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Shift income to avoid taxes

By Alan J. Forrara
and Dan Boyce
speclal wrltors

a profile

The couple Is spending a consider-
able amount of money ($12,000 over
o three-year pcrlod) toward educa-

Local financial planning ecx-
perts reviewed the data of the
family profiled here and made
general recommendations based
on the participants’ resources
and goals. The information is for
educational purposes only; refer-
ences are not intended as dis-
crimination or endorsements by
Observer & Eccentric Newspa~
pers or the advisers intervicwed.
To receive a free financial plan.
ning brochure or to obtain a ques-
tionnaire to have your finances
reviewed in this column, contact
the Center for Fingncial Plan-
ning, Dept. 100, 877 5. Adams,
Suite 282, Birmingham 48011 or
call 642-4000.

“If you fail to ptan, you plan to
fail.”

This month's famlly prefile cen-
ters on Jo¢ and Carol §., Redford
residents who are worried about
change and Interested in how they
might shift income te their chlldren
in order to avold income taxes.

Joe, 39, works for the U.S. govern-
ment and earns $30,260; Carol, 36, is
a full-ime student. They have two
children, a daughter, 9, and a son, 6,
and have made it a long-term goal to
save for college for thelr two chil-
dren.

tional ¢xp Al-
though current college costs may re-
duce their cash reserves, the advis-
ers belleve it is an excellent use of
thelr savings. Investing in the devel-
opment of job skills is one of the best
investments they could ever make.

THE ADVISERS who

If overwithholding is the only way to
‘invest in their retirement, they should
continue this policy, but they should
be aware that there is a cost to this

- “forced discipline.” Joe and Carol
could be using the dollars to generate
interest for themselves rather than
that money being held by Uncle Sam
and earning no inferest.”

— Alan Ferrara

their sltuatlon found both positive
and necgative facters. The positive
factors include substantial home
equity, relatively lttle debt, ateady
employment with good benelits, sol-
Id savings and emergency reserve,
and potentiat for additional employ-
ment Income when Carole finishes
her degree.

Some of the weaknesses our advis-
ers note Include few assets set aside
for children’s college costs, inade.
quate life insurance, low Hability
limits on auto and homeowners* poli»
cles, uncertalnty as to retirement in-
come sources and over

personal llabllity limits on both au-
tomobile nnd homeowners Insurance

quired amount, which will have to be

agalnst any lawsuits, In addltion,
Boyce s concerned about the low
amount of coverage Joe has on his
Iife.-

“THE FAMILY would be devas.
tated financially without his income.
Buying at least $200,000 of term in-
surance o help replace the potentlal
financial loss at death and protect
the Inmuy: mndnrﬂ of living is

on wages.

Even though a substantial portion
of income is spent on educational ex-
penses, Joe and Carol's only Jabllity
is a home mortgage balance of
$20,000. After Carol graduates, Joe
and Carol can expect that thelr In-
come will increase because Carol
wlll be entering the job market.

Dan Boyce, a certified financial
planner, recommends increasing the

highly

“At Joe's age, presuming he is in
good health, the cost of such insur.
ance probably would not be overly
burdersome,” Boyce sald,

“'Joe and Carol will need inflatlon-
adjusted income of $2,000 a month
at retirement. Thoy should investl-
gate the pension which Joe will
recelve under the clvil service plan
to determine any shortfali for the re-

Office workers ante up
for small-stakes fun

By Mary Rodrique
slaff writor

An offlce worker plunking $1
down for the weekly football pool
probably doesn't conslder his or her
action erimlnal.

But in the literal scnse, it is.

Although law enforcement agen-
cies don't place a high priority on

* white-coll

they "have made arrests.”

“If we rvecelve a complaint, we
take action,” said Detectlve First Lt.
Paul Gahlde, commander of investi-
gative task forces for the Michigan
State Pollee, Livonia Post.

