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Financial Planning for Military Families

Because they tend to move residences more frequently, because their income often fluctuates, and because their line of work often subjects them to unique circumstances and risks, military families need a well-thought-out financial plan — perhaps even more than do civilian families, suggests Linda Jacob, who provides financial planning services and guidance to members of the military.

“Financial planning can be especially important for military personnel and their families,” says Jacobs,  a Colorado Springs-based certified financial planner and an accredited financial counselor, “because their situations are often much more fluid” than those of non-military families.

From basics like budgeting and goal-setting to more complex issues like choosing life insurance and investments, here’s a look at some of the elements military families should consider “deploying” in their financial planning blueprint.”

BASICS

As interrelated as the various financial planning components are, establishing financial goals and a spending plan or budget is often the first order of business. Setting short- and long-term goals — from retiring at a certain age to saving X amount for a college education, a home, a vacation and the like — is important, says Jacob, for how it motivates people to be disciplined in their spending and saving habits. “Put the goals in writing,” she advises, “and don’t just stick them in a drawer. Keep them posted out in the open, where you see them regularly.” 

With goals in place, now you can design a spending plan for meeting those goals, one that functions as a roadmap for spending (discretionary and non-discretionary) and saving, based on family income. It’s important the spending plan allow for variable expenses related to frequent moves and changes in the cost of living when moving from place to place, as well as for fluctuations in income due to special duty pay and the like, Jacob says.
Debt reduction is another key financial consideration for families, military and otherwise. Minimizing debt from loans (home, car, etc.) and from credit cards, and paying that debt down in a timely manner to avoid potentially high interest charges, requires structure and discipline. That’s where tools such as PowerPay (from PowerPay.org) can be invaluable, according to Jacob. Developed by the University of Utah, PowerPay provides a personalized, self-directed debt-reduction plan, with prescribed dates and payment amounts for simplicity. And best of all, it’s free!

It’s never too early to start planning for retirement, even for the many military members who are in their 20s and 30s, says Jacobs. She suggests all military families start saving for retirement by participating in the Thrift Savings Plan (www.tsp.gov), the U.S. government’s version of a 401(k) defined-contribution retirement plan. Members of the uniformed services, including the Ready Reserve, are eligible for the program, which offers the same type of structure, investment options and tax benefits as a typical private sector 401(k) plan, with fees that are among the lowest in the industry. Issues such as when a person plans to retire from the military and whether they plan to continue working and earning money after leaving the military are also important considerations for military families.

ADVANCED

Having an up-to-date will, along with powers of attorney (medical and legal) documentation, is a must for military members, says Jacob.

For military members who have an investment portfolio, with stocks, bonds, real estate and other types of assets, she suggests emphasizing diversification. 
Life insurance is another vital element in financial planning for military families. Low-cost term life insurance coverage is available to military service members via Servicemembers Group Life Insurance (http://benefits.va.gov/insurance/sgli.asp). Once they leave active service, veterans can convert SGLI to Veterans Group Life Insurance to obtain up to $400,000 of lifetime renewable term insurance. VGLI policyholders also can convert their policy to an individual commercial life insurance policy at any time. Here it’s important to weigh the relative merits of term and permanent policies such as whole life, universal life and variable life, Jacob notes.

Part-time military members (such as reservists) face unique planning choices when it comes to benefits, as in many cases they must juggle multiple benefits packages — the one they get from their civilian employer and the one offered by the military. Any of the resources detailed below can provide guidance in navigating benefits choices.
PULLING IT ALL TOGETHER

Ultimately all these moving parts come together in a formal financial plan that a financial professional designs for you, with your input. A financial planner can not only assist in drafting and implementing a financial plan for your family, they can revisit the plan with you periodically, and update it as necessary, as life circumstances change. To find one in your area, check out the Financial Planning Association’s national database at www.fpanet.org/PlannerSearch/PlannerSearch.aspx.
For FREE financial counseling, call Military OneSource at 800-342-9647, or visit a personal financial manager on your installation.  Organizations such as the FPA of Massachusetts  (855-54-FPAMA) also offer free financial coaching and planning to military families.
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