you track your progress toward your goals. 

Calculate your net worth on page 83.

BuDGetinG:  I have created a realistic budget that works for me.

Your budget is the foundation for your everyday finances—it helps you spend 

more wisely, save more money, and get that much closer to achieving the  

goals you have set for yourself and your family. Complete your budget on  

page 84–89.

creDit rePort:  I have reviewed my credit report and identified ways to 

improve my credit score.

Your credit report is one of the most crucial tools you can have for assessing and 

improving your financial situation. Learn more about your credit report and what 

your credit score really means on page 39. Pages 90–93 will help you determine 

your credit action plan.

manaGinG DeBt:  I know how much debt I have and I have a plan for 

paying it down. 

Debt can be one of the most difficult financial obstacles to overcome. But you can 

save money—and erase your debt more quickly—when you have a targeted plan 

for paying down your debt. Make your plan for managing debt starting on  

page 94.

SavinGS:  I have a plan for building my savings. 

Saving just a little bit now will steadily add up over time. It can help you in an 

emergency and keep you from going into debt unexpectedly. Create your  

savings plan on page 97.

roaD maP:  I have created a road map to guide me toward my financial goals. 

The summary of your Action Plan—and your guiding light for a better financial 

future for you and your loved ones. Create your Road Map on pages 100–101.

Action Plan: Checklist
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You need to know where you want to go in order to establish a plan for getting 

there. Take a moment to think about what you’d like to get out of AArP 

Foundation Finances 50+. Re-read what you wrote on page 10 about what’s 

important to you and how improving your financial situation can benefit what 

matters most to you. Think about how improving your credit, managing your 

debt, and building your savings can help you get to where you want you to be. 

Use the following worksheet to start mapping out your plan for getting there.  

Action Plan: Goal Setting

workSheet 1: Goal SettinG
 MY oVerall Financial goal

 Why it’s important to me:

 Sacrifices I may need to make:

 People who will support me:

 Realistic deadline for achieving this goal:

thinGs i cAn do to Achieve my overAll FinAnciAl GoAl

this week this month this year

 
 
 

 

 MY credit and deBt goal

 Why it’s important to me:

 Sacrifices I may need to make:

 People who will support me:

 Realistic deadline for achieving this goal:

thinGs i cAn do to Achieve my credit And deBt GoAl

this week this month this year

 
 
 

 MY saVings goal

 Why it’s important to me:

 Sacrifices I may need to make:

 People who will support me:

 Realistic deadline for achieving this goal:

thinGs i cAn do to Achieve my sAvinGs GoAl

this week this month this year

 
 
 

I have written down my goals and identified steps I’ll take to achieve them.

Take a moment to reflect on what you took away from this section and how 

setting goals can help you improve your financial situation. 

What i found interesting or useful:

What i learned about myself: 

Things i can do to help me stick to my goals:

Consider using this information to inform the action steps you will take on 

your Road Map.
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Action Plan: Net Worth

workSheet 2: net worth 

It’s hard to build something that will stand the test of time without first laying 

a foundation. Now that you’ve established the goals you would like to achieve, 

the first step toward achieving those goals is to have a clear understanding of 

your financial situation. That starts with calculating your net worth. 

As you recall from the “Orson’s Net Worth” exercise on page 8,, your net worth 

is a combination of what you own and what you owe. Knowing what your net 

worth is helps you establish a foundation for building an Action Plan that can 

set you on a path toward achieving your goals. 

I know my net worth.

my net Worth

assets Value liabilities Value

Cash  Home mortgage 

Checking account #1  Home equity loan  

Checking account #2  Credit card#1  

Savings account #1  Credit card#2 

Savings account #2  Credit card#3 

Retirement account (IRA/401(k)) #1  Credit card#4 

Retirement account (IRA/401(k)) #2  Medical debt  

Money Market account  Vehicle loan(s) 

Certificates of Deposit (CDs)  Personal loan(s) 

Investment account #1 (stocks, bonds,   Student loan(s)  
mutual funds, etc.) 

Investment account #2 (stocks, bonds,   Furniture loan(s 
mutual funds, etc.) 

Home  Appliance loan(s) 

Real estate (home or land)  Electronics loan(s) 

Business ownership interests  Business loan(s) 

Vehicle(s)  Outstanding bills due 

Furnishings  Taxes due 

Clothing  Other: 

Jewelry  Other: 

Appliances  Other: 

Electronics/TV/computer  Other: 

Recreation items  Other:  

Collectibles   Other: 

Other:  Other: 

Other:  Other: 

total assets  total liabilities 

         –            =  

total assets  total liabilities  net Worth

To chart your progress toward your goals, revisit your net worth statement periodically. 
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Action Plan: Budgeting

Now that you’ve established your goals and gained a clear understanding  

of your net worth, you can combine that information into action with one of  

the most important building blocks for improving your financial situation:  

your budget. 

workSheet 3: BuDGetinG
To start, enter all of your incoming cash on an average monthly basis. This will 

give you a good idea of what you have to work with, financially, as you begin to 

build your budget. 

income

income (after taxes) Monthly total 

Wages/salary/bonus 

Government benefits (Social Security, food assistance, etc.) 

Child support/alimony 

Interest income 

Support from family or friends 

Other: 

Other: 

total income 

Now it’s time to calculate your expenses. Read through each of the expenses 

listed and write down a reasonable monthly estimate for all the expenses that 

apply to your situation. 

Next, take a moment to think about whether the expense is a “must-have” or 

a “nice-to-have.” Mark a “W” in the Want or Need column if you consider the 

expense to be a Want and mark an “N” if it’s a need.

Think back to what you learned from “Balancing Betsy’s Budget” on page 12 as 

you are completing your budget. Remember, you can always ask for help from 

your Money Mentor or another support person if you need it. 

I have created a realistic budget that works for me.

monthly exPenses

expense current estimate Want or need?

HOUSInG AnD UTILITIES  

Rent/mortgage  

Utilities (gas/oil, electric, water, etc.)  

Home maintenance  

Phone (cell phone, family plan, etc.)  

Cable/satellite television service  

Internet  

Other:  

subtotals:  

LOAnS AnD CREDIT CARDS  

Credit card payments  

Personal loan payments  

Student loan payments  

Other:  

subtotals:  

SAVInGS AnD InVESTInG  

Emergency savings  

College/education savings  

Retirement (IRA, Roth IRA)  

Other:  

subtotals:  

TRAnSPORTATIOn  

Auto loan payments  

Auto insurance  

Gas and maintenance  

Public transportation   

Other:  

Other:  

subtotals:  

(Continued on next page.)
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monthly exPenses (Continued)

expense current estimate Want or need?

