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A

ACCESSORY APARTMENTS

LET’S BE HONEST. Your family probably isn’t the Waltons. Neither the homes nor the lifestyles of today’s average American family easily lend themselves to multigenerational households. That doesn’t keep many seniors from expressing the desire to move in with their children in their later years.

One possible solution to this dilemma is the accessory apartment: a small living unit that’s usually attached to the home of a son or daughter. It has a private entrance and its own kitchen and bathroom. It may or may not have an interior entrance into the rest of the house.

Accessory apartments can provide seniors and their families with the best of two worlds. They help seniors retain their independence; technically, they’re still living alone. Accessory apartments also allow seniors to remain with their families, which provides important emotional benefits and adds to their sense of security. For the family, it’s a much better arrangement than having the parent share living space with the rest of the clan. Everyone has more privacy, and family members can choose to spend time together or not as fits their needs and their moods. Just having a wall between everyone significantly reduces the friction that can occur when everyone is in the same home.

You may find your home is already set up to house an accessory apartment. Or you may need to hire a contractor to do some home renovation. If financing is an issue, I have two suggestions. The first is to use some of the money from the sale of your parent’s home to finance any necessary renovation or construction. The second is to obtain a home equity loan and cover your payments with part of your parent’s income. If you wish, once your parent is no longer living in the apartment, you can continue to rent it to provide an income stream, or you can reincorporate it into your own living space.

A variation of the accessory apartment concept is what’s known as the “granny flat.” The idea began in Australia: Under a government program, a prefabricated housing unit is installed on the property of an adult child. When the unit is no longer needed, it is removed.

In the United States, granny flats are known as ECHO homes (Elder Cottage Housing Opportunity). Here, the financing and installation costs are the responsibility of the family. Some home manufacturers are tapping into this market by offering ECHO units in the $15,000 to $20,000 range. When they’re no longer needed, the units can be converted to another use or removed and resold.

The downside of both accessory apartments and ECHO units is that they may raise your property taxes. They can also generate problems with neighbors. ECHO units, in particular, tend to become a point of dispute. You may also run into zoning problems. I think the increased need for senior housing will eventually force the removal of these regulatory problems, as more and more communities amend zoning laws to accommodate ECHO units. In the meantime, you may need to petition your local government to change its zoning ordinances. Recruiting local seniors organizations or religious groups to help will further your cause.

There are legal, tax, and insurance ramifications attached to these housing arrangements. Check with your lawyer and accountant before you decide to build an accessory apartment or install an ECHO unit. Speak to your insurance agent as well to make sure you have coverage for the new addition to your property.

Sure, it may be a bit of a pain to set up an accessory apartment or ECHO unit for a parent. But in my experience, it is less problematic than taking a parent into your own home.

———————

(See also home equity loans, home improvements, property taxes.)

ACCOUNTANTS

NEVER TRUST a rakish accountant. Okay, I’m overstating things, but just a bit. There’s a very fine line between charisma and sleaze. You want an accountant who projects stability, dependability, and integrity—someone who makes Steve Forbes look like a libertine.

But just because you want a conservative-looking and acting accountant doesn’t mean his role in your financial life is colorless and unimportant. Sure, his job description—an individual trained to prepare, maintain, and analyze personal and business financial records and statements—leads most people to think of him, if ever they do think of him, as a bit player in your life. That’s a big mistake.

A good accountant can help you as much as, maybe even more than, the flashiest stockbroker or financial planner. Your accountant can save you or your business a fortune by minimizing your tax bills and preparing financial statements. Accountants aren’t all the same. For instance, income taxes are far more subjective than you might imagine. Every year Money has a panel of tax preparers, enrolled agents, and accountants prepare a tax return for the same hypothetical couple. Rarely do any two of the returns end in the same result or agree with what the 1RS believes is the right answer.

An accountant can also take advantage of this subjectivity of numbers by helping package your financial information in a way that enhances your personal credit and your business s bank-ability and attractiveness to investors.

