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Realistic savings plan

paves retirement route

By Alan Forcare

By Janice Brunson
staff wrlter

Owners of area party stores, tav-
erns, bars and restaurants that sell
liquor are upset over a state law re-
quiring them to carry a fixed
amount of fiquer llabllity insurance.
They say Increased premiums pose
severe cconomle hardship on small
retallers and are forelng others out
of business.

The law, which takes effect April
1, requires all liquor retallers in
Michigan to carry at least $50,800 in
Jiquor lability insurance or the

q in cash and 3
Proof of such coverage will be re-
quired before llquar licenses can be
renewed.

‘The insurance protects retailers in
the cvent they sell liquor to a minor
or an Intoxleated person who is later
invelved In an incident causing bodi-
ly harm, providing it is shown the ll-

and Dan Boyco - u g m
spocla witors Financial Position
Local ﬁmm;iul p:;mm‘ugf a’x.
perts reviewed the data of the
Jamily profiled hcrlu and Lnad; INVESTED ASSETS
yeneral recommendations base B
on the n%ﬁci;:}m!'s rcsaur;ns Savings
and goals. The information is for s
educational purposes only; refer- Checking $4,200
cnees are not intended as dis- Credit Union $500
crimination or endorsements by
Observer & Eccentric Newspa- Money Market Account $22,000
pers or the advisers interviewed.
To receive a free financial Fixed Interest Assets
planning brochure or’ to obtain a
questionnaire to have pour
Sinances reviewed in this column, MoneY Market Fund $6,200
contuct the Center for Fi 'sl Personal Note @ 8% $1,600
Planning, Dept. 100, 877 S.
s ity 367, Bivmimgham | B IRAs - Bank CDs $25,600
48011 or call 642-4000, - Growth Assets
“HOW MUCIE should 1 be saving Individual Stocks $13,700
toward retirement?” is a commonly
heard plea of those seeking financlal ‘ Total $72,800
planning advice. This is olten fol-
lowed by an anxious “How am 1 -
daing?” This month’s flnanclal pro- NON INVESTMENT ASSETS
file centers on Jim and Molly West, s
a Farmington Hills couple who fall Residence $160,000
Into that category of adults known as
DINKS — short for Dual Income, No
Kids.
Jim 1s 39 and works as an engl- Automobiles $26,000
neer at onc of the auta companies,
Molly is a secretary who just turned
40, They hlave a combined lnclome nd{ Other personal assets $1 0,000
$67,000, along with good health an
disability benefits at work, Thele net Total $196,000
worth (assets minus llabilitles) ap-
proaches $170,000, consisting mostly
of cquity In their house ($75,000), au- Total Assets $268,800
tos ($26,000). IRAs ($25,600} and
other miscellaneous assets. LIABILITIES
THEIR CASH reserves seem high
at first glance. They Include a bank Mortgage $85,000
money market account of $22,000
and other accounts totaling $10,000.
But they sold an investment proper- Income Tax Due $15,000
ty at a slzable gain in 1987 and ex-
pect a $15,000 tax bill on April 15.
Both Jim and Molly have up-to- Total Liabilities s$100,000
date wills. Most of thelr property is
held jointly. Our advlsers agree that Net Worth $168,800
this is an adequate estate plan for !
them at this polat. A trust fund
would be appropriate if they had -
chitdren or il{‘clhflr mmblnc:l estates T he Bottom L| ne
exceeded $600,000 or if they were Einancial strengths
getting on in years. In case one of
them should become incapacitated, :
our adviscrs suggest that each draw ® Own home with substantial equity.
up aldurnble power of attorney. This @ No bank loans or credit card debt.
would allow the other to act on be-
half of the incapacitated spouse ® Solid savings and emergency reserve,
should it be necessary. ® Boih have wills.
THEY HAVE STATED two major ® Pension plan through work.
financial goals: to bulld their nest
cgg over Ume and buy a second | Financial weaknesses
house In northern Michigan, They .
plan to turn this huus«;llnw mﬂ;‘pr:i ® Uncortain as to amount of savings needad for retirement.
mary residence at retirement. I al "
goes well, they would like to retire @ Inadaquate insurance on dwelling.
by the time Jim reaches 55, nadi if i
Our advisers note two weaknesses @ Inadequate lifo on
in the Insurance area. Attorney Alan @ No Inflation hedges in invesiments.
Ferrara, a partner in the Southfield

law firm of Couzens, Lansky, &
Roeder, addresses thelr homeown-
ct's Insurance,

“Mr, West has coverage for
$130,000 on a dwelling which he esti-
mates could cost approximately
$170,000 to replace. This is below the
80-percent figure which ls required
by property insurers to pay any
ctabm in full,” Ferrara sald.

“FOR EXAMPLE, if he had a
$10,000 clalm, it is unlikely the in.
surance company would cever the
ful) amount of the loss. He should
ralse this amount to a minimum of
$150,000 and add an ‘Inflation.guard’
rider to his policy.”

