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A Money Guide for Athletes

A

thletes are a special breed. Success comes more often than not at a young
age and with a very large paycheck. For them to succeed in the management of their finance there is a lot that needs to happen.

In this ebook, based on many of the columns published on my blog www.
sportsdollars.org, I provide a complete guide based on my experience helping
athletes as well as High Net Worth individuals to stay in the green and out of
tax trouble. This 7-point guide is an easy read that will give athletes and their
managers an introductory guide to successfully managing their contracts, taxes and money.
As a quick introduction, here are the main tips you should have in mind when
starting or succeding as an athlete:
Plan, Plan, Plan
Young people live in the now. Successful young people are no
exception. Having a healthy awareness of the risks and possible
downfalls is very important. Athletes know that they have a young
career cycle, however, their planning many times does not coincide with this awareness. Just the basics of putting money away,
analyzing contracts and living within their means goes a long way.
Don’t let taxes go to the back burner
Smart athletes know that the talk about taxes comes when negotiating deals. A good deal is always structured with payments over time
and has tax implications in mind.
Get a good team of advisors, not necessarily your relatives or
friends
Everybody will turn to their best friend, uncle or brother for advice.
But they are not always the most trained in money and finance.
Look for the best professionals out there, consult and evaluate
your options.
Don’t put all your eggs in one basket
The number one fallout for athletes is real estate purchases
and bad business investments in “opportunities” that friends
or relatives have introduced for them.
Read documents! (Or have someone read them for you)
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Just like lottery winners, there are a lot of sharks out there going after athlete’s money. It is not unusual
to see huge financial fallouts just from documents that went unread by the athlete or their trusted advisors.
Don’t go with the flow
We have seen it time and again: an athlete that makes it to the big leagues will get enticed by his colleagues, friends and family to “upgrade” his lifestyle, in many cases – if not most of the times – to a
level that he or she cannot really afford.
Just like in every family, there should be a budget, a plan, and a foundation first. Then, and only then,
you can decide whether that big-item purchase deserves your attention.
Let your advisor be the bad guy
Just like we said in part I, finding the right advisor is an athlete’s (and any wealthy individual’s) first
great challenge. Once you have them though, use them wisely: they should be the ones turning away
investment “opportunities” or having other money conversations with your loved ones.
Delegate, don’t abdicate
Money and finance is a very delicate and complicated issue for many. It can even be puzzling and
stressful. But if you want to be on the safe side, always be involved, ask questions, be proactive and
just be aware of the numbers involved in every purchase, service and decision you make.
Keep your investments simple
As smart as complex financial instruments or investment opportunities may sound, it is always best to
keep it simple. Try to invest only in what you understand.

Did you know that:

78%

of NFL players face bankruptcy or serious financial stress within 2 years of
leaving the game

60%

of NBA players face
bankruptcy or serious financial stress within 5 years of leaving the game

MLB

players file for
bankruptcy 4 times
more often than the national average
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TIP 1
K

Taxes: they are not an
afterthought!

