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‘Spending outpaces saving

By Dap Boyce
and Alan Ferrara
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Local financial planning ex-
perts reviewed the data of the
Jamily profiled here and made
general recommendatfons 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 fnterviewed.

To reccive a free financial
planning brochure or to obtain a
questionnaire to have your
finances reviewed in this column,
contact the Center for Financial
Planning, Dept. 108, 877 S

. Adams, Suite 202, Birmingham
*48009 or call 642-4000.

“Your eyes are bigger than your
stomach.” Most of us have heard this
phrase applicd to a child's desire for
more than can be eaten.
month's financial proflle features a

.cauple whose deslres may

FAMILY FINANCES [t

Sam asks, “How do I malntaln our
current level of income at retire-
ment? What stepa should 1 be tzking
now?” Currently, thelr only regular
savings is $100 per month that goes
toan IRA account.

Other goals include taking nice va.
cations — a Carlbbean cruise ls
planned for thls winter, and they
would llke to take a trip to Hawall
within a couple of years. They also
would llke to Invest in a retirement

property.

TO BUY THEIR new houe this
fall, they wiil need an additional
$50,000. In thelr case, rather n
draw on thelr invested assets, we
would suggest financing thls amount
with a mertgage.

With Interest rates currently at

ble levels, we would strongly

outatrip their ability to pay for them.

Sam and Holly Stiles live in a
house fn Livonla that they own
outright. Sam, 42, 1s a mechanle who
earns $30,000 per year. Holly, in her
mid-50s, works a few hours a week
as o merchandiser and carns about
$2,000 per year,

They have no dependent children
at home. Holly has a daughter from
a previous marriage and has three
grandchildren, They plan to buy a
new house this fall for $140,000, Af-
ter selling expenses, they should re-
allze $90,000 from the sale of thelr
present house. N

‘They arc also concerned about
preparing for thelr golden years.

suggest that they take a fixed-rate
mortgage on the house rather than a
variable rate, .

With Sam planning to retlre at age
62 in 20 years, We would suggest
that they plan to have thls mortgage
pald off by that date. Elther a 15-
year flxed mortgage or a 30-year
mortgage amortized over 20 years
would be good alternatives.

A $50,000 mortgage at 10 percent
over 30 years would require a pay-
ment of $403; to amortize it over 20
years would require a payment of
$450,

Sam and Holly should realize that
buylng thls new house wlill alfeet
thelr abillty to save for other goals.

‘The Botiom Line

Fin anclafstrenglhg

- © Adequate émef
O Little debt )
© Upto-datewills . ...

Financial weaknesses

© Modestpension .

© Own their $95,000 Home oulright

© Good homeownsts and auto policles

,© Sam has inadequale life insurance
© Savings rato insufficient o prepare for retirement

© Spending plans and goals Inconsistent with income leve!

By Kolen Nlemloc
stalf writer

A woman with an eye for detall
has opened a business in Blrming-
ham intended to save famllles the
tedlous task of recording all person-
al possessions for Insurance pur-

5CS,

Barbara Kenilz, president of Life-
time Collection Home Inventory,
opened shop In June and already has
put together a number of personal
assets records for homeowners. The

“buslness is believed to be the firat of
its kind in Michigan, though a simi-
Ix;r service ls operating In Callfor-
nia.. i

Kenllz's scrvice Is offered in three
levels, with the most p

Service inventories pers

Barbara Kenitz

package ineluding photographs of all
possesalons, inventory lists plus a fl-
nanclal aection where a homeowner
1lsts all stocks, bonds, bank accounts
and other 1quld assets,

“Pecple always mean to do this,
keep better records of what they
have but it's such a grucling task
that it is often put off and when dls-
aster strikes, there are no accurate
records to turn over to insurance
companies, We do thls for them, get-
ting loto closcts and drawers and
making a full Inventory of thelr pos-
tesstons,” Kenitz explained. .

