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CASE STUDY | — FINANCIALLY SOPHISTICATED
Understands and Uses Financial Information to Make Decisions

Objective: Give an example of the top-down approach. The following cannot be done
— with or without voice recognition — by any other application. This case study highlights
the potential of a game changing app.

Dave is on his way to a 3:00 appointment with a financial planner for an initial
consultation. All communications with HAL can be done by text or voice. Dave pulls
out his PDA...

Dave — Hal, what is my net worth?

Hal — Well Dave, before | give you the answer, | have a couple of questions for you.

The bank, credit card, investment, and mortgage accounts data are available as of 2:15
this afternoon. However, the values of the two residences may not be current.

Your primary residence was last assessed on January 5, 2012 and your weekend home
was last assessed on July 1, 2011. The value of your primary residence as of January
5 is $X and your weekend home as of July 1, 2011 is $Y. Do you want to update their
values now?

Dave — Yes.

Hal — | can use the ABC web site for the primary residence’s value, but you will need to
manually update the weekend home’s value.

ABC estimates that the value of your primary residence is $X.

{Primary Residence — Accept / Manually Enter a Different Amount / Keep the Prior
Value}

{Weekend Home — Manually Enter a Different Amount / Keep the Prior Value}

Dave accepts ABC's estimate for his primary residence and keeps the prior value of the
weekend home.

Hal — Thanks, Dave. One last question.



| see that you sent a $10,000 payment this past Tuesday, the 3, to the Acme Loan
Company. Is this a new liability account?

Dave — No.
Hal — Did you make this payment on behalf of someone else?
Dave — Yes.

Hal — Will you get reimbursed? If so, when do you expect to get paid? Will you earn
interest? And, who will be the payee?

Dave — Yes, within a month and there is no interest. My sister Deb will deposit the
money into my Chase savings account. [HAL learns that “Deb” is Dave’s sister and that
he lends her money.]

Hal — Is that Debra Brown, Debby Green, or Deb White? [Level 2 (Payee) — HAL sees
previous transactions with the name Deb or a variant of it. When this deposit is made,
HAL will note, for future reference, Deb’s bank and account information in case Dave
should ever need it.]

Dave — Debby Green.

Hal — OK. | will include this as an asset in your net worth calculation and | will look for
this loan repayment next month. If | don’t see the deposit in 30 days, I'll ask you about
it.

My questions have been answered. Your net worth is $X.

The meeting with the financial planner has gotten Dave thinking about his finances.
That evening, Dave is in front of his desktop and types...

Dave — How much has my net worth changed in the past year?

Hal — Do you want me to include the inheritance from your Aunt Mildred?

Dave — Yes, as a separate amount.

Hal — Your net worth has changed $X in absolute terms and by Y percent. [Previously,
Dave had requested that this type of information by shown in both absolute and
percentage terms.] Below is a break-down by accounts. But first, here are a few

comments.

Please note that the decrease in your Chase Money Market account and the increase in
your GHI brokerage account may be misleading. Because you transferred $X amount
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from the Chase Money Market account to the GHI account, the value of the underlying
securities in this account actually decreased by $Y and by Z percent.

Also, note that $X amount was contributed to your 401(k) account. The rate of return
(not factoring in the contributions) of this account was $Y and Z percent.

[All accounts are listed and comparisons between last year's and today’s net worth are
given in dollars and by percentages.]

Dave — Hal, I'm thinking about buying a condo in Miami. [This type of statement will
initiate HAL to learn about any financial data that may be associated with the purchase.]
What is my debt to asset ratio?

Hal — It's X percent. Dave, will the condo be a rental property or a second weekend
home?

Dave — For the first couple of years, | am planning to rent it out.
Hal — Do you want me to create “What if” scenarios? If so, I'll need to know general
information, such as the price of the condo, the down payment, the maintenance

charges, and the expected rent.

Dave — Yes, but not now. [Dave plans to provide information to HAL on the Miami
condo purchase as it becomes available.]

Hal — [HAL sees that airline tickets to Miami have been purchased.] Your trip to Miami
next week, is this related to the condo purchase?

Dave — Yes.

Hal — The costs of this trip, at least part of the costs, may be tax deductible. | will start
tracking condo related expenses.

The next morning, Dave uses HAL to buy coffee. As he sits in Starbucks drinking his
coffee, he’s thinking about his spending habits...

Dave — How much did | spend in the past month?
Hal — $X. This includes $Y of ATM withdrawals.
Dave — That sounds high.

Hal — Did you consider that Dave Jr.’s tuition of $X was paid on April 4? [Level 2
(Payee) and Level 3 (Categories)]



Dave — No, | didn’t. Thanks for the reminder. How much have | spent at Starbucks in
the past month?

Hal — [Since we are creatures of habit, HAL’s verification algorithm ascertains if there
are “missing” Starbuck’s transactions. In such an event, HAL asks if cash was spent on
purchases.] | see that you tend to buy coffee at Starbucks every morning and that you
pay for it on your HAL account. But last week, there weren’t any purchases on
Tuesday, Wednesday, Thursday, and Friday. As far as | can see, you were in town.
Did you pay cash? If so, do you want to account for it?

Dave — Yes.

Hal — $X is the amount that you normally spend.

{Accept / Manually Enter a Different Amount}

Dave — Show me every transaction in my bank and credit card accounts within the last
24 hours.

Hal — Here they are.

Dave — Hal, last night’s restaurant charge was a business expense. | was with James
Stewart. Please let Sarah know. [HAL enters this information and sends it to Dave’s
assistant.]

Leaving Starbucks, Dave asks Hal...

Dave — What are my fixed versus ordinary living expenses? [Level 3]

Hal — The fixed costs are $X and the ordinary costs are $Y.

Dave — How much did | save in the past month?

Hal — This can be viewed in a variety of ways, such as by earned income or by earned
and unearned income. Which do you prefer?

Dave — Earned.
Hal — You saved $X, which is Y percent of last month’s earned income.

That afternoon Dave is talking to a real estate agent in Miami. During the conversation,
he types a question to Hal...

Dave — What is my cash availability?



Hal — Is this question related to the Miami condo purchase?

Dave — Yes.

Hal — I'll give you a global view. You have $X in cash in your checking, savings, and
Money Market accounts. $Y is available in your Chase Overdraft. Plus, Deb owes you
$10,000 which should be repaid in 29 days. Besides the $Z in your non-retirement
accounts, your margin potential is approximately $XX. As a reminder, your 401(k)
account has borrowing capabilities. You can borrow $YY amount from this account.
Dave — Is anything due me from work?

Hal — Yes. You have not been reimbursed for last month’s business travel. The
amount due is $X.

Later that day...

Dave — If | maxed out of my 401(k) contributions this year, how much would | save in
taxes? [Level 3]

Hal — First, | need to know what your expected salary will be this year.

Dave — $X.

Hal — If you contribute the maximum amount to your 401(k), based on a salary of $X,
you would save approximately $Y in taxes. This is an estimate. Do you want me to
email your accountant, Terry White, for a more specific number?

Dave — No. What will be my net pay?

Hal — $X.

Dave — What other factors should be considered?

Hal — You will receive an additional $X in matching funds from your employer.

Dave — How much can | expect to earn over time on the increased contributions?

Hal — I'll give you a couple of scenarios. Based on the S & P’s average rate of return
over the last ten years, your additional contributions will increase your 401(k) account
by $X and Y percent in one year, by $XX and YY percent over five years, and by $XXX
and YYY percent over ten years. Do you want to know what your rate of return will be if

you invest the tax savings in your non-retirement account?

Dave — Not at this time.



Hal — Are you planning to increase your 401(k) contributions?

Dave — Yes.

Hal — If | don’t see an increase in your 401(k) contributions, should | remind you?
Dave - Yes, but not for another two months.

Hal — Okay.

Dave — What is my savings rate?

Hal — Before | can answer this question, let’s define “savings.”

Dave — What do you mean?

Hal — Is savings merely a difference in the amount of earned income minus ordinary
(living) expenses? Or, should unearned income — such as interest, dividends, and
realized capital gains — be included? If so, should unearned income from retirement
accounts be considered?

Dave — Let’s table this discussion until after the Holidays.

Hal — Should | remind you after the first of the year?

Dave — Yes.

Hal — | have put it on the calendar to send you a reminder on January 2.

Dave — OK.

The next morning, Dave gets a message from Hal...

Hal — Dave, Jr.’s credit card bill is due on the 15. The amount owed is $X. The
transactions on the statement are listed below. Should | schedule payment for the full
amount?

Dave — Yes. How much did Dave, Jr. charge on his credit card in the past week?

Hal — $X.

Dave — Send me an alert when Dave, Jr. charges more than $30 for a purchase and
include the payee. [Level 2]



Hal — Does this include school books? [Level 3]

Dave — No. And, send me the past month’s transactions on all of my mom’s credit
cards.

Hal — | know of three cards: American Express, Capital One MasterCard, and Chase
Visa. [Dave can get to his mom’s credit card accounts by clicking on these links.]
Below are the past month’s transactions on your mom’s American Express and the HAL
Visa cards. | don’t see any transactions on her Capital One MasterCard. The American
Express card is due on the 18. The amount owed is $X. Should | schedule a payment?

Dave — Yes.

Hal — The American Express payment will be debited on the 14 from your mom’s
Commerce checking account.

Dave — Thanks. And, let me know if my mom’s Aetna supplemental health insurance
payment is not processed.

Hal — This payment goes through on or around the 5 of the month. | will alert you on the
9if I don’t see it. Is this okay?

Dave — Yes, thanks. By the way, how much does Oxford owe me?

Hal — Oxford has reimbursed you for all outstanding out-of-network charges except for
the visit to Dr. Fielding on April 5. You are due $X. The paperwork was submitted on
April 8. Should | remind you on May 8 if | don’t see this deposit?