FAMILy AnD PETS  

Childcare  

Child support  

Allowances  

Tuition and fees  

Textbooks and supplies  

Pet food and supplies, veterinarian   

Other:  

Other:  

subtotals:  

HEALTH AnD GROOMInG  

Health insurance (monthly)  

Medical visits, co-pays  

Prescription medication  

Other medical bills  

Gym/health club  

Grooming (hair, nails, etc.)  

Other:  

Other:  

subtotals:  

FOOD, CLOTHInG, AnD  
EnTERTAInMEnT 

Groceries and household items  

Eating out (all meals, snacks)  

Tobacco/alcohol  

Clothing, shoes, and accessories  

Movies, concerts, other events  

CDs, DVDs, other home entertainment  

newspapers, magazines, books  

Clubs, sports, hobbies  

Other:  

Other:  

subtotals:  

monthly exPenses (Continued)

expense current estimate Want or need?

nOn-MOnTHLy ExPEnSES  
(Divide by payment period—12 months,  
4 months, etc.—to get monthly average)  

Income taxes not deducted from  
payroll (federal and state)  

Homeowner’s insurance  

Property taxes  

Other:  

Other:  

subtotals:  

MISCELLAnEOUS  

Travel and vacation  

Gifts (family, friends, etc.)  

Growth and enrichment (adult  
education classes, workshops,  
seminars, etc.)   

Donations (church, other charities, etc.)  

Other:  

Other:  

Other:  

subtotals:  

total expenses:  

 
net income

Now that you have an estimated budget, you can get a more realistic idea of 

your monthly income and expenses. To figure out your net income, simply 

subtract your monthly expenses from your monthly income. 

   –       =  

    Monthly income       Monthly expenses          net income

If your monthly NEEDS exceed your monthly income, you may need to look 

for ways to supplement your income with part-time work or otherwise  

generate additional resources. For some helpful tips, see the “Increasing 

Income” section on page 59. In the meantime, take a moment to write down a 

few ideas for how to balance your income and expenses.
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Balancing your Budget

Action steps:

What will you do?

When will you do it?

Consider using this information to inform the action steps you will take on 

your Road Map. 

One way to increase your net income is to reduce unnecessary expenses. Look 

again at the WANTS and NEEDS you’ve identified in your budget. Use the table 

below to list any areas where you could adjust your budget to free up more money 

to meet your needs and goals while increasing your net worth in the process. 

AdJUstinG yoUr BUdGet “WAnts”

expense current cost Possible savings

 

 

 

subtotals:  

Consider using this information to inform the action steps you will take on 

your Road Map.

exercise: Budget Diary

Another way to get a detailed picture of how you spend your money in a given 

week is to complete a Budget Diary to better understand what your day-to-day 

expenses are, help you identify areas where you can spend more wisely, and 

allow you to establish a realistic and attainable budget. 

Instructions: Carry a small notepad with you and write down everything you 

spend during the upcoming week. If you like, you can find an electronic worksheet 

to help you do this on the program website at aarp.org/finances50plus. This 

information is for you alone, so be as truthful and detailed as you can. After the 

week is over, take a few minutes to reflect on the experience using the following 

questions as a guide:

What i found surprising or interesting about this exercise:

What i learned about how i spend money: 

Areas where i can save money by spending more wisely:

Ways i can improve my spending habits: 

Things i did during this exercise that will help me stick to a budget  

in the future: 
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Credit plays a big role in your daily life. Lenders, such as credit card companies, 

will look at your credit report—and so might landlords and employers. As you 

work toward your financial goals, it’s critical to review and understand your 

credit report. You may find errors you need to correct, or see behaviors you can 

improve. Your credit report can also help you look for signs of identity theft.

The good news is that it’s easy for you to get your credit report. Each of the three 

main credit reporting agencies is required to provide you with your free report 

once each year.

workSheet 4: creDit rePort
Here are the steps you need to take. Write down the date when you plan to 

complete each one.

1. order your credit reports.

You can order all three reports online from annualcreditreport.com, by phone 

at 877-322-8228, or by mailing in a request form (see page 116). 

You can obtain all three reports at once, or you can order one at a time. If you order 

one every 4 months, you can review your credit periodically throughout the year 

(be aware that the reports may have somewhat different information as a result). 

Deadline date:____________________ Completed:___ Yes ___ No

2. review your reports for accuracy.

Learn what information the reports will contain and how to read them. A credit 

report contains four types of records: public records, such as court judgments; 

credit accounts; inquiries from organizations that have asked for your credit 

history; and personal information. Make sure each account listed is accurate.

Deadline date:____________________ Completed:___ Yes ___ No

Action Plan: Credit Report

3. Dispute any inaccuracies.

If necessary, write a dispute letter to the credit reporting agency that has the 

error on your report (see page 117 for a sample letter). Follow up to make sure 

the dispute is resolved.

You also have the right to add up to 100 words to the credit report as a personal 

statement to explain credit issues to potential employers and landlords.

Deadline date:____________________ Completed:___ Yes ___ No

Your credit score is linked to the information on your credit report, but it is not 

on the report. See Improving Your Credit Score below. 

improving your credit Score

Now that you’ve read your credit report, you can start taking steps toward 

improving your credit score. Review the information below and then determine 

what action steps you will take to improve your credit score. These five tasks 

each address components of your credit score.

here are five tasks you can do to improve your credit score: 

Task 1 Pay your bills on time. Your payment history accounts for about  

35% of your score. 

Task 2 keep your credit card balances low. Ideally, you should keep the 

amount you borrow below 25% of your available credit limit. This  

accounts for about 30% of your credit score. 

Task 3 increase the length of your credit history. This accounts for about  

15% of your score. 

Task 4 minimize the frequency of new card requests. This accounts for  

10% of your score. 

Task 5 keep a combination of different types of debt (such as mortgages 

and credit cards). This makes up the remaining 10% of your score. 

I have reviewed my credit report and identified ways to improve my credit score.
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Review the tasks on the previous page and pick two you want to work on. Write 

an action step for each task and include a date when you will take the action. 

Here are some examples:

Step 1 Look into online bill payment tied to a designated date (days before the 

actual due date) to see if it can help you stay on top of your bills.

Step 2 You might pledge to use cash for more purchases starting on a  

specific date. 

Step 3 Carefully review your existing accounts to get a sense of how long your 

credit history is. If you don’t have credit in your own name, you could 

apply for a low-limit credit card to responsibly build your credit history. 

Step 4 Resist the urge to apply for new cards or lines of credit. Instead plan to 

manage all purchases within existing credit limits.

Step 5 If you find that you absolutely need additional credit, consider a different 

type of loan or line of credit than you already have. But be sure you can 

pay it back, because missing payments will hurt you more in this area 

than it can help you.

