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No one ever said having children was easy. First there are the 4:00 a.m. feedings, then the terrible twos, and before you know it, it’s time to start worrying about those dreaded teenage years. And on top of the stress of caring for a child, you have to figure out how to cover all the expenses for one.

Ready for sticker shock? The average family spends between $11,000 and $16,000 raising their child during his first year and more than $200,000 before that child turns eighteen, according to the U.S. Department of Agriculture. Indulge in pricey items, such as a $900 Bugaboo stroller and private schools, and expenses can easily skyrocket to over $1 million. Add a second child and you had better expect to spend twice as much. (Sorry, folks, few economies of scale to be found here.) If parents don’t have a handle on everything from child tax credits and the Family and Medical Leave Act of 1993 to flexible spending accounts and 529 plans, they could end up squandering precious dollars that will leave them coming up short just when it’s time to pay for college.

Fortunately, there is a solution: planning. Trust me, I know it isn’t easy to keep the big picture in mind when you have small children. Immediate expenses—such as outfitting a nursery—always seem to trump efforts to fund longer-term goals. After my daughter was born, I, too, found the experience bewildering and intimidating, and I write about this stuff for a living. It’s one thing to know I should open a college fund and another to find the time to set one up in between feedings.

But—and this is good news!—the reality is that it didn’t take nearly as much effort or time as I’d feared to set up a long-term plan for my new family. My husband and I attacked the project in three steps. First, we put our estate in order, then we set a budget for our immediate needs; finally, we tackled the proverbial elephant in the room—the college savings account. The challenge, of course, was how to balance all of this while continuing to fund our retirement.

We quickly realized that the only way to make our financial plan work was by keeping our baby-related spending to a minimum. Unfortunately, it proved much more difficult than we imagined not to get caught up in the race to keep up with the other moms and dads. While I was parking my perfectly adequate stroller at a playgroup one afternoon, one mom looked inquisitively at me and finally asked if I had left my Bugaboo at home. I’m ashamed to admit it, but I actually found myself feeling embarrassed and could barely answer the question. Looking back, I wished I had said that I banked the extra $700 in my kid’s college savings fund.

Having a plan, however, doesn’t mean you can’t ever splurge on things that are important to you. For instance, we decided to spend $450 for a professional photographer to come to our home and capture our seven-month-old’s toothless grin. Sure, we could have spent a fraction of that on prints from a retailer’s studio, but we wanted something more intimate and felt the cost was worth it. We had also budgeted for one extravagant item during our daughter’s first year, so we knew we could afford to make this choice. For you that one extravagant thing might be the Bugaboo, having a baby nurse or throwing a lavish first-birthday party. The point is that this book is designed to give you the flexibility to choose your own indulgences while maintaining your family’s financial security.

So for all of you parents who want to provide a secure future for your children but simply don’t know where to start, The Wall Street Journal. Financial Guidebook for New Parents provides your road map. In these chapters, you’ll receive a step-by-step plan for getting your family’s finances in order that is relevant whether you are expecting, have an infant or have a handful of kids in elementary school or older.


ACTION PLAN FOR PARENTS

Don’t have time to sit down and read this book from cover to cover? This ten-step game plan is a quick and handy reference to jump-start your family’s finances.


	Draft a will and name a guardian.


	Draw up a trust and name a trustee.


	Buy life insurance and consider a life insurance trust.


	Track your spending and develop a family budget.


	(Continue to) set aside money for retirement.


	Take advantage of all tax-advantaged benefits at work (health care flexible spending account, dependent care account, etc.).


	Take advantage of child-friendly tax credits and deductions.


	Set up a college fund (only if you can afford it).


	Set up a savings plans for other long-term goals, including a larger home.


	Reassess your budget as your situation changes (additional kids, change in child care needs, etc.).
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This book is broken down into three sections. Part One, “When Baby Makes Three,” helps readers make the financial transition from carefree individuals to parents.

Starting with the first chapter, “Your Maternity (or Paternity) Leave,” I’ll walk readers through the realities of maternity benefits. I’ll explain to expectant parents how much money they can count on from their employers and how to figure out how much time they can realistically afford to take off for maternity leave.