One task force probes vice crimes,
which Includes gambling. Although
conspiracy to violate state gambling
laws is a felony punishable by up to
five years imprisonment, somcone
convicted of operating an office
gambling pool probably would be
slapped with o disorderly conduct
charge, which carrles a maximum
$100 fine and/or 80 days in jail upon
convietion, Gahlde sald,

‘The most-popular forms of affice
betting take the form of check pools
{In which check serial numbers sim-
ulate poker hands), prefessionat foot-
ball, college bow) games, the World
Serics and the Kentucky Derby.
Baby pools In which bettors gamble
on the delivery date and sex of a
baby are another derlvation, as are
welght loss pools.

VETERAN OFFICERS in both the
Southfledd and Troy police depart-
ments could not recall pursuing even
one office beiting pool complaint,
Qne, with 18 years on the force, was
not sure such betting is illegal.

Which might explaln why partici-
pants consider It a mere diversion,
not akin to real gambling.

“Gambling can be an addlctlion for
seme people, but a $1 bet cach week
Is more of a hobby,” sald a hospltal
publlicist who devised a football bett.
ing poel in his former place of em-
ployment in Blrmingham. It still
thrives today — a year and a half
after his departure

“Some pick thelr favorite teams,
some choose on the basls of team
colors, others might look to see who
has the best record,” he sald of the
bettors’ techniques.

ONE PLAYER called his office
{football pool “my lottery.”

“It seems that whenever I bave an
extra buck, I'm never near a {fot-
tery) terminal, Whenever I'm near a
terminal, I don't have an extra
buck,” he said,

“I know I'm not going to get rich
playing In the office pool. But I like
the odds a Tot better than the lot.

Iulwl.her who helps compile results
for his office poel sces office betting
as a form of competition that “glves

them (bettors) an ‘out' from thelr
work schedules,”

“I get calls the first thing Monday
morning with people asking me,
‘Hey, how'd 1 do?*"

“It's only a buck, and It gives peo-
ple the chance to say to somebody
else, ‘Hey, I beat you.'

He notes the seriousness of the
betting by recalling the time some.
one left him 94 conts instead of the
dollar bill that normally accompan-
ies betting slips.

WHILE WORKERS fret over loju.

ries, home fleld advantages and
other factors they think will influ-
ence scores, are employers worried?
Not very, according to a random
sampling of area businesses.
+ “I'don’t know of anything like that
going on here on a regular basis,
maybe just for a super game,” sald
Miranda rt, office manager
for Miller Canfleld Paddock & Stone,
a law firm that employs 90 workers
in Bloomficld Hills,

“If they were spending a lot of
time on an office pocl, they'd still
have to get out thelr regular work
load. But I really don't know of any-
thing lke thal golng on here.”

Jim , assistant vice presi-
dent of cnrpnraw facilities for Alex‘
ander Hamllton Life Insurance Co.

- In Farmington Hills, was unaware of

any office pools operudng there.

“T think we're sort of a conserva-
tive company,” he sald, “We don't
condone It. 1 suppose if 1t was among
three or four workers in thelr own
little office, we wouldn't say any-
lmng. But I ft got bluer umn that,

we'd be concerned abor
* Ditto Bob Saks, whoac nuw dealer-
:lhlll'l’: Is headquartered in Farmington

“1 know there's an offlce check
pool that goes on weckly,” he sald.
““The only reason I know that La that
you averhear the conversation, They
putlngla week. The wlaner walks
away wilh $20 or $30. They're hav-
Ing fun with it. ll'n not counterpro-
ductive, If {t was $30 a person a
week, I'd delinitely put astop to IL."

gitant, emplogats.dons appens
cognizant, emp nyeu on't 2,
eager to stop the bets, ppess
Sometimes, supervisors are tho

ones running the pool

A creatlve dlncu:r for a Detrolt-
based advertising agency who px&
sides over an offica football pool
oo g;m! ,l'l "ln]ulhu‘ motlvn!loul

get employees pum,

It's something u:ymk plboanepr
Iunc'!z or coffce on Monday morn-

.’J;haumallukulolluonugamo
ﬂlcdet is “about two minutes,” he

mndde up through personal savings
n

Attorney Alan Ferrara Is con.
cerned that they have purposely
overwithheld income taxes In order
to finance a $2,000 individual retire-
ment account contribution.