Be as specific as possible. Remember, you can incorporate these steps into your 

Action Plan Road Map (see pages 100–101) to help you get to your goal. 

task

Action steps:

What will you do?

When will you do it?

task

Action steps:

What will you do?

When will you do it?

Consider using this information to inform the action steps you will take on your 

Road Map.
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Action Plan: Managing Debt
I know how much debt I have and I have a plan for paying it down.

workSheet 5: manaGinG DeBt
my deBt

type of credit/debt current balance interest rate Priority #

Home mortgage    

Home equity loan   

Auto loans   

Student loans/tuition   

Personal loans   

Other loans   

Medical debt   

Credit card #1   

Credit card #2   

Credit card #3   

Credit card #4   

Other:   

Other:   

Other:   

total:   

 

Next, use the information from the table above to establish a 3-month plan for 

paying down your “unsecured” debt (credit cards, medical debt, personal loans, 

etc.). In the far left column on the next page, fill in your debts according to the 

priority order you have established. At the end of the third month, write down 

your new balance for those debts that you have prioritized (perhaps by highest 

interest rates and/or balances). 

Managing debt is a critical step toward improving your financial situation. This 

section is intended to help you identify, prioritize, and plan how best to address 

any issues you may have. Use what you’ve learned in Part 2 of AArP Foundation 

Finances 50+ to inform this work toward achieving your goals.

Start by writing down all of your debt, along with the current balance and interest 

rate. Then prioritize each item according to your own situation and what you 

learned in Part 2. 

Secured debt (such as a mortgage, home equity loan, auto loan, or other 

debt where an asset is pledged as collateral for the loan) is generally prioritized 

above other kinds of debt because you can lose the property (home, car, etc.) 

if you default on the loan. However, you can also save a lot of money in the  

long run by paying down your high-interest, high-balance unsecured debt 

(credit cards, medical debt, personal loans, etc.) while still addressing your 

other debt obligations. 

  tiP 
Once you have paid off a debt in full, use the extra money you had been 

applying to that debt and add it to the amount you are paying to the next 

debt in your priority order. You won’t miss the “extra” money and you’ll 

pay off your debts faster.  
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Action Plan: Saving
I have a plan for building my savings. 

my deBt: 3-month PlAn

    current Payment Payment Payment Balance 
unsecured debt  current   minimum goal goal goal after 3 
(by priority) balance payment month 1 month 2 month 3 months

    

 

 

 

 

totals:
 

Take a moment to reflect on what you took away from this section and how managing debt can help you improve your 

financial situation. 

What i found interesting or useful:

What i learned about myself:

Things i can do to help me manage and reduce my debt:

Consider using this information to inform the action steps you will take on your Road Map.

Saving money can seem like a daunting task. However, as you’ve learned during 

the course of the Finances 50+ program, you know that you can improve your 

financial situation. Saving is a habit. When you do it consistently—no matter 

how much or how little you put away—over time you will see your assets slowly 

begin to grow, and you’ll want to continue saving. 

Many people think they don’t have enough money to save. But by spending 

wisely and keeping track of your money, you can put aside even a tiny amount 

every day. Using the following worksheet, pledge to yourself that you will save 

something every day, even if it’s $1 or loose change you found in your car. As 

the saying goes, “Pay yourself first.”

Mark an “X” on each day that you save something, and write in the amount you 

saved that day. Keep your savings in one place (such as a jar in the closet) that 

is reasonably secure. Post your Savings Calendar where you will see it regularly 

(but where it can also be kept private if necessary), such as on your closet door 

or bathroom mirror. 

Just think: If you put aside $5 every day (perhaps by using money you might 

have spent on small items like a coffee drink or a magazine), you will save $175 

in the 5 weeks on your calendar. If you continue to save $5 a day, you’ll have 

more than $900 in 6 months and $1,825 a year from now. Step by step, day by 

day, and week by week, you can do it. 
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workSheet 6: SavinGS
sAvinGs cAlendAr

Week 1 Week 2 Week 3 Week 4 Week 5

Monday Monday Monday Monday Monday 
$ $ $ $ $

Tuesday Tuesday Tuesday Tuesday Tuesday 
$ $ $ $ $

Wednesday Wednesday Wednesday Wednesday Wednesday 
$ $ $ $ $

Thursday Thursday Thursday Thursday Thursday 
$ $ $ $ $

Friday Friday Friday Friday Friday 
$ $ $ $ $

Saturday Saturday Saturday Saturday Saturday 
$ $ $ $ $

Sunday Sunday Sunday Sunday Sunday 
$ $ $ $ $

total:  total:  total:  total:  total: 

 

Take a moment to reflect on what you took away from this section and how creating a plan to build your savings will help 

you improve your financial situation. 

What i found interesting or useful: 

What i learned about myself:

Things i can do that will help me save money now and in the future:

Consider using this information to inform the action steps you will take on your Road Map. 

exerciSe: SavinG For the Future
Now that you’ve worked on establishing a daily savings habit, it is helpful to think 

a little further down the road and how you can approach achieving long-term  

savings goals. Identify a few goals (such as saving for your emergency fund,  

retirement, or a specific purchase), fill in the blanks and then track your progress.

saving for: 

Steps I can take:

Deadline date:____________________ Completed:___ Yes ___ No

saving for: 

Steps I can take:

Deadline date:____________________ Completed:___ Yes ___ No

saving for: 

Steps I can take:

Deadline date:____________________ Completed:___ Yes ___ No

Consider using this information to inform the action steps you will take on your 

Road Map.
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Action Plan: road map
I have created a road map to guide me toward my financial goals.

This is where you tie together everything you’ve learned in the Finances 

50+ program and through your years of experience managing your finances. 

Refer to your goal-setting worksheet on pages 80–81 to help you think about 

the goals you want to achieve (some will remain the same; some may have 

changed). Think back to the exercise you completed on page 10 about what 

matters most to you and how improving your financial situation can help you 

achieve your life goal. This is where you want to go.

Now think about everything you’ve learned in this program and what you’ve 

accomplished already with other elements of your Action Plan. Think about 

how improving credit, managing debt, and building savings can help you get to 

your overall goal—then write down the steps you will take. This is how you will 

get there. 

As the days pass, you can track your progress as you strive toward meeting 

your deadlines as you cross items off your “To Do” list. Step by step, day by day, 

week by week, you will see that your Road Map is leading you closer and closer 

to where you want to be. 