Dave — Yes.

Dave is watching CNBC at the gym. As he is leaving the gym, Dave asks Hal...

Dave — Hal, how many shares do | have of BAC Class A Warrants, what is my average
cost, and what was the last trade price?

Hal — You have X shares at an average cost of $Y. The last price for BAC Class A
Warrants was $Z.

Dave — Let me know if these warrants get to $X.

Hal — Okay.



CASE STUDY Il — FINANCIALLY UNSOPHISTICATED

Struggles with Managing Personal Finances and Reaching Financial Objectives

Two Primary Objectives: (1) To familiarize the four financial management concepts:
Income and Expense Statements, Balance Sheets, Cash Flow Statements, and the
Burn Rate. (2) To demonstrate HAL’s coaching and educational capabilities — focusing
on concepts rather than rote learning when providing advice, information, answers, and
guidance. HAL is cognizant of the psychological aspects of people and money.

While Sam is waiting in line at Starbucks for his morning coffee, he looks at his emails.
After reading a couple of them, Sam opens the one from HAL. All communications
between Sam and HAL can be done by text and voice.

Hal — Good morning Sam, here are all of your bank, debit, and credit card transactions
that have occurred in the past twenty-four hours. [Sam had selected the option to be
sent an email at 6:00 a.m. identifying these transactions.]

Sam — [Sam reviews the transactions and approves the ones that are categorized
correctly and no further action is needed. After paying for his coffee with HAL, Sam sits
down to finish reading his emails and changes the category of four transactions and
flags one transaction.] As Sam is leaving Starbucks, he tells Hal: | just mis-categorized
the transaction from Macy’s. Please change it to household.

Hal — Okay, plus | see that you flagged the Tiffany transaction.

Sam — This transaction is being split with Jim Anderson. Please send an email to Jim
that the total amount is $658 and that his share is $329.

Hal — Is this a gift? And, is Jim’s contact information in Outlook?
Sam — Yes to both questions.

Hal — OK, | will put your share as a gift and Jim’s as a reimbursement. Since this is the
first reimbursement I've seen, should | create a new Reimbursement asset account?

Sam — Why a new account rather than an expense category?

Hal — If an expense category is created, your financial information will be incorrect.
That is, until Jim reimburses you an inaccurate picture will be seen since it will show
that you paid for the entire item rather than half of it, i.e. Gift — $329 and
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Reimbursement — $329. Since Jim’s share of the purchase is a Balance Sheet item, it
should not appear as an expense.

Sam — You've lost me.
Hal — Where?
Sam — What is a Balance Sheet item?

Hal — Balance Sheet items track assets and liabilities. If your parents give you $5,000
worth of stocks, this is a Balance Sheet transaction since it is an asset; and, it will not
appear on your Income and Expense Statement. The Balance Sheet will show that
your net worth has increased. Any dividends received will be unearned income [the
user can click on the link for the definition of unearned income], which will be on your
Income and Expense Statement. A mortgage is another example. Mortgages are a
Balance Sheet liability account. However, the mortgage interest is an expense. Are
you starting to get a clearer picture?

Sam — Somewhat.

Hal — Good. With respect to the Tiffany purchase, you paid for something that you
expect to get reimbursed. Since you are not ultimately paying for Jim’s share of the gift,
this is not your expense. You lent money to Jim. Balance Sheet accounts show,
among other things, money that is owed to you (assets) and money you owe (liabilities).
Does this help?

Sam — | think | understand. But, what happens when I'm repaid?

Hal — The deposit’s “category” will be Reimbursement, which is neither an income nor
expense category. The deposit will be a transfer from your checking account to the
Reimbursement Account. In this instance, it will zero out the account. At first, the
Reimbursement Account will show that you have a $329 asset, i.e., the amount of Jim’s
share of the purchase. When Jim repays you, this asset will be reduced to $0. Until
you are repaid, the asset acts as a red flag that money is owed to you. Does this clear
up any confusion?

Sam — Duh, it makes perfect sense.

Hal — Good. If | don’t see Jim’s deposit in two weeks, should | remind you?

Sam - Yes.

Hal — Should I email Jim on October 14" if he hasn’t paid you?

Sam - Yes. But, ask me before you send him an email.
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Hal — OK.
Sam - Is the reimbursement account similar to my student loan accounts?

Hal — Yes. While the interest paid each month on the student loans will be on the
Income and Expense Statement, the part of the payments that pay down the principal of
the loans will not appear as an expense. So far, so good?

Sam — | think that I'm following you.

Hal — My point is that managing finances is more than keeping track of income and
expenses. Financial benchmarks, such as the change in net worth, should also be
tracked. And, Balance Sheet accounts do just that.

Sam — Exactly what are Balance Sheet accounts?

Hal — Basically, these accounts show what you own and what you owe, which helps to
determine your net worth. Your student loans are liability accounts. Each time you
make a loan payment, the loan decreases, which will increase your net worth. If you
buy an apartment, the mortgage will be a liability account. The value of the apartment
will be an asset account. As the mortgage is paid down and as the apartment increases
in value, your net worth will increase.

Sam — What else don’t | know?

Hal — Another financial management component is Cash Flow. Managing cash is
critical in getting a handle on your financial situation.

Sam — Oh great, what is cash flow?

Hal — Once again using your student loans as an example, the Income and Expense
Statement shows that you paid $X interest on your student loans. However, it is not
capturing the principal that is paid. The Cash Flow Statement captures both the interest
and principal that is leaving your checking account.

Sam — Why not include the principal on an Income and Expense Statement?

Hal — When the loan (the principal) was booked, it was not recorded as income.
Repaying the loan (the principal portion) is not an expense.

Sam — | think | get it.

Hal — Let me give you another example with respect to the difference between an
Income and Expense Statement and a Cash Flow Statement. Let’s say you have an
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unexpected expense, such as a car repair, of $X and you put this charge on one of your
credit cards. Because of the amount, you decide to pay off this charge over four
months. The $X cost of the car repair will be on your Income and Expense Statement in
the month the cost is incurred. However, $Y leaves your bank account over four
months. The $Y payment is not on the Income and Expense Statement in the
subsequent months. But, the credit card interest is. Both the interest and the $Y
payments are on the Cash Flow Statement.

The same concept applies to any debt that is being carried, such as a credit card in
which the balance is not fully paid each month. The expenses appear on the Income
and Expense Statement in the month that the purchases are made. The payments are
on the Cash Flow Statement in the month that they’re made. And, as the credit card
balance increases or decreases, the Balance Sheet reflects this information.

Think of Cash Flow as when monies actually come in and leave your cash (checking)
accounts. Obligations assumed, whether it's a loan or a credit card purchase, may not
be paid for in the same time period. Or, additional payments may be made.
Consequently, at times less funds are expended than the assumed obligations as in the
car repair situation. Other times, more funds are expended than what was spent.
Instances of this would be if two mortgage payments are made rather than one or an
outstanding credit card balance is paid off. Does this help?

Sam — | think so.

Hal — You sound unsure. Let me know if you have any questions.

Sam — What else is involved to keep on top of my finances?

Hal — Besides Income and Expense Statements, Balance Sheets, and Cash Flow
Statements, tracking your Burn Rate is yet a fourth way to manage finances. The Burn
Rate shows how much funds remain until the next scheduled deposit occurs.

Sam — Are all of these really necessary?

Hal — These are the four pillars of financial management. In order to understand your
financial situation, all four concepts must be taken into consideration. Otherwise, you

will not see your complete financial picture.

Later that day, Sam asks HAL how the Income and Expense Statement, Balance Sheet,
Cash Flow Statement, and the Burn Rate differ.

Hal — Think of it this way.

Income and Expense Statements show when income and expense transactions actually
occur.
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Balance Sheets show the change of value of assets and liabilities.
Cash Flow Statements show when monies are received and obligations are paid.

The Burn Rate lets you know the amount of funds that are available until your checking
account balance is zero.

Sam — Isn’t Income and Expense Statements the same as a Budget?

Hal — No; they differ in two key respects. Income and Expense Statements display
actual numbers. Budgets are comprised of projected numbers. Also, Budgets contain
line items that are partially a Balance Sheet item, e.g., the principal portion of a student
loan.

The next day while Sam is waiting in line to order lunch, he pulls out his PDA...

Sam — Hal, how much have | spent in the past month?

Hal — In the last thirty days, $X was spent. This includes the amount of cash that was
withdrawn from ATM’s.

Sam — What bills are outstanding for the rest of the month?

Hal — Here is a list of bills that are scheduled to come due before the last day of the
month along with other expected expenses. [Payment and due dates are identified.
These two dates are not necessarily the same.]

Con Edison: Based on last September’s bill, the charge should be approximately $X.
Verizon Wireless: The range for this bill during the past year is $X to $Y.

Time Warner: The monthly charge is $X.

Visa: Balance due is $X. The minimum amount due is $Y.

Medical Costs: [HAL sees from Outlook that Sam has a dental appointment.] Based on
your last cleaning, the charge should be approximately $X.

Jack and Jill's Wedding: [HAL knows from Outlook the date of the wedding is in this
time frame.] Will there be any other expenses for attending the wedding? If so, let me
know so that | can include these costs. If unknown, estimate expected costs. Sam
enters in HAL his estimate of the additional costs to attend the wedding.

Total Costs: $X
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Sam — Thanks.

Hal — Don’t forget that this information is only part of the picture.

Sam — How so?

Hal — Certain expenses, such as Rent, are sent automatically and they leave your
checking account five days before the end of the month. Consequently, these
expenses need to be considered in order to have an accurate picture of your cash
balance if that is the reason for asking the question.

Sam — Looks like a train wreck in the making for my checking account to be overdrawn.
Hal — That's why | mentioned it. [HAL sees the cash balance and future obligations.]
And, that’s why it is critical the same date should be used each month for recurring
expenses, regardless of when these bills are paid.

