Shop carefully for a financial planner

1t you are beglnning to bellave
your parsonal financlal atfalrs are out
of control, and what you need Is hon-
est, expert advice in getting It ali to-
gether, you are In good company.

Much of this couniry’s alffluent
middle class is In exactly the same
posltion: in over its head and looking
for help — on taxes, investments, In-
surance, real estate, fringa benefits,
rotirament plans, wills and trusts,

One way to obtain help is to en-
gage a personal flnanciel planner.
Some ars Individual practitioners,
somo are attached to banks, broker-
age houses, Insurance fos or
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finances and you

He or she should also have been ad-

milted, or in the process of being ad-
mitted, to the Reglstry of Financlal
Planning.

Thore are no set criterla for deter-
m.lning the compet of a financlal

accounting firms, and some serve
only top executives or the very rich.
Others offer more modest services.

No one can — or should — tell
you which financial planner Is right
for you becausa that depends on
several factors, Including your
neods, abliity to pay, net worth, ex-
pertise and so on. Before you put
yoursolf in the hands of one, you
should be able to Identify some qual-
Ittes that can help In selecting acom-
petont financlai planner.

In my oplnion, the financlal planner
should have at least a bachelor’s de-
gree and preferably a 's of

[ . Tho fact that a persan has
all the planning credentlals does not
guarantee that he Is a competent fi-
nanclal planner.

One way to judge a planner is by
the quality of the financlal plan he or
she draws up for you. A flnanclal
plan means dilferent things to ditfer-
ent people. To some, It is nothing
more than a statement of net worth
and a list of insurance and Invest.
mants held by the client. To others, it
contalns an overwhelming amount of
data and other Information. What Is
Important [s not merely the volume
but the amount of useful information

business administration degree with
concentration in financa. The
plannar should be a Cerlifled Finan-
¢lal Planner (CFP) and an aclive
member of the International Assocl-
atlon for Financial Planning (IAFP).

pr ted In a comprehensible form,

More specifically, a comprehen-
sive flnancial plan should cover at
|east the following seven aress, con-
tained In the seven lotters of the
word “retired:"

Taxing situation
made less painful

By Doug Funke
staff weltor

Before mailing that Income tax re-
turn, take a few minutes to make
sure you've wrung every deduction
and credit to which you're entitled.

After a)l, a dollar Is a dollar and
petter In your pocket than Uncle
Sam's or the state laglslature’s.

Robert * Czaplewskl, a certilied
public accountant wilh Swad and
Co. ol Livonia, offers several tips
that may help you come out further
ahead or at [east avold the long arm
of tha Internal Revenue Service.

Flrst, a point of order. A tax credit
is a dollar-for-doltar reduclion of tax
due. A tax deductlon Is an offset to
Income, which gaenerally results in a
lowor tax lHability.

Now, for soma of the finer polnts,

® A new dlasel-powered cat, light
truck or van bought in 1985 Is eligi-
ble for a tax credlt of up to $198
{based on type of vehicle}. Consult
Form 4136. .

® A state or local refund recelved
In 1984 must be Included &s income
on Line 10 of Form 1040 this year f
the taxpayaer itemized In tax year
1984, But the refund may be sub-
tracted from income on Line 488 of
this year's Michigan state return.

® A lump-sum distribution from a
company-sponsorad penslon plan
may be subject to special tax treat-
ment called 10-yoar forward averag-
Ing. Use Form 4972,

“A lillle-known fact Is the state
doesn't tax a company penslon dis-
trlbutlon i 1t Is forward-averaged,”
Czaplowski sald. '

Tax may be deforred on the [ump-
sum penslon distrlbution by placing
it into an individual retirement ace

" count.

® The Internal Ravenua Service
allows a deduction of 21 cents per
mile- — up from 20% cents — for
business use of an automoblle, Mile-
age Isn't allowed between home and
the workplace. Detalled rocords
must be kept. Consuit Form 2108,

e A federal tax credlt ranging
from 20 to 30 percent of child care
expenses is avallable through Form
2441, Maximum credit 1s $720 for
one child, $1,440 for two or more.

@ A federal tax credit may be tak-
an for contributions to & political
party or campalgn. The credit, one-

half of the amount glven, s limited to . -

$50 on single returns, $100 on joint.”

o {ndlviduals who sold thelr hous-
es last year must report the sale on
Form 2119 even though they mey

Please turn lo Page 14

A — Risk management planning

€ — Educational planning

T — Tax planning

| — Investment planning

R — Rotirement planning

£ — Estate planning

D — Deslred financlal indopendence
planning

Regardiess of the complexity of
your financial situation, the financtat
planner must offer to provide the cli-
ent with a written flnanclal plan. 1t
must provide answers to questions
that are uniquae to a cllent's siluation.

All 8! plan should Include the
following:

® A simple description In words
of the exlsting financlal conditions as
well as financlal assets and products
held by the cllent. This section wilil

glve the cllent an overview of his.

present financlai aituatlon,
® A list of key recommendatlons
llowed by explanatl of why
these recommendations were made,
Recommendations should flrst be
made In generic terms with no refer-

ence to specliic products {invest-
ments, Insurance, etc). The planner
should then translate these generic
recommandations Into specHic prod-
uct suggestions,

All the basic observations and key
recommendations must be fully sup-
ported by technical data. This data
should be presentsd in either tabular
or chart form so the cllent knows
what to do, how to do It, and how his
situatlon would improvae aiter all rec-
ommendalions have been imple-
mented, and should be easlly acces-
sible.

Since many people by nature are
procrastinators, tha fin lal pl
should devalop an implementation
time chart that spaclfles the approxi-
mate time frame for tho completion
of the Implementatlon process.

If the planner handles products, he
should be licensed to handle several
Kinds of Investment and Insurance

. products and should be able to rep-

resent all of them without prejudice.

Regarding compensation, there
aro basleally three kinds of planners,
namely, planners who:

@ for a feo soll advice and Infor-
mation only;

® give or sell — for token
amounts — advice In conjunction
with sales of flnancial products, such
as mulual funds, securltios, real es-
tate, Insurance, Investment contracts
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