Chapter 2, “Kissing That Cubicle Good-bye,” discusses the financial implications of staying home and caring for the children. Families need to realize that it isn’t enough to simply subtract the stay-at-home parent’s paycheck; they also need to consider the value of their previous corporate benefits, including health insurance and retirement plan. This section will also discuss strategies to help stay-at-home parents work part-time to help keep their foot in the door, and how to reenter the workforce once the kids start school.

Next, Chapter 3, “Returning to the Grind,” uncovers the financial pros and cons of returning to your job. On the positive side, it’s nice to have that paycheck and the corporate benefits, especially the retirement account. But some parents may find child care is so expensive that it actually costs them money to go to work.

There’s some good news in Chapter 4, “Who Says Uncle Sam Doesn’t Care?,” where I’ll explain all of the tax benefits that come with children. While there are some pretty generous deductions and credits for the taking, families should be aware that many of them start to phase out as couples hit certain income levels. I’ll also discuss how the IRS handles divorce and children.

Chapter 5, “Where Should You Nest?,” tackles the “urban or suburban” debate. Most couples find they want more space when baby makes three. But a move from the city to the suburbs may not make as much financial sense as people think once they factor in such extra costs as two cars and a commute. Even the cost of upgrading to a larger home or a roomier car can be more expensive than parents expect, once maintenance and gas are included in the equation.

In the second section, “No One Ever Said Kids Were Cheap,” I’ll discuss the major expenses associated with children.

I’ll uncloak the cost of child care in Chapter 6, “Finding (and Paying for) Mary Poppins.” I’ll also describe how to hire a nanny legally and protect yourself against litigation should your babysitter get injured on the job.

In Chapter 7, “Avoiding a Health Scare,” I’ll warn readers that they need to closely manage their health care and all of the related paperwork, or risk paying through the nose for each office visit and lab test. I’ll show parents how they can strategize to stretch their health care dollars for the entire family.

What’s often the biggest expense, education, is covered in Chapter 8, “Paying for Harvard.” I’ll tell readers just how much a university education will cost in eighteen years. I’ll then show families the best ways to save this vast sum of money. I’ll also help all those parents who are debating whether or not they should send their young children to private school.

Lastly, in Part Three, “Your Contingency Plan,” I’ll discuss four documents every family needs to protect themselves against the unthinkable.

First, in Chapter 9, “Yes, You Need a Will,” I’ll walk parents through the importance of drafting a will and naming a guardian. Here’s a little secret: without this document a court will decide who cares for your children if both parents should pass away.

Once the will is set, Chapter 10, “Trusts: They Aren’t Just for the Wealthy,” will explain why most families should also set up a trust and name a trustee. Despite any preconceived notions you may have about trusts, they’re a useful tool for middle-class parents or anyone who wants a say in how their assets will be spent on their children.

Chapter 11, “Life Insurance: Better Safe Than Sorry,” takes the complexity out of buying life insurance. I’ll demystify the difference between term and whole life and help you determine how much insurance you need.

Then I’ll argue why most people should consider buying individual disability insurance in Chapter 12, “Accidents Happen …Are You Prepared?” The amount of coverage typically provided by an employer-sponsored plan falls short of covering an average family’s expenses. The second half of the chapter will clarify what to look for in a policy and which riders are worth the extra money.

Finally, for all those parents looking for useful advice on how to save on everyday items, I’ve also included a special section, “Money-Saving Tips for Every Stage,” from experienced parents who’ve already been there.

One of the biggest problems new parents face is that they don’t see major expenses coming their way, and that leaves them unprepared to pay for them. This book will walk you through all the financial hits most parents with young children take, and it will help you fend them off. Remember, it’s okay to feel a bit intimidated after a new child is born, but it’s no time to ignore your finances in the hopes that they’ll just work themselves out.

I won’t lie to you. Having children is expensive. But with a little planning, you can raise your brood and still have enough left over for a comfortable retirement. This book will help you get there.
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[image: ]ongratulations, you’re pregnant!

Now brace yourself for some unwelcome news. Along with hemorrhoids and hormonal mood swings, meager maternity benefits are just one more harsh reality that no one warns pregnant women about.