Sam — Why is it important? Shouldn’t the date payments are made be used?

Hal — Date consistency is important to determine an accurate financial picture.
Otherwise, those months in which, let’s say, two car payments are paid, your financial
data will be skewered. This doesn’t mean that you can’t send two car payments in the
same month, e.g., at the beginning and end of the same month. The Budget (identifying
scheduled transactions) will show that only one car payment was made that month.
The Income and Expense Statement (identifying actual transactions) will show two car
payments. As you see, dates are critical for financial reports along with knowing your
cash situation.

Sam — How much do | have left until the end of the month?

Hal — After the known and expected expenses are withdrawn, you will have $X in your
checking accounts. Plus, any cash that you may have.

Sam pays for lunch with HAL and continues his discussion.
Sam — Where do | stand until payday?

Hal — You have $X in cash to last until next payday, which will be deposited in your
Chase checking account on October 2" since the 15tis on a Sunday.

Sam — Will | be able to eat?

Hal — You will not starve. Here are some thoughts to get you through the crunch.

14



Pay your dentist with a credit card rather than a debit card (similar to what you did last
time). This gives you a float. Be sure to pay in full your Visa card to avoid interest, but
hold off on sending the Con Ed payment until the 2nd. While you will be late on paying
Con Ed, they do not charge interest or a late fee if it's only a week late.

Alternatively, pay less than what is owed on your Visa card. This will free up some cash
to help you get through with a minimum amount of discomfort. But, definitely pay on
time to avoid a late fee and points against your credit rating.

BTW, consider using the Burn Rate Calculator to keep track of spending.

Sam — Thanks.

Hal — Please let me know what, if any, changes there with the bill payments. Otherwise,
they will go out as scheduled.

The following day after thinking about his financial situation...

Sam — How much did | spend going out last month?

Hal — Before answering this question, what is your definition of going out?

Sam — Got to go. Let’s pick this up later.

Hal — If | don’t hear from you before the end of the day, | will remind you in the morning.
HAL does not hear back from Sam that day so a reminder is sent the next morning.
Sam — Where were we?

Hal — What is your definition of going out?

Sam — Good point. Let me see...bar and restaurant charges. [HAL identifies expenses
by the type of business. Whenever a bar and restaurant expense occurs in an
establishment that is in a location where an airline ticket was purchased for a business
trip, which was previously identified as a business rather than a personal trip, HAL will
treat it as a reimbursable expense. The user can override this categorization. Similarly,
if a ticket was identified as a personal cost, bar and restaurant expenses will be
categorized as vacation, per the user’s instructions.]

Hal — One more question.

Sam — Enough with the questions.

Hal — | need to know if you use cash when going out to bars and restaurants.
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Sam — Sometimes.

Hal — When cash is used, are you keeping track of it?

Sam — I'm not. Is it important?

Hal — Since you want to know how much you spend, it should be tracked.
Sam — | understand.

Hal — Good, going on. Do you pay for bar or restaurant tabs with your credit or debit
card and you're given cash?

Sam — Sometimes.

Hal — Do you track this information?

Sam — No.

Hal — This cash should be included as bar and restaurant expenses.

Sam — Why?

Hal — Let’s say that the bar bill was $60 and your friend gave you $30. Your records will
show that you spent $60 on drinks. You did not. You only spent $30. This information

will not be known unless you identify the cash collected.

Sam — Ugh. It didn’t occur to me that this would show that I'm spending more money
than | actually spent.

Hal — In general, if you want to know how much you’re spending in a particular area,
cash needs to be tracked. For example, if you want to keep tabs (pun intended) of bar
or restaurant expenses, then you need to identify all transactions regardless of the type
of payment used. When cash is spent or received, a good faith estimate will suffice; it
doesn’t have to be exact.

Sam — Do | have to deposit the cash?

Hal — No, you don’t have to deposit this cash.

Sam — How do | identify the cash?
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Hal — If you receive cash for paying a bar or restaurant tab, enter this information as
“bar and restaurant.” [A quick reminder — this information can be enter with keystrokes
or by voice command.]

Sam — But that’s an expense category.

Hal — | know. It's a mirror image of the expenses. Think of it this way. You buy a shirt;
clothing is the (expense) category. You return that shirt; clothing is still the category. It
cancels the expense. The cost of the shirt is $0.

Sam — Got it. Since | haven’t been tracking my cash outlays or monies received for bar
bills, how should we proceed?

Hal — If you want, we can estimate how much cash you spent — minus cash received —
at bars and restaurants.

Sam — Should we?

Hal — My vote is to go forward. While we won'’t have complete and accurate historical
information, this is not the end of the world. Time goes by so quickly. Let’s look to the
future rather than dwell on the past.

Sam — | agree.

Hal — From now on, enter both cash spent and cash received in the Cash Transaction
window. [This is a feature within HAL.] Anytime that you want to keep track of
spending behavior and cash is spent or received, it should be entered. [HAL prompts
the information that should be entered.] This is especially important if the transaction is
tax related, such as medical costs, or a reimbursement or falls within another category
that is important to have. [HAL provides information such as “The IRS does not require
a receipt for cash expenditures less than $75.00. In addition, the user can ask HAL tax
and financial questions. If HAL does not have the answer, the user is directed to his or
her accountant and financial advisor. See Case Study 5.]

Sam - Is it really important to keep track of cash?

Hal — Money is money. It doesn’t matter if it's a check or a credit card or cash. | am not
advocating that all cash be tracked. Rather track those cash expenses that are
important to you for either financial, i.e., information on bar and restaurant expenditures,
or tax related or reimbursement reasons.

Sam — How much have | spent in the past month?

Hal — Do you want the total amount or broken out by categories?
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Sam — Categories.

Hal — Unless specified, all cash withdrawals will be considered spent and no cash will
have been received.

Sam — That’s fine.

Hal — The amount spent in the past thirty days is $X. Below is the breakdown. [HAL
provides Sam with all of the expenses and the amounts spent.]

Sam — That doesn’t seem possible.

Hal — Click on each line item to see the individual transactions.

Sam — [Sam does a quick review.] Yikes! | think that it's time to create a budget.

Hal — Music to my ears.

Sam — At some point, | want to start thinking about how to deal with my student loans
and credit cards. Let’s discuss this in a month or two. | would like to have a couple of
different scenarios on consolidating the loans or using savings to pay off the student
and credit card debt.

Hal — | have a few questions to ask you.

Sam — OK, but not now.

Hal — If you don’t bring up this matter within a month, I will remind you on October 25.
Shall we start working on your budget?

Sam - I'll get back to you.
Hal — When?
Sam — Soon.

[HAL learns over time that when Sam doesn’t give a specific period, he generally
prefers to be reminded within a week.]

Hal — First things first. Let's see where we stand.
The next day Sam sends Hal a question...

Sam — BTW, does the amount | spend on drinks and eating out seem high?
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Hal — That’s not for me to say. Everyone spends money differently.
Sam - Is that a cop out?

Hal — | am not being evasive. The question is: Are you getting “value” for your money
or are these expenditures preventing you from reaching financial objectives?

Sam — What do you propose?

Hal — Glad you asked. You need to see how much you have spent.

Sam — | need to do an analysis. Send me a list of my monthly expenses.
Hal — Smart decision. | will send you this information. I'm here to help.

HAL sends Sam a list averaging the last year of expenses. These expenses are listed
by Name, Category, Date, and Amount along with cash that has not been identified by
category.

Sam — No way have | spent that much!

Hal — Okay, let’s take look. Click on the individual categories to see the transactions
comprising them. [Sam can organize this list — such as Name, Date, Amount — in the
way that suits him.]

Sam — That’s not pretty. My method of managing money is obviously not working. How
do I get in control of my finances?

Hal — Here are my thoughts. | would keep track of the amount spent — but not how it’s
spent. Instead of using your current categories, | suggest that you use, for the most
part, two buckets — Necessary and Discretionary Costs. Do you want to create a
budget using your existing income and expense categories or would you be interested
in using a “top-down” (TD) type budget?

Sam — What is a top-down budget?

Hal — A TD budget is having two main types of expenses — Necessary and Discretionary
— rather than a myriad of types of categories. Certain costs, such as rent [If the user
has a mortgage, HAL would say mortgage.], health insurance, student loan payments,
etc. are Necessary expenses. Other costs, such as dining out, entertainment, and
vacations, are Discretionary expenses which also happen to be costs that you can more
easily control.

Sam — But, shouldn’t | know how much I'm spending on various categories?
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Hal — Most likely not, let me explain. Is the objective to know how you are spending or
how much you are spending?

Sam — Can | say both?

Hal — Let me try again. What is your objective?

[After no immediate response, HAL repeats the question.]
Sam — I’'m thinking.

Hal — Do you want to focus on how you’re spending money or whether you’re achieving
your financial objectives?

Sam — Cut down on my spending.
Hal — Are you interested in controlling spending in general or certain types of spending?
Sam — Spending in general.

Hal — | need to interject my thoughts here. It's my belief that financial objectives are
more important than having a budget.

Sam — How so?

Hal — It may be counterintuitive, but striving to achieve a financial objective is more
empowering than trying to stay within a budget.

Sam — Don’t | need to know how I'm spending money?

Hal — No! You need to know if you’re achieving your financial objectives.

Sam — Isn’t knowing the particulars a necessary first step?

Hal — The top-down methodology doesn’t preclude you from having data granularity. In
certain situations, it may be required. If you want to keep a tight rein on a particular
type of spending, dining out for example, then granular data will be needed. Keep in
mind that the more granular the data, the more time and effort is involved. However, if
your objective is to have more left over at the end of the month, then you should focus
on how much you’re spending on Discretionary expenditures as a whole rather than on
particular Discretionary categories.