evin Hart perfectly illustrates the issue many athletes face in a recent “Comedians in Cars Getting Coffee” episode. He tells Jerry Seinfeld the story of when he signed his first contract. In his
mind, he “had made it.” He bought a new home and cars for his mom, his dad and his brother.
In his mind that was it, he was rich, and all was good.
Until one day his manager called and delivered the news of the amount he owed the IRS. He had failed
to have the tax talk. Just like that, the money was all gone and he had to tell his dad “we’re going to
have to sell the house.”
This can all be avoided with just proper planning. Athletes and high earners face unique tax issues
that require professional help. Here are some tips that can help athletes stay in the green and out of
tax trouble.
Want to enjoy retirement? Be prepared
An athlete can be audited even after 3 years of the initial filing, meaning the IRS can pop in as they
are enjoying retirement. By planning properly you can avoid penalties and potential civil and criminal
charges. It’s a hassle you don’t want to deal with.
Play with the odds
Did you know athletes have a 90% chance of being audited by taxation authorities? To conserve your
peace of mind plan ahead and avoid uncomfortable situations with Uncle Sam. For the rest of us the
chances of being audited is much lower.
Have penalties in mind
The penalties can equal nearly 50 percent of the original tax burden plus monthly interest. Tax trouble can also damage your reputation and image; two things that are key to succeed in the endorsement-driven world we live in.
More money, more sophistication
The income tax rate for athletes can be as high as 50 percent and they pay taxes at home and in the
states where they perform. In the U.S. 20 of the 24 states with professional sports teams collect income tax on their home and visiting teams.
Even cities want to get a piece of the action as we saw last year with the proposed ‘jock tax’ – a tax on
any athlete who performs and earns an income while in the City of Cleveland. The measure was turned
down by the Ohio Supreme Court arguing that Cleveland should base the tax on the number of days
athletes work each year, rather than the number of games they play annually. Other cities have similar
measures that add layers of complexity to the equation.
Today, athletes face complex tax issues that require guidance from a professional – not from a friend
or relative with no experience.
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The Taxes Challenge: A Summary
Taxes are no easy feat for pro athletes, especially when they are starting out. And depending on where
they live, it can get a bit more complicated. These are just some of the factors they should consider.
To start, each state taxes an athlete at their income tax rate for every day that they play (work) in their
state. However, the same income is also taxed in the athlete’s state of residence.
To avoid double taxation athletes can take a tax credit on the state’s tax return (where they live) for the
taxes they pay to the other states where they played in during that year. A few exceptions like Texas
and Florida – where they don’t tax income – don’t offer a credit.
However, this might end up hurting the athlete because these states offer no credit or benefit, so they
just pay taxes in the state where services were performed.
For example, Carmelo Anthony is a New York City resident. He will disburse a combined New York
state and New York City tax rate of 12.69 percent on his earnings playing professional basketball for
the Knicks.
When the team travels to Boston to play the Celtics, he would be subject to a Massachusetts income
tax rate of 5.15 percent for every “duty day” he’s playing in the city of Boston. When filing his home residence taxes he would receive a tax credit for the amount he paid to Massachusetts to avoid “double
taxation” and reduce his New York tax liability.
To continue with the illustration, he is taxed for every “duty day” he played in the city of Boston at the
Massachusetts income tax rate of 5.15 percent. The majority of states and cities assess “The Jock
Tax” by calculating “duty days,” which is the number of work days spent in that particular state.
The most basic tax deductions for athletes might include agent fees, union dues, business meals and
expenses related to training.
It can be a challenge to navigate, especially when athletes are just starting out. That is why they
should always be aware of the quality of their advisors. A good advisor will make sure the athlete is
receiving all the breaks he needs to protect their reputation, as well as their future.
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TIP 2