She has been meeting with several
insurance companies to cxplaln her
servica and providing brochures
should ene of the cllents wish to have
a full Inventory done,

Local Insurance agents contacted
agreed that hoving an (nventory 32
necesslty, not only to provide proof
of los but also to determino if a
homd Is underinsured. The agenta

‘ had mixed foelings about whether
bomegwnero should uso an lnventory
service, '

‘OEOI!‘QE SAMRA, of State
Farm's Farmington office, sald that
megt people don't have any kind of

Inventory. Ho'suggests that bis cll-

homa y service

enla videotaps their belonglngs but
admitted that keeplng track of what
is In a house iso’t a high priority.

“They mean well but once they
walk out of the insurance office, they
start thinking about other things.
Peaople don't expect a loes g0, should
something devastating occur, they
are often lll-prepared.” .

He added that the “overwhelming
nature” of conducting a full invento-
ry dlscourages most - homeowners
from keeping an accurate and up-to-
date ls

t.

Steve Krevinko, of AAA's Plym.
outh offfce, and Karen Stephenson,
of All State’s Livonia office, sald
that booklela aro given to each client
for tho purposea of record keeplog.

“Wa tell them to keep receipta and
zomo do,” Krevinko sald. Ho coften
recommends that people with a lot
of possccsions upgrade thelr Josur-
ance palicies to cover more withoat
having to go through the tedlum of

foventory, AAA' most comprehens

slve polley provides content Insur-
ance of 76 percent of tha value of the
houss, B ..

Stephenson 2ald that she recom-
menda her cllents videotape or. pho-
tograph thelr roomy and possessions

In the past scveral years, they have
been able to accumulate some mutu-
al fund lnvestments in addition to
their $100 monthly IRA contrlbu-
tlons.

Given thelr retirement aituation, It
I3 desirable to continue to build their
personal assets, But once they buy
this house, they will have an addl-
tional outlay of more than $400 per
month, which Is a significant ltem in
thelr budget. They should carefully
asseas the effect of this outlay.

In thelr Investment portfollo, they
have bought shares of nine separate
mutual funds [n amounts of $1,000 to
$2,000. Mutval funds are certainly
appropriate for thelr situation, and
most of the funds they own are good
funds.

But we suggest that they pare this
list to three or four funds covering
major Investment objectives of in-
come, growth/income and growth,
They should spend thelr time on a
periodle reassessment of a limited
number of funds, rather than on
shuffling all of the paperwork gener-
ated by a large number of small in-
vestments,

To reach thelr desired level of re-
tirement income, It appears they
wlll need additlonal personal sav-
ings.

‘There are typleally three sources
of retirement income: penison, So-
clal Security and savings, Sam's pen-
slon wil pay just $300 per month at #

retirement. Thelr combined lal
Security should provide them with
$900 per month at Thelr

erty Insurance that fully covers their
home and autes (after deductibles)
ard have prudently chosen the maxi-
mum lmits of liability avallable
with these policies.

m has 4 combination of group
and personal dlsabllity pollcles that
covers about two-thirds of his cur-
rent income. This appenra to be ade-
quate coverage.

One insurance area that requlres
immediate attentlon Is life insur-
ance. He has an old $5,000 whole llfe
pollcy, and his employer maintatns a
$20,000 group term life pallcy on
him. If Holly were to find herself a
widow, Lhis $25,000 would not go far.
She does not have the abllity to
bridge this major short{al! through
her own earnings.

In one year, she might caslly need
to spend the Insurance proceeds to
maintain her standard of living, and
In two to three years all of their sav-
ings could be depleted. Subsequently,
she could be left with a modest carn-
ings potential and no other means of
support, Widows' benellts from So-
clal Security are not available until
age 60, and the beneflt (s modest at
best.

Because Sam 18 healthy, he should
have no problem obtaining addi-
tlonal coverage, We would suggest
buying $150,000 to $200,000 in addl-
tional death benfits. A comblnation
of permanent coverage and flve- ot
10-year level-term coverage might
be appropriate for thelr situatlon.

We suggeat he avold the mortgage
insurance that will be offered to him
when they buy thelr new house. Such
coverage can usually be obtalned
less expenslvely with a personal pol-
fey, assuming the indlvidunl [s in
good physical health.