My credit & debt goal: 

 
action steps “to do” list

Step 1

Deadline    Completed

Step 2

Deadline    Completed

Step 3

Deadline    Completed

Step 4

Deadline    Completed

Step 5

Deadline    Completed

My savings goal: 

 
action steps “to do” list

Step 1

Deadline    Completed

Step 2

Deadline    Completed

Step 3

Deadline    Completed

Step 4

Deadline    Completed

Step 5

Deadline    Completed

How improving my financial situation will help me achieve what’s most important to me (my overall goal):

my overall Goal:

workSheet 7: roaD maP

Why this is important to Me: 

My support team: 



resources
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Resource 1

Six tiPS For GettinG orGanizeD
Getting your finances organized is the first step to getting them under control. 

Once you know where to store and find important documents and bills, you’ll feel 

better prepared for budgeting and saving. Here are some helpful suggestions. 

1. check your budget at least once a month and adjust expenses if necessary 

as bills come in. Be sure to collect and open your bills and keep track of them.

2. Contact your bank about online bill pay, which can help you keep track 

of your bills and transfer money between accounts if necessary to cover a bill. 

Alternatively, keep all your unpaid bills in one place and note due dates on 

your calendar. Check your balance regularly to ensure there are no unexpected 

charges on your account. 

3. set up a filing system, with one or more separate files for the following:

 • Household accounts (such as mortgage or rent statements and paid household 

bills, if needed for tax purposes)

 • Income, such as pay stubs and benefit statements

 • Savings and checking accounts

 • Credit cards and department store cards (be sure to save the terms and  

conditions documents that came with your cards)

 • Other debts

 • Retirement and investment accounts

 • Children’s accounts

 • Tax returns for each of the last 7 years, plus one for this year, and any related 

correspondence

 • Net worth worksheet—complete a new net worth worksheet (see page 83)  

periodically to keep track of your progress

4. Keep insurance policies, wills/trusts, birth/marriage certificates, 

passports and other hard-to-replace documents in a fireproof safe box. If you 

have a computer, keep a back-up copy of the financial records in a password-

protected area or on a separate drive.

The resources in this section offer information about topics relevant to the  

program. The Online Resources section provides links to more extensive and  

in-depth information. As you continue working toward your goals, you may find  

it helpful to review these documents on your own or with a Money Mentor or 

other member of your support network.

If you have no computer at home, check to see if your local library offers free  

computer use. Many do. In addition, librarians can help you locate additional 

printed resources.

contentS:

resource 1: Six Tips for Getting Organized

resource 2: Nine Things to Remember When You Can’t Pay Your Bills

resource 3: Reading Credit Card Agreements and Disclosures

resource 4: Sample Credit Card Statement

resource 5: Sample Credit Report and Request Form

resource 6: Sample Credit Report Dispute Letter 

resource 7: Credit Protection: Know Your Rights

resource 8: What to Do if Your Identity Is Stolen

resource 9: Start Saving for Retirement

resource 10: 10 Retirement Planning Steps

resource 11: Five Tips for Evaluating Websites

Online Resources

Local Resources

Answer Key
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5. Look into online recordkeeping. Many of your records may already be 

available on line, particularly bank and investment accounts. If so, make note of 

URLs and other contact information.

6. shred sensitive documents (such as paid bills, old bank statements, old 

investment statements, and tax returns more than 7 years old) once they are 

no longer needed.

For more inFormation

Several reliable websites offer tips about shredding. Search online for  

“shredding personal information” for help finding what and when to shred.

Resource 2

nine thinGS to rememBer when you can’t 
Pay your BillS
1. Prioritize your debts. If there would be serious consequences for not  

paying a bill, such as losing your car or house, make sure you keep up with your 

payments or talk to your lender.

2. Budget for getting out of debt. Stick to your budget and try to include  

realistic amounts you can pay off each month.

3. seek help immediately. Be willing to accept help when offered. Contact 

your bank or a U.S. Department of Housing and Urban Development (HUD)-

certified housing counselor for free or low-cost advice about avoiding  

foreclosure, for example. If you feel you need a lawyer, find out if there is free 

legal aid in your community.

4. talk to your creditors. Let them know about your situation. Some might 

agree to a payment plan.

5. consider reputable credit counseling. A reputable credit counselor can 

help you sort out your debts and start creating a repayment plan. Look for a  

local nonprofit credit counseling service by contacting the National Foundation 

for Credit Counseling, 800-388-2227, or visit nfcc.org. 

6. Watch out for scams. Credit repair agencies are generally not worth the 

money. They may claim to repair your credit, but they would most likely charge 

you for things you could do yourself. Similarly, watch out for credit counseling 

agencies that charge hefty fees without doing much for you.

7. Avoid “debt relief ” or “debt settlement” companies. These services  

typically charge high fees without really relieving you of the debt or changing 

the habits that led to it. In addition, your use of such a service may be noted on 

your credit report. A debt management plan with a reputable credit counseling 

agency is the better choice. Also, be aware that legitimate debt consolidation—

through a reputable company or organization—may be an option. For more 

information, see nfcc.org. 
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8. consider the pros and cons of bankruptcy. Bankruptcy is complicated, 

and it does not eliminate certain kinds of debt. But as a very last-resort option, 

it may be worth investigating the different types of bankruptcy to determine  

if any would help your situation. A nonprofit credit counseling agency or  

attorney may be able to help you look into it.

9. if a debt collector calls, be sure you know your rights. There are limits on 

what debt collectors can do and say. For example, they may not contact you at 

unreasonable times, harass you, or make false or misleading statements.

For more inFormation 

Visit the Consumer Financial Protection Bureau (CFPB) at consumerfinance.gov. 

The CFPB has information about mortgage help that includes a list of  

foreclosure prevention resources by state, as well as a list of legal aid by state.

For information about bankruptcy and debt collection, see nolo.com or 

ftc.gov, and search for the term you want to learn about.

Resource 3

reaDinG creDit carD aGreementS anD  
DiScloSureS
Every credit card comes with an agreement that clearly spells out the interest 

rates, fees, and penalties charged by the card, as well as your consumer rights 

and the process for disputing charges. 

It’s important to keep a copy of your credit card agreement so you understand 

how much interest each card charges, how to avoid triggering penalties, and 

so on. But if you don’t have a copy of your credit card agreement, contact your 

credit card issuer to get one, or visit the Consumer Financial Protection Bureau 

(CFPB) at consumerfinance.gov/credit-cards/agreements/ and search for 

your credit card agreement in their database. The CFPB is also a good place  

to go if you have an issue with your credit card provider or need to file a  

complaint. 