You don’t need a Finance
MBA, but learn the basics

What do these players have in common?
We all view money differently; we all have different ideas about saving. To
illustrate, we take a look at J.R. Smith and Caris LeVert’s recent thoughts on
money.
J.R. Smith, 2016 NBA Champion, Opens Up on Big Life Changes and New
Opportunities August 2016:
“A lot has changed for me mentally and materially. I used to in the summertime spend so much money doing a lot of fun stuff. Now, I’m actually consciously trying to save, so we can live how we want to live after basketball.
I’ve even sold a few things. More than anything, being in that dad role is
more important now. I know I have to leave something for these girls. I don’t
want to leave them with bills or anything.”
Caris LeVert, Brooklyn Nets, the 20th overall pick in the NBA draft, responds to Ian Begley’s question: “Has there been a big surprise about life
in the NBA?”
“I got my first advance from the team the other day, living in New York is
pretty expensive, and they took out like 60 percent, so I wanted to cry after
that. That was probably the biggest surprise.”
Caris LeVert is a 21 year old rookie in the NBA. J.R. Smith, 30 years old, is
a 12 year NBA veteran.
The dichotomy of how J.R. Smith and Caris LeVert view money isn’t
much different than how other 21 and 30 year old individuals view
money. When I received my first check at my first job after college
in New York City, my first reaction was: “Yikes! I have to live on
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this (40% of what I get paid! I am in trouble)”. A lot changes between the ages of 21 and 30. However,
the main difference for athletes is that they may only have a few years of high earnings potential, and
if they are lucky they can stay in the game a few additional years.
Due to the high earnings at a young age, an athlete can spend excessively on non-essential items and
face extreme pressure to spend or buy things for friends and family members.
So how do you bridge the gap between a Caris LeVert rookie and a J.R. Smith veteran mindset?
First, the athlete should try to live below their means for at least a few years. If he/she makes an annual
salary of $1.6 million, they should live like they’re making $800,000. Put the rest away in savings (net
after taxes). Save for a few years until you have a cushion or safety net. Players should spend as little
as possible if they have the internal makeup and don’t have the financial obligations. The more they
can save the better.
Another option is to auto deposit a certain percentage of your paycheck into investments or savings
account. Payroll companies will let you deposit your check into more than one account. Automatically
depositing, say 20%, of your paycheck into a side account will be as though you never had the money.
Rob Gronkowski, nicknamed “Gronk”, is an American football tight end for the New England Patriots
claims he hasn’t spent any of his earnings from football for the last five years. That takes great discipline, but look at the position he is in thanks to his patience.
Take classes about business and investments – learn as much as you can, limit consumption and
learn to invest.
Educational Resources
I’ve talked about the importance
of education for young athletes
before and today I’m going to
highlight some interesting programs and resources that are
available for them. For young
athletes, early money management tips will make all the
difference, as it sets a solid foundation for future success.
Education is key to avoid mistakes
Antoine Walker teaming up with Morgan Stanley’s Global Sports and
Entertainment division is a great initiative. Most of us have read about
Walker going bankrupt just two years after retirement – he’d earned $108
million during his career.
The goal of the program is to educate young
NBA stars and athletes in other sports
about proper money management and
how to avoid costly mistakes that could
lead to bankruptcy.
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Along the same lines, Arizona State University recently launched a program that teaches young athletes who are looking to go pro about personal finance, business and law. It teaches them the business
side of sports, something that’s missing so many times in an athletes professional development.
The National Football League Financial Education Program (FEP) provides players with valuable
knowledge to manage their personal finances and improve financial decision-making. It’s an important
resource for young NFL players.
Even before signing their first contract, athletes need to plan ahead and put some money away should
the worst happen.
Respecting Money
To me, it’s about teaching young kids to respect money at an early age through different methods.
While we need a lot more programs like the ones highlighted here, there are also plenty of books that
provide valuable lessons.
Take for example “New Money: Staying Rich”, by NFL cornerback Phillip Buchanon. He talks about
how he felt uncomfortable handling money, as he lacked the proper education and guidance. By trying to please his entire family he got in financial trouble, it’s not an uncommon situation. The book is
an honest tale we’ve seen one too many times, and it can help young athletes learn about what mistakes to avoid.
As we’ve seen in the past, the
arise soon after retirement.
te’s career can help them
peace of mind – that’s why

fun won’t last forever and problems may
However, guidance early on in an athleachieve top performance and financial
these programs are so important!
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TIP 3

Investments: Own something,
Do something
A pro-athlete should start thinking about his financial future
as soon as the first contract is signed. While it’s a time for
celebration, it’s also a time to set a solid foundation for retirement and future investments.
Yes, an athlete should look for investment opportunities, but
everything has a place and a time. The first step is to have
that stable financial foundation, something many young
athletes skip over time after time.
So, what is a good foundation to have before you start investing?
I think an athlete should save a considerable amount of money – approximately at least 7 months to a year and a half
of living expenses – before considering any investments in
real state or private equity. This is a time to save and learn
about investing, it will help them make informed decisions
when the time comes.

Working with their advisors, athletes should look at a diverse set of investments, never putting all eggs in one basket and keeping it simple. They shouldn’t invest in anything
they don’t understand. If the advisor isn’t able to explain the investment in simple terms then it’s probably not worth it.
How much should an athlete invest? Start with 10% then 20% and work it up to 30%.
Not everything that shines is gold
Just as important as investments, is thinking long term. A pro athlete can look to negotiate a contract
with a structure that differs payments over a long period of time, a difficult thing for some young athletes to grasp, as we’re living in a society of flash and social media flexing.
Spencer Haywood, an NBA Hall of Fame inductee, recently talked about Nike offering him $100,000 to
promote their shoes or 10 percent of the company in the early 70’s. His advisor convinced him to take
the money, in part so he could get his cut. Today, we all know Nike is worth more than $86 billion, but
for lack of vision and a good advisor Haywood missed out on a fortune.
For contrast and illustration purposes, look at the famous and known deal of former A.B.A owners
Ozzy and Daniel Silna who made millions from the N.B.A. with television rights. Their team, the Spirit
of St. Louis didn’t join the NBA and apart from a $2.2 million payout, they would receive money from
television rights. They made hundreds of millions with this deal. The Kentucky Colonels went for a flat
sum of $3 million instead, kind of like Haywood and his advisor.
Two extreme cases, that help illustrate the importance of playing the long game.
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TIP 4

