From Sailor to Civilian

(Your Financial Checklist)
Talking Points
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The following slide handout is provided for your convenience to help you collect, digest, and
prioritize the information presented in the Navy Supply Corps Foundation financial webinar. The
talking points for each slide are included in this handout, and we encourage you to highlight and
take notes relevant to your unique circumstances.

SLIDE DECK:

Transitioning: Financial Considerations & Challenges
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Main Talking Points:

e Overview of categorical topics covered by the presentation.
e The presentation addresses relevant considerations for both active duty preparing to
leave the Navy as well as those who have already separated or retired.

Notes:
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Transitioning: Financial Considerations & Challenges
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Pay. Employment Benefits, Taxes, etc.:

= Avoid taking steps backwards due to culture shock!
+ Negotiate comparable benefits.
+ Plan for taxes and deductions.
* Plan for cost-of-living adjustments & iq’ %_‘;J
+ Create a workable, livable budget. &
= Create a plan to outpace Inflation.

+  Set aside an emergency fund.

= Strive for an apples-to-apples (or better} financial position.
* Plan for a pay gap.
* [ offered less starting pay, negotiate a S0-day proving period.
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Main Talking Points:

The Navy has been your culture, your support structure, and your daily routine. Getting
out, whether retiring or separating, can result in a “lost” or “aimless” feeling. Set goals
and stay focused on managing your transition.

Military perks and benefits are determined by policy. Civilian ones are negotiated.

Navy pays are taxable; allowances are not. In civilian life (depending on location), your
entire salary may be taxable at federal, state, and local levels.

In high cost-of-living areas, military pay is offset with COLAs. If you settle in a more
expensive area, be sure your salary requirements account for the difference.

A household budget is essential. Track income and expenses diligently. Update as needed.
Negotiate scheduled pay raises & performance bonuses. Develop income streams to
outpace inflation over time. In civilian life, pay raises don’t always come with tenure.
Save a minimum of two-month’s living expenses (preferably four to six) before getting out.
Compute an apples-to-apples, military to civilian pay equivalent (including value of perks and
benefits). Strive to negotiate it as a starting pay. Ask for a 90-day review adjustment.

Be prepared for a pay gap. Military pay is 2x per month. Retirement/VA is 1x per month.

Notes:
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Transitioning: Financial Considerations & Challenges

Lepal Services and Insurance Coverage:

+  Navy Legal: POAs, Living Will, Last Will and Testament.
= SGLIEnds. Look for other options.

SGELIto VELl Conversion

Employer-sponsored life insurance .}g‘,}g}
MNMIAA, USAS VALfe, et e o

AARP, AL, Ethos, etc. < ok -
consider: Term, While Life, Universal

shop around. Learn the ropes. . o .

If you turn to the Internet, expect SPAR.
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Main Talking Points:

Make use of your legal resources while you're still in the Navy. Powers of attorney, a living
will, last will and testament, etc. can cost several hundred dollars on the outside. Likewise,
from military to civilian life, your situation may change significantly.

Service Group Life Insurance (SGLI) ends. You'll have to replace it. You have many choices:

O
O

O O O O O

Convert SGLI to VGLI. (Time Sensitive).

See about employer life insurance. It may be included in your employment package,
or you may need to opt-in as a deduction.

Look into military service organizations offering life insurance.

Membership associations offer life insurance.

Know the difference between term vs. whole life vs. universal policies.

Premiums vary widely from one provider to the next. Shop around.

Beware of Internet sites that ask for email and phone to provide a quote. They farm
your information out to multiple insurance companies. The phone won’t stop
ringing and the spam will flow freely.

Notes:

Page 3 of 11



O Transitioning: Financial Considerations & Challenges

VA Benefits, Pension, and Compensation:

= Visit hittps://benefits.va.gov/benefits/ to research & explore.
+ (Gef tested PRIOR to leaving service.
= Copy your full medical record.

+ Look into a VA Home Loan if buying.|
= Talk to your local VA Rep ASAP.

= Use the DAV to handle your case.

