Money Manhagement

Managing your Robinson Huron Treaty
Settlement
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Objectives

» Stretching your dollars

» Managing your Settlement

» Budgeting and money management
» Understanding credit

» Managing debt

» Credit reports and credit scores

» Debt servicing Ratios

» Mortgages and buying a home
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Test your Financial Knowledge

Balance On Statement

Date $1,000 $1,000 $1,000
Payment before Due

Date $(1,000) $(1,000) $(1,000)
Balance on Due Date $0 $0 $0

Credit Limit is $1,000
Is my Credit Score going UP / Down or No Change?
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Test Your Financial Limit

» Credit Score would be going down
» The most important date is Statement Date

» That is the date that is used to calculate you
score

» If you are between 80 and 100% of Credit
imit on Statement Date - HIGH RISK

» Due Date is still important - if you miss due
date credit score goes down
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Test your Financial Knowledge

Balance On Statement

Date $1,000 $1,000 $1,000
Payment before Due

Date $(1,000) $(1,000) $(1,000)
Balance on Due Date $0 $0 $0
Credit Used on 100% 100% 100%

Statement Date
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Credit Card Trick

» The fastest way to get credit score up is to
keep your balance under 30% (or lower) of
your credit limit on STATEMENT DATE for 3 or
4 months and you credit score will go up
quickly

» If you are planning on making a major
purchase like a car or house do this with your
credit card(s)

» If you have more than one credit card you
have to get all of them below 30%
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Test your Financial Knowledge

Balance On Statement

Date $300 $200 $100
Payment before Due

Date $(300) $(200) $(100)
Balance on Due Date $0 $0 $0
Credit Used on 30% 20% 10%

Statement Date

< FLAMAND

MANAGEMENT SERVICES

Consulting - Housing - Workshops - Training




RHT Settlement

» Provide opportunity for members with bad
credit to restore it quickly - pay off debts

» Opportunity for young families to buy a home

» Opportunity for low income homeowners to
renovate and extend the life of their home

» Invest settlement to build a retirement fund
or create wealth

» Low income families can improve the life of
their children
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Manage your settlement

» Pay off your Debts

» Renovate your home

» Purchase / Build a home
» Investments

Cars

v
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Pay off your Debts

» Pay off high interest debts - credit cards,
ines of credit, pay day loans

» Pay off collections and rebuild your credit
» Pay what you owe to the First Nation

» Lump sum payment on your mortgage -
subject to restrictions by bank

» Pay off car loans / recreational
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Fasted way to Rebuilding Credit

» Pay off collections anything less than 6 years,
Anything over 6 years comes off your record and you
don’t have to pay

» Get a “Secured” Credit Card - Capital One - You will
need to provide security deposit. Use it to establish
payment history.

» Keep your balance on your credit card below 30% or
lower of credit limit. (i.e. Credit Limit $500 - Keep
balance below $150) for 5 to 6 months

» Pull your credit report for free from your Bank App
(Except TD CanadaTrust) This does not count as a hit

» Pay your cell phone bill on-time and in full.
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Renovate your home

» Increase value of your home and extend
useful life

» Get your house inspected by qualified
inspector - also get renovation work
inspected

» Hire a contractor - check their references
> Insurance - Liability / WSIB
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Renovate your home (1,000 sqg ft)

Kitchen Cabinets
New Roof - Steel / Asphalt

Renovate Bathroom (fixtures)
New flooring
Paint home

New 8 x 12 Deck Pressure Treated
Deck

New Furnace

New Siding (Vinyl)

Central AC

Detached 2 bay Garage with Slab

$20,000 to $30,000
$250-$600 per linear feet

$10,000-%$15,000 Asphalt
$12,500 to $20,000 Steel

$15,000 to $20,000

$5,000 to $20,000

$2,000 to $3,000 ($2-$3 sq ft)
$20-$30 sq ft

$12,000

$8,000 to $16,000
$3,000 to $4,500
$30,000 to $60,000



Investments

» If you work off reserve and earn taxable
income you should

- Max out your RRSP Contribution - Can find that on
your most recent CRA Notice of Assessment

- Max out spousal RRSP, if possible

- Tax Free Savings Account - $6,500 year maximum
contribution - Earnings are tax free / withdraws are
tax free- can invest retroactive when TFSA started
($95,000)

- Once you max out both - by non-registered
account (earnings are subject to tax)
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Investments

» If you work on reserve and earn tax free

income you should:

- Not buy RRSP - since you are already tax free there
is no benefit in buying RRSP

- Open Tax Free Savings Account - $6,500 max
contribution can make contribution retroactive
($90,000) earnings are tax free / withdrawals are
tax free

- Open non-registered account - earnings will be
subject to tax
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Type of Investments