NBA Free Agents:
Don’t just chase the money

Free agents mean that many young athletes will become rich over night and most are not prepared or
lack basic fundamentals. I’ve compiled many tips through the years, and today I picked a few of the
most important ones to pass on to young free agents and athletes in general.
Money basics will take you a long way
Once the contract is signed, it’s time to plan ahead and put some money away should the worst happen. Young people live in the now. Successful young people are no exception. Having a healthy
awareness of the risks and possible downfalls is very important. Athletes know that they have a young
career cycle, however, their planning many times does not coincide with this awareness. Just the basics of putting money away, analyzing contracts and living within their means goes a long way.
Trust your advisor
Athletes face complicated tax issues that require guidance from a professional not your favorite uncle
or friend. The income tax rate for athletes can be as high as 50 percent. In addition, they pay taxes
at home and in the states where they perform. In the U.S. 20 of the 24 states with professional sports
teams collect income tax on their home and visiting teams. Athletes actually have a 90% chance of
being audited by taxation authorities. To conserve your peace of mind plan ahead and avoid uncomfortable situations with Uncle Sam.
Don’t go with the flow
We have seen it time and again: an athlete that makes it to the big leagues will get enticed by his colleagues, friends and family to “upgrade” his lifestyle, in many cases – if not most of the times – to a
level that he or she cannot really afford.
Just like in every family, there should be a budget, a plan, and a foundation first. Then, and only then,
you can decide whether that big-item purchase deserves your attention.
As Gary Payton recently said, these young men are in a fortunate situation, being able to control their
own destiny. But to succeed, he says, don’t chase the money; chase the opportunity that will benefit
you most in the long run and the money will come.
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TIP 5

Learn from
the success stories

When looking around at athletes who’ve become successful businessmen there are always a few
common factors. One that seems to appear often is the ability to build a business team and trust the
experts in the specific industry. We’ve seen it plenty of times, a young athlete trusts a friend with no
experience and the investments don’t go well. With no background or money handling basics it’s very
difficult to succeed.
Due diligence is so important, especially when you are an athlete looking to make an investment.
Rick Fox, former NBA player, perfectly illustrated a well thought out plan in a recent article from the
International Business Times. He discusses his decision to go into eSports
with his new company Echo Fox.
“For me, personally, making a commitment in ownership was three years’
worth of due diligence that led to an opportunity that I didn’t want to pass
up on,” said Fox. “I built up enough of a team and support around me to
enter the space and to grow through a business plan that gives
us the greatest chance to succeed and for longevity.”
He mentions the importance of building the appropriate
team and support network to go into a new business. He
purchased the company in December 2015 as a personal investment and partnered with some savvy investors. He never
rushed into things and the planning seems like it’s paying off.
He just purchased a League of Legends team for a reported
price tag of $1 million last year, and the Echo Fox organization continues to grow, adding teams in other popular video
games. A few more of my favorites:
From touchdowns to cabernet sauvignon
Rick Mirer, a former NFL quarterback began his career with the
Seattle Seahawks in 1993 and played for the Chicago Bears and
Oakland Raiders, among others. After retiring he launched the Mirror Wine Company with winemaker Rob Lawson in 2008. He needed
a partner that knew the business and it hasn’t stop growing.
Based in Napa Valley, California, it has released eight vintages of
its of cabernet sauvignon and three vintages of its own according
to their website. He also has a charitable foundation that helps children’s organizations tied to education and health.
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From the hardwood to buffing cars
Charles Oakley, the hard-hitting New York Knicks forward who
retired in 2004, went into the car wash business while still playing, in 1995. To start the business he recruited some
investors and supervised everything from start to finish. Surrounding himself with a good team and working just as hard
as he did on the court, he’s able to run a successful business today with locations all over New York
State.
I’ve talked about the importance of planning and learning before. Plan, plan, plan! Having a healthy
awareness of the risks and possible downfalls is very important. Just the basics of putting money
away, analyzing contracts and living within their means goes a long way. All this will help prepare for
possible future investments or business ventures, but first come the basics and that’s one thing we
sometimes forget.
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TIP 6

