
THE ATHLETE’S PLAYBOOK 
Financial Planning Opportunities and Strategies

This list is almost endless.  However, 
these challenges are opportunities.   
Through diligent planning and 
utilization of strategies that are in some 
ways exclusive to this group, we can 
address these important issues.   By 
focusing on 4 key areas - Cash Flow 
Management, Taxation of Earnings, 
Retirement Planning and Family 
Protection, and Business and Estate 
Planning - we can help place you in a 
position to enjoy a fulfilling post 
professional career, maintain your 
lifestyle and build a legacy. 

We’ve spoken with athletes, accountants 
and other financial advisors who didn’t 
realize how much money they were losing 
by failing to take advantage of specialized 
financial planning and tax strategies.

Sports professionals are 
faced with many unique 
financial challenges - “How 
do I maximize career 
earnings in a potentially 
small window of time? If 
there is a strike or labor 
lockout, will I run out of 
money? What happens if 
I’m injured and can't play?”



 

CASH FLOW PLANNING  

The main objective of cash flow planning is to ensure the payment of required monthly expenses, to build 
a strong cash reserve, to effectively use excess funds for investment savings and to achieve long term 
goals.  
  
To establish a cash flow budget, begin by creating a current year cash flow statement, which includes all 
known sources of income, expenses, savings and projected taxes.  Once the core living expenses have 
been determined, the remaining funds can be divided into four buckets:  

1. Variable household expenses, such as groceries, transportation, personal care, clothes, etc.  These 
expenses are similar to fixed expenses but can vary somewhat on a monthly basis   

2. Discretionary spending - establish a budget for vacations, gifts, jewelry, charity   

3. Emergency fund (18-24 months of fixed and variable expenses)  

4. Additional savings – go on offense to fund additional retirement, college funds, business 
ventures, etc. 

Gross Income 

less 

Employer/Business Deductions,  
Taxes and Savings 

———————————————————- 

Net Income

Fixed + Variable 
Household Expenses

Discretionary 
Spending

Emergency 
Fund 

Additional 
Savings



TAXATION OF EARNINGS  
  
From an economic and tax planning standpoint, athletes are 
quite a unique group.  One reason is because they have high 
incomes across varying periods of their lives. Secondly, their 
income comes from a variety of sources.  Thirdly, their 
income can fluctuate dramatically from year to year and 
especially upon entering retirement.  Finally, athletes are 
usually in the highest marginal tax brackets.  
  
Naturally, everyone desires to pay the least amount of tax 
that they can.  By examining your current situation and 
consulting with qualified tax and financial advisors, 
strategies can be developed that legally reduce personal 
income taxes. 

The “Jock” Tax  
  
State income taxation is the biggest tax issue facing athletes 
working in the United States.  Often referred to as the “jock” 
tax, it’s essentially a catchphrase for the state taxation of 
nonresidents.  At a basic level, the nonresident tax requires 
an athlete to file and pay taxes in any state, city or foreign 
jurisdiction in which they work, even if that place is not their 
legal domicile.  
  
There are two primary methods to allocate income within a 
jurisdiction – the games played method and the duty day 
method.  The Duty Days Calculation can minimize your total 
tax obligations resulting from the jock tax. By taking 
advantage of the Duty Days Calculation, you can potentially 
minimize the 
amount of 
income 
you’ve 
generated in 
high-tax 
states like 
California, 
and instead, 
allocate that 
income to 
lower-tax 
states like 
Texas, 
Washington, and Florida.  
  
When utilized correctly, you can potentially save tens of 
thousands of dollars per year, especially if you compete in a 
high-income state. And every dollar saved in taxes is a dollar 
you can reallocate to investing in your future net worth and 
accomplishing the goals that matter to you.  

Types of Income and Taxation 

Athletes’ income generally comes from three sources: Salary, 
bonuses, and endorsements.  
  
★ Salary income is typically apportioned across states 

based upon the Duty Day method and is subject to 
Federal and State withholdings as well as social 
security and medicare.  

★ Bonuses are normally used as a form of enticement.  
However, unlike salary income, there are several 
types of bonuses that can be subject to different 
types of taxation:   

✤ Initial bonus (Signing Bonus) – Not subject to 
state apportionment   

✤ Status bonus (Contract Length Bonus) – Subject 
to state apportionment, federal tax, social security 
and medicare   

✤ Incentive Bonus (Performance Bonus) - Subject to 
state apportionment, federal tax, social security 
and medicare   

★ Endorsement income is like bonus income and is 
often used to entice an athlete to a particular 
contractual agreement.  The taxation of this income 
is similar to the Initial (Signing) bonus if the 
endorsement is paid as a nonrefundable amount 

with no contractual agreements to perform 
services.  However, if services are performed 
based on contingencies listed in the contract, 
state apportionment rules and withholding taxes 
apply. 

Planning Opportunities and Strategies 

With respect to the “jock tax” and sources of 
income, careful selection of an athlete’s legal 
domicile can have a huge impact on the tax 
liability to a particular state. 

A planning opportunity also exists if the 
signing bonus and/or endorsement 
income is NOT classified as compensation 
for services rendered to an employer.



As employees, athletes are afforded 
many of the same benefits available to 
most workers of private employers.  
These basic benefits include: 

✦ Health, dental and vision insurance 

✦ Disability insurance - generally 
50-70% of income capped at specific 
dollar amounts 

✦ Life insurance - most employers offer 
the standard $50,000 income-tax 
free employer term life coverage plus 
accidental death and 
dismemberment 

✦ Retirement benefits - athletes may 
participate in 401(k) defined 
contribution plans, annuity plans, 
and generally have pension benefits 
sponsored by the leagues in which 
they play 

✦ Severance plans and tuition 
assistance 

It’s important to understand the 
benefits available as these form the 
foundation of your financial plan.  
Keep in mind that these are basic 
benefits and not nearly adequate 
enough to protect the families of 
professional athletes since the athlete 
is generally the sole financial provider.