Once you officially announce your good news to your boss, you’ll quickly figure out that your time off with the baby could put a serious strain on your finances. Don’t kid yourself—maternity leave is no paid vacation. While most companies try to paint themselves as “family-friendly,” the reality is that most employers provide only the bare minimum in terms of benefits required by law. That means that if you work for a large company, you may get only twelve weeks of unpaid leave. If you’re employed by a small firm, you may not get even that.

Even so, don’t panic. The truth is that maternity leave is only the first of many financial challenges that will come your way as new parents. But along with learning how to change diapers and swaddle a newborn, you can master managing your money at this more complicated stage of your life, too. In this chapter I’ll provide you with all of the information and tools you need to get through your maternity leave with your finances intact.

GET AN EARLY START

The best way to budget for your maternity leave is to start saving while you’re still pregnant. With some careful planning and a bit of discipline, you should be able to afford to take as much time to bond with your baby as your employer allows. Let’s take a closer look at how one couple, Jennifer and Steven Share, managed to do it.

When Jennifer was pregnant with her first child, she worked as a CPA for a small accounting firm in New Jersey. Her employer was generous and offered all of its female employees six months of maternity leave. Although the time off was unpaid, Jennifer managed to take full advantage of this benefit and bond with her baby without derailing the family’s finances.

What was her secret? Before Jennifer got pregnant she found out how much time her company would allow her to spend with a baby. She then started setting aside a little money each month in a reserve fund to help pay bills once the couple lost her paycheck during maternity leave.


THREE STEPS TO FIGURING OUT
HOW MUCH YOU’LL NEED

Fortunately, you don’t need to be an accountant like Jennifer to figure out how to afford a full maternity leave. These three steps will help you get there.

Step 1: Find Out How Much Leave You Get and
 If Any of It’s Paid

As soon as you announce you’re expecting, go to your human resources department and find out how much maternity leave you’re entitled to and how much money you’ll see during those weeks off. (See page 13 for more on what employers are legally required to provide.) Armed with this information, you’ll know exactly how much cash is coming in while you’re taking care of your new baby.

Step 2: Crunch the Numbers and
Figure Out How Much Money You’ll Need

Track your current spending and compare your total monthly expenses to your cash flow during the unpaid portion of your leave. This exercise will tell you where your new family stands financially. (The worksheet on page 186 in the Appendix can help you get started.) If you’re like many young, two-income households, there’s a good chance you’ll find yourselves initially coming up short without that extra paycheck. Don’t despair. Just write down exactly how much you need to help cover your expenses, and then I’ll show you some easy ways to help bridge the gap in your budget.

Step 3: Find Ways to Save Money So
You Can Afford to Take a Full Leave

Now it’s time to come up with a savings plan to help make up for that lost paycheck. When you fill out the spending worksheet you’ll notice that expenses are broken down into two categories: basic necessities and extraneous items. These extraneous items, including entertainment, shopping and daily trips to Starbucks, are your opportunities to save money each month without much sacrifice on your part. Also remember to factor in the expenses that disappear when you’re not working, such as commuting and dry cleaning. If you’re still in the red, you’re going to have to find some more aggressive ways to spend less. (For ideas on how to do this, see page 16.)
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But soon after Jennifer conceived that plan hit a snag. Steven lost his job and the couple felt what it was like to live on just one salary a lot sooner than they had planned. “I was in panic mode,” Jennifer says. At that point the Shares realized that they needed a safety net that was large enough to carry them should they both be out of work at the same time.


PATERNITY LEAVE

What about dads? They’re allowed to take time off to bond with the baby, too. Under the FMLA, men who work for a large employer or a public agency are entitled to twelve weeks of unpaid leave. David Leibowitz, an attorney and father of three, took full advantage of the law. When his first child arrived he took three months off from the Middlesex District Attorney’s office in Cambridge, Massachusetts, to care for his daughter after his wife went back to work. “It was the greatest experience of my life,” he says. He has since taken a formal leave after the birth of each of his children.

Financially speaking, it would be very tough for most young couples to survive without any money coming in for three months. Instead, many fathers save up their vacation and use that time off to help with a new child.



