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“A penny saved is a penny carned" as the old saylng gocs. Some
people take this idea to heart with highly satisfylng results. This
mantl's financlal proflle focuses on Barbara and John Evans, a
Farmington couple who are nearing retirement and who will be
reaping the benetits of all the pennies saved during thelr working
years.

John writes:

“1 believe my clreumstances are somewhat different than your
typleal respondent. For better or worse, I have already nccumulat-
d my kitty — I expect to retire on April 1, 1888, When I was in the
midst of my saving period, which began a Ilttle over 20 years ago,
finanelal planners were, at last to me, unbeard of, Had I had the
advantage of such services my current net worth might possibly be
conslderably greater.”

Perhaps. But by following the well-knawn advlce to “pay your-
self first” and prioritlzing thefr remalning Income over the years,
the Evanses have done very well.

John, 62, works in an auto company personnel department and
has a salary of $53,000; Barb, S8, Is a part-time sales clerk with an

house that is paid off. They have no outstandlng debts. Their phi-
losophy on consumer purehases has always been lo make purchas-
es only when the money Is avallable in the bark. Credit card
balances are padd In full each month.

Given this conservative, but successful, outlook, it is perhaps
surprising that almost half of thelr accumulated assets are in the
stock market. By taking some risk In the investment area over the
last several years, they have seen substantinl growth in their as-
sets, even alter the recent market drop, Our adviscrs suggest that
they may want (o modify this strategy by becoming somewhat
more conservatlve as they move Into retirement.

JOHN HAS a gencrous penston plan at GM, his employer of 38
years, His desired retirement Income is $5,000 a month, of which
the GM pension wliit provide $3,000. Social Security should add
another $1,000 per month In income, leaving them with only $1,000
needed from investments. An inflation-adjusted calculation Indi-
cates that they should be able to wlu:d,rnw more than $2,500 per

month from without thep over thelr
lifetimes. ‘They are sitting pretty.
They state:

“Qur immediate concerns are: (1) How to invest the money and
securitles.in the company savings plan (§255,000) which T will
receive upon retirement in April 1988, and (2) what changes should
be made In my present partfolio to maximlze carnings to supple-
ment the pension I will recelve from GM.”

Our advisers address the flrst issue regarding the lump-sum dis.
tribution from his company savings plan. Certlfled financlal
planner Dan Boyce of the Center for Flnanclal Planning in Bir-
mingham explains that there are three vlable options:

» He can roll over the entlre taxable portlon of the distribution

income of $7,500. They live comlortably, though not lavishly, in a
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Time to modify investment

Financial Position

INVESTED ASSETS
Savings

Money Market $25,800
Life Insurance cash value $6,500
Fixed Interest Assets
IRAs - Bonds Funds $32,800
GM 401(k) Plan-fixed $165,600
Real Estate mortgages $8,000
Growth Assets
Individual stocks $57,000
Mutual Funds $45,500
GM stock in 401(k) $91,000
Real estate partnership  $51,500
Total $483,700
NON-INVESTMENT ASSETS
: Residence $138,000
Automobiles $7,000
Other personal assets $20,000
Total $165,000
Total Assets $648,700
Total Liabllities S0

The Bottom Line

In an analysts of the rollover vs. the 10-year averaging, Boyce
concludes that the IRA rollover Is the better option. “The faster
growth of assets due to the tax deferral in an IRA more than
offscts the higher tax due upon withdrawal. The only exception
would be If he needed a large portion of the distribution for an
immedlate major purchase. Next Apri), he should weigh the ad-
vantages of the IRA rollover with those of leaving ftat GM.”

Certifled financial planner Steven J, Winkler of the Capltal Con-
sulting Group in Southficld covers the advantages of leaving the
money at GM for now. “Retired employees have the opportunity to

Pharmacists join alcohol,
drug awareness campaign

It's evening. You've had a drink
and now you wonder I (he combina-
tion of the drink and the new medi-
cation might be why you feel
knocked out.

You don't want to bother your doc-
tor, and you don't see thls as a rea-
son for a trip to the cmergency

room,

The solutlon is as close as the cor-
ner drugstore, Pharmacists routine-
1y respond to such drug-related ques-
tions, according to Hadar Granader,
a member of the board of directors
of Sav-Mor Drugstores.

Granader helped Inltiate a joint
project through which the 51-store
Sav-Mor chaln and Henry Ford Hos-
pital's Maplegrove Chemical De-
pendency Treatment Centers will
bring drug and aleohel Infarmatlon
to dozens of communitles In

southeastern Michigan, with the conter's

Reneo Gerger of Southfisld, Maplegrove Intervention Speclal-
ist, discusues the pharmacist's role in combatting drug abuse

into an IRA.