» Guaranteed Investment Certificate (GIC) is
secure investment that guarantees 100% of
your principal and interest for a fixed period
of time

» Mutual Fund is a portfolio of investments that
investors can buy a shares of. Risk is spread
out over different investments - stocks /
bonds

» Contact a Financial Advisor at you bank to

help you
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Cars

» Best time to buy car November to January as
dealers are clearing out their old stock

» Should buy used car to save money - Low
mileage and balance of factory warranty -
also add extended warranty

» Recommend you go too recognized car dealer
ike GM or Ford - they back up the warranty

» If you buy a new car you will lose 50% of the
value in the first 2 years (so buying used is
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Car Loans

» Don’t trade in your car too early. Within 2
years of purchasing

» People trade in their cars for negative equity
and quickly run into financial trouble

Balance on Loan for Car $54,000
Trade in Value by Dealer $30,000
Negative Equity $(24,000)
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Car Loans

Purchase Price of New Car $25,000
Negative Equity from Trade In $24,000
Total Financing $49,000
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Buy / Build Home On / Off Reserve

e onReseve | Off Reserve

Credit Score Required 680 or higher 680 or Higher

Minimum Downpayment 5% 5%

Permanent Employment Yes Yes

CMHC Mortgage Default No Yes, if downpayment is less
Insurance than 20%

Band Guarantee for Mortgage Yes No

Closing Cost (legal / land No 2% to 4% of purchase price
Tax)

Certificate of Possession (CP) Transferred to FN for N/A

duration of loan
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Stretching Your Dollars -
Budgeting
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What is a Budget?

A budget is a document that helps you take
control of your personal finances. It is
especially important in the following situations:

~ If you find money is tight

f you don’t know where your money is going
f you have problems paying off your debt

f you don’t save regularly

f you want to find ways to make your dollar
stretch further

vV V V V
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Setting Goals

Before you develop a budget you should set
your goals

» Do you need to pay off some debt?

» Do you want to buy a car / home / go on
vacation?

~ Are you a seasonal worker?
» Does your income constantly change?

» Do you have money left over at the end of the
month after your pay cheque?
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How Much Money Do You Have to
Work With?

» Where does your money come from?
» What income can you count on?

Money | can count on each month

Income (wages or salary after deductions) $
Income (wages or salary after deductions) $
Child Tax Credit $
Other Regular Income $

$

Total Monthly income
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Where Do | Spend My Money?

» Track your expenses

» Fixed expenses / needs - bills you have to
pay and that tend to be the same amount
month-to-month or year-to-year. (rent,
mortgage..)

» Variable expenses / wants - amounts that
vary from month to month and over which
you have some control (recreation, clothing,)
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Fixed (needs) Monthly Expenses

Rent / Mortgage

Property taxes

Home Insurance

Utilities (heat, hydro, water, gas, sewer)
Car Loan

Car Insurance

Personal Loans

Credit Cards (3% of outstanding balance)
Groceries

Child Care

Life, disability, and medical insurance
Other

Total Fixed Monthly Expenses (Needs)
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Variable (wants) Monthly Expenses B
Vacation

Restaurants/Fast Food

Hair Care / Personal grooming

Gifts

Entertainment (movies, bar)

Internet / Cable

Cell Phone

Transportation - Gas

Other

Total Variable Monthly Expenses (Wants) $
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What’s the outcome?
income sgreater | W oxpenses aregremer |

Total Monthly Income $2,400 Total Monthly Income $2,400
-Total Fixed (need) Exp. $1,800 -Total Fixed(need) Exp. $2,100
-Total Variable (want) Exp. $ 400 -Total Variable (want) Exp. $ 900
Total Expenses $2,200 Total Expenses $3,000

How much is left $ 200 How much is left -$600
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Income is greater than expenses

» You are achieving your financial goals

» You can still make changes to increase your
savings

» Create a rainy day fund

» Save for kids education

» Down payment on house / car

» Retirement fund

» Vacation
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Expenses are greater than income

» Cut your variable cost (wants)

- Eat out once a month (restaurants) or cheaper
restaurants

- Cut your internet / cable

> Staycation - stay home on your vacation

> Switch to a cheaper cell phone plan

- Car pool to work - save on gas

- Stock up on your groceries when they are on sale
> Buy smaller car that is easier on gas

- Don’t lend money
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Fixed (needs) greater than income

» This is a serious problem - these are bills you
have to pay

- Rent a cheaper apartment / refinance your
mortgage

- Watch your utilities - heat/hydro/water

- Debt consolidation loan
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Money Manhagement
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Tips to successful money
management

» Plan - Plan for future major purchases

» Set financial goals - short and long range
goals

» Know you financial situation - determine
monthly living expenses

» Manage your credit wisely - avoid paying only
minimum payments

» Save for unexpected - emergency funds

» Pay your bills on time
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Tips to successful money
management

» Distinguish between needs and wants - take
care of your needs first - money should be
spent for wants after needs have been met.