In order to get those kind of benefits from an accountant, you need to treat his hiring as a serious matter. Forget about dropping into the temporary storefront set up in the mall by a tax preparation service. Steer clear of your nephew, who just got out of college but is a real financial whiz—according to his parents. No one, repeat, no one, should use anyone other than a certified public accountant (CPA) or enrolled agent as a tax preparer.*

Hire a CPA

CPAs have earned those initials by passing rigorous exams. The general public might think of them as boring and unimportant, but they’re highly respected by the business world. That’s because, first, they’re required to constantly upgrade their knowledge, and second, their training has as much to do with ethics as it does with accounting.

CPAs can lose their credentials if they don’t maintain their professional standards and practices. In a world of sharp talkers, CPAs are almost always straight shooters. (Note the word “almost” and read the sidebar at the end of this item.) I’ve been with bankers who have questioned entries on a client’s loan application. When I’ve offered them letters from a CPA validating the information, they’ve treated the notes as an imprimatur. Of all professionals, the CPA has traditionally ranked at the top of the list for the most trusted adviser.

Another obvious advantage to CPAs is that they are year-round financial professionals. That’s obviously a necessity for business owners who pay taxes and borrow money throughout the year and need constantly updated financial information to make savvy decisions. But it’s also important for those who use an accountant solely for their personal tax returns.

Tax preparers hang out a shingle from January I through April 15 and then take off their accounting hats until the following year, returning to their full-time jobs as teachers, travel agents, and plumbers. A CPA, on the other hand, is available during the entire year to advise you on tax issues or other financial questions. And he will be right by your side if you’re audited. Try finding that fly-by-night tax preparer when you need help responding to a spaghetti letter from the 1RS.† Although I have great respect for accountants and their skills, I don’t feel most are qualified to act as business consultants or financial planners. Hire them to prepare your taxes, your business’s financial statements, and maybe your money tactics. Use them to help trim your tax bill and improve your chances of obtaining loans or enticing investors. But don’t rely on a run-of-the-mill CPA for strategic advice on what mutual fund to invest in or on how to develop your business. That’s a job for a specialized financial planner or an MBA-trained business consultant.

Look for the Young and Hungry

I think the best way to find a good CPA is through word of mouth. Ask your other professionals, particularly those whose businesses rely heavily on accounting services—physicians, bankers, lawyers, financial planners—for recommendations. If you’re looking for an accountant to represent you or your sole proprietorship, keep an eye out for a young individual or a small firm eager to build a client base. Although he may not offer the services or clout of an older, established CPA, he’ll likely charge far less, be more willing to work hard and go out of his way to meet your needs, and he’s more apt to be on top of the latest developments in his field.

I always look for young accountants who have worked for medium-sized firms but have just recently gone out on their own or started their own firm. Young accountants like that generally have a broad background and are often willing to grow with a client, learning about your specific industry or unique personal financial situation, yet they are still able to help you save money, keep records, and generate statements.

There are just two caveats about hiring a young and hungry individual or firm. If your business is in a highly regulated industry, it probably makes sense to hire a seasoned CPA with specific experience in your business or a midsized firm. And in your search for youth, make sure to check for baby fat. Youthful energy and enthusiasm are invaluable, but they must be balanced by common sense and candor. I don’t mind if an accountant doesn’t know the answer to a question and says he’ll find out. That’s better than winging it and covering up a deficiency in order to impress.

Look for Midsized Firms

If you’re looking for an accountant for your business and you’re either a partnership, a limited liability company, or incorporated, I’d suggest a medium-sized accounting firm. It’s great if you’re a business owner and your accountant has contacts with financial institutions, has a tax department on hand, and has estate expertise as well. You’re more apt to find that in midsize firms. Having an accountant with a good personal Rolodex, or whose firm has many contacts, is also a plus since he may be able to turn other clients into investors. After all, who has a better handle on how a company is doing than its accountant. And if that accountant or his firm also represents the investors’ interests, it can be an excellent match.

It’s also good if a business owner’s accountant has some teaching skills. He can help you become conversant with financial ratios, projections, and statements, making you that much more of an attractive investment or borrower.