RETIREMENT PLANNING AND 
FAMILY PROTECTION

Planning Opportunities and Strategies 
  
Invest in Life and Disability Insurance  
  

Because you rely on your physical abilities to generate 
income, the financial consequences of getting injured 
are much higher for you than most professionals.  

Your athletic ability might be the biggest investment 
you own. Without adequate insurance, you're putting 
this investment — and your financial future— at risk.  

  
The most inclusive form of disability insurance for 
professional athletes is permanent total disability 

insurance. Though rates will be higher for you than 
for the general public, this can help lock in future 
earnings, regardless of a career-ending injury.  Lesser 

forms of disability insurance include temporary total 
disability, accidental injury insurance, and many 
others.   
  
Utilize additional savings  
  

As we identified from the cash flow statement, 
additional savings should be utilized to achieve 
financial independence.  A few available strategies 

include:  

• “Back Door” Roth IRA contributions   

•  Life Insurance Retirement Planning using 
permanent insurance   

• Tax Advantaged retirement planning 
(discussed in the next section) 



BUSINESS AND ESTATE PLANNING 

Many athletes carry briefcases and seek to establish profitable business ventures to supplement and/or 
eventually replace their on the field earnings. 

When establishing your business entity, the traditional forms include LLCs, C Corps and S Corps.  There 
is, however, one form of business that is uncommon to most taxpayers but not unfamiliar to athletes: 
Personal Service Corporations (PSC).

These unique business entities 
provide a wealth of taxation and 
retirement benefits for professional 
athletes and seamlessly integrate 
with many of the strategies 
previously discussed.  In fact, this 
type of business is especially 
beneficial to athletes who are 
considered independent contractors. 

There are pros and cons to 
establishing and utilizing PSCs.

Advantages 
• Limited personal liability 
• Contractor status 
• Can deduct more expenses 
• Additional deductions - 

medical or employee 
reimbursement plan and 
can offer health insurance 

• Delayed tax withholdings 
• Retirement savings - ability 

to establish a qualified 
retirement plan

Disadvantages 
• Maintenance costs - Articles of 

Incorporation, By Laws, 
Contracts, Tax Return, Payroll 
Taxes 

• Taxes, licensing fees, 
miscellaneous 

• Loss of foreign tax credit 
• Loss of Section 199A (QBI - 

Qualified Business Deduction) 
• Loss of unemployment benefits 
• IRS scrutiny and potential 

reallocation of income

Planning Opportunities and Strategies 

Generally, if an athlete or entertainer who is part of a union or association 
earns outside income from a non-affiliated business (endorsement company), 
then they can use that income to fund a retirement plan that either they or 
their PSC established without any limitations besides what the Internal 
Revenue Code (IRC) already has in place.  In addition, the athlete or their PSC 
can also fund non-qualified plans. 

It is certainly advisable to consult with legal advisors and tax professionals to 
ensure that your PSC is operating within the rules and regulations of the IRC.



Estate Planning 

Many athletes are well known for their contributions to various social and environmental causes.  This is due 
to a number of reasons, but a key reason is because they want to give back to many of the communities that 
helped them become who they are.  Additionally, athletes are influential people who often wish to build a 
secondary legacy outside of sports.  Impact investing, ESG, SRI, philanthropy and charitable giving are all 
ways to accomplish this goal. 

Impact Investing 

ESG 

SRI 

Philanthropy 

Donor Advised Funds 

Private Foundations 

Charitable Giving 

Charitable Lead 
Trusts 

Charitable Remainder 
Trusts 

Business Exit Planning 

For those athletes with successful business ventures, additional planning is required 
to “transfer” this wealth in the most tax efficient manner possible.  Proper financial 
planning will help reduce or avoid costly gift and estate transfer taxes.  The most 
common techniques include: 

• Transfer to insiders - a sale to existing co-owners or key employees (41%) 

• Third-party transfer - usually either a strategic buyer (a competitor) or financial 
buyer (private equity, hedge fund, venture capital) (29%) 

• Transfer to children (Family Limited Partnership) - usually not utilized if a quick 
turnaround is necessary; generally accomplished over a five- to ten-year time frame 
(24%) 

• Sale to Employee Stock Ownership Plan (ESOP) - usually used by closely held 
businesses with no active market for company shares (1.2%)



Fryar Financial LLC is a registered investment advisor with North Carolina.  We are not limited to this state, as we will register 
with other states when our client count in any particular state meets registration requirements.  We will offer individualized 
responses to persons in a particular state only after complying with that states regulatory requirements, or pursuant to an 
applicable state de minimis exemption or exclusion.  This document is for educational purposes only and the information 
contained herein should not be construed as an offer to provide investment advice.  The information should not be construed as 
advice to meet the particular needs of any investor.  With each financial planning engagement, our ADV Part 2 which includes the 
Privacy Policy, must be delivered to the client.  These will be emailed to you prior to our Introductory Meeting. 

Consult your legal and/or tax counsel for advice and information concerning your particular circumstances.  Neither Fryar 
Financial LLC nor any of its representatives may give tax or legal advice. 

Professional money management cannot guarantee that investment strategies will be successful. 

Advisory services may only be offered by investment adviser representatives in connection with an appropriate firm advisory 
services agreement and disclosure brochure as provided.
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