Ferrara also examined Jim's {n-
SUTANCE COVETAEO, )

“Jim s the primary wage earner
of the famlly, esrning more than
$35,000 per year. If he were to dle
prematurely, Molly would need sig-
nificant additional Income to main-
tain her standard of living. Jim hasa
$100,000 universal 1tfo policy and ap-
proximately the same amount of
term Insurance provided by his em-

loyer.
““Though $200,000 sounds like & lot
of money to them, if it were Invested
at 8 percent, It would bring in in only
$16,000 per year. This is not enough

to allow Molly to malntain her cur.
rent standard of lving, and future
inflation could squeeze her even

mare.

“Until they can bulld up thelr as-
set , Jim n to buy a term
policy with a face amount of
$150,000 to $250,000. At his age, It
should cost them under $500 per
year, assuming he i3 in good health,”

THEIR re-

sald. -“Assuming a paid-off resi-
dence, in today's dollars (not adjust-
¢d for future Inflation) we want to
have $3,000 per month In before-tax
income. How should we approach

area of planning and what
should we do now?”

Certified financia) planner Danlel
H. Boyce in Birmingham has some
guidelines for the Wests in this arca.

“First gl all, they should be con-

volve around the retirement goal
mentloned carlier. “We want to be
able to.slow down and relax by the
time Jim is in hls mid-50s,” Molly

for setting such clear
goals, Thelr retirement objective is
specific in the amount of money and
in time frame. Too often people have
glven littlc thought to thelr goals, or
at best have only a vaguo Idea of

what they want to accomplish.”
it is Important to BOYCE DESCRIBES the sources
realize that personal fl f:dﬂm‘!;\:lnt mmnn as a “three-

egged stool” consisting of on,
savings is typically the i T urs o) B
only form of retir “It Is & to realize that
Income over which you  Personalsavingsistyplcally the only

ona over which you have trol.
have any control, 8o So this must bZ bullt u; ?;::nﬁmn
this must be bulit up !ﬂ:" o secure ltl:n;!:lll lutun.‘" "
over time for a secure cxpects his penslon from

t X

financial future. \ curmenempioyer to_provide a
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quor was the “opproximate cause of
the Injury, damage or death,” ac.
cording to Ken Woznlak of Mich!-

As an independent owner of Troy's Grub
Street, Phil Lauri finds paying highor [fability

DAN DEAN/s1af photographer

insurance rates cutling into his profits atready

by1

ates,

Dram shop insurance
sgueezes proprietors

‘1 think we carry 50
percent responsibllity,
and 50 percent reats
with the individuals.
He's the one who
commits the crime.
Make it tougher on
him, Not the supplier.’
— Phil Lauri

Until now, the purchase of liquor
MNability insurance by retailers has
been optlonal.

“THIS IS the hottest issue con-
fronting our industry since the re-
turnable-contaiser bl of 1976, We
feel it Is unfalr and very barsh,” zaid
Ed Deeb, president of the Michigan
Food and Beverage Assoclation,
based in Southfield, which opposes
the leglslnugn a,md lobbled against it.

gan's Liquor Control C
The Dram Shop Act of 1933 pro-
vided that retailers assume Mability
for the incldent once a victim or the
survivors of the vietim sue the per-
son who was drinking, Woznlak sald.
“This new wrinkle in the law assurcs
financial responsibility on behalf of
those who sell alcoholic beverages.”

e a
ly requesied Michigan's Insurance
commissioner Herman Coleman to
cither walve the requirement or sub-
sldize the cost of premiums.
Otherwlse, Decb sald, small estab-
lishments like “mom and pop opera-
tlons" may face bankruptey.

Salah Salah, a phnrmgcm who has

«d Livonia Drugs for six
years with his brother, Sam Salah,
who s atso a pharmaclst, says he
knows “many people” who are find.
ing it difficult to pay increased lia-
billty insurance rates,

“Some of them are going out of
business, especially those that sell
only liquor,” he said.

The Salahs have always carricd lis
abltity Insurance, While packaged )i-
quor sales constltute only a small
portion of their overall business,
they say thelr rates have increased
“ten-fold” since the Salahs opened
the store [n 1982,

Phll Lauri, owner of Grub Street
in Troy, admits to belng in a “vulner-
able” position. Lauri's 275-seat res-
taurant competes for business in an
area dominated by what he de-
scribes as eating “conglomerates.”

“We're small. It's pretty tough
making a proflt.”

Lauri carries Liabllity insurance to
guard against possible law suits.
Last year his premlums were “in ex-
cess of $5,000," an increase that he
sald was about 2¢ percent higher
than the previous year. .

DICAPITE, owner ‘of
Bottle & Basket shops in Bloomficld
Township and Birmingham, also cars
ries liabllity Insurance and said ho
bas since he opened his first shop in
1851. L
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STEP UP...CADILLAC STYLE

Crestview Cadillac-Subaru, Inc. |
LN 555 S. Rochester Road; P.O. Box 8239 :
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