A couple of months later, Steven found a new job and Jennifer started saving much more aggressively. “I wanted to bank six months of mortgage payments,” she says. Fortunately for the Shares, Jennifer reached her savings goal a little early; a difficult pregnancy forced her to stop working six weeks before her due date and put her on disability.

Looking back, Jennifer admits it was tough to cut back their spending before her daughter was born. But once she arrived, Jennifer and Steven knew the sacrifice was worth it. There’s nothing Jennifer would have traded in exchange for those precious six months with her baby girl.

No matter what you do, don’t let your maternity leave set you up for a financial setback later on. While it may be tempting to live off your credit cards for a little while, the reality is that your expenses will only increase once a baby arrives, making it more difficult to chip away at the debt over time.

HOW MUCH TIME YOU’LL
GET TO SPEND WITH YOUR BABY

Under the Family and Medical Leave Act of 1993 (FMLA), public agencies and employers with at least fifty employees are required to give new parents only twelve weeks of unpaid leave. Some states, however, have passed similar laws that may apply to women who aren’t given time off under the federal law. (Contact your state’s Department of Labor to figure out how much time your employer is required to provide for maternity leave.) Your firm, like Jennifer Share’s, may also opt to provide you with a longer leave.


FIGHTING PREGNANCY DISCRIMINATION

Can’t imagine your boss would treat you differently simply because you’re expecting? Think again. Pregnancy discrimination is actually on the rise and is the fastest-growing type of discrimination in the workforce, according to the U.S. Equal Employment Opportunity Commission (EEOC). In fiscal year 2007, the EEOC received 5,587 charges of pregnancy-based discrimination. It resolved 4,979 of those charges and recovered $30 million in monetary benefits. For more details on the Pregnancy Discrimination Act or to file a complaint, contact the U.S. Equal Employment Opportunity Commission (EEOC) or check out its Web site at eeoc.gov.



Now for the bad news. If you’re like the 45 percent of workers who receive a paycheck from a small company with fewer than fifty employees, you won’t fall under the protection of the FMLA. That means you aren’t entitled to twelve weeks off to recover from the birth itself and bond with your baby. But if your company has at least fifteen employees, your boss must offer you the same insurance and any other support it provides other workers with medical or disability leave under the Pregnancy Discrimination Act.

HOW MUCH MONEY YOU CAN
EXPECT DURING YOUR LEAVE

The most important question most families have is how much Mom will get paid during her maternity leave. (Paternity leave, however, is unpaid under the FMLA.) Unfortunately, the federal law doesn’t require employers to pay you anything during your time off. Many companies, however, do have short-term disability insurance for their employees. If that’s the case, you can probably count on six weeks of disability for a vaginal delivery or eight weeks for a cesarean, plus any accrued vacation you’ve already earned. In some cases you may also be able to tap into your sick days.


ADOPTION AND FOSTER BENEFITS

Parents who adopt or foster a child are entitled to twelve weeks of unpaid leave under the FMLA. Although companies are not required to provide any financial assistance, more are starting to do so. In 2007, 47 percent of major U.S. companies offered their employees monetary assistance toward adoption, according to human resources consulting firm Hewitt Associates. That’s a big improvement from 1990, when just 12 percent did. The average firm that offers benefits gives its adoptive parents $5,000 and five weeks’ paid leave, according to the Dave Thomas Foundation for Adoption.



Sounds pretty good, right? Before you decide to skip this chapter thinking you won’t need to save any money before the baby arrives, realize that there’s a slim chance disability pay will mirror your regular paycheck. That’s because most disability payments are capped at between 50 percent and 60 percent of your salary. If you’re adopting or fostering a child, you won’t see any disability checks or sick leave (see sidebar).

So what will this mean for your budget? Let’s say you get six weeks of disability payments, at 50 percent of your regular salary, and two weeks of paid vacation. That works out to the equivalent of a full paycheck for just five weeks. If you get three months off, you’ll have to find a way to cover your expenses for the next seven weeks without Mom’s income.

Contact your human resources department to find out exactly how much money you’ll pull in during your leave and to get all the paperwork needed to apply for disability benefits. Your employer cannot fill out the forms on your behalf.

SAVING FOR YOUR MATERNITY LEAVE

My very generous employer allowed six months off for maternity leave, and I fortunately did not have to worry about money during the first two months. That’s because money was still coming in the door thanks to my disability insurance and vacation—but I still had four months without any income that I needed to plan for.