» Pay off high interest debt first
» Downsize - smaller home

» Cut down on expenses -eat out once a
month, bulk buy groceries, brown bag
lunches

» Buy insurance - life / disability / group
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Managing Debt & Understanding
Credit
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How to manage Debt

» Have you lost control of your finances?
» How can you beat debt?

- Keep track of spending and make a budget
- Put needs before wants

- Keep your credit card in your wallet

- Avoid buy now, pay later offers

- Pay down high interest debts first

- Consolidation loan
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Managing Credit

» Establish Healthy Credit habits

- Do pay your bills - Hydro, phone, Cable

- Do get a credit card

- Do pay your credit cards bills on time

> Limit yourself to one or two credit cards

- Don’t draw cash advances on credit cards

- Don’t bounce cheques, co-sign for loans with
someone who has poor payment history

- Don’t default on loan payments or pay bills after
due date
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Managing Credit

» Be a smart borrower

- Good debt represents investment in your future -
student loans

> Loans used to purchase an asset - real estate
> RRSP loans - retirement
- Loans for investments

- BAD Debt - Cash advances - interest charged from
day of the advance - borrowing to buy luxury items
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Credit Report

» Canada has two credit card reporting
agencies - also known as credit bureaus -
that keep your credit history files

» Equifax and Trans Union

» Every time you apply for a loan or pay a bill,
that information is recorded on your file.
Some information can remain in your file up
to six years - bankruptcy
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Credit Report

» What’s in your credit file?
- ldentifying Information - name, address, D.O.B.,
and SIN number
- Employment history

> Credit status - late payments, current debt,
payment history, credit score
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Credit Score

» Credit scores are based solely on information
in credit reports and consider payment
history, balances relative to credit limits,
credit inquiries and the length of credit.

» Payment history - ability to pay bills on time

» Balances relative to credit limits - are your
payments more than the minimum.

» Credit inquiries - inquiries are important
because it can look bad to have too many
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How is your credit score
calculated?

» 35% of your score is based on Payment
History

» 30% is amounts owed

» 10% types of credit used

» 10% New credit

» 15% Length of Credit History
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Credit Score
Canada Population | Rating | ScoreRange

4% Poor 300-569
10% Fair 560-659
15% Good 660-724
14% Very Good 725-759
57% Excellent 760-900
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Repairing Bruised Credit

» How are you turned down for credit?
> Too much Credit
> Bad Credit history / Low score
> No job
> Bankruptcy
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Repairing Bruised Credit

» Pay your bills on time - watch the due date!!

» Get a credit card if you don’t have one. Build
a score - you must be in debt to get a good
score

» Add an installment loan to the mix. You will
get the fastest improvement in your score if
your show you’'re responsible with both kinds
of credit: Revolving (credit cards) and
installment (personal, auto, student loans,
mortgage)
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Repairing Bruised Credit

» Pay down your credit cards. Paying off your
installment loans can help your scores but
typically not as dramatically as paying down
or paying off revolving accounts such as
credit cards. Lenders like to see a big gap
between the amount of credit your using and
your available credit limit (utilization rate).

» Getting balances below 30% of the credit limit
can really help. Getting balances below 10%

iS even better.
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Repairing Bruised Credit

» Use your credit cards lightly. Racking up big
balances can hurt your score regardless of
whether you pay your bills in full each month.
What’s typically reported to the credit bureau,
and thus calculated into your scores, are the
balances reported on your last statement.

» Your credit score pays a lot of attention to
the amount of credit your using vs. your
credit limit.
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Repairing Bruised Credit

» Check your limits - keep on eye on your
available credit.

» Dust off an old credit card. The older your
credit history the better. If you stop using
the card, the supplier may cancel or stop
reporting them to the bureau. The accounts
may still appear, but they won’t be given

much weight in the credit score as your active
accounts.
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Repairing Bruised Credit

» Don’t apply for too many credit cards -
opening new accounts over a short period of
time represents risk - especially if you don’t
have a long credit history.

» Pay off your collections - they will still appear
on your credit history, but it will improve
score if it shows they have been paid.
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Financial Ratios - Mortgages

» Housing Affordability (GDS) measures how
much of your gross monthly income is spent
on combined housing costs - monthly
mortgage payment & utility cost. Should not
exceed 32%.