@ He can withdraw the money and pay a favorable 10-year | Financial Strenglhs
speclal averaging tax. e N A i |

@ He can lcave the money with the company and i | Cor savings and ir | accumulation )
any time prior to age 65. ® Excellant benefits package at wark, including retirement pension

® No debt
o Adoquate healih, life, auto, and homeowners insurance
® Up-to-date wills

Financial Weaknesses
«Unbatancad portfolio - 100 much stock generally and too much
in GM in particular
#Risk oxp in s is ily high
#Revocablo living trust noeded In estato planning
o No umbrolla liability policy
o Nood to p a long-t

care |

policy

strategies

leave assets in thelr savings plan untll age 65 while retaining the
monthly right to transfer between investment options or making a
complete withdrawal. Since the guaranteed Income option is a con-
servatlve and appropriate product for a retiree, you can have your
cake and eat it too. You're locked Into a currently competitive
interest rate with the right te remove your monies without penalty
when your average rate falls below other alternatives.”

THE EYANSES' other major questlon deals with changing their
strategy and r ing thelr portfolio. Both finan-
cial planners stress the need to move toward a more conservative
positlon. Winkler advises, “Diversify and stay conservative! Your
standard of living is well withln your means under virtuaily any
assumptlon for future inflation. Given your projected expenses and
your current savings, there is only one way that you will not
achleve your fiancial objectives and that is by belng overly aggres-
slve,

“Preservation of capital becomes far more important than
growth of capital. Limit stock exposure to 25 percent of net warth
with no more than 5 percent in the stock of any one company.
Concentrate on stocks which will react favorably to inflation. In
the area of fixed jncome securities, I would prefer short-term vehi-
cles to long-term bonds.

“I have yet 1o see a client get into trouble being too conserva-
tive. I deflne a conservative portfollo as one which will not
measurably change your llfestyle under any economle scenario.”

ce concurs, “'When does ‘more’ me ‘enough?’ " he asks.
“Far too much of his partfollo Is in company stock, and he doesn't
need to take on additional risk. He should transler assets In his
401{k) plan from stock Into the guaranteed income optien.” Boyce
also stresses the need to maintaln lquidity. “I think the time is
aver for major to limited par and other
non-accessible Investments.”

OTHER ISSUES should also be addressed by the Evanses.
Though thelr basle health and property insurance packages are
sound, they are lacking coverage in two major areas. First, in the
personal liabillty area, thelr homeowners coverage stops at
$300,000. “They should purchase an umbrella labllity rider to the
policy which would provide another $1 milllon in coverage.” sug-
gests Boyce,

In the health area, they should consider buying a long-term care
pollcy In case elther one needs to go into an assisted living or
custodlal care arrangement. “There are now excellent pollicles
available,” explains Boyce, “which cover the cost of extended care
facillties, Generally, the cost of long-term care is not covered by

policles or Med ese costs can be devastat-
ing to even a well-designed financial plan. I recommend purchas-
Ing the policles prior to age 65 since premiums rise rapidly after
that age. Expect to pay $400-$500 per year for such a polley.” s

Thelr estate plan can also use some attention. Although they
have slmple wills, a more thorough estate plan would include a
trust arrangement. Attorney Alan Ferrara, a partner In the South-
field flrm of Couzens, Lansky & Rocder, explalns: “Thelr combined
estate, $100,000 In proceeds, is app
$750,000, No estate taxes would be due on the first death since
property passing to a surviving spouse Is not subject to eslate
taxes, However, on the second death, over $55,000 in estate taxes
would be levled,

“This tax can be completely avoided under present law through
proper estate planning. In brief, revocable living trusts are estab-
lished In a manner which allow the couple to shicld up to $1.2
mitlion from estate taxes,” But he warns that they must act before
one of them dles. “After that occurrence, only half of that figure,
or $600,000, can be shielded from estate taxes.”

e Evanses can Jook forward to a comfortable, secure retire-
ment because they live witbin thelr means and started a savings
plan years ago, Our advisers urge them to avold unnccessary risks
white enjoying the frults of their labors. “Enjoy them to the full-
est,” they urge, "you have richly earned them.”

The project began Nav, § when the
drugstares launched a flve-week ra-
dlo publie service campaign airing
on several loca) statons:

Hadar Granader (far right).

Greg Kuchole, vice president of
the Toledo-based advertlsing agency
that put together the campalgn, sald
he hopes it wiil reach familles who
may be concerned about a famlly
members misuse of prescription
drugs or aleohol in conjunction with
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» Th Groth of
Livonia, and Sav-More pharmacists Skip Slegel (far laft) and TocrTIE
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resitview S

drugs.

he can suggest places to go to for
help.”

“PEOPLE MAY {cel more com- The 60 sccond spats will continue
fortable Lalking to their pharmacist  to afr through mid December.
{:\hcri’thaéx the police it d’)'ng t:ﬂln: “Pharmaciats know how the drugs
cre s a drug c y oedw:
“The drugglst won't offer cures, but Ploasae turn to Page 2 kal arc LMl M. of Bvarn ke

FORGET THE COMPETITION

SHOP MICHIGAN’S NEWEST DEALERSHIP
WE'RE IN YOUR NEIGHBORHOOD

WE ARE COMMITTED TO SERVING YOU
WITH THE CONVENIENCE AND CARE YOU DESERVE

“Birmingham & Bloomfield’s Newest Alternative’’
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