Looking back, it was relatively easy to stash away at least part of the money we needed without even trying. While I was pregnant, I followed my doctor’s orders and skipped drinks with colleagues after work. On the weekends, I was simply too tired to socialize as much as I used to. And once our daughter arrived, our social calendar came to a standstill. We didn’t go out to eat or spend any money on entertainment for at least four months, other than the occasional Chinese takeout and Netflix DVDs.

Still, social hibernation alone probably won’t save you enough to entirely make up for that lost paycheck. You’ll need to be more proactive and somehow find ways to save money and set it aside for when the baby arrives. Saving for maternity leave is also just the beginning, and many of the steps you take now to afford the time off will also pay off after your baby is born. If you’re having trouble figuring out how to save enough for maternity leave, maybe you need to take more drastic measures that will enable you to better afford your new bundle of joy once she arrives.

Remember the Shares? The first time around they managed to slash their budget by cutting back on frivolous shopping and entertainment. A few years later, when Jennifer was about to give birth to their third and fourth children (twin girls), they realized they needed to find more extreme ways to afford the cost of raising four kids. They decided to sell their house near the New Jersey shore and move to a cheaper neighborhood, decreasing their mortgage payment by $400 a month. They also bought a less expensive SUV, lowering their car payment by $60 a month.

There are literally hundreds of ways to save money. Here are just a few tips to help you get started and build up a reserve fund before your maternity leave. (See the full “Money-Saving Tips for Every Stage” guide at the end of the book for more ideas on how to cut back your child-related expenses.)

Save More


	Consolidate your debt. Don’t waste money on high-interest-rate credit cards. Instead, transfer your balances to a zero-percent or low-interest-rate card and then aggressively work toward paying off what you owe. This will help free up cash flow both during maternity leave and after the baby arrives.


	Cut back on eating out. You can easily slash your spending by doing some simple things like bringing your lunch to work (if you save $3 a day, that will total $60 a month) or drinking the office decaf instead of splurging on a $3.50 cup of joe from Starbucks ($70 a month).


	Downsize your entertainment costs. Skip your weekly trip to the movie theater and rent a DVD instead and you can save up to $70 a month. When that’s not enough, get creative and consider inviting friends over for game night rather than dining out at an expensive restaurant.


	Audit your utilities and other household bills. While nesting, make a list of household services, such as premium cable channels, that you’re not using and cancel them. Consider dropping your landline and relying solely on your cell phone. If you want to keep your home phone, check out consumer Web sites such as LowerMyBills.com or MyRatePlan. com to see if there is a better service plan for you. You can even save hundreds a year by reducing your energy costs if you seal leaky windows and use Energy Star appliances.




Spend Less


	Avoid the urge to upgrade. Just because a baby is on the way doesn’t mean you need to sell a reliable (and affordable) car and get a new SUV. As long as you have a backseat with room for an infant seat, you’re set.


	Hold off on the McMansion. There’s no reason to rush moving into a larger and more costly home. Provided there’s room in your current house for a crib, you should be fine. It’s better to wait until you’ve figured out what your future finances will look like before you start increasing your financial commitments. One of the biggest dangers is that you could buy a new house based on two paychecks only to realize later that one of you wants to stay home with the baby.


	Register for as much as possible. A common error expectant parents make is spending hundreds of dollars on baby items before the birth only to be inundated with gifts at a shower or after the little one’s arrival. Instead, register for the items you need, and wait and see what you get.


	Borrow from friends. So much baby gear, including infant swings and bouncy seats, has a limited shelf life. If you plan to use an item for only a few months, try to borrow one from a friend. Not only do most parents want to help out, but they also realize that lending gear is a great way to get rid of large plastic objects until they have their next kid.




WHAT HAPPENS AFTER LEAVE?

Once your leave is up, you’ll have to decide whether to go back to work or stay home with the baby. Most parents who plan to return to the workforce simply go back after their official leave is up. However, that’s not what happened to Lia Gravier.