» Maxing out Credit - (TDS) measures how
much of your gross monthly income is spent
to service your mortgage and all other debts
and obligations. (e.g. credit cards, car
payments). Should not exceed 40%.
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Are you Financially Ready to own a
home?

» Loans are approved on the strength of your
application

» What does this mean?
- Good Credit
- Income sufficient to support mortgage payment
- Good job tenure (usually two years)
-+ Current debt load is not too high
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Test Yourself

Monthly Debt Payments Average Monthly Amount

Personal loans or lines of credit $
Car payments or lease payment
Student loans

Credit Cards (3% of credit limit)
Other loans

Current mortgage, if refinance

B A A A A A

Total Monthly Debt Payments
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First Affordability Rule

Monthly housing cost shouldn’t be more than 32% of your
gross monthly income. (mortgage and heating expenses)

GDS Calculation _

*Your Gross Monthly Income (gross up 25% if on reserve)

Your spouse’s gross monthly salary
Other monthly income

(A) Total month income
(B) Multiply amount (A) X 0.32 = GDS

©H Al A A A

« Take your yearly income and divide by 12.
« $40,000/12 = $3,333
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Second Affordability Rule

Your entire monthly debt load shouldn’t be more 40% of your
gross monthly income.

TDS Calculation e

(A) Total Monthly Income $
(C) Multiply (A) x 0.40 = TDS $
(D) Total Monthly Debts (earlier slide) $
(D)-(C) = Monthly Income left for housing $
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Example - Currently rent

» Married couple who both work and rent an
apartment.

- His income $45,000, Her income $34,000
> Visa Credit limit $10,000 - balance is 3,450
Amex limit is $2,500 - balance is 1,120

Loan with TD Bank - $25,000 - Payment $425 per
month

Leon's Credit Card limit is 3,000 - Balance $2,900

Ford Credit approved $30,000 - Payment $450 per
month

GMAC - $20,000 - Payment is $300 per month.
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Example

Monthly Debt Payments Average Monthly Amount

Personal loans or lines of credit $425
Car payments or lease payment $750 (Ford Credit & GMAC)
Student loans $

Visa (3% credit limit of $10,000) $300
Amex (3% credit limit of $2,500) $ 75
Leon's (3% credit limit of $3,000) $ 90
Total Monthly Debt Payments $1,640
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First Affordability Rule

Monthly housing cost shouldn’t be more than 32% of your
gross monthly income. (mortgage and heating expenses)

GDS Calculation _

*Your Gross Monthly Income (gross up 25% if on reserve) $3,750

Your spouse’s gross monthly salary $2,833
Other monthly income $

(A) Total month income $6,583
(B) Multiply amount (A) X 0.32 = GDS $2,106

« Take your yearly income and divide by 12.
« $45,000/12 = $3,750
« $34,000/ 12 =%$2,833
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Second Affordability Rule

Your entire monthly debt load shouldn’t be more 40% of your
gross monthly income.

TDS Calculation e
(A) Total Monthly Income $6,583

(C) Multiply (A) x 0.40 = TDS $2,633

(D) Total Monthly Debts (earlier slide) $1,640

(D)-(C) = Monthly Income left for housing $993
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Affordability

Monthly Payment

$526
$657
$789
$920
$1032
$1,183
$1,315
4% interest Rate - 25 years

$100.000
$125,000
$150,000
$175,000
$200,000
$225,000
$250,000
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Affordability

» What if | want to borrow more?

- Do | ask for a raise?
> Win the lottery?

- How about you restructure your debt
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Example

Monthly Debt Payments Average Monthly Amount

Personal loans or lines of credit
Car payments or lease payment

Student loans

Visa (3% credit limit of $5,000)
Amex (3% credit limit of $1,200)
Leon's (Pay out and cancel)$3,000)
Total Monthly Debt Payments

$425

$750 (Ford Credit & GMAC)
$

$150

$ 36

$ O

$1,361
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Second Affordability Rule

Your entire monthly debt load shouldn’t be more 40% of your
gross monthly income.

TDS Calculation e
(A) Total Monthly Income $6,583
(C) Multiply (A) x 0.40 = TDS $2,633
(D) Total Monthly Debts (earlier slide) $1,361
(D)-(C) = Monthly Income left for housing $1,272
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Affordability

Monthly Payment

$448
$672
$896
$1,120
$1,344
2.5% interest Rate - 25 years

$100.000
$150,000
$200,000
$250,000
$300,000
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Will you have trouble Qualifying
for a Mortgage?

» Your calculations may show that you will have
trouble meeting monthly debt payments and
that you will likely have trouble getting
approved for a mortgage. Here are some
things you can do:

- Pay off some loans first

- Save for a larger down payment

- Revise your building cost or renovations cost.
- Meet with a credit counsellor who can help
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Thank you
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