Adjust your mindset
to manage finances

How can we help athletes better manage money? Athletes with the right mindset not only excel on
their profession, but also can learn how to excel in money, finances and taxes. Some people call it a
‘life -hack’ – the use of a ‘growth mindset’ to better manage finances and life for that matter. I recently
came across a post on how to reduce stress; it included seven tips on how to live a better life. A few
of the tips can be easily applied to the matter at hand: money management.
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Tip number five is to develop a growth mindset, which is a theory based on the book Mindset by Carol
Dweck, a social psychology professor at Stanford University, who explains the different type of mindsets.
From the book:
“A fixed mindset comes from the belief that your qualities are carved in stone – who you are is who
you are, period. Characteristics such as intelligence, personality, and creativity are fixed traits, rather
than something that can be developed.
A growth mindset comes from the belief that your basic qualities are things you can cultivate through
effort. Yes, people differ greatly – in aptitude, talents, interests, or temperaments – but everyone can
change and grow through application and experience.”
There are many examples of successful athletes with a growth mindset. An individual with this mindset
must be able to embrace challenges. See for example Dwayne Wade taking business classes at Harvard Business School. His thirst for knowledge will help him handle the business side of life – so important in today’s endorsement-driven world. By being open to learning, he’s willing to grow. Some young
athletes today don’t want to take the time to learn, which is why many end up in ruins after retirement.
Just Ask
Former NBA player Adnon Foyle – author of a guidebook about athletes and finances – talks about the
importance of asking the right questions.
“I think that players continue to make bad decisions in part because they’re afraid to ask questions
and in part because people just try to take advantage of them,” he told NPR a while back.
Many young athletes are afraid of asking questions, as they don’t have the confidence or sufficient
knowledge on financial issues. That’s why it’s great to see programs like the Financial Literacy Program created by Justin Tuck and his wife. These athletes are embracing the challenges and educating
others on how to handle them.
Growth mindset pushes athletes out of comfort zone
Persistence in the face of setbacks is another requirement. I didn’t have to go far for this example: I
thought about Hassan Whiteside’ story. From playing pick-up games at the YMCA in Charlotte, N.C.,
to triple-double’s for the Miami Heat. Before that, Whiteside had moved around the league after being
drafted by the Sacramento Kings in 2010 and played overseas before earning a spot in Miami. He
kept working on his game and got his chance. He is now set to sign a big free agency contract anywhere from $18 to $22 million.
Some other traits of the growth mindset are ‘effort as a path to mastery’ – does Michael Jordan or Lebron James ring a bell? Or finding lessons and inspiration from the success of others, which in sports
means not only observing competing teams, but also your teammates for lessons.
It made me think of Jamal Mashburn – now a successful businessman – and the way coach Rick Pitino
describes him on his book The One Day Contract: “Jamal knew how to save and develop a lifestyle
that was healthy and humble for his family”. Today, they are successful business partners as well.
A growth mindset will push athletes outside their comfort zones, helping them develop the confidence
to ask the right questions and make better decisions when it comes to finances.
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TIP 7

Think long term

For most pro-athletes a good career lasts between five or seven years – a lot shorter than say, the
career of a doctor or a lawyer. Of course there are a few elite athletes that go on to have long successful careers, but it’s not the norm.
That’s why the first contract is so important in an athlete’s career – it can be their first and last, so a
professional should carefully evaluate it.
Once the contract is signed, it’s time to plan ahead and put some money away should the worst
happen. Early money management tips will make all the difference and it’s never too early to start,
see this new course at Arizona State University that teaches future athletes how to hold on to their
millions.
As we’ve seen in the past, the fun won’t last forever and problems may arise soon after retirement.
However, guidance early on in an athlete’s career can help them achieve top performance and financial peace of mind. They should surround themselves with smart advisors that truly have their best
interest in mind, not just their pockets.