After taking three months off to care for her baby, Lia was ready to return to her job as the public relations manager at a New York City-based museum. Three days before she was scheduled to go back to work, her boss called her at home. The director of the museum told her he had given her management position to someone else and that she could come back as a colleague’s assistant.

Lia says she never saw the demotion coming. She had been in touch with her coworkers during her maternity leave and her boss never gave her any indication that her job was at risk. She was so taken aback by the phone call that she didn’t initially know how to respond. She also wasn’t entirely clear on what her rights were under the FMLA. After speaking with a lawyer, Lia learned that the FMLA guarantees that you can’t be demoted while out on maternity leave; your employer must either hold your position for you or provide you one with equivalent benefits, pay, working conditions and seniority.

Although Lia initially considered filing a complaint against the museum, she later decided not to follow through. “You’ve just had this amazing thing happen in your life. Why turn it into something negative?” Lia quickly found a new job in a more family-friendly environment. She even managed to find a position where she could work part-time.

In the next two chapters, I’ll help you decide what to do after your leave and discuss how your decision will affect your family financially over both the short term and the long haul. The good news is that having a financial game plan in place before your leave starts you off on the right financial foot, so you should be able to afford to raise your kids however you want, whether that’s as a stay-at-home parent or as one who works in an office.


KNOW YOUR RIGHTS UNDER FMLA
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If your employer violates the FMLA, you can and should file a complaint with the secretary of labor by contacting your local. Wage and Hour Division of the Employment Standards Administration, U.S. Department of Labor. If the Labor Department believes your complaint has merit, it will try to resolve the issue directly with your employer. In some cases, the secretary of labor may file a lawsuit on your behalf. If you win, you may get lost wages, employment benefits and possibly reinstatement of your job or even a promotion.

You should also know that there are certain circumstances where you could legitimately find yourself on the unemployment line. If your company is going through a reorganization—and what company isn’t these days?—you could legally get the sack or be demoted while you’re out on leave. Also, highly compensated women are at particular risk. Those who rank among the top 10 percent of highest-paid employees won’t fall under the protection of the FMLA if a firm can argue that not having you around during your maternity leave will cause it serious economic injury.

If you lose your job while out on maternity leave, you’ll also lose your health benefits. But don’t panic if your family counts on this insurance. You may be eligible for COBRA, which means your former employer must keep you on its health plan for eighteen months but is no longer required to pay a portion of your premium. You’ll be responsible for the entire bill, which averages $1,050 (for family coverage) a month. (The one exception is if you’re laid off between September 1, 2008, and December 31, 2009. You may be eligible for a 65 percent government subsidy for nine months toward your premiums.) While this may sound pricey, some families find that it’s still a relative bargain compared with comprehensive health insurance options sold on the private market. (I’ll discuss health insurance and money-saving strategies in Chapter 7.)

For more information on the Family and Medical Leave Act, check out the Department of Labor’s Web site at dol.gov.
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Monthly Expenses

Amount.

Basic Necessities.

Mortgage/rent
Creditcard payment(s)

Other debt payment(s)

Utiities

Healthinsurance

Autoinsurance

Garpayment

Medications

Commuting

Telephone/cell phone.

Groceries

Diapers

Formula

Child care/preschool

Retirement savings (401(k), IRA etc.)

Other Expenses
Internet service
Gable.
Baby gear
Child-related actvities
Babysitters
Clthing
Grooming (haircuts, etc)
Entertainment (movies, etc.)
Eating out (including lunch at work)
Orydeaning
Hobbies

Total Expenses .

Enter Monthly Income:*  §.
Subract Total Expenses: .

Available Cash .
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KISSING
THAT CUBRICLE

G @L%i)\%éy}l

@

Common Misconceptio:
IFT quit my job, all T lose is my paycheck, which would prob-
ablyget eaten by child care anyway.

The Reality:
Walkaway froma corporatejoband youalso lose atractive bene-
fits such asaffordable health nsurance,a retirementaccountand
aflexible spending account, which allows you to use pretax dol-
tarsfor heaith care and child care expenses.

The Bottom Lin
Make sure to factor in your salary plus the cost of benefits when
decidingifyour family can afford to live on just oneincome.
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YOUR
MATERNITY
(OR PATERNITY)

( @\\VE

Common Misconception:
Materrity (orpaternity) benefits are so generous that I can easily
afford o takeatleast three months o to bond with my baby.