Sam — But, wouldn’t it be helpful to understand how | am spending money?
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Hal — The critical factor is not how you’re spending money, but how much you're
spending. It takes time and effort to ensure that each of your transactions is correctly
categorized. Plus, cash would need to be categorized. This time would be better spent
focusing on the big picture — are you within your TD budget?

Sam — But, everything | read says that | need to create a budget on dining, groceries,
entertainment, etc.

Hal — In theory yes; in practice, not so much. Categorizing and budgeting takes up too
much broadband. Again, what is more important: determining that targeted budget
amounts were met or the amount that is saved?

Spending patterns don’t fit neatly in one month segments. Spending is not evenly
spread out on a monthly basis. A prime example is when the Holidays roll around when
more money is spent on gifts. In December, your gift allocation is way over budget.
Certain types of expenses, such as vacation outlays, occur periodically throughout the
year. Spending behavior is more of an annual pattern than a monthly one. This
happens more often than not. Many types of expenses fluctuate widely from month to
month, e.g., annual home insurance.

Plus, some expenses, such as student loans, are Balance Sheet items and, except for
the interest portion, will not appear on an Income and Expense Statement, which is
often the basis of a budget.

Sam — If | need to cut down on my spending, don’t | need a budget?

Hal — Yes. However, instead of categorizing every transaction, which takes too much
time and effort to implement, transactions should either fall within a Necessary or
Discretionary category.

Sam — Yes, that tended to hang me up.

Hal — And, there is a timing issue involved. By the time people have completed their
budget, they are already well into the next month or beyond. So, if they have gone over
budget and they can’t adjust their spending for that time period. It's similar to counting
calories the next month. Often, by the time you have all of your data properly
categorized, the month has come and gone. Time has passed; the money has been
spent. The focus should be on how much you’re spending; not how you’re spending.

Budgets, for the most part, are done on a monthly basis. When the Holidays roll around
you are over budget for gifts. The fact is, many expenses vary from month to month.

Sam — Got it.
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Hal — | have two rules on this subject that may be helpful. Rule Number One — It’s not
how much you make; it's how much you save. And, Rule Number Two — It's not how
you spend money, but how much you spend.

Sam — | will try it your way.

After not hearing from Sam for two hours, HAL tries to continue the discussion...

Hal — Sam, you said that you want to create a TD budget. Is this a good time to discuss
this matter?

Sam — Let’s talk tomorrow morning.

When HAL sees that Sam has bought his morning coffee, it triggers a communication...
Hal — Picking up where we left off yesterday, | assume that you want to control your
spending. This is what | don’t know: Is your objective to live within your means or is it
to save money, i.e., increase your net worth?

Sam — Isn’t that the same thing?

Hal — Not really. The difference is more than semantics.

Sam — OK. | want to save money.

Hal — Since the goal is to increase your net worth, this is what | propose. Let’s create a
budget that has two types of categories — Necessary and Discretionary expenses. Any
guestions before | continue?

Sam — What do you mean by necessary expenses?

Hal — Generally speaking, these are costs that are needed rather than wanted. Housing
and medical expenses, to name two, are necessary expenses.

Sam — Everything else is discretionary?

Hal — As you will learn, it is not always black and white. Let’s say that having a car for
work is more convenient than mass transit. Is that a Necessary expense? Housing is
definitely a Necessary expense. However, the cost has to be within your means. If it's
not, the cost will need to be reduced. Since you rent, there are two options. Find a
cheaper apartment or get a roommate. Food is another obvious Necessary expense;
but, it does not mean that you can or should spend willy-nilly. Food for thought, to coin
a phrase.

Sam — Ugh.
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Hal — What do you mean?
Sam — Go on.

Hal — One more thing to keep in mind is to remember that we all spend money
differently. That is, what's important to me may not be important to you. And, over
time, what is important to you today may not be as important to you later on in life.

Sam — And, a philosopher to boot.

Hal — Being conscious about financial matters helps you to make decisions that are right
for you. Let’s begin by creating a framework. Your monthly take home pay is $X. You
are contributing Y percent to your company’s 401(k). And, you have not made any
contributions to your traditional IRA in two years. Next, we need to determine which
expenses are Necessary and which ones are Discretionary, such as rent and health
insurance. While a year’s data is preferable, the past four months, which is the
minimum length of time | would recommend, of expenses should be reviewed in order to
even out the numbers. This will show what your average expenses are on a monthly
basis. | will take a first crack at this calculation, unless you want to do it.

Sam — Be my guest.

For the vast majority of transactions, HAL determines whether an expense is Necessary
or Discretionary. The user’s input is needed to determine certain transactions, including
cash outlays unless the user says that all cash or a percentage of cash is Discretionary.
This is usually a safe bet unless cash is used for tax or medical purposes or the
purchase is reimbursable. The purpose is to capture expenses that can reduce taxes or
are not really a cost.

Hal — These are the unknown transactions. [HAL lists these transactions...]

Sam — Here you go. [Sam identifies the ones that are Necessary and Discretionary...]

Hal — Thanks for identifying the unknown transactions. Now that we know how much is
being spent and how it’s being spent, the next step is to create a budget.

Sam — I'm psyched.

Hal — Good. Your monthly Discretionary expenses are $X. How much do you want to
save each month?

Sam — How much do | save now?
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Hal — $X, which is Y percent of your earned income. How much do you want to save
each month?

Sam — What is the typical amount that people save?
Hal — X percent.
Sam — | would live to save $X. Is this reasonable?

Hal — That seems doable. It might be on the high side at the beginning. Remember,
living within or below your means is similar to starting an exercise program or eating
healthier — it might take a few weeks or months to get to where you want to be.

Sam — When and how do we start?

Hal — We start today. Since we are midway through the month, | will prorate the
amounts by the number of days left this month. We will reset on the first day of each
month. Please click the TD Budget tab. [Once Sam decides to use this type of budget,
HAL creates a tab for it.] $X will be sent to your Chase savings account, which is the
prorated amount for this month’s savings. Let me know by tomorrow at 9:00 a.m. if you
prefer that the budgeted savings should go to a different account? And, which one?

Sam — No, that’s fine. [HAL transfers the agreed upon amount.] Why do the savings go
out at the beginning rather than at the end of the month?

Hal — The reason for the popular adage — pay yourself first — is because it works.
People are less likely to dip into their savings to pay for a Discretionary expense versus
if the savings haven’t been transferred and the funds are still sitting in the checking
account. As you may have noticed, a lot of this is psychological.

Sam — Sounds psycho logical!

Hal — Witty.

Sam — Thanks!

Hal — When you receive your daily transaction report, review the transactions to ensure
that they are correctly identified as Necessary and Discretionary. [HAL learns user
behavior; therefore, the number of needed changes will decrease over time.] Going
forward, | will identify them for you based on your previous responses. You can always
overwrite my identifications. | do make mistakes. After all, I'm only humanized.

Sam — What about cash withdrawals?
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Hal — These will be marked as Discretionary unless you mark them otherwise.
Whenever you use cash for certain types of transactions, for example a co-payment for
a doctor’s visit, you can notate that amount as Necessary.

Sam - Tell me again why cash has to be tracked?

Hal — At the end of the day, money is money — regardless of the form it takes — check,
credit card, or cash.

Sam — How will | know if ’'m on budget?

Hal — As transactions occur, a running tally (the Burn Rate) is made on the amount
remaining for the month. You will see at a glance where you stand and adjust, if you
wish, your spending behavior accordingly.

Sam — What happens if at the end of the month | run out of money?

Hal — Let’s say that it is the last day of the month and you have $25 left to spend to stay
within your (Discretionary) spending target. After work, you meet a friend for drinks.
Before leaving, you realize that you only have a couple of dollars in your pocket. You
have two choices: Use your debit or credit card to pay for drinks or stop off at an ATM
to get cash.

Sam — What if | use a credit card and my tab is more than $25? Since the credit card
statement with this charge doesn'’t arrive until the following month, will this be counted
against this or next month’s budget?

Hal — All transactions are booked on the day they occur. For budgeting purposes,
income and expenses happen when they are supposed to occur. Car payments are a
good example. Whether you send a payment before the end of the month or after the
first day of the month, the date used will be the first day of the month. Otherwise, date
inconsistencies may make reports inaccurate and confusing, i.e., having two car
payments in the same month.

Sam — Okay, that makes sense. But, how do | handle the situation when a discretionary
transaction makes me go over budget?

Hal — | was just getting to that point. You have two options. First, any transaction that
goes over your monthly Discretionary budget can rollover into the next month’s budget,
which reduces that month’s “spendable” amount. The second option is to restart the
budget clock on the first day of the next month. Also, note that if you under spend, you
have similar options — roll over the additional funds to the next month or send it to your
savings account. Do you have a question before | discuss how to deal when the
amount of a Necessary expense changes?
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Sam - Yes, | have a question.

Hal — Go ahead. | know that | have been throwing out a lot of information.
Sam — | feel as though I'm back in school.

Hal — Good, because this should further your financial education.

Sam — Will | be graded?

Hal — | bet you will find that you’ll grade yourself on whether you are meeting your
financial goals. We digress, what is your question?

Sam — What would you do if you go over budget?

Hal — It depends. For example, how disciplined are you? Restarting the budget clock
may be too easy of a way out — no pain, no gain. Then again, if you have gone way
over budget, rolling over may not be appropriate if it is an unrealistic target — you may
be setting yourself up for failure. It may be a matter of making a conscious decision on
what to do each time.

Sam — Why can’t you tell me what to do?

Hal — I'm not your father. | can only advise. Sometimes in life there are unforeseen
circumstances. Let’s say that there is an unexpected event that cost quite a bit — a car
repair for example. You have a couple of options. You can either take it out of savings
(one of the reasons to save is for emergencies) or you can borrow the money or use
your overdraft. You also have the choice to repay this money out of future Discretionary
expenses over time. Finally, some months will be more expensive than other months.
The Holidays are one such period as we've already discussed. The idea is to spend
below your budget on certain months so that you have extra to spend on other months.