Interview Each Candidate Thoroughly

Once you have a list of candidates, make appointments with each to discuss your needs. Bring tax returns and financial statements from previous years and be prepared to have a frank discussion of your financial situation. If any candidate refuses to meet with you or wants to charge for this initial conversation, scratch his name off your list.

Look around the accountant’s office when you arrive. Does the office look well-organized? Does the staff seem well-trained? Sure, these are superficial judgments. But if a candidate’s own office is a mess, he probably isn’t going to be very good at organizing your financial records. And if a candidate’s own staff appears incompetent, he’s probably not going to be very good at teaching you or your staff.

Look for someone who, while technically proficient, is also capable of speaking and writing in language you understand. If you don’t understand the advice you’re being given, it won’t do you any good.

Ask each candidate if he has other clients whose financial situation or business is similar to yours. Knowing your industry and the players in it can be a real plus. Find out if he will be handling your business personally or whether it will be assigned to a staff accountant. And ask the candidate about his education, both past and current. Any CPA worth his fee will regularly attend seminars and classes to keep up with the changes.

Speaking of fees, don’t forget to discuss them. Charges for accounting services vary according to location, experience, and the size of the firm, so it’s tough to generalize. But be prepared to pay between $200 and $1,500 for the preparation of a personal tax return, depending on its complexity. Your business should expect an annual bill of between $2,000 and $6,000 for tax preparation, and the occasional special statements for loans and other purposes. Make sure the fee and the ownership of documents is agreed on and spelled out in writing in an engagement letter. This will prevent any misunderstandings or problems down the road.

Granted, these fees may seem expensive, particularly if you’re accustomed to using a tax preparation service or preparing your returns yourself. But keep in mind that unless your financial situation is especially convoluted, you’ll only need a few hours of a CPA’s time every year, so you’re really only talking about a few hundred dollars. Believe me, it’s worth it just to know there’s a professional standing behind you. Consider it an investment in peace of mind.


You Know an Accountant Is a Crook if He …

• Has you sign a blank tax return or a return filled out in pencil

• Asks you to have your refund sent directly to him*

• Tells you he knows how to “get away with” not paying any taxes

• Promises you a refund without having looked at your numbers

• Takes a percentage of what he “saved you” as his fee



If you’re a business owner, you should feel no compunction about trying to negotiate the accountant’s fees downwards.

Negotiate Your Accountant’s Fees

The secret to successfully negotiating your accountant’s fees downward is to never imply he isn’t worth the stated amount. Instead, cite your own budget as the reason for negotiating, and discuss everything other than the value of the services.

Subtly suggest that you can compensate for paying a lower fee by bringing other clients to the accountant. For instance, your membership in a local business association or service organization can be an enticement for a young accountant looking to expand his client base.

An older, established accountant, or a midsized firm may not find that as valuable, however. In this case, the best way to save money is to ask for a reduction or the elimination of any advances or retainers. The very fact that the accountant is established or is part of a firm means there’s less of an need for such up-front money.


How to Ask the Uncomfortable Question

All CPAs believe that while tax evasion is illegal, tax avoidance is every citizen’s patriotic duty. Loopholes are written into the tax code intentionally. And most parts of the code are open to interpretation, at least until the IRS issues a ruling. That being said, a CPA must abide by a strict set of ethical rules and standards. He does not want to be asked for help in “evading” or advice on “how much to cheat.” On the other hand, if you’re like most taxpayers, you’re concerned that you may not have taken full advantage of all your possible deductions or be deducting as much as others in a similar financial situation. How do you get around asking what might be an uncomfortable question?

The key is to choose your words carefully. Explain to the accountant that while you’ve done a careful job of adding up your receipts, you’re only human and may have missed a few expenses. Note that you want to take an aggressive approach to your return without triggering any audit flags. Then ask if there are any areas where you appear to be claiming less than the average return of someone in a similar financial situation.* Conclude by explaining that if there are any such areas, you’ll go back and double-check your numbers now and make sure you’re more thorough on next year’s return.



