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Financial Position
ASSETS

. Checking $300
"D savings $5,400
Coin Collection $1,500
Automobiles $6,500
Other personal items $3,000
Total Assets $16,700
LIABILITIES

Auto loan $2,000
Credit cards §2,100
Student loan $4,300
35 Total Liabilities $7,400
Net Worth $8,300

. .

The Bottom Line

Flnanclal strengths

Financlal weaknesses
@ No renter's insurance

® Nowills

® Too litile withholding

@ Adequale emergency reservas

@ Early start in financial planning

@ Solid medical and"auto insurance coverage
@ Determinalion to save part of income

@ Lots of time to build assets and reach goals

@ No disability coverage on Jenny

@ Need to monitor credit card debt

Nest building

Rethink savings pl

Local financial planning ex-
perts reviewed the data of the
Jamily profiled here and made
general recommendations based

FAMILY FINANCES

on the participant’s v
and goals. The information is for
educationai purposes only; refer-
ences are not intended as dis-

cr or by
Observer & Eccentric Newspa-
pers or the advisers.

To receive a free financial
planning brochure or to obtain o
questionnaire to have your
Jfinances reviewed in this column,
contact the Center for Financial
Planning, Dept. 100, 877 S.

This condition of being
‘house poor' can be a
major impediment to
reaching other
financial goals.

Adams, Suite 202, Bir
48009 or cail 642-4000.

- By Alan Ferrara

and Dan Boyce
spaclal wrlters

Getting ahead financially is an
achlevable goal for most people if
careful planning is done. Unfor-
tunately, financial planning is often
put off until some unspecified later
date, This month's profiled family,
Roger and Jenny Lyle, have no such
problem.

Roger and Jenny are only in their
mid-20s and have been married a lit-
tle more than a year, They rent an
apartment in Troy and would like to
buy a house as soon as possible, They
have started a savings account for
this goal and have accumulated

* $5,400 thus far,

Roger s an architect earning
$31,000 per year; Jenny works'as a
nurse with a yearly income of
$22,000. They are very careful to
add $500 each month to their house
purchase savings account, They plan
to have children two to three years
in the future, .

BESIDES THE savings account
carmarked for the house, they have
iwo automobliles and a coln collec-
tion Roger started years ago, Their
debts Include a $2,000 auto loan, a

creased substantlally in April when
they found that they owed additional
Income tax of $1,500.

They write, “We have been read.
Ing your column with interest. We
wonder whether we are managing
our money well and would appreci-
ate any comments on a more effec-
tive use of our savings.”"

We applaud thelr discipline in sav~

ing the $500 per month on a regular
basis, This hahit will form the basis
of a solid long-term f{lnancial plc-
ture.
They should take steps to reduce
the credit card debt. The interest
rate on such debt Is very high, and
deductibility of this interest Is being
quickly phased out. We suggest they
get rid of this expensive debt.

On the other hand, the student loan
has a relatively low interest rate and
should be paid off as slowly as possl-
ble. Apply only the minimum month-
ly payment td this loan.

upon thelr current with-
holding rates, we calculate that they
will again face an income tax bill
next April because they bave few de-
ductions. - Moreover, they may be
subject to a penalty for underwith-
holding, since they will not meet el-
ther of the following criteria for
;‘pennlty proofing” thelr withhold-
ing.

TO GUARD against penalties,
they must withhold at least 90 per-
cent of the tax due for the year, or
alternatively they must have an
amourt withheld which is equal to
last year’s tax Ilabitity. They shoutd
adjust their withholding to meet one
of these criteria.

As we've noted In previous col-
umns, 2 will is an important legal
document to obtaln, Untl they have
children, simple wills will probably
be an adequate estate plan for the
Lyles, Perhaps even the simple
Michigan Statutery Wils would pro-
vide an adequate stop-gap measure
for them.

We also note thelr lack of renters’
insurance. This is a signlffcant over-
sight on their part. If there were fire
or other major loss, they would find
thelr other goals sel back signifi-
cantly. We suggest a renters insur-
ance polley with a replacement cost
rider,

Also, Roger should conslder put-
ting his coin collection Into a safety
deposit box or adding a personal
property floater to this renters' poli-
¢y as a specific item of coverage in
his pollcy. Most pollcies have “Inside
limits” or maximum coverage of
$500-$1,000 on [tems of unusual val.
ue. This Includes items such s colns,
currency, musical instruments, furs,
art, etc.