Sample credit card Disclosure Box

Every credit card application has a disclosure box. You can find critical  

information about fees and interest rates in the fee disclosure box. When you 

think about getting a new card, compare the cards’ disclosure boxes to see 

which is best for you. On the next page is an example of the kind of information 

you can find.
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saMPle credit card disclosure Box 

details oF rate, Fee, and otHer cost inForMation  
As required by law, rates, fees, and other costs of this credit card offer are disclosed here. All account terms are governed by 
the Credit Card Agreement sent with the card. Account terms are not guaranteed for any period of time; all terms, including 
the APRs and fees, may change in accordance with the Agreement and applicable law. 

annual Percentage rate 8.99%, 10.99%, or 12.99% introductory APR for one year, based on your credit worthiness.
(aPr) for purchases After that, your APR will be 14.99%. This APR will vary with the market based on the prime rate. 

aPr for Balance transfers  15.99% 
 The APR will vary with the market based on the prime rate.

aPr for cash advances 21.99% 
 The APR will vary with the market based on the prime rate.

Penalty aPr and 28.99% 
when it applies  This APR may be applied to your account if you: 
 1. Make a late payment 
 2. Go over your credit limit 
 3. Make a payment that is returned 
 4. Do any of the above on another account that you have with us.

 How long will the Penalty APR apply? If your APRs are increased for any of these reasons, the  
 Penalty APR will apply until you make six consecutive minimum payments when due.

how to avoid Paying  your due date is at least 25 days after the close of each billing cycle. We will not charge you 
interest on Purchases  any interest on purchases if you pay your entire balance by the due date each month. 

minimum interest charge  If you are charged interest, the charge will be no less than $1.50.

FEES

Set-up and maintenance nOTICE: Some of these fees will be assessed before you begin using your card and will reduce 
Fees  the amount of credit you initially have available. For example, if you are assigned the minimum  
 credit limit of $250, your initial available credit will be only about $209 (or $204 if you choose  
 to have an additional card).  
 annual Fee: $20 
 account Set-up Fee: $20 (one-time fee) 
 Participation Fee: $12 annually ($1 per month) 
 additional card Fee: $5 annually (if applicable)

transaction Fees  Balance transfer: Either $5 or 3% of the amount of each transfer, whichever is greater  
 (maximum fee: $100). 
 cash advance: Either $5 or 3% of the amount of each cash advance, whichever is greater. 
 Foreign transaction: 2% of each transaction in U.S. dollars.

Penalty Fees  late Payment: $29 if balance is less than or equal to $1,000. 
 $35 if balance is more than $1,000. 
 over credit limit: $29 
 returned Payment: $35 

how we calculate We use a method called “average daily balance (including new purchases).” 
your Balance

loss of introductory aPr We may end your introductory APR and apply the Penalty APR if you become more than 60 days  
 late in paying your bill.

what to look for in a disclosure box:

1. Check the real interest rate or annual percentage rate (APR) for purchases, 

beyond the introductory rate. Introductory rates can quickly go up.

2. Find out if there’s an annual fee.

3. Compare late fees and “over credit limit” fees. When you first get a card, the 

credit limit is probably fairly low, so you can go over your limit before you know 

what happened. Late fees may increase as the balance goes up.

4. Read details of the default rate, which is the rate charged if you miss  

payments. These can be as high as 25%–30%.

5. Compare grace periods—the time you have after making a purchase to pay 

for it without having to pay interest. Grace periods are usually 21 days.

6. Don’t be late with a payment. Write “payment due” dates on your calendar 

and mail your check a week before to allow for postal delays. Or consider  

setting up electronic payment with your bank.

7. Expect changes to your fees. The small print probably tells you that “rates, fees, 

and terms of this account are subject to change at any time, for any reason.” 

8. While prizes, points, and rebates are nice, don’t make them your reason for 

choosing one card over another. They can encourage you to spend more.
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Resource 4

SamPle creDit carD Statement
Your credit card statement includes details on your current purchases, fees, 

charges, and any changes to your account terms. The numbered list below 

explains the various parts of a credit card statement. Your own statement might 

look different but will have the same information.

reading your credit card Statement

The numbers here correspond to numbers on the sample statement.

1. The summary of account activity shows all the charges you’re responsible 

for. If anything is past due, it will be listed here.

2. The payment information section shows your balance, minimum payment, 

and due date. 

3. Note the late payment warning.

4. The statement even tells you how long it could take to pay off your balance if 

you pay only the minimum.

5. If your interest rate changes, it will show up here. You’ll see on the next page 

that there was a late payment that triggered the penalty rate.  

6. If there are changes to your account terms, you’ll see them here. In this case, 

the interest rate went up.

7. This is a list of everything you charged and when.

8. Each type of fee and interest charge is listed.

9. Here is the year-to-date total of the total fees and interest charged to your card.

10. Finally, this is a summary of your rates for different types of transactions. 

This also includes your current rate. Remember, another part of the statement 

showed your interest rate was changing.

Source: http://www.federalreserve.gov/creditcard/flash/readingyourbill.pdf
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Resource 5

SamPle creDit rePort anD reQueSt Form
Your credit report says a lot about you—and what it says can help or hurt you. 

A high score can help you get a better interest rate. A low score can keep you 

from getting a job, a loan, or a lower interest rate. 

It is important to monitor your credit report so you can dispute any errors and 

identify problems you need to correct. 

By law, each of the three main credit reporting agencies—Experian, Equifax, 

and TransUnion—is required to provide you with your credit report free once 

a year. To stay up to date, consider requesting a free report from one agency 

every 4 months on a rotating basis. 

You can also get a report from all three by contacting annualcreditreport.com 

or by calling 877-322-8228. This is the only authorized one-stop source of the 

annual credit report for all three bureaus. Watch out for scam companies that 

claim they are the one-stop source. You can also complete the form on page 

116 and send it to the address listed on the form.

As this sample shows, your credit report includes personal information, your 

existing credit, your public record, and inquiries about you.

Each of the three credit bureaus offers a sample credit report with tips on how 

to read it. For sample reports, or for a copy of your own credit report, contact:

Equifax: 800-525-6285; equifax.com

Experian: 888-397-3742; experian.com

TransUnion: 800-680-7289; transunion.com

For more information, visit annualcreditreport.com.

Source: http://www.moneymattersmakeitcount.com/creditdebt/Pages/CreditHistories.aspx
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Resource 6

SamPle creDit rePort DiSPute letter
When you get your credit report, you’ll find it includes information about 

how to report errors. Follow those instructions. You will need to tell the credit 

bureau(s) in writing what information you believe is inaccurate. If you find a 

dispute with one bureau’s credit report, you will want to request reports from 

the other bureaus, as they may differ. This sample letter is a good guide. 

Along with the letter, include copies (NOT originals) of documents that  

support your position. You may want to enclose a copy of your credit report 

with the items in question circled. Send your letter by certified mail, return 

receipt requested, so you can document that the credit bureau received your 

correspondence. Keep copies of your dispute letter and enclosures. You can  

use the sample letter to draft your correspondence. In addition, the bureaus 

offer online tools for handling disputes.