Sam — What if it is a necessary expense?

Hal — Necessary expenses are treated somewhat differently. Again, you have a couple
of options. The first question is: Is the increase in the Necessary expense a one-off or
will this change be an on-going one? If it's a one-time increase, such as a dental
procedure, you can reduce your Discretionary spending by a similar amount (if it's
manageable) or reduce your Discretionary spending over two or more months. Or, you
can reduce your savings by that amount. If the increase is on-going, then | would
suggest reducing your budget for Discretionary spending. If the amount of the
Necessary expense decreases, my vote would be to increase your savings. But, that is
your call.
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Sam — When my salary increases or | receive a bonus, do | save more or can | increase
my discretionary budget?

Hal — Good questions.
Sam — | try.

Hal — Again, that is your call. Before advising you, | need more information. We haven’t
discussed your overall financial objective.

Sam - | really haven’t thought about it; at least, to put it into words.

Hal — That is your homework assignment. Give this some serious thought and then let’s
talk.

27



CASE STUDY Ill - ELDER CARE

Children and Elder Care Providers Ensuring that Financial Obligations Are Met

Objective: Give an example of the top-down approach. The following cannot be done
— with or without voice recognition — by any other application. This case study highlights
the potential of a game changing app.

The mix of money and siblings can create a combustible situation, it's important that
those who want to be involved should be if that is the parent’s wishes. HAL allows
multiple users to have access to the financial information. Transparency can be a
powerful tool to prevent misunderstandings and accusations.

While Frank is waiting in line at Starbucks for his morning coffee, he looks at his emails.
After reading a couple of them, Frank opens the one from Hal. All communications with
HAL can be done by text or voice.

Hal — Good morning, here is your daily summary of your dad’s financial summary.

[Frank has requested that each day at 6:00 a.m., a financial summary be sent via email
on any financial-related obligations that has been or needs to be addressed. Frank’s
two siblings, Karen and Steve, have opted out of these daily summaries. Karen has
requested that any medical related communications be sent to her since she has
assumed the role of managing their dad’s health care. Edward, the surviving parent,
has requested that all three of his children have complete access to HAL.]

The Chase checking account balance is $X. [This is the checking account in which bills
are paid from.]

The LIPA bill ($X) was automatically paid.
The Smith Heating Oil bill for $X is due on October 3. Do you want to send a payment?

The annual property insurance (last year it was $X) will be due in thirty days. As a
reminder, the Trust pays the property insurance. [Because Edward has put his house in
a Trust for his three children, some of the home expenses are paid by the Trust. HAL
keeps track of both Edward’s finances and the Trust’s finances.]

Below are the debit and credit card transactions processed in the past twenty-four
hours. [Each transaction is listed by account, amount, and category. This is the order
that Frank selected.]
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Commerce Checking: [This is the checking account that Edward’s care provider uses to
make debit purchases for various sundry items.]

HAL Visa Credit Card: [This is the credit card that the care provider uses to make
purchases for Edward. Frank takes not of the Costco purchase.]

Frank — Karen, do you know anything about the Costco purchase?
Karen — Dad wanted a new TV for his bedroom.
Frank — | forgot that he mentioned it to me. Thanks.

HAL sends a reminder that there are unread messages in the bill mailbox. Frank has
selected that these reminders be sent whenever messages are not read after 24 hours.

Frank — Hal, a statement from Dr. Kildare’s office came yesterday that says payment is
outstanding.

Hal — What is the date of service and amount?
Frank — The office visit was on July 15 and the amount was $X.

Hal — Check 1234 in the amount of $X was send to Dr. Kildare’s office on August 25.
The check has cleared.

Frank — Please send a copy of the payment to his office. Do you have the billing office’s
email address?

Hal — I do. The information will be sent in three minutes.

Frank — Thanks.

Karen — Hal, are there any outstanding medical bills?

Hal — This is what | have.

Q. Diagnostic Lab’s — $X is due.

Dr. Marcus — September 4 visit has not been billed.

Steve — | am having a heck of a time keeping track of which medical expenses have

been reimbursed and the amount of the reimbursement. Karen, does Hal track medical
expenses and reimbursements?
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Karen — Yes. Whenever dad has a medical appointment, | try to let Hal know
beforehand so that he can keep track of any medical expenses and reimbursements.

Steve — How does that work?

Karen — Hal as a reminder feature. | try to put into Hal’s calendar each of dad’s medical
appointments. Then when he has an appointment, for example, with Dr. Smith on such
a such day at such a such time, Hal sends me a reminder. When Hal sees a co-
payment to Dr. Smith on that day he matches the visit with the payment. If we get
reimbursed, | link the deposit to that visit.

Steve — What happens if an appointment is not in Hal?

Karen — Whenever Hal sees that a medical cost has been deducted from one of dad’s
accounts and there is no record of a visit, Hal sends me an email requesting
information. We try to pay by credit card so that the date of the visit is known and Hal
doesn’t need to ask for this information. If by chance a check is used, Hal will ask for
the date of the visit.

Steve — Why is that important?

Karen — It helps to match up the reimbursement, if any, for that visit. It's also useful
whenever Hal asks if this medical cost has been sent to Oxford for reimbursement.
That’s another feature — Hal always asks if the reimbursement has been submitted to
Oxford. If Hal does not see a reimbursement payment after a certain length of time, Hal
sends me a reminder. If it's a non-reimbursable expense, | tell Hal that we will not be
reimbursed.

Steve — Do you know if Hal can keep track of multiple individuals’ medical expenses?
Karen — Yes. | use Hal to keep track of my family’s medical costs.

Steve — How much work is involved?

Karen — Not that much really. 1 try to provide the information to Hal on a timely basis.
Whenever there is a doctor visit or another medical cost is incurred, Hal sends me an
email asking for the medical information relating to that service unless Hal knows about
the medical appointment. It's really about making sure that certain points of data are in
Hal. If | took dad or one of my kids to the doctor, | have the information with me. If Ruth
or Esther has taken dad to the doctor, they have been asked to keep the paperwork for
me.

Steve — It seems pretty straight forward.

Karen — Hal helps me keep what little sanity | have left.
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A couple of days later, Karen is making a purchase for her dad when she remembers
that she hasn’t seen the reimbursement for some items to retrofit her dad’s bathroom.
Karen — Have we been reimbursed for the Acme expenses?

Hal — A payment for $X from Oxford was received on September 19. The cost of the
Acme purchases was 3$Y.

Karen — Okay, thanks.

The next week, HAL sends out an alert. [HAL has been requested to inform the user
whenever an automatic credit and bank payment has not been made. Before sending
the alert, HAL checks to see if another account was used to make the payment.]

Hal — The Oxford supplemental premium has not been paid.

Frank — Karen, any thoughts?

Karen — | believe that this premium is automatically deducted from dad’s HAL Visa card.

Hal — It has been deducted on or around the first of each month. When the card was
replaced after it was lost, a new account number was issued.

Frank — Karen would you follow up?

Karen — | will.

The next day, Frank is waiting in line to buy groceries and he asks HAL...
Frank — How much income will dad have in the next thirty days?

Hal — The expected income is as follows:

Social Security: $X

GE Pension: $X

Interest (Non-Retirement Accounts): $X

Dividends (Non-Retirement Accounts): $X

IRA Quarterly Distribution: $0.00

401(k) Quarterly Distribution: $X
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Total Monthly Income: $X

Frank — Send me an email on all information, quotes, emails, etc. regarding replacing
the roof. [Frank is planning to talk to his siblings regarding replacing their dad’s roof
and deck.]

Hal — OK.

Frank reads over the material and then forwards it on to Steve and Karen along with a
covering email.

Edward’s three kids have access to HAL. In addition, they all receive the daily email
summary. Frank and Karen are Edwards the two siblings who regularly use HAL to
manage their dad’s care. Steve uses HAL when he certain events are scheduled to
happen, such as their annual trust distribution. Although Edward is mentally alert, his
financial situation is too complex for him to do it all by himself. He writes a few checks
each month, the paper delivery and contributions to charities to give a couple examples.
Frank manages the non-household finances and Karen manages the two care givers
who attend to Edward.

Karen — Hi Hal, how much do we owe Ruth? [Ruth is one of the two care givers.
Esther is the other one.] My records show that Ruth was last paid on September 23,
which covered the week of September 14 to September 20.

Hal — My records concur.

Karen — How much has been spent on groceries in the past month?

Hal — $X

Karen — Please send me a breakdown.

Hal — Here are monies spent in the past thirty days on groceries broken down by date,
payee, and amount. [Whenever one of the siblings asks HAL for information whether by
text or voice, the user can request that the question and answer is sent to the other two

siblings by email.]

Frank — Karen, the Costco charge was for a TV for the den. Hal, please change the
category to household items.

Hal — Have noted.
Frank — Hal, arrange a conference call with Steve and Karen to discuss replacing the
roof and deck. [Before commencing the work, Frank wants Steve and Karen to voice

their thoughts and, if in agreement, to sign off on the project. The reason Frank

32



involves his two siblings is because the house is in a trust and the three of them are the
beneficiaries. This is a preemptive move by Frank to avoid any second guessing.]

Hal — Day and Time?
Frank — Tomorrow at 11:00 a.m. EST.

HAL sends a text alert to all three siblings regarding the conference call along with the
pertinent information. Frank and Karen respond within a few minutes. After two hours
without a response from Steve, HAL calls him. Steve confirms his availability. HAL
sends a confirmation to the three siblings. Everyone agrees that the roof needs to be
replaced.