“I1 this is the only way to save this
amount to inveat in their retlrement,
they should centinue this policy, but
they should be aware that there ls a
cost to this ‘forced discipline.’ Joe
and Carol could be using the dollars
to generate Interest for themselves
ralher than that money being held by
Uncle Sam and earning no interest,”
Ferrara said.

HE ALSO analyzed .the couple's
idea of shifting asscts to thelr chil-
dren. Accounts under the Michigan
Unlform Gift to Minors Act (UGMA)
are still alive and well under tax re-
form, he noted.

A Uniform GIift to Minors Act is an
account set up as a gilt for the chil-
dren with a custodian to control the
account. The account, and any lo-

come earned on such an account, i3 .

used for the benefit of the minor.

If the occount is I
the custodian pays the child the bat-
ance upon reaching age 18. Because
Joe’s and Carol's children are under
age 14, the new tax law requires that
any income earned on thls account,
to the cxtent that the uncarned In-
come of the chlldren exceeds $1,000,
will be taxed as if carned by the par-
ent in the parent’s highest marginal
tax bracket.

IF THE UGMA account has tax-
exempt Income or has appreciation
instead of current Income, there
should be no federal tax problem.

Such a UGMA account could be
used for a college fund for the chil-
dren, but this could possibly walt un-
til Carol {lnishes college and starts
work. Boyce suggests that lhcy not
delay any looger than that. With the
current age of thelr cbudmn. a tar-
get of $200 to $300 per month should
be Invested In a quality growth-orl-

ented mutual fund or bank certifi-.

{FItC

Financial Position
INVESTED ASSETS

Fixed Interest Assets

Savings $33,500

Savings Bonds $500

IRAs -banks $18,100

Life Insurance cash value $1,300

Company retirement plan $15,600

tGrowth Assets

@

LIABILITIES

Stock $9,800
IGold and Silver $1,000
Total $79,800
NON-INVESTMENT ASSETS

Residence $50,000"
Automobiles $2,000
Other personal assets $5,000
Total $57,000

Total Assets $136,800
Home mortgage $20,100
Net Worth $116,700

The B

Financia

®Fow asse
@ Inadequat

ottom Line
| strengths

@ Own own home with $30,000 oquity.

® Relatively little dobt,

L] Slea.tdy employmant with good benifits.
@ Solid savings and emergency reserve.
@ Wills and trusts in placa.

weaknesses
ts sot aside for collage costs.
o lifo insurance.

cates of deposit as

Joe and Carol have well defined
financlal goals, which if monitored
and modificd periodically, wlll serve
them well in the future.

income source unknown,

@ Potential additional income when wifo finishes dogroe.

Financial

@ Liability limits too low on aute and homeowners policies.

Wagas are subjecl to ovarv_lilhholding. :

Pontlac 334251

an outhorized
@cELLNET ugunt
dvision

Limited Time Offer
MOTOROILA

$

Hands Free Cellular Mobife Telephone

745.00*

Cellnet features state of the art phones

manufactured by Motorola

Madison Helghts

585-4520
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i See your nearest authorized Cellnet Agent
NORTH CENTRAL WEST WEST
Radios, Knobs, Drlve-In Cellular Drivo-In Celtular World Wide TV
Speakars, & Things Inc. lost & Appliance
314 Wost Walton Bivd. 31051 Stophenson Hwy ‘32825 Nonhwnslom Brighton Mall

Farmington Hills
626-8480

AMERITECH“' COVERAGE
« Automatic roaming in every North

Amor_icnn-cellulnr city

* Movre cells for greateor call capacity
¢ Free roaming in Windaobpny locat

celluar rates only

1-96 & Grand River
Brighton  227-1003

*Ofterval Prices good -
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