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REVERSE MORTGAGE PROGRAM

Recently, | was approached
by afriend whowasinterestedin
leaming more about the Home
Equity Conversion Mortgage
Program, also known as the
“Reverse Mortgage Program.”
He wanted to know why | have
not written on the subject. |
explained to him that this pro-
gram is not new, it was created
to help older homeowners 62
and older who have no mort-
gages or a small balance, to
keep their homes and to remain
independent by converting their
home equity into income.

By the way, | told him, | wrote
an article on this subject a year
ago. Nevertheless, | promised
him | would write another article.

Lets say youare 62 yearsold
or older, in pretty good health,
but need more income.

You read several articles on
the Reverse Mortgages Pro-
gram, and you decided to call a
mortgage lender for additional
information.

They agreed to send out a
representative who explained
how the Reverse Mortgage
Program could pay you a lump
sum for home repairs and would
then pay you a monthly income
for the rest of your life.

The representative men-
tioned, butdidn'temphasize, the
upfront loan fees, which is usu-
ally very expensive.

So you talked it over with
your children. They, of course,
didn'tlike it, since it was borrow-
ing against their inheritances,
but they couldn't offer any better
altematives as to where the
money would come from for the
much needed home repairs and
to just simply supplernent your
income to help make ends meet,

since Social Security plus a
modest pension wasn't nearly
enough.

Given this scenario, | per-
sonally feel that a Reverse
Mortgage would be a good idea.

The way | look atitis ... re
member, you don't owe your
children any inheritance. Your
homeequityis sitting there doing
you no good...while it could be
producing a monthly income for
you, helping to pay the bills and
put food on the table. There is
nothing wrong with putting your
home equity to work for you
now...when YOU can use it!

Some of the Reverse mort-
gage transactions are obviously
extremely profitable forthe lend-
ers and | agree that the upfront
fees charged by some Reverse
Mortgage lenders are outra-
geously high.

However, the lenders are
taking an unknown risk because
nobody knows how long elderly
homeowners might live. The
lenders have the right to protect
themselves against possible
loss.

Any readers interested in
Reverse Mortgages or Home
Equity Conversion Mortgages
(HECMs) should study this topic
very carefully before taking any
action. Thereisanexcellent book
“Retirement Income On the
House™ by Ken Scholen avail-
able at most book stores and at
your public libranies.

As always, please contact a
professional for all your real
estate needs or write to me ¢/o
REALESTATEPERSPECTIVE,
Las Vegas Sentinel Voice News-
paper, 1201 South Eastem
Avenue, Las Vegas, Nevada
89104.
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MONEY MANAGEMENT

SOME VERY INPORTANT REASONS FOR
REVIEWING YOUR TAX LIABILITY NOW

Don'twaituntil the end of the
year o find ways to limit your tax
liability. The Nevada Society of
CPAs says a mid year review of
your tax situation can take the
bite out of your next tax bill. This
year's tax planning may be a
little trickier than in previous
years and could be much more
chifical. As a result of President
Clinton's economic plan, Con-
gress is considering many tax
changes that may have an im-
pact on you and your family.

Project Income
and Expenses

Beforeplanninganytax strat-
egy, estimate your taxable in-
come for 1993, Taxable income
is the amount of income remain-
ing after you claim all adjust-
ments, itemized deductions or
standard deductions, and per-
sonal exemptions. The amount
of your taxable income deter-
mines the rate at which you will
be taxed.

Under President Clinton's
economic plan, higher taxes
seeminevitable, especiallyif you
eamn a high income. Single indi-
viduals with taxable incomes
above $115,000 and married
couples with taxable incomes
over $140,000 may be subject
to a new, higher tax rate of 36
percent. What's more, Mr. Clin-
ton is also recommending a 10
percentsurtaxon taxable income
over $250,000, raising the top
tax rate to 39.6 percent.