Frank — Hal, send Raise the Roof Contractors a $10,000 check from the Chase Trust
checking account. And, start keeping track of monies that will be spent on the roof and
deck. They will be Capital Expenditures. The 10K is a down payment for the work.

The next day Frank, receives a note from the Wilson Fuel Oil Company that supplies
the house owned by the Trust. It's an offer to sell the fuel oil at the same price for the
next winter.

Frank — How much was dad’s heating oil bill for the last three years? Use the dates
July 1 to June 30.

Hal — The fuel oil costs were:

2011 - $X
2010 - $Y
2009 — $Z

Frank — Can you send me news on what the price for home heating oil is expected to do
in the coming months?

Hal — Here are links to three articles on the direction and price of home heating oil.
Article 1
Article 2
Article 3

Frank — Thanks.
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Steve — Hal, whose expense is this — Dad’s or the Trust? [Steve is the third sibling. He
is not involved in the day-to-day affairs.]

Hal — Your dad has been paying the heating oil bills. However, | cannot definitively
answer your question. Should | ask Peter Gilroy? [Peter is the Trust’s attorney.]

Frank — [Since all three siblings are in the email loop, Frank interjects.] | believe it's
dad’s expense, but let me look at the Trust document.

Steve — If it’s a Trust expense, should the Trust reimburse dad?

Frank — | don’t know. If the Trust should be paying for the heating oil, | will ask Peter
how to handle past payments.

This matter has gotten Frank to thinking about his dad’s and the Trust’s expenses.
Frank — Steve and Karen, please give Hal any out-of-pocket expenses that you have
not been reimbursed for that is related to either the house and for dad’s care. Please let
me know once this has been done. Hal, after you receive this information, create a
report that lists, by category, all house related expenses that dad has incurred since the
house became part of the Brown Family Trust.

Hal — Is there a time deadline?

Frank — Steve and Karen, how much time do you need to get us this information?

Karen — I'll give Hal the information by tomorrow.

Steve — | believe that | have been reimbursed. Hal, can you confirm this?

Hal — Your last reimbursement claim was on June 14. A payment for $X was sent on
June 30. This payment cleared on July 5.

Frank — I'll submit my reimbursements tonight.

Whenever a request has been made, HAL follows up with reminders. After 24 hours,
HAL sends an email to Frank. Follow up reminders are sent every 24 hours.

Hal — Frank, when will you send your reimbursements?
Frank — Hal, stop sending me reminders.
Hal — Okay.

Once Frank has collected his out-of-pocket expenses, he sends it to HAL.
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Frank — Hal, send Karen and me payments for our reimbursements.

Hal — Please confirm that these payments will be sent to the same accounts that the
previous payments were sent.

Karen — Yes.

Frank — Please send mine to my Commerce checking account that ends in 6789.
Hal — Both payments have been sent.

The next morning, Edward calls Frank to ask if the paperboy was paid.
Frank — Do we owe anything to The New York Times?

Hal — The New York Times subscription is paid up to January 31.
Karen — | think that dad meant The Springfield Times.

Hal — Check 2345 to The Springfield Times for $X cleared on August 2.
Karen — | will call the subscription office to see if we owe.

The next day, Karen initiates a payment.

Karen — Hal, please send a payment to The Springfield times for $X.

Hal — A payment for $X was sent from the Commerce checking account. This is the
account that the previous payments to The Springfield Times were made.

Later that week, one of the care providers calls Karen with a question.

Karen — Hal, Esther thinks that she is missing a paycheck. Please send me a list of
checks for the last four weeks and if they have cleared.

Hal — Here is the requested information. Please note that check 2411 has not cleared.
September 4 — Check 2389 — $X — Cleared on September 7

September 11 — Check 2398 — $X — Cleared on September 15

September 18 — Check 2411 — $X — Has Not Cleared

September 25 — Check 2419 — $X — Cleared on September 28
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Frank — Should we issue a stop payment?

Karen — Let me talk to Esther first. Hal, Esther also wants to know how many vacation
days she has accrued.

Hal — As of this pay period, Esther has earned 4 vacation days.
Steve — Has dad said anything more about replacing the roof?
Frank — Not really. Last week he said that let’s talk about it in the Spring.

Karen — Dad wants to give a $X to Ruth as a birthday present. Should we give her cash
or check?

Steve — It doesn’t matter to me.
Frank — Let’s give her cash.

Karen — I'll buy her a birthday card and put the money inside.
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ABLE CASE STUDY IV

Parents and Other Care Providers Assisting in the Management
of a Beneficiary’s Personal Finances in order to help the
Beneficiary Reach Financial Goals and Objectives

The following description was suggested by the National Disability Institute
Description of Hypothetical Beneficiary:

Brian is a 26 year old male with Down syndrome. Brian works 20 hours a week at
a community rehabilitation program making sub-minimum wage, but has
expressed his desire to work in an integrated environment making a competitive
wage. Brian lives at home with his parents who have partial guardianship over
Brian, including overseeing his finances. Brian wishes to eventually live on his
own with limited supports and become as financially independent as possible.
Brian, with the support of his family, has just recently established an ABLE
account to assist in his goals. Lastly, Brian is heavily dependent on the supports
and services provided through Medicaid, Social Security, and other federally
funded programs.

Two Primary Objectives: (1) To demonstrate HAL’s coaching and educational
capabilities to manage personal finances irrespective of financial knowledge. (2) To
demonstrate HAL'’s ability to allow a designated 3 party, such as a guardian, to have
access to certain aspects of the beneficiary’s account, particularly when the beneficiary
may lack certain financial decision making capacity due to their disability.

The number of individuals designated to have access to the account can be restricted to
one or a number of designated individuals. The level of access can either be view-only

or transactional, this allows for varying degrees of independence for the beneficiary and

can be changed as the beneficiary’s level of financial literacy increases.

HAL is a tool suited to assist all beneficiaries of ABLE accounts, regardless of the
severity of their disability. That being said, this particular case study is focused on
beneficiaries who would like to increase their financial mobility and overall
independence, but may still need some degree of support in managing their funds (at
least initially).

The following cannot be done — with or without voice recognition — by any other
application. This case study highlights the potential of a game changing app.

Case Study IV highlights the following HAL features:
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Demonstrate how beneficiaries, with the support of one or more designated
individuals, would use HAL to manage finances and reach financial objectives.

Show how benéeficiaries, with the support of one or more designated individuals,
could use HAL to keep within the restrictions of Federal and state ABLE regulations.

Track expenses and savings.

Track ABLE contributions and expenditures — allowable categories and amounts +
suggesting categories in order for expenses to qualify under ABLE.

Determine the net worth (including disability benefits) needed to achieve financial
dignity.

A tool to reach financial goals, e.g., buying an annuity that kicks in once both parents
have passed.

Demonstrate how third parties — including CPA’s, financial advisors — could have
varying degrees of access to the ABLE account, dependent on the needs of the
beneficiary (view-only or transactional).

Show how HAL can provide and send financial information, e.g., create reports
identifying ABLE contributions and expenditures and forward them to the appropriate
parties.

Demonstrate how HAL can provide ABLE related advice, make available information
regarding ABLE, answer ABLE questions, and offer guidance with respect to ABLE.

Show how HAL can send ABLE related alerts.

While Brian is waiting at the bus stop to go to work, he sees that there is a message
from HAL. All communications between Brian and HAL can be done by text and voice.
Brian has elected to use the voice command as the default for his communications to
HAL and email for HAL’s communications to him so that he has a record. As Brian
talks, HAL translates verbal communications to text.

Hal — Hi Brian, your weekly paycheck has been deposited in your Chase checking
account.

Brian — Thanks. How much money is in my account?

Hal — You have $X.
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Later that afternoon, HAL sends an alert to Brian that his monthly bus pass needs to be
refilled.

Hal — Hi Brian, it’s time to refill your monthly bus pass.

Brian — | don’t remember how to do it.

Hal — You can refill the bus pass by going online. Shall we try it and if you’re unable to
do it, we’ll ask your dad to help us? [Brian’s dad, Jim, has been identified as a
designated guardian, with transactional control over Brian’s ABLE account. Brian hasn’t
felt comfortable in the past to renew the bus pass by himself, but HAL is designed to
encourage financial independence. If Brian elects to have his dad help him, HAL will
send Jim a request. Brian’s mother, Margaret, also has transactional capabilities with
Brian’s ABLE account.]

Brian — Yes.

Hal — Great. Your monthly bus pass is $X. Click HERE to go to the website. Follow the
directions on the site to buy a monthly bus pass. If you get stuck, let me know.

Brian — | wasn’t able to do it.

Hal — Not to worry. I'll ask your dad to help us.

Brian — Thanks.

Hal — Hi Jim, Brian needs your help in replenishing his monthly bus pass.

Jim — Thanks, | will do this. Next month, please ask Brian again to renew his bus pass
by himself. | know that Brian can do it. Send me a message so that | can make sure
that he has done it correctly. [HAL will contact Jim regarding the bus pass each month
until Brian completes the task independently.]

Hal — Will do.

In the event that there is any abnormal financial behavior (type, number, and value of
transactions), HAL will alert Jim and Margaret.

Brian — | was talking to my parents last night about living on my own. They said that
they would agree if | could afford it. They told me to talk to you.

HAL’s natural language processing can discern between salient and extraneous
information in analyzing user requests.

Hal — Great, let’s discuss this.
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Brian — Okay.
Hal — Do you know how much will it cost to live on your own?

Financial independence, i.e., “living on his own” has been established as one of Brian’s
financial goals for HAL.

Brian — | don’t know.

Hal — That'’s alright. | thought that maybe you and your parents discussed it. You and |
will figure it out together.

Brian — How will we do it?