Another option is to ask the accountant to provide fewer services in exchange for a lower fee. Perhaps you don’t need quarterly statements or you could outsource your payroll returns.

(See also audits, banking and bankers, financial planners, financial ratios, lawyers, location, negotiating, sole proprietorships, tax preparers, word of mouth.)

ADOPTION

ITHINK ONE of our society’s greatest advancements has been the shift in criteria for adoption. No longer are adoption rights granted only to people who satisfy some arbitrary notion of “normalcy.” Today, the criterion for adoption, quite rightly I believe, is what’s best for the child.

Most adoptions are regulated by the states. They either administer their own agencies or oversee agencies that they license and monitor. The agencies play the role of broker in bringing together children, adoptive parents, and birth mothers. Some adoptions are of infants. Others are of older children, sometimes in their teens, who have spent some part of their lives in foster care. If the process begins before the child is born, it’s quite common for adoptive parents to pay the birth mother’s medical costs and legal expenses associated with the adoption.

You may also have the option of a private adoption. Rather than being overseen by an agency, private adoptions occur when a couple seeking to adopt a child and a woman who wants to surrender a child are brought together by an intermediary. (In some states, however, intermediaries are not permitted.) Often this role is played by a lawyer, physician, or friend. Private adoptions have become more common in the United States in recent years. It’s not unusual to see classified ads placed by prospective adoptive parents seeking women who are looking for a home for a child.

As these adoptions have become more common, the issue of payment has come to the fore. It’s illegal to “buy” a child. Any money that changes hands is supposed to cover the legal expenses of the adoption and the medical expenses of the birth mother. If the intermediary receives any kind of fee, she risks prosecution—and so do you. However, the nature of private adoptions makes it very difficult to monitor such transactions.

International Adoptions

Many parents today are choosing to adopt children from other countries. Because of the complexity, most choose to go through agencies that specialize in international adoptions. There’s an incredible amount of paperwork to be filled out and a great deal of interaction with the Immigration and Naturalization Service. You’ll also need to be prepared to spend a lot of money. Some international adoptions can cost $20,000 or more.

You may be able to simplify the process by looking for people who have already adopted internationally and getting the names of private agencies and lawyers who assisted them. There are also support organizations that may be able to answer your questions and provide you with guidance.

Open Adoptions

In some cases, the relationship between the birth mother and the adoptive couple can become problematic. Most states have a waiting period during which the birth mother can change her mind and take the child back. Sometimes the birth mother will petition for the return of her child years later, claiming she was coerced or otherwise manipulated into giving up her child.

The growing trend toward open adoption has reduced such conflicts. In an open adoption, the birth mother relinquishes all legal rights and responsibilities, but rather than disappearing, stays in contact with the adoptive parents and her child. Visiting arrangements are sometimes worked out and she plays an active role in her child’s life.

The birth father must also be considered. Most states require that the birth father be notified of an impending adoption. If he wishes, he can agree to an open adoption. He can also choose to raise the child himself, assuming no questions are raised about his fitness as a parent. If he doesn’t choose to raise the child, however, he cannot prevent the adoption. The state will terminate his parental rights and free the child for adoption.

Adoption Records

In most states adoption records are automatically sealed to protect the privacy of everyone involved. In recent years, however, there has been increasing pressure to make the records accessible. There are provisions in some states to make adoption records available to children once they reach age 18 so they can learn the identities of their birth parents if they wish. Some states only allow this information to be revealed when the birth parents give permission. In some cases, if the adopted child learns that he has a serious health condition, the state will allow the records to be opened so any useful genetic information can be obtained.

Much of this controversy will become moot as states adopt Measure 58, a federal law giving adoptees the right to examine their records.* The law was passed in 1998 but was put on hold while the courts reviewed a lawsuit brought by several anonymous birth mothers. The Supreme Court released the hold in May 2000, and the first states to adopt it were swamped with requests.

——————

(See also lawyers.)

