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income thoy earn are tax deferred,
the Dowds’ savings can inerease
at a faster rate.

For retirement savings, the first
priority is to place 10 percent of
their incomes into these 401(k)
plans. Thelr net paychecks will
not be reduced by 10 percent be-
cause these funds are not subject
to current tax, and the plan con-
tributions will result in reduced
withholding taxes. This may scem
a big burden to accomplish all at
once, but the Dowds appear to
have enough discretionary income
that it shouldn't be too painful.
In our experience, after six
months, they will hardly notice
ita absence, but they will appreci-
ate that it is helping to accom-
plish their long-term goals.

Realizing that a 401(k) plan
contribution is a good ides, the
Dowds then asked us, “How
should we invest any 401{k) con-
tributions?." Beeause they likely
have 20 yeors or more before re-
tirement, the mojority of their
contributiona should be invested
in growth assets, typically stock-
based funds, Over time, atocks
have far outpaced the returns of
other alternative investments,

The only cxception to this ad-
vice would be if they plan to
change employers, If go, a more
conservatlve investment approach
should then be taken, since the
account might have to be liqui-
dated upon termination, which

might reault in short-term losaca.
In next month's article, we will
discuss the process of asset allo-
cation among investmenta in re.
tirement plans.

A positive aspect of the Dowds’
spending habits is that they are
not inclined to finance purchascs.
The mortgage on thelr house is
their only debt. This is a good
gelf-imposed “brake” on their
spending, which keeps them from
gotting Into. serious cash flow
problems.

Tuition planning

An additionel strength Is that
they had the foresight to begin ed-
ucational funding scverat years
ago, when they established college
fands for their daughters, Their
youngest daughter has a Michi-
gon Educational Trust (MET)
contract. This can cover four
years of tuition at an in state pub-
lic university.

They alaso have two mutual
funds in uniform gifts to minors
accounts (UGMA). They should
continue to ndd regularly to these

d for educational

that these children will qualify for
financial ald for college expensca,
If so, funds placed in the chil-
dren's names work ogainst then,
Thirty-five percent of any assets
in the children’s names must bo
used before they would be eligible
for financial aid, but only 5 per-
cent of asscts kept In the parents’
nomes must be used for each year
of college. If even a possibility of
finoncial ald exists, parents
should almost always keep ngscts
out of the children’s names.

A particularly important weak-
ness, which we often see, is that
Bill and Sue are under-insured
for life Insurance purposes. Ench
of their incomes are important for
their savings and spending plons
and should be protected in the
cvent of a death or disability. Bill
and Sue may want to consider in-
vesting in disability insurance for
this purpose, and should also
strongly consider additionol life
insurance coverage.

Under-insured

‘They currently have $100,000 of
ife i each

funds desi,
expenses, but they should recon-
gider whether to accomplish this
savings in UGMA accounts. With
IGMA accounts, the savings are
titled in the name of the donor for
the benefit of the child,
At age 18, that child is entitled
to receive the asscts in the UGMA
account outright, It is possible

e b
through their employers. In addi-
tion, Bill has a perscnal life in-
surance policy with a face value of
$200,000 ond Sue hos a policy
with a face value of $100,000, If
they supplement their current
coverages with $150,000 to
$250,000 of term coverage coch for
the next 10 to 15 years, thia
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should cover most of their poten-
tinl nceds. At that point, the chil-
dren will be mostly grown, and
hopefuly the Dowds' assets will
have grown sufficlently to take
care of any family needs.

The Dowds have seen to thelr
estate planning needs, and this is
unusual in a couple so young.
They have executed wills and a
trust that can protect their
doughters in the event both of
them should die. We strongly sug-
gest that they and others have
their catate planning reviewed
every three to five years and up-
dated a8 family situations, assets
and tax laws change.

With good planning and disci-
pline, the Dowds can provide for
their long-term goals and still
provide for many, but perhops not
all of thelr short-term goals,

Dan Boyce, a certified financial
planner at the Center for Finan-
cial Planning in Southficld, has
been recognized by Money maga-
zine as one of the top financial
planners in the nation. Alan Fer-
rara is a partner in the Farming-
ton Hills low firm of Couzcns,
Lansky, Fealk, Ellis, Roeder & La-
zar.

[ ] SPEAKS

Wayne County Exccutive Ed
McNamara -will pesent an in-
sightful discussion during a
luncheon held by the Southficld
City Center Optimist Club nt
noon on Thursday, Dec. 17.
McNamara will discuss the strat-
cgies thay been instrumental in
helping him gain his prominent
role in Michigan, both as a politi-
cian and citizen. -

m NAWBO MEETS

with subsequent clnases March 2,
9, 16, 23, 30 and from 4 to 8 p.m.

| DIRECT MARKETING

Direct Marketing Association of
Detroit will hear George Cohan,
president of the Chicago company
that bears hia name at 11:30 a.m.
Thursday, Jen. 7, in Southfield.
He will discuss what marketers
can do ta create securo futures re-
gardlcss of political or economic
climntes, Luncheon fee: $16 for

Ruth Holmes, b iting ana-
tyst and document exeminer, will
address the National Association
of Women Buslness Owners at
5;30 p.m. on Thursday, Dec. 17, in

Southfield. Informntion: 861-
8270,

m EFFECTIVE HABITS

The Community House, the

Michigan League for Human Ser-
vices nnd the Southficld base con-
sulting and accounting firm
Plonte & Moran are sponsoring
the “Seven Habits of Highly Ef
fective People.” There will be two
identical sessions; the first begin-
ning January 6, from 8 a.m. to 4
p.m. with subscquent classcs Jan.
13, 20, 27 and Feb. 3 and 10 from
4 to 8 p.m. The second session be-
gins Feb, 23 from 8 a.um. to 4 p.m.

19 for
jon $3 at the door. Infor-
mation: 2568-8803. -

| BUSINESS CONSORTIUM
Oakland County Buainess Con
sortium will hear presentation on
the “American Road” Saturday,
Jan. 9, in Southficld, Non-mem-
ber fee: $6. Information: Annette,
443.0777, )

m PCPROBLEMS . -
“Identify and Fix Pesky PC Prob-
lems . . . Without Calling a Re.
pairman” presented 8:46 o.m. 16 4
p.m. Friday, Jan. 29, at the Holi-
day Inn Chambertin in Dearbotn,
Fee: 145, Sponsor: Padgetts
Thompson division of the Amerl~
can Management Association, 1=
800-255-4141.
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Republic Bancorp Mortgage
would like to take this opportunity
to thank all of our customers
for making 1992 a very successful year.

We extend our best wishes to you
and your families for the
happiest of holiday seasons.

We are looking forward

& to serving you again in 1993,
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