The Reality:
Most mothers receiv six to eight weeks of disability payments,
making maternityleavea inancialtrain during an already sress-
fultime.

The Bottom Lin
1ts up o you alone to make your maternity leave possible. Plan
ahead and start building areserve fund o help you afford all the
time offthat your employer allows.
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ACCIDENTS
HAPPEN...
ARE YOU

PREPARED?

Common Misconception:
My employer saidtwould take care of me f L ever gt ijured.

The Reality:
Your boss promised you the corner office, too, right? Your em-
ployers’disability nsurance replaces up toonly 60 prcent of your
salary, and those meager benefitsexpire after an average offive
years.

The Bottom Li;
Consider buyinga supplemental dsability policy that will eplace
upto 80 percent ofyour lostincome untiL you it retirement age.
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LIFE
INSURANCE:
BETTER SAFE
THAN S

ORRY

Common Misconception:
Additional e nsurance s too expensive. L be fineif stickwith
the basic policy I have through my employer.

The Reality:
Your employer's lan sn't nearly enough. Plus, leave yourjoband
you'vejustlostyour e nsurance, to.

The Bottom Line:

Fortunately,its never been cheaper to buy lfe nsurance on the
open market. So buy as much term lfe insurance as you can af-
ford. Athirty-ive-year-old man can purchase a $500,000 policy
forjust 500 year.






OEBPS/images/Brad_9780307459985_epub_033_r1.jpg





OEBPS/images/Brad_9780307459985_epub_032_r1.jpg
CHAPT

TRUSTS:
THEY AREN'T
JUST FOR THE

Common Misconception:
Trustsare only for rich people.

The Reality:
Withouta trust, your brother could spend all of your hard-earned
money on anew boat rather than shoes for the kids.

The Bottom Line:
Don't procrastinate. Set up a trst before or soon after your baby
isborn. This way you'lL be ableto control howyour assets are spent.
and atwhatage your cildren wllinerityour money.
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YES, YOU

EEEB TILIL
DAY

Common Misconception:
1f your spouse dies, you'll be fine since you'll automatically
inherit his or her assets.

The Reality:
You may need to ask your children for an allowance to help make
‘ends meet. Without a wil, most states divide the assets between
the surviving spouse and the kids.

The Bottom Line:
Draft a will with your spouse before or soon after your first child
is born. Specify how you want your assets distributed if one or

both of you should pass away.
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PAYING FOR
HARVARD

Common Misconception:
Tneed to make saving for my children’s college education my top
financial priority.

The Reality:
Yes, it's important to start setting some money aside for college
as earlyas you can. Butit's even moreimportant thatyoufirstsave
foryour own retirement.

The Bottom Line:
Even if, after saving for retirement, you can only afford to set
asidea lttle money each month into a colege savings account,
you'llstill accumulate a nice sum that can be put toward school
tuition.
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AVOIDING
A HEALTH

SCARE
L

e

Common Misconception:
Itsnotabig dealifmy kids getsick. Iljusttake them to the doc-
torand myinsurance will covert.

The Reality:
Your health insurance will cover only a portion of your growing
family's care. Wi
kids might not eel expensive, italladds up to some real maney.

one appointment, copay or blood test forthe

The Bottom Line:
Whenyou have children, yourhealth spending wil goup.Tryusing
doctorsinyourinsurer’s networkand st asideas much syou an
ina fexible spending account (or healthsavings account) to help
pay for expenses that the health plan doesn'tpickup.
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FINDING (AND
PAYING FOR)
MARY POPPINS

Common Misconception:
Idon't need to worry about child care until after the baby s born.

The Reality:
Youssnooze, you lose. Wait until your leave is nearly over and you
may miss out on the highest-quality and best-priced options.

The Bottom Line:
Start early. Mom may feel sily interviewing babsitters and tour-
ing day care centers when she’s still wearing maternity clothes,
butitwill maximize your options and help the family adjust to the
expense of child care.
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PART TWO

NO ONE EVER
SAID KIDS
WERE CHEAP
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PART THREE

YOUR
CONTINGENCY
PLAN
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