= Benefits for eligible veterans:
Chapter 35 benefits for spouse and dependents
CHAMP WA insurance for dependents
Property tax exemptions in some states:

AL, AR, CA,FL, Hi, IL, 18, MO, B
HE, MH, NI, NBA, OK, PA, 5C, T, Va
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Main Talking Points:

The Navy “force-feeds” you information on your rights, responsibilities, and benefits while
you’re in. Once you’re out, there’s a vacuum where you’re left guessing.
Get tested, evaluated, and documented BEFORE you leave the service. If documented
while you're in, it’s “Service Connected”. Once you’re out, it’s hard to prove.
Your VA benefits are extremely valuable. Visit the VA Benefits website and take 20 well-
spent minutes looking over the benefits listed in the left-margin side menu.
o Check https://www.va.gov/disability/compensation-rates/ for compensation rates.
o Check 38 CFR Book C, Schedule for Rating Disabilities to learn more about specific
conditions and diagnoses: https://www.benefits.va.gov/warms/bookc.asp#o
o Even a 0% disability award is worthwhile. Get your situation documented.
o Common conditions: Tinnitus, Migraines, Sleep Apnea, Sciatic Nerve, Skin Cancer,
Chronic Back Pain, Limited Range of Motion, Scars, etc.

VA Home Loan is a no-money-down, government-backed loan.
Meet with your local VA Rep for state veteran benefits. VA benefits aren’t just federal.
If you are 100% rated, you and your dependents are entitled to additional benefits.

Notes:
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O Transitioning: Financial Considerations & Challenges

Career and Income Choices After You Separate or Retire

+  Hourly? Salary? Contractor? Entrepreneurship?

+ Considerations for entrepreneurs:
= Requires unoomimon commitment
Autononmy: Be your own boss.
Tax advantages: Keep more of your earmings.
Find the right help to &t it up proper.
Find 3 business coach or mentor for guidance.
Legrn and wse your evailable resources.

+  Monetize a hobby into a business.

,  CEOY OMOToT.Cam Shane, Consuliing, AesToGno, CoMmpunsT repals crafting,
. Startup |dE‘EE. Wi rowers, Ghodography; fromchice ownsrsing, direct sokes, real effobe, efic.

+ Already in business? Have employees? Check out the ERC!

Gt Doty a5 weiew, Prosper-ERC com |

Up 1o §26.000 per empicyee.
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Main Talking Points:

One of the decisions you’ll have to make: Work for someone else, or work for yourself.

If choosing to work for a company, find a mentor to guide you in the right direction to avoid
common mistakes and short-cut your path to being fluent in corporate culture.

If choosing to start your own business, find a business coach. There are prudent do’s and
don’ts, easy ways and hard ways, etc. to avoiding mistakes. Learn from someone who has
been there, done that. Shorten your learning curve and speed up your success.

Even if you get a salaried job after the Navy, starting a small venture (business) by
monetizing a hobby into a business can offer valuable and worthwhile tax benefits. Talk to
your accountant or tax advisor for more details.

If you already own a business and have had employees during the pandemic, you may be
eligible for the Employee Retention Tax Credit (ERTC), also known as the ERC credit. It’s a
stimulus for businesses with W-2 employees that were affected by the pandemic. Learn
more at www.Prosper-ERC.com (a sub-page on the YourDebtFreeFuture.com website).

Notes:

Page 5 of 11


http://www.prosper-erc.com/

Transitioning: Financial Considerations & Challenges

Get “Money Smart” and Strategically Leverage Your Income

* If you're behind the power curve or just want to get ahead:

*  Consider a high-yield savings account. Example:
*  Deposit paychecks to savings vs. checking. CORNERSTONE MONEY MARKET
*  Earn daily compounding interest on your pay. |
Auto-Transfer money to checking to pay bills. VIO BANK
«  Direct Deposit of next paycheck replenishes. 5 0 2 0/0 ul
*  Automate the continual process. . Apy"  Balances
i i R d Annual P Yield (APY] f
s oy, EAMN interest on your paycheck, ongoing. SRZ073 and e subeet oy changs vt .
eposit poy Ao
Wah-dield sovins DTevosit oy Devosit roy Depasit poy
"4 4 4 I'4 And Se On...
i L] Li LE L Ll Ll
1st o 15th » 15t o 15th o st 15th 1st
i > = =
Farn Latertesy * Tntevesy * TLaterest * Tateresyt
XFfer For Bus Bils Bils
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Main Talking Points:

You can maximize the earning power of your money by simply changing the path of your
household’s cash flow.

o Consider a high-yield savings account. Example: Vio Bank.

o Ifyou switch your direct deposit to a high-yield savings account, you begin accruing
interest on your pay (compounded daily and paid monthly).

o High-yield savings accounts are limited to six withdrawals per month. If you auto-
transfer your paycheck to checking (to pay bills) on the same day your next check
is deposited, your average daily balance in savings does not decrease.

o Your deposits to savings, transfers to checking, and bill payments from checking
can all be automated for hands-free financial management.

o In this example, you would earn 5.02% compounding interest on your paycheck,
ongoing each year for zero effort. That’s extra money to pay down debt or improve
your quality of life.

Notes:
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Transitioning: Financial Considerations & Challenges

Get "Money Smart” and Stratepically Pay Off Your Debt

= Cancel interest off your amortized debts:
Armortized koans use FROMT-LOADED interast.

Example:
Frest il Badvesssll nl
FLATRAT

Eemaad Fapemest: 1
Vil P aprata 15 :..a%
el el rale L B
“Tubal Eepaid ll.l:ﬂ.l"--/

“Tniad indwraw Fusd o000

Fesi

S e

=
==

Percentage of payment towards interest in this example: 80.75

Strategy: Adding next month's principal to this month's paymient cancels nest
rmonth's interest off the badk end of your loan. e 51,8194 ¢« 527450 concet 51,424 551
In this example: Paying 53,094.06 extre cancels 512 520.11 [AND gne yedr).

From Salkar bo Civian - Your Financial Cheackiist | June 28, 2023

Main Talking Points:

You can use interest cancellation as a strategy to pay off amortized debts faster.

This works with mortgages, car loans, student loans, personal loans, or any other fully
amortized debt.

Remember: Interest on your debt is an imaginary number until time passes to create it.
Paying down extra principal cancels interest off the back end of your loan.

Amortized debts are front-loaded interest. Small extra principal payments early in the loan
cancel large chunks of interest down the road, thereby reducing the term of your loan.
Example: If you make a regular monthly mortgage payment PLUS the principal amount from
next month’s payment, you cancel the amount of next month’s interest off the back end of
your loan.

Expect banks and lenders to make refinance offers under the guise of “improving your
household cash flow” or “making smaller payments”. They are simply attempting to extend
your interest payments by restarting the clock on front-loading interest in their pockets.
Refinancing loans, consolidating loans, rolling origination fees, etc. can add interest and
time to debt. See a financial coach or your financial advisor to see what makes sense.

Notes:
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Transitioning: Financial Considerations & Challenges

Get “Money Smart” and Strategically Pay Off Your Debt

* A More Practical Example: Applying the Same Strategy

Differences between a Bi-weekly Mortgage vs. making Strategic Monthly payments

Bi-Weekly Mortgage Strategic Monthly Mortgage Payments
<+ 26 payments per year, meaning... % Monthly payment + 1/12 towards principal.

+* One “full” extra mortgage payment yearly. +* One “full” extra mortgage payment yearly.
++ Constrains you to more frequent payments. | % More flexible payment schedule “in case”...

<+ Extra payment is principal and interest. <+ Extra Payment is 100% toward principal.
+» Reduces balance faster, so saves on interest. | % Paying more principal cancels more interest.
<+ Pays your home off sooner. <+ Pays your home off even faster.

*  “You either work for money, or money works for you!”
If you CREATE the additional principal by leveraging your income, then you can pay
off your amortized debts faster by using money that works for YOU.

From Sailor to Givilian — Your Financial Checklist | June 28, 2023

Main Talking Points:

Banks often sell “bi-weekly” mortgage terms. With 52 weeks in a calendar year, a bi-
weekly payment would result in 26 mortgage payments in a year. It's comparable to
making 13 full monthly payments. The selling point: Your house is paid off sooner.
However, the 26 payments are a combination of principal and interest. Recall, early in an
amortized loan (front loaded interest), principal portions are low and interest portions are
high.