Date 
your name 
your Address 
your City, State, Zip Code

Complaint Department 
name of Credit Bureau 
Address 
City, State, Zip Code

Dear Sir or Madam:

I am writing to dispute the following information in my file. The items I dispute also are circled on the 
attached copy of the report I received.

This item (identify item(s) disputed by name of source, such as creditors or tax court, and identify type 
of item, such as credit account, judgment, etc.) is (inaccurate or incomplete) because (describe what  
is inaccurate or incomplete and why). I am requesting that the item be deleted (or request another 
specific change) to correct the information.

Enclosed are copies of (use this sentence if applicable and describe any enclosed documentation, 
such as payment records or court documents) supporting my position. Please reinvestigate this (these) 
matter(s) and (delete or correct) the disputed item(s) as soon as possible.

Sincerely, 
your name

List Enclosures
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Resource 7

creDit Protection: know your riGhtS
Many federal laws protect your rights when you interact with your credit card 

company. For example, these laws protect you by:

 • Requiring that you be told clearly about fees and interest rates

 • Limiting fee and rate increases 

 • Prohibiting discrimination in availability of credit

 • Requiring that mistakes on your bill be corrected without damaging your  

credit score

 • Allowing you to dispute errors in your credit file

 • Limiting your liability to $50 if your card is lost, stolen or used without your 

permission

You can file a complaint online with the Consumer Financial Protection  

Bureau (CFPB), consumerfinance.gov/complaint.

The CFPB also has information about financial protection for older Americans 

at consumerfinance.gov/older-americans.

For information about consumer protection laws, visit 

federalreserveconsumerhelp.gov.

Resource 8

what to Do iF your iDentity iS Stolen
Identity theft can wreak havoc with your finances, credit history, and reputation. 

And it can take time and patience to resolve. According to the Federal Trade 

Commission (FTC), acting quickly is the best way to limit the damage. 

The FTC recommends four first steps if your identity is stolen.

1. Place a fraud alert on your credit reports, and review your reports. To 

place a fraud alert, contact any one of the three main credit reporting agencies. 

That agency in turn informs the others on your behalf. This makes it harder for 

anyone to open more accounts in your name. Once you place a fraud alert, you 

can order free reports from each agency.

2. close the accounts that you know, or believe, have been tampered with, 

used, or opened fraudulently.

3. File a report with the police in your local community or in the community 

where the identity theft took place.

4. File a complaint with the FTC. You can file a complaint online. (On their 

website, ftc.gov, see “File a Complaint” under the “Consumer Protection” tab.)

For more information, visit ftc.gov.

information to Place a Fraud alert and order credit reports:

Equifax: 800-525-6285; equifax.com 

Experian: 888-397-3742; experian.com 

TransUnion: 800-680-7289; transunion.com
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Resource 9

Start SavinG For retirement
It is never too early or too late to start thinking about saving for retirement. 

Retirement planning is an ongoing process. Each plan is unique, but everyone 

should make one. And the sooner, the better.

Getting Started

It’s hard to save for retirement when you have other financial concerns, but 

if you break it down into manageable steps it will seem a lot easier. Here are 

some ideas to help you get started:

make saving a habit. Decide how much you can set aside in your monthly 

budget toward your retirement savings—and stick to your goal. Consider  

making automatic contributions—contact your bank or financial institution to 

find out how.

explore ways to save. How much you save and spend are the most important 

factors in achieving your retirement goals—even more important than how you 

invest. Look at your expenses and determine where you can cut back and how 

you can save more.

make the most of tax-advantaged retirement accounts.2 Investing in a  

tax-advantaged account, such as an individual retirement account (IRA)—or a 

401(k) if available through your work—allows your earnings to grow tax-free,  

so that even small contributions can become more significant over time. 

For more information, see Schwab MoneyWise® at schwabmoneywise.com 

and search for “retirement account,” or visit aarp.org and search for  

“retirement planning.”

Resource 10

10 retirement PlanninG StePS
How can you prepare financially for your retirement? For help, follow these steps.

1. decide what you want to do in retirement. Write down your top five goals. 

Be realistic and practical.

2. take stock of what you have. Don’t think only about money. Think about 

your skills and hobbies, too. These help you enjoy life—and sometimes you can 

use them to earn money in retirement.

3. evaluate your health. Schedule checkups and preventive exams. Eat 

healthy, exercise, and get enough sleep. Staying in close contact with family and 

friends will help you maintain your health physically and mentally.

4. decide when to collect social security. The longer you wait to collect  

Social Security (generally until age 70), the more you will receive each month. 

5. network. Building your network can help you find opportunities—and  

perhaps a job. Do you enjoy using social media? If so, staying in touch via  

Facebook or LinkedIn can help you build relationships. If not, be socially active 

with friends and organizations.

6. decide about a retirement job. Whatever your main reason for working—

money, social connections, interests—don’t wait until after retirement to make 

a decision about your employment prospects during retirement. The sooner 

you are comfortable with your decision, the better you can prepare.

7. create a retirement budget. As you track income and expenses, think 

about whether you will be able to manage with less in retirement—or not—and 

plan accordingly.

8. cut expenses. Any way you can trim expenses or spend wisely will help you 

save more for retirement.

9. Prepare for the unexpected. Don’t get caught off guard. Consider how you’d 

pay for an extended illness, home repairs, or some other emergency, and put 

money aside. Make sure your insurance is adequate.

10. stick to your plan. Get the support of friends, family, your network, or your 

Money Mentor to help you stay on track.

2 Withdrawals from tax-advantaged retirement accounts—such as IRAs and 401(k) 
plans—prior to age 59½ may be subject to a 10% federal tax penalty.
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 Resource 11

Five tiPS For evaluatinG weBSiteS
Not all online sources are equally valuable or reliable. Before trusting a website, 

consider these questions:

1. Is the site accurate? Can information be verified from other sources? Are 

there obvious spelling mistakes or other errors?

2. What are the authors’ credentials? If the website belongs to an institution, is it 

reputable? Is there a way to contact the author(s) or institution?

3. Is the information current? What is the date of the last publication or update?

4. Why is the information there? Is it meant to inform? Entertain? Sell? Is it fact 

or opinion?

5. Have you looked at other sources on the same topic before deciding to trust this one?

For more information, go online and search for “evaluating websites.”

AArP Foundation Finances 50+: aarp.org/finances50plus

AArP money: aarp.org/money 

Tips, tools, and articles on everything related to your financial life.

AArP Benefits Quicklink: benefitscheckup.org/aarpkeybenefits  

See if you qualify for public assistance and if you can save money on health 

care, medication, food, utilities, and more. 

schwab moneyWise: schwabmoneywise.com  

Find guidance on financial fitness and making the most of your money.  