ADVERTISING

THERE’S AN OLD TRUISM in the world of business: Half of all advertising is wasted, but the problem is, nobody knows which half it is. Here’s my updated version of that aphorism: Almost all small business advertising is wasted, but the problem is, nobody wants to admit it.

Advertising is the most common form of marketing because, in theory, it offers the best chance to reach a great many people in a short period of time. In practice, I think advertising is the most popular type of marketing because it provides the biggest ego boost to the business owner. But this doesn’t mean that a small business shouldn’t advertise as part of its marketing plan—only that every business needs to weigh the pluses and minuses.

Traditional advertising is far and away the most difficult and expensive type of marketing. In my experience, most small businesses can more effectively spend their marketing time and money on publicity and promotion, or on nontraditional forms of advertising, such as the Internet. If, on the other hand, you’re a retailer or own another business that needs to advertise, roll up your sleeves and start doing some further analysis.

There are five major advertising mistakes: not spending enough; spending too much; not being ready for sales; poor positioning; and not knowing the customer. To avoid these mistakes, and to come up with a program that fits your business’s unique advertising needs, it is essential that you make a careful study of your market, dollar projections, and available advertising avenues.

Who, Why, How Much, When, What …

First, analyze your existing and potential customers. Who are they? Which of their needs are you meeting? What advantages does your product or service have over the competition?

Second, decide why you’re advertising. Is it to generate awareness of your business and its products? Is it to unveil a new product? Is it to sway customers from a competitor’s offerings to your own? Whatever the reason, your goal must be clear, because that’s what will determine the type and content of your advertising.

Third, come up with a budget. The best method is to think of advertising as just another cost of doing business. Consider your advertising, whatever its frequency or price, as an annualized cost. Advertising should never be undercapitalized. That will only lead to its failure. Research whether there are cooperative advertising funds available in your industry. Many manufacturers, for example, will provide funds for retailers to place their own ads touting the vendor’s products. There are also some advertising combines made up of businesses that have some aspect in common—location, for example.

Fourth, decide when to advertise. Here again, consult your market research. Does your business have seasonal ups and downs? Are the products or services bought habitually, or does the purchase need to be encouraged? How often can the customer be expected to make a purchase? Package goods companies generally advertise right away to launch a new product. But it can be self-destructive for a business to advertise too soon. One of the worst things you can do is advertise and not be able to handle the demand you’ve created. Customers you turn away empty-handed will never return.

The three most common advertising patterns are during peak seasons, during off seasons, and constant advertising. For example, if your customers act habitually, it’s important to advertise heavily before peak periods but also to keep a steady advertising presence all year. A ski equipment company, for example, will advertise most heavily in the fall and winter, but by spring their ads will have disappeared. A golf equipment business, on the other hand, will be more likely to advertise year-round, since golf is a year-round sport.

Fifth, give thought to the message you’d like to convey to your customers. To be effective, every advertising message must get the target’s attention, hold it, address a need, and foster an action, in that order. Failing in just one part of this sequence will result in an ineffective ad. Examine the competition’s advertising message and try to find an opening for your own, different message. Advertising agencies can be a real help in this area, but depending on the budget you’ve allocated, such assistance may be too costly.

… And Most Importantly, Where

Sixth, and perhaps most importantly, you need to select one or more advertising media. Weigh each by reach, frequency, demographics, and cost. Reach is the number of people who see the message and frequency is the number of times they see it. If you are looking to create awareness, you go for a broad reach; frequency, on the other hand, creates sales.

Because of the number of people reached per dollar spent, newspaper advertising is, in my opinion, the best deal available. For a relatively modest cost, you can reach tens of thousands or even hundreds of thousands of readers. The problem is, newspaper ads can become lost in the visual jumble of the pages. Small ads are easily missed.

Magazine advertising is more focused. Most magazines have a fairly specific audience, and this makes it easier for advertisers to reach their own target audiences. But magazine advertising can be expensive and, as with newspapers, an ad can disappear among the clutter.*

Telephone directories are effective because they reach people who have already made a decision to spend their money. How many times have you decided to buy something and reached for the telephone book? But