Thelr house savings account is
held in a regular bank passbook sav-
ings account, We would recommend
that they keep this money in a mon-
ey market fund. This Increases the
interest earned on the account, and
it keeps the money available at any
time without penalty. These ac-
counts also are not subject to any

(F1IC

an to achieve goal

fluctuations in value, as would be the
case with some other Investments, :

ROGER HAS access to an employ-
er savings plan {not a 401K) on the
first 5 percent of his income, For
every after-tax dollar Roger puts In,
his employer would match 80 cents.
This amount {s immediately vested
and available. Roger has not jolned
this plan because he sces it as
decreasing their ability to save for
the house. He doesn't want this mon:
ey tied up untll retirement. .

We suggest he rethink hls position
on this savings plan. He can with-
draw money from the plan at any
time, as long as he Is wiillng to pay
the income tax and the 10-percent
penalty on his earnlngs and the com-
pany contribution, Because the 30
percent company contribution more
then offsets any tax Habdllity he
would Incur, thls fund could be an
cffective way to help build thelr
house purchase fund. He might also
be able to borrow his balance from
this plan and aveid tax consequences
altogether, -

When they buy the house, they
should not be overly aggressive in
picking the largest house they can
possibly afford. This conditlon of
being “house poor” can be a major
impediment to their reaching other
financial goals. R

Granted, some people have dong
well even though they have stretched
thelr finances to the limit in buying’a
house, but more often than not, other
goals are perpetually put on the
back burner due to the cash flow de-,
mands of a large house. .

‘There Is also the posslbility that
Jenny may want to stay home for a
period of time when they have chil-
dren, If they are encumbered with &
large mortgage, they may not have
this option. They can always “trade
up" to a Jarger house later on as clr<
<curnstances allow.

Fleass turn to Page 2

student loan from Roger’s 1l
and several outstanding credit card

Travelers’

By Mary Hodrique
staff writer

Everywhere Offlce Network is to
business travelers what resort holels
are to vacatloners — a one-stop ser-
vice providing business offices from
coast to coast,

Need a computer? No problem.
Could a legal secretary be of help?
EON can summon one from its data
base. How about an Interpreter?
‘That can be arranged, too,

EON hopes to offer its cllents ev.
erything necded to conduct business
successfully away from the home
office, right down to the secretary
and a pot of coffee,

“We provide a professional envi-
ronment for professional people to
conduct buslness,” sald Claudia Al-
exander, co-founder of EON.

EON HAS BEEN headquartered
in the Llvonia AmeriCenter since
June 30, Incorporated last Fébruary,
EON’s three partners immediately
began working on creating a nation-
wide network of member offices in
cities llke Miami, Atlanta, Chicago
and Denver — industrial and busi-

H -
s
aid
ness centers that attract a prepon-
derance of business travelers,
Member offices are under con-
tract to make office space and ser-
vices avallable on an as-needed ba-
sis. Some member offices may have
Jjust a few suites for rent. Others
have a full cadre of office space.
Another bonus — space can be re-
served through a travel agent the
same way an airline or car rental is
booked.

ALEXANDER, WITH pariners
Cynthia Stajos and Sharon Stanko-
vich, feel like ploneers In a fleld they
hope will take the corporate world
by storm.

“This Is a brand-new concept,
bringing togethor three successful
buslness entities: the travel agent,
the business traveler and the offlce,"
Alexander sald.

While many hotel chains offer
business travelers special perks, fne
cluding use of offlce equipment,
EON's founders sald they are the
{irst independent company to offer
buslness travelers temporary offices
away from home,

. The founders are relying on travel

The credit card debt in-

offices on. call

agents-to help sell their product. Of.
fering the travel agent “at least 12-
percent commission at a time when
hotels and airlines are cutting com-
mission” should guarantee thelr ser-
vice s at least pitched to prospec-
tive cllents when travel plans are
booked, they sald.

BEST FRIENDS Alexander of Un-
lon Lake and Stajos of West Bloom-
ficld began dreaming up the concept
2% years ago. They poured over
travel statisties from the govern-
ment and airlines, Thelr business
brochure quotes a figure of 200 mil-
llon women and men traveling for
business each year. The market
seemed ripe for EON.

“I've wanted to go into husiness
for years,” sald Alexander, who has
a background in real estate and sales
management.

Working together with a consult-
ant, they were paired with Stanko-
vich, a Canton Township resident
with a flnancial management back-
ground, The trio clicked Instantly,
she said.

THE MEMBERSHIP drive to at-

tract bus| into the shared off-
ice network Is officially over for
now,
“We could go as high as 400 {mem-
bers) by September,” Stajos said.

“We've got all of Michigan cov-
ered, and Miami, Fort Lauderdale,
Phoenlx, Atlanta, Washington D.C.,
north Virginia, Minnesota and Chlca-
g." )

Future target cities are Boston,
Los Angeles and San Dlego.

Although overtures were made in
at least one city, EON doesn't accept
exclusive contracts with a particular
office because “we can't t our-
selves, We're working together for
mlunl berefit,” according to Alex.
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Your timeés running out...
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