Includes a financial fitness quiz.

consumer Financial Protection Bureau: consumerfinance.gov 

A wealth of information to help consumers with credit, debt, and asset protection.

elder Financial Protection network: bewiseonline.org 

Information about protecting yourself and your money.

Federal trade commission: ftc.gov  

Government agency charged with consumer protection. See the Consumer 

Protection tab. 

Financial literacy and education commission: mymoney.gov 

Information on a wide range of financial topics from a number of federal entities.

medicare: mymedicare.gov  

Official Medicare site with information about the parts of Medicare, what’s new, 

and how to find Medicare plans, facilities, or providers.

national council on Aging: ncoa.org 

Information about improving the health and economic security of older adults.

national endowment for Financial education: smartaboutmoney.org 

An excellent wide-ranging resource about life events and financial decisions.

national endowment for Financial education: myretirementpaycheck.org 

Guidance on how to manage retirement income. 

Online Resources
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national Foundation for credit counseling: nfcc.org 

The nation’s largest financial counseling organization—a network of more than 

700 community-based offices located in all 50 states and Puerto Rico. 

social security: ssa.gov 

Official site, including information and online applications.

U.s. Administration on Aging: ncea.aoa.gov 

National Center on Elder Abuse. Includes links to finding state resources.

There’s a lot of personal help available right in your own community. Here are 

some ideas. Check with a librarian or senior center if you need help finding  

local contact information.

Public library

social security office

state, county, and city offices; local health and human services agencies

state attorney general’s offices handle consumer complaints and consumer 

protection issues

Community colleges often have low-cost classes to prepare for various jobs 

and gain skills

housing agencies offer information about affordable housing

Job search programs

local senior/community resource centers and trusted nonprofit  

organizations

nonprofit credit counseling services: Find a local resource at nfcc.org,  

or call 800-388-2227 

AArP Foundation tax-Aide programs: Find a local site at  

aarp.org/applications/VMISLocator/searchTaxAideLocations.action 

Area Agency on Aging: Find a local agency that offers advocacy and resources 

to keep people independent at n4a.org

community action agencies: Find a local resource at  

communityactionpartnership.com 

Local Resources
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Quiz: what Do you know about credit and Debt? [Page 22]

1. true. An MIT study published in 2000 showed that subjects were likely to 

spend significantly more for an item paid with a credit card than if they paid 

cash. Bankrate.com also estimates that credit card purchases can end up  

costing users as much as 112% more than if cash had been used.

2. true. You can get a report free once a year from each of the three credit  

bureaus. By staggering your free reports, you can even get a report from a  

different bureau every 4 months.

3. False. The most recent total balance, including carried balance, will show on 

your credit report. But it is not as bad as a late payment, which can really hurt 

your score.

4. False. There is an additional fee to get cash, usually determined by how 

much you borrow, and the interest rate for cash advances is usually higher than 

for regular purchases.

5. true. Interest rates and fees vary greatly. And don’t forget that a low  

introductory annual percentage rate (APR) will most likely go away soon and 

be replaced by a significantly higher rate. 

6. False. They can’t threaten you with violence or take your property, unless 

there is a legal procedure, such as foreclosure, that allows you a reasonable 

opportunity to contest the debt. Also, they are not allowed to contact you at 

inconvenient times.

7. Probably not. They may simply charge you for what you could do yourself 

for free. Less reputable credit repair agencies may even act illegally.

8. False. They may be able to take out a secured credit card, or get a card at a 

higher rate of interest.

9. true.

10. true. And you’ll also be charged a penalty fee.

Quiz: Building—and Protecting—assets [Page 54]

1. This can help you control spending, because you can spend only what you 

have, while avoiding the costs associated with credit card interest rates and fees.

2. This can help you avoid fees.

3. Knowing how much banks charge for these fees can motivate your behavior 

to avoid them.

4. A good practice to help you save.

5. A good practice to help you save.

6. A good practice to help you save.

7. This can help you avoid charging emergency expenses to your credit card.

8. If you have a retirement savings account at work, it is smart to take advantage 

of it, especially if your employer provides a match.

9. This may seem difficult, but saving something—even if it’s less than 10%— 

is a vital part of planning for retirement, goals, and unexpected events.

10. False—Relatives, caregivers, friends, and neighbors are the most likely to 

perpetrate financial abuse of people 50 and older. 

Answer Key
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401(k) plan: A defined contribution plan in which an employer takes money 

directly from an employee’s salary and places it in a tax-deferred retirement  

account. The employee doesn’t pay taxes on this money until he or she  

withdraws it. Employers often match a percentage of employee contributions. 

Annual fee: A charge imposed each year for using a credit card. It may also be 

called a membership or participation fee. 

Annual percentage rate (APr): The cost of credit on a yearly basis, expressed 

as a percentage (or finance charge interest rate) of the loan amount. 

Annual percentage yield (APy): The amount paid on the principal of an 

interest-bearing investment or account in a year, expressed as a percentage  

(or growth interest rate). 

Asset: A property that has monetary value, including personal possessions 

(such as houses, cars, and jewelry) and financial assets (for example, savings 

and investments). 

Asset allocation: How your assets are divided among stocks, bonds, and cash. 

These three basic asset classes respond to the market differently. When one 

is up, another can be down. Asset allocation is a key to investing success. Also 

known as asset mix. 

Bankruptcy: A legal process that helps consumers and businesses get rid of 

debts and repay their creditors. There are different types of bankruptcy.  

Because it affects future credit and because bankruptcy does not eliminate 

some debts, it is a last-resort option.

Bond: A type of investment that is similar to an IOU from a corporation or  

a municipal or federal government. Money is loaned, with interest, for  

repayment in full on a specific date. 

Budget: A plan that estimates income and expenses in order to achieve  

financial goals. 

certificate of deposit (cd): An FDIC-insured investment made with a financial 

institution in which a specified amount is deposited for a specific period of 

time, at a preset, fixed interest rate. 

credit: Money that a lender may extend to a borrower. The borrower generally 

promises future payment with interest. 

credit builder loan: A loan designed to help improve one’s credit report. 