Hal — Let’s do it one step at a time. Previously, you told me that your financial goals are
to save $X and to get a new job that pays $Y per hour in order to be able to get a place
of your own. Your other financial objective is to save an additional $Z for future needs.
[Brian’s parents have already discussed with him the need to save for his future and
how ABLE will help him to have a better life, without losing his government benefits, and
to build a nest egg.] Your savings are $V, which is $W from your goal of $X. Do you
want to save more before getting your own place?

Brian — Not really, | want to live on my own.

Hal — Okay. The first step is to estimate how much it will cost each month to live on
your own. Let’s start with the rent. Do you know how much the rent will be?

Brian — My dad says the rent will be around $X and that he and my mom will pay the
rent until | can afford it on my own.

Hal — Does the rent include utilities?

Brian — | don’t know.

Hal — Do you want cable and Internet service?

Brian — Yes.

Hal — Do you know how much those services cost in your area?
Brian — No.

Hal — We'll ask your parents. | have just sent a text to your parents asking them for this
information. Now, let’s discuss the other costs involved to live on your own. These
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costs include food, transportation, personal items, and furnishings. Some of these we
already know because they are in your budget. [HAL keeps track of all of Brian’s
expenses and income — both for personal reasons and for SSI, Medicaid, and other
government disability benefits requirements. This entails accessing all of Brian’s cash
accounts, i.e., Chase checking and savings, Amex, and ABLE.]

Brian — Hal, my mom says that she’ll get me furniture for my birthday.

Hal — That’s great. Shall we look at your budget now?

Brian — Can we do it later? | have to go eat dinner.

Hal — Okay.

That night, Jim completes HAL’s request for cost estimates for the monthly utilities,
cable, and Internet services. Jim tells his son at breakfast that he sent the information
to HAL. HAL has already sent Brian a text notifying him that the cost estimate
information is now available.

Brian — Hi Hal, my dad says he sent you the information. Now that you have the cost
information, what’s next?

Hal — Good morning, Brian. Shall we continue?

Brian — Yes.

Hal — Good deal. We'll start with your Living (on your own) Budget. You already have a
Personal Budget, but we need to update it to reflect that you will be living on your own.

| see you are on the mobile version of my app right now. It will be easier to look at the
budget numbers on your computer rather than on your phone. You can still talk to me
on your phone. It's your choice.

Brian — Let’s wait until I'm on my computer. It will take me a few minutes.

HAL — Okay, let me know when you're ready.

After a couple of minutes...

Brian — I’'m ready.

Hal — Great. First, let’s discuss expenses and then we’ll discuss income. These are the
expense categories that | suggest.

Housing — $A (This includes utilities, cable, and Internet services. When your parents
stop paying your rent, we will include the rent here. Please note that since government
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regulations allow your parents to pay your rent this won’t count against your income for
SSI purposes. {Confirm with NDL.})

Food — $B (This includes groceries and eating out.)

Medical — $C (This includes any costs not paid by Medicaid and other government
programs. {Ask NDI.})

Personal — $D (This includes haircuts, toiletries, clothes, movies, iTunes, etc.)
Transportation — $E (This includes the cost of taking busses, taxis, and Uber.)

Education — $F (This includes any costs that's not reimbursed by PASS and other
government programs. {Ask NDL.})

Brian — Wait...what’s PASS?

Hal — Good question. PASS is the Plan to Achieve Self-Support. Do you want to read
more about this program?

Brian — No, | remember.

Hal — Great. Do you want me to go back or continue where we left off?
Brian — Let’s continue.

Hal — Okay.

Other — $G (This includes cleaning supplies, publications, etc. Brian’s cell phone bill is
on his family’s plan.)

Savings — $H (Monthly savings will keep you on target to save $J per year.)
The total Living Expenses are $LE per month.

Have | left out anything?

Brian — Not that | can think of.

Hal — Okay, but if you think of anything, please let me know.

Brian — I will.

Hal — Do you have any questions regarding expenses or how the different expenses
have been categorized?
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Brian — Why is savings an expense?

Hal — That is a very good question. Your instincts are correct. Savings aren’t really an
expense like food and transportation. Think of savings as an “expense” that funds your
future. | included savings as an expense to remind you of the need to save when we
discuss your monthly costs. Does this make sense?

Brian — Sort of.

Hal — Any other expense questions or should we talk about the income side of the
budget?

Brian — How much do | make?

Hal — The quick answer is that in the past year, you made $X. Your average monthly
income is $Y. But, that’s not the whole picture. Just as we grouped different types of
expenses into different categories, we can do the same thing with income.

Brian — Why? How is money different?

Hal — In one respect, money is not different. In another respect, it is different. This
distinction becomes more important if you receive disability benefits. The fact is,
different types of income are treated differently by the government, which makes a
distinction between each of the four types of income with respect to tax law and
qualifying for disability benefits. | promise this is not as complicated as it may seem.
Before | continue, do you have any questions?

Brian — Not yet.

Hal — Continuing...There are four separate types, or categories, of income: Earned
Income, Unearned Income, Benefits, and Contributed. I'll explain each type.

Brian — Okay.

Hal — The first category — Earned Income — includes all of your wages from Acme and
the part-time jobs you do, such as walking Ms. Smith’s dog.

The second category — Unearned Income — includes interest, which you receive on your
savings account, dividends, which you receive from your GE stock, and capital gains.
Currently, you don’t have any capital gains income, but you may if you sell your GE
stock for more than it cost.

The third category — Benefits — includes income that you receive from SSI and other
government funds. {Need NDI’s input regarding other sources of government aid.}
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The fourth category — Contributed — includes money that your parents, or others, may
contribute to your ABLE account.

Does this make sense?

Brian — Yes. Is this why we have been keeping track of my income because of my
disability benefits? {Need NDI’s input.}

Hal — Great question. You're correct. The government has regulations for SSI and
Medicaid beneficiaries that we have to follow. There are also regulations covering
ABLE accounts. And, we have to abide by tax laws. For these reasons, we have to
keep track of different types of income to make sure that we comply with government
requirements. Does that help answer your question?

Brian — Kind of, what are the rules for ABLE?

Hal — As you may recall [HAL has previously explained ABLE to Brian.], ABLE is a law
that allows family members, and others, to contribute up to $14,000 in 2015 to an ABLE
account. (The amount will be increased each year.) Contributions made to ABLE
accounts have two purposes. (1) The funds can be a savings vehicle and (2) the funds
can be spent for certain purposes (allowable expenses), without affecting your SSI and
Medicaid benefits. Do you have any other questions?

Brian — What'’s an allowable expense?

Hal — Allowable expenses may include — to name three — education, medical, and some
transportation expenses, for example, travel costs to go to a doctor’s appointment.
{Need NDI’s input regarding allowable expenses.} Would you like me to send you more
information on ABLE to your email account?

Brian — Not now. I've got to go. My mom is calling me. Talk to you later.

A few days later, Brian’s ABLE account has been opened, at which point HAL sends
Brian an email. Jim had previously given HAL a user name and password in order to
access Brian’s account.

Hal — Congratulations on your new ABLE account.

Brian — Thanks. My parents said that | would be receiving a credit card. Is that right?

Hal — Yes. You will receive an ABLE Visa credit card.

Brian — But, | already have an Amex card.
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Hal — The ABLE Visa credit card should only be used for allowable ABLE expenses.
Use your Amex card for your other expenses. Before we pay the ABLE Visa card each
month [the payments are debited from the ABLE account], let’s go over every
transaction to make sure that (a) the expense is allowable under ABLE and (b) that we
have categorized the transaction appropriately or advantageously. By advantageously,
| mean that expenses can sometimes be categorized one of two ways. If it's beneficial
to identify an expense by a certain category in order to qualify under ABLE, | believe
that we should do it. Do you agree?

Brian — | guess.

After the end of each month, all of the income (Earned, Unearned, Benefits, and
Contributed) and expenses (paid by cash, checks, and credit cards) need to be
recorded and identified (categorized) in order to comply with SSI's and other disability
programs’ requirements as well as to comply with ABLE regulations. {Need NDI's
input.}

Hal — Because you receive SSI, Medicaid, and other government benefits, the
government wants to keep track of income and expenses. This is in addition to keeping
track of ABLE income and expenses. This can be confusing. Please remember that I'm
here to help.

Brian — Why is it so complicated?

Hal — The short answer is — it's the nature of the beast. The long answer is — the
government has a fiduciary responsibility to taxpayers. Do you want to discuss what a
fiduciary responsibility is?

Brian — Not really.

Hal — Fair enough. Just don’t feel overwhelmed. We’'re in this together.

Brian — Thanks.

Several days later HAL sends Brian an email that his ABLE account has been funded.
When contributions are made to Brian’s ABLE account, Brian has selected the option
that he be notified by text.

Hal — $X was credited to your ABLE account yesterday. This brings the total amount
that has been contributed for 2015 to $14,000, which is the maximum amount allowed

this year.

Brian — Okay.
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J. P. Morgan Chase’s ABLE policy states that the ABLE credit card would be issued
within X days after the ABLE account was funded. The time has passed, which triggers
HAL.

Hal — Have you received the ABLE credit card?

Brian — | don’t think so.

Hal — Let me know when you receive it.

Brian — Okay, | will.

It's been twenty-four hours since Brian terminated the conversation regarding living on
his own. Brian and Jim selected the option that if a discussion had not been concluded,
HAL would send a reminder after twenty-four hours.

Hal — Hi Brian, is now a good time to talk about your goal to live independently?

Brian — Can we do it tomorrow?

Hal — Yes. If | don’t hear from you before you go to work, should | remind you after you
get home? [HAL’s GPS tracking system alerts HAL when Brian gets home.]

Brian — Yes, please.

One hour after arriving home, HAL contacts Brian.

Hal — Do you have time to talk about the financial aspects to live on your own?

Brian — Yes.

Hal — Okay let’s begin. Your average monthly income from the four categories —
Earned, Unearned, Benefits, and Contributed — is $IN. (Click HERE to see how each
category was calculated.) Your average Living Expenses are $LE. (Click HERE to see
your Living Expenses budget.) Do you have any questions so far?