It is important that Sam and Holly
carefully review ' theic financlal

investment income will need to pro-
vide them with an additional $1,300
per month ((nflation adjusted) to
maintalo their current standard of
Uving.

TO ACCUMULATE assets for the
profected Income needed, (e uso A -,

come, current .savings rates ‘aod
other variables. We project that the
Stiles need to save $400 to $500 per
month ($5,000 to $6,000 per year) be-
tween now and Sam's projected re-y
tirement to meet thelr goal. This
amount should be adjusted along
with the Inflation rate each year.

This fs obvlously another signlfl.
cant item for their budget. It may
not be achievable all at once. But it
is Important they they begln saving
now rather than walting anotber five
or 10 years.

They each have a current will that
reflects their wishes for distribution
for thelr property. They have prop-

onal items

to add credibility to any clalms they
might make.

Kenitz counters that her inventory
Is a one-time charge while the more

* comprehensive Insurance policles

aro an annual higher asscssment.
For a 2,000-square-foot homa with
an average number af possesslons,
the fes would range from $1,200 to
$1,800 for’ her top-of-the-line packe
" age. Tha price is besed on the size of
the house, scope of possessions and
extent of service provided.

THE FULL PACKAGE includes a
binder that stores all photographs,
negatlves, inventory and estate plan.
niog fnformation. Homeowners also
can opt for purchasing just the in-
ventory sheets and then filling them
out on their own.

When Kenltz's flrm does the Inven-
tory, the information is kept on a
computer disk that Is stored in a
vault for safe keeping. Sho recom-
mends that homeowners keep their
Inventory information In a safa
place, cither In a safety deposit bex,
a vault at work or have a duplicato
copy made and stored somewhera
other than the house, -

Appralsals are important In deter-
mining the.actual worth of ltems
lhnup(rmclnu, such as Jewelry, fine
art and collectibles, Sho refers cli-
ents (o appraisers but doca not ap-
praise herself.

“‘Once we go through a house and
inventory cverything, tako plcturcs
and give the homeowners an fden of
what Information should be written
down in case of an emergency, they
have a true understanding of what

plalned,

or designer,

and their

This will ensure that thelr money 1s
truly dlrected toward' the most im-
portant areas for them. It may be
necessary to compromise in several
arcas, We belleve that the satisfac-
tlon of knowlng that they are secure
fipanéialiy13-worth the elforts -

omplex formulg that takes Inf0 8 %ony Dan. Boyce, o certlfied finon-

clal planner, i o past president
‘0f ‘the’ Metropolitan: Detroit Soci-

. ety of the Institute for Certified

INVESTED ASSETS
Fixed Interest assets
N7 Savings Account $5,000
oh Bond Mutual Fund $6,600 ..
a IRA-Certificates of Deposit $7,400
Growth assets
=2 Growth/income Mutual Funds ~ $6,400 °°
A
h‘!ﬁiﬁﬁl Growth Mutual Funds $10,600
Total Invested AsSels $36,000
NON-INVESTMENT ASSETS
v Residence $95,000
Auto $8,000-:
Other Personal Possessions $5,000
Total $108,000
Tofal Assets $144,000 _
LIABILITIES - : L
v \'z_‘. Auto Loan -$4,000
- Net Worth $140,000

T eteL P T
Finane{:zl Planners whose prec- ton Hills law firm of Couzeny,
tice is in Birmingham. Alan Fer-  Lansky, Fealtk, Elis; Roeder &
rara i3 a partner in the Farming-  Lazar. :
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crews and tho finost quallty materlals to assure
your satistaction. Don't settla for lasa.

FREE ESTIMATE — FREE DESIGNS
_OVER 38 YEARS EXPERIENCE BUILDING -
DORWMERS, ROON ADDITIONS, SIDING & WINDOW

4

0 DOWYN FINANCING
AVAILABLE

and permanant PDECKS : SPAS
RAILINGS
than tha prica of GAZEBOS
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