Loans are typically for small amounts and generally involve giving the lender 

money upfront or in regular payments over a period of time. 

credit bureau: A company that collects and sells information about how 

people handle credit. The reports are made available to individuals and to 

creditors who profess to have a legitimate need for the information. The three 

major national credit bureaus are Equifax, Experian, and TransUnion. 

credit card: A card that allows a person to purchase goods and services by 

paying with money borrowed from a creditor. The borrower then repays the 

credit card company, often with interest. There is usually a grace period before 

interest is charged on new purchases. 

credit counseling: Personal financial services that include budget counseling 

and education, debt management plans, financial literacy courses, and housing 

counseling.

credit report: A document containing financial information about a person, 

focusing on his or her history of paying obligations, such as mortgages, car  

payments, utility bills, and credit cards. Also includes current balances on  

outstanding debts, the individual’s amount of available credit, public records 

such as bankruptcies, and inquiries about credit from various companies. 

credit score: A three-digit number that reflects the credit history detailed by a 

person’s credit report.

debit card: A card that allows an individual to transfer funds instantly from a 

bank account. 

debt: An amount owed. 

debt consolidation: The process of taking out one loan to pay off many  

others, often to secure a lower interest rate or for the convenience of paying 

only one loan. 

Glossary
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disclosure box: Also called fee disclosure box. The standardized disclosure 

box appears on credit card applications and features relatively consistent 

terms and conditions for credit card offers so that consumers can compare 

cards. 

diversification:3 Lowering risk potential by spreading money across and 

within different asset classes such as stocks, bonds, and cash equivalents. 

earned income tax credit (eitc): A tax credit for low-income workers who 

meet certain requirements, and have earned income under a specified limit. 

Even workers whose incomes are too small to have paid taxes may qualify for 

the earned income credit. 

equity: The difference between a home’s current appraised value and what 

you owe on it. For example, if your home is worth $200,000 and you owe 

$147,000, your equity is $53,000. 

Federal deposit insurance corporation (Fdic): A government entity that 

insures deposits in banks and thrift institutions, assuring bank customers that 

their savings and checking accounts are safe. As of this printing, coverage is up 

to $250,000 per depositor per bank for individual, joint, and trust accounts, and 

for individual retirement accounts (IRAs). Business accounts are also insured. 

Finance charge: The charge for using a credit card, including interest costs 

and other fees. 

Grace period: The time during which you are allowed to pay your credit card 

bill without having to pay interest. The grace period usually applies only to new 

purchases. Most credit cards do not give a grace period for cash advances and 

balance transfers; instead, interest charges start right away. 

home equity loan: A loan based on the amount of equity a homeowner has 

in the property. The interest paid on a home equity loan may be tax deductible. 

It is different from a home equity line of credit (HELOC). A home equity loan 

features a fixed rate, payment and term, usually 5 to 15 years. 

identity theft: The unauthorized use of your personal information, such as 

your name, address, Social Security number, or credit account information. 

individual retirement account (irA): IRAs are retirement accounts with 

tax advantages. You may contribute up to the limit for each taxable year. Or, if 

you’re age 50 or older, you can put aside more. But your contributions can’t 

exceed your earned income. The investment growth is not taxed until you begin 

making withdrawals, usually after age 59½. Before then, if you take money out, 

you will usually face a 10% penalty and pay taxes on the amount withdrawn.

installment credit: A type of credit in which the monthly payment is the same 

every month and the loan has a set time period. The most common forms of 

installment credit are mortgages and auto loans. 

interest rate: A percentage the borrower must pay in addition to the amount 

borrowed. For example, if $100 is borrowed at a 10% interest rate, the borrower 

may need to pay the lender $110 over the course of a year (the amount  

borrowed, plus 10%). Generally, interest rates are higher when the risk is bigger 

for the lender.

invest: To put money into something (such as a stock or mutual fund) in hopes 

of achieving a profit.

investment account: Also known as a brokerage account, an investment 

account allows you to invest in a wide variety of securities including stocks, 

bonds, mutual funds, and fixed income products. 

liability: An obligation to make a payment or settle a debt (for example, a 

mortgage or car loan payment). 

minimum payment: The minimum amount a cardholder must pay to keep the 

account from defaulting. Often this amount is 2% of the outstanding balance. 

money market account: Bank deposit accounts that permit a limited number 

of cash transactions per month and typically pay interest at rates similar to 

or slightly below the rate on short-term certificates of deposit (CDs) from the 

same institution. However, unlike CDs, you can take your money out at any 

time and earn interest until you withdraw it. Like bank products, money market 

accounts have the safety of Federal Deposit Insurance Corporation (FDIC) 

protection. 

mortgage: A form of debt in which one can own property by paying the entire 

price over time with interest—typically, a loan to buy a house. 

3 Diversification cannot ensure a profit or eliminate the risk of investment losses.
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mutual fund: A type of investment that pools the money of many investors to 

buy various stocks, bonds, and/or cash equivalents. 

needs: Necessary expenses, or must-haves, such as your mortgage/rent,  

groceries, and transportation. 

net worth: A person’s or an entity’s value, calculated by subtracting what is 

owed (liabilities) from what is owned (assets). 

overdraft protection: Ensures that all checks you write and electronic  

transactions you authorize will clear, even if you spend more than the balance in 

your account. If you link a savings account to the checking account or qualify 

for an overdraft line of credit, money is transferred from that account or line of 

credit to cover the shortfall. You will pay interest if you use your line of credit. 

Portfolio: The collection of investment assets you hold is called your  

investment portfolio. 

Predatory lenders: Lenders who take advantage of borrowers by employing 

a variety of deceptive financial practices. They may ask for money up front, 

charge very high interest rates or excessive fees, steer borrowers into larger 

loans, hide costs, or use high-pressure tactics. 

Prepaid debit card: Often compared with an electronic bank account, the 

card is loaded with a specific amount of money that is prefunded (or paid for) 

in advance. You can pay for things with a debit card without carrying cash 

around. Some cards must be used in a particular store for a limited amount 

of money. Other cards can be used anywhere that accepts the card’s payment 

network (such as MasterCard or Visa). Some cards are reloadable, meaning 

you can add money to them. 

reverse mortgage: A special type of home loan that lets you convert part of 

the equity in your home into cash. 

revolving credit: An account that requires a minimum payment each month, 

plus service charges on the remaining balance. As the balance declines, so 

does the service charge. The most common examples are credit cards and 

store cards. 

secured debt: Debt that is attached to something tangible. Common examples 

of secured debt are mortgages and auto loans. If you fail to repay secured debt, 

you could lose the item attached to it. For example, if you do not pay your car 

loan, your car can be repossessed. 

social security: America’s earned benefit program for workers who worked in 

Social Security–covered employment, and for their families. Payroll taxes from 

employers and employees pay for the benefits. 

stock: In investing terms, stock is a share or shares in ownership of a company, 

and individuals usually purchase them (invest in them) in hopes of gaining a 

profit. There are many types of stock.

Unsecured debt: Unsecured debt isn’t attached to any kind of property or 

product. Common examples of unsecured debts are credit cards, medical bills, 

and store cards, where you do not have to put up any material as security for 

the debt. 

Wants: Expenses that are nice to have but not essential, such as entertainment, 

travel, and new clothing.
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