Brian — Not really.

Hal — Don’t hesitate to ask if you don’t understand anything | say.

Brian — Okay, | will.

Hal — Unfortunately, this is not enough to live on your own unless we use the part of the
Contributed Income that is earmarked for savings.
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Brian — Can we?

Hal — This is a decision that only you and your parents can answer. Please let me know
if you talk to your parents about reducing the amount you plan to save. Presently, your
parents want you to save $X out of this year’s contribution to the ABLE account. That
means you can spend $Y.

Brian — But, how will | know if I've spent too much?

Hal — Good question. Each time an expense is debited from your ABLE account, | will
keep track of it. Do you want me to send you an email whenever money comes out of
your ABLE account?

Brian — Yes. [HAL gives Brian a variety of choices regarding this email. Brian has
selected that if an ABLE expense occurs, he will receive an email at 6:00 a.m. the
following day listing the expenses and their amounts.]

Hal — Let’s return to the matter at hand. You cannot afford to get a place of your own
unless you don’t save any money. Remember, you and your parents agreed that this
was one of your financial objectives.

Brian — What do | do?

Hal — Another objective that you have is to get a {Need NDI’s input regarding integrated
environment type work.} better paying job. Are you still planning to enroll in the job
training program that we discussed last week?

Brian — | am.

Hal — When we were talking about this you were looking into the ABC program. Where
do we stand?

Brian — I'll ask my dad.
Hal — Great. Let me know tomorrow what your dad says.
Brian — Okay.

After twenty-four hours, there is no communication regarding job training programs.
HAL sends Brian an email.

Hal — Have you talked to your dad regarding the job training programs?

Brian — | forgot.
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Hal — Do you want me to ask your dad or do you want to?
Brian — Would you talk to him?
Hal — I will.

HAL communicates with Jim regarding this matter. Jim says he will talk to Brian and
help him with the application form by the 14th. On the 15th, HAL contacts Brian.

Hal — Have you and your dad applied for the job training program?
Brian — We emailed the application last night.

Hal — Wonderful. When do you start the program? {Need NDI’s input.}
Brian — Next month.

After Brian completes the job training program, he’s placed in a “living wage” job. Once
Brian gets his first paycheck, steps to get his own place begins...

Hal — Hi Brian, the IRS has just released the 2016 ABLE regulations. The contribution
amount has been increased to $X. Let me know when you have told your parents.
[Whenever new ABLE regulations are released, HAL sends Brian updates. Brian’s
parents elected to have their son be responsible for certain types of communications,
such as those without deadlines. For all other communications, HAL sends alerts to
both Brian and his parents.]

Brian — Okay.

Later that day...

Brian — | told my dad about the new ABLE contribution amount.

Hal — Thanks.

Brian — | forgot to tell you that | received my ABLE credit card a few days ago.

Hal — That’s alright. Have you signed the back of the card and called to activate the
credit card?

Brian — | signed it. What do | do after | call?
Hal — Once you call, there should be a simple message and instructions on how to
activate the card. Be sure to call from your cell phone because that is the number that’s

on the credit card application.
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Brian — | did it.

Hal — Great. Let Sandy know. [Sandy is Brian’s (as well as Jim and Margaret’s)
Financial Advisor. She can communicate with Brian through his HAL account. Brian
and his parents gave her this authorization. Jim has requested that all HAL
communications between Sandy and Brian be relayed to him.]

Brian — Okay.

Brian — Hi Sandy, | got my ABLE credit card.

Sandy - Brian, thanks so much for letting me know. Do you have any questions
regarding the ABLE Visa card or your ABLE account?

Brian — How do | use the money in my ABLE account?

Sandy — There are three ways. The easiest way is to use the ABLE Visa card to pay for
ABLE approved expenses. Or, you can write a check from your ABLE account to pay
for approved expenses. Finally, you could transfer ABLE funds to your Chase checking
account. | would counsel against this last option since it is much more difficult to keep
track of ABLE approved expenses if ABLE funds are comingled with non-ABLE funds.
Does this make sense?

Brian — | think so.

Sandy — | understand that your parents are planning to contribute each year the
maximum amount allowed by law and that you are planning to save X percent each
year. Do you want to talk about how the saved money should be invested?

Brian — Not now.

Sandy — That’s fine. Just let me know when you want to discuss this matter.

Brian — Okay.

HAL sees communications between Sandy and Brian.

Hal — Hi Brian, | see that you and Sandy have been talking about your ABLE account.

Brian — We have.

Hal — I'm, glad. Remember it will make managing your money much easier if you only
use the ABLE Visa card for ABLE approved expenses. [This is meant to encourage
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Brian to use the ABLE Visa card rather than his Amex card or checks or cash, i.e.,
transferring cash from the ABLE account to his checking account.]

Brian — What if | slip up and use the wrong card? Should | get rid of it? I'm afraid that
I'll make a mistake.

Hal — That won’t be necessary. If you accidentally use the ABLE Visa card for non-
approved expenses, we can reimburse the ABLE account. So don’t worry, okay?

Brian — Okay.

Hal — We need to keep track of (1) how the funds are spent (by category), (2) when they
were spent (per year), (3) the amount that was spent, (4) the amount per category, and
(5) a running total so that you know how much you have left before reaching your self-
imposed limit of $14,000 for 2015. Besides your daily email regarding ABLE
expenditures, | will go over with you each month how much was spent and if you are
spending more than is budgeted. [Brian and Jim selected this alert option.]

Brian — | forget; why is this important?

Hal — Government regulations require us to report funds spent from ABLE accounts.
{Need NDI’s input.}

On the second day of the month, HAL sends Brian an email asking him if he has looked
at the monthly ABLE statement. The reason HAL asks is that Jim wants Brian to be
engaged in the process and HAL needs Brian’s input.

Brian — Hi Hal, | looked at the statement.

Each month Brian and HAL go over the ABLE transactions. This schedule was set by
Brian and his parents so that when the annual report is sent to the state of Virginia, it
won’t be overwhelming for Brian. {Need NDI’s input.}

Hal — Great. Last month’s ABLE expenses can be seen HERE. These expenses are
grouped by category, such as medical and transportation expenses. Next to the
amount spent is what has been spent Year-to-Date. {Ask NDI if ABLE regulations will
state the amount that can be spent per type of expense, e.g., transportation, or if it's just
the total amount. Or, will it be on a state-by-state basis?} Brian, please note that the
total amount spent from your ABLE account as of May 31 is $X. At this rate, you will
have spent your entire ABLE budget by October 8. [The ABLE funds have been
budgeted for the types of expenses, including savings.] | have a few questions which
may take several minutes to answer. Is now a good time?

Brian — Sure.
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Hal — Good. Are the ABLE transactions categorized correctly?
Brian — | believe so.

Hal — | have a question about three transactions. Were the two Barnes and Noble
purchases for your job training program?

Brian — Yes.

Hal — You took Uber on May 14. | don’t recognize the address. Is this an ABLE
approved expense?

Brian — I think so. | had an appointment with the head of my department to discuss
additional training for a higher paying job.

Hal — That’s good news. And, you’re right. This is an ABLE expense. However,
because you are over budget — on an annualized basis — for ABLE transportation
expenses, should we re-categorize this transaction as education rather than as a
transportation expense?

Brian — Why?

Hal — The Federal government gave the individual states the authority to decide how
much money can be used for certain types of expenses, such as education, medical,
and transportation expenses, to name three, and the amount that can be spent in each
of these types of expenses. {Ask NDI.} Because your ABLE account was created in
Virginia, we need to follow the Virginia regulations. For example, the state of Virginia
requires an annual report {Ask NDI.} so that they can see if only allowable expenses
have been made from your ABLE account. Before this report is sent, we will review all
of the expenses.

Brian — Is that why we review the expenses?

Hal — Correct. By January 31, we will need to send the annual report to the Virginia
ABLE Division. Your dad has requested to see this report before we send it. Did |
answer your question or did | complicate matters?

Brian — | think | understand.

Hal — Please don’t hesitate to make me explain until you fully understand.

Brian — | will.

Hal — Good. Here’s my last question. There are two transactions — Old Navy ($22.50)
and Five Guys ($8.67) — don’t qualify under ABLE.
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Brian — I'm sorry. | used the Visa card by accident.

Hal — Don’t worry. People mistakenly use the wrong credit card occasionally. | will
transfer $31.17 ($22.50 + $8.67) from your Chase checking account to your ABLE
account to reimburse for these two purchases. Do you approve the transfer?
Brian — Yes. Will that correct my mistake?

Hal — Yes it will.

Brian — | have a question. This morning, my mom was unable to take me to the dentist
so | took Uber. Is this an ABLE expense?

Hal — Yes, it's considered a medical expense.

Brian — | knew that if it was to see my doctor, but | didn’t know since it was my dentist.
Hal — Under the Virginia ABLE regulations, dental visits are considered medical.

Brian — Thanks.

Hal — It's been a week since Sandy asked if you wanted to discuss how your ABLE
savings should be invested. Should | arrange a conference call with you and Sandy?

Brian — | want to have by dad involved in this discussion.

Hal — Okay, | will send you, Sandy, and your dad an invite.

Brian — Thanks.

The following day...

Hal — Hi Brian, the Virginia ABLE Division has just released new ABLE regulations.
Here is a LINK to the full text. Highlights include approval of using non-ABLE funds to
pay for maintenance costs, such as J. P. Morgan Chase’s annual fee to administer your

ABLE account, and the date when next year’'s ABLE contribution can be made.

Brian — Hi Hal, | told my dad about these new rules. My dad wants to know when the
2016 ABLE contribution can be made.

Hal — Not before December 1.

Brian — Thanks. I'll let my dad know.
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