In the previous slide, the principal portion of the bi-weekly payment would amount to less
than $290 off the mortgage’s overall principal balance.

A practical example of interest cancellation is to add 1/12 of your regular mortgage
payment as extra principal with your regular monthly payment. In doing so, you’d make
one full extra mortgage payment in a year, but the entire amount of the extra payment
would be 100% principal.

In this example, the principal amount of an entire mortgage payment ($1,419) would be
applied to the loan’s overall balance, rather than something less than $290.

Be sure to specify to the lender that any extra payment is to be applied to the principal.

Notes:
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Transitioning: Financial Considerations & Challenges

Find Out WHEN You Can Be Debt-Free with an Analysis
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Main Talking Points:

The Prosperity Solutions Group (PSG) will run a free debt-payoff analysis and savings report
to quantify how soon (given your current snapshot in time) you can be debt-free by using
strategic payment concepts and interest cancellation, interest float, and interest accrual.

You will see how much interest you will save (keep it in your own pocket instead of giving
it to your lender).

The report shows how much time (in years) you can cancel off of your scheduled debt.
You will also get an estimated savings-in-the-bank that you could accrue in the time you
would otherwise be paying off debts.

Download the Free Analysis request form at
https://yourdebtfreefuture.com/get-debt-analysis/

Notes:
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Transitioning: Financial Considerations & Challenges

Minimize Stress in Your Transition by Avoiding Pitfalls

»  Avoid and pay off consumer debts before transitioning.

*  Try to separate/retire debt-free.

* Be coreful about consolidation loans. Tiwe Finamcial Acsmen Courss

* Be coreful wf deferred interest credit. | 7 5~%pS
P g e ey s —

*  Avoid interest-only payments. = O = e,

*  Protect your credit score. It matters. ‘._:' ] P

* Don't treat credit cards as an i

extension of your income.
= More tools, strategies, money skills, etc. Eo 2 = | e

visit wwwYourDebtFreeFuture.com
and take The Financial Acumen Course®

Use Coupon Code: NSOF-20
o Sarve 2006
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Main Talking Points:

In summary:

o Work towards paying off debts prior to separating/retiring from the Navy.

o Pay yourself FIRST and set aside money for an emergency fund to cover both
foreseen and unforeseen expenses while transitioning, as well as a pay-gap.

o Be careful about consolidation loans which may include origination fees, hidden costs,
and front-loaded interest. They can often end up costing more money in interest than
if payments were made to the original debts. Do the math to be sure.

o Regarding interest on debt, be SUPER CAREFUL about any promotional periods
which may include deferred interest. Missing a payoff deadline means adding
interest to your account balance retroactively.

o Interest-only debt payments do nothing to lower your debts. It’s just giving away
money to the lender with nothing to show for it.

o Protect your credit score. If your score drops, lenders can (and often will) increase
your interest rates, treating you as a higher credit risk.

o If you fall short on monthly cash flow, RE-BUDGET. Don’t treat credit cards as an
extension of your income. Find a financial coach. Live below your means.

o To learn more strategies, access tools and resources, improve financial literacy and
master lifetime money skills, consider enrolling in The Financial Acumen Course®.

o The Financial Acumen Course® is at www.YourDebtFreeFuture.com.

o Use coupon code: NSCF-20 to save 20% off course enrollment.

o PSG matches your 20% savings w/ a 20% donation to the Supply Corps Foundation.

Notes:

Page 10 of 11


http://www.yourdebtfreefuture.com/

Transitioning: Financial Considerations & Challenges

QUESTIONS and ANSWERS

Torn Eliott

(Faundrer of The Praspemity Salvisons Groue ™)
Email: ToenE ProsperitySolutionsGEmu poooem
Cell: 757-545-1453

S BOAL with Coupors Codie RECF-2100 m
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Main Talking Points:

e CONTACT INFORMATION:
o Tom Elliott, Founder of The Prosperity Solutions Group®
o Email: Tom@ProsperitySolutionsGroup.com
o Phone: 757-646-1453
o www.YourDebtFreeFuture.com

e For Additional Military-to-Civilian Financial Transition information (including a
downloadable timeline checklist), visit www.YourDebtFreeFuture.com/military

Notes:
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