Track Your Deductions

CPAs urge you to keep a
comprehensive list of your tax-
deductible expenses, updating
it monthly. Don't overlook ex-
penses such as charitable con-

tributions, subscriptions to busi-
ness-related publications, job-
hunting costs, and medical ex-
penses like the costs of pre-
scription drugs and insurance
premiums. Under the currenttax
rules, every dollar of deduction
you overlook may cost you 28 to
31 cents. What's more, if Presi-
dent Clinton’s proposed higher
tax rates are adopted this year,
overlooked deductions can costs
you even more money.

Keep in mind that the value
of your deductions tied to your
income. For example, miscella-
neous expenses, including un-
reimbursed employee business
expenses and costs associated
with producing income, are
deductible only to the extent that
they exceed 2 percent of your
adjusted gross income (AGI).
Medical expensedeductions are
also ties to your AGI: They are
deductible only tothe extent that
they exceed 7.5 percent of your
AGI.

Estimate the amount of
money you have spent on quali-
fied miscellaneous and medical
expenses over the past six
months and determinehow close
you are to these thresholds. If
you are close to the thresholds,
you may want to accelerate as
many deductible expenses as
you caninto 1993. Forexample,
if you plan to look for a new job
next year, you may want to pre-
pare and print your resume now
so you can take the deduction
on tour 1993 tax retum.

Be aware, however, that
under cumrent tax law, taxpayers
whose adjusted gross incomes
exceed $108,450 in 1993 will
see the value of their itemized
deductions reduced by 3 per
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cent of the amount by which
theirincome exceeds this thresh-
old. If your income is approach-
ing this amount, youmaywantto
postpone income, such as bo-
nuses, into 1994 so you can
continue to receive the full bene-
fit of your deductions.

Protect Earned Income
Through Retirement Savings

One way to minimize your
tax bill and maximize your eam-
ings is fo invest in company-
sponsored 401 (k) plans, or if
self-employed,inKeoghs. These
plans enable you to save pretax
dollars for your retirement. Your
contributions reduce your gross
income and the interest eamed
is fax-deferred.

Individual retirement ac-
counts (IRAs) also offer tax-
deferred savings. You can con-
tribute as much as $2,000a year
if single or $2,250 a year if you
are married to a non-working
spouse and file a joint retum. If
both spouses work, youmay be

able to contribute up to $2,000
each.

The sooner you make a
contribution, the longer your
eamings in the account can
compound tax-deferredinterest.
What's more, dependingonyour
income and whether you or your
spouse participate for your |IRA
contribution.

Look Ahead

CPAs emphasize that you
shouldn't let proposed tax law
changes throw you off course.
By understanding your options
and carefully reviewing your
personal financial situation, you
are prepared to take the steps
necessarytominimize your 1993
tax liability.

MONEY MANAGEMENT is
a weekly column on personal
finance prepared and distrib-
uted by Certified Public Ac-
countants. Contact: Nevada
Society of CPAs, 5270 Neil
Road $um 102 Reno NV
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NATIONAL FRANCHISE INITIATIVE AWARD

The Minority Business De-
velopment Agency (MBDA) of
the U.S. Department of Com-
merce announced today an
award of $149,000 to LISBOA
Associates, Inc., a minority-
owned communications, man-
agement and consulting fim, to
perform promotion and outreach
activities relating tothe agency’s
National Franchise Initiative.

The company will promote
MBDA's initiative by developing
and implementing outreach
strategies, including promotional
articlesforpublicationin national
newspapers and magazinesand
media manuals for use by
MBDA'’s network of funded busi-
ness assistance centers.

“MBDA’s National Franchise
Initiative is designed to promote,
increase and maximize minority
ownership of franchises.

Through our outreach efforts,
we are committed to informing
the minority business commu-
nity of all opportunities and op-
tions available for franchise
ownership,” Secretary Ronald H.
Brown said.

The minority community
composes more than one-fifth of
the American population but
owns only 6 percent of total
businesses and an astimated 3
percentof franchise businesses.
MBDA conducts Introductory
Franchise Seminars nationwide
to increase minority participa-
tion in franchising.

“This award will further in-
crease minority individuals’
awareness of the benefits, risks,
requirements and rewards to be
obtained in franchising,” said
MBDA acting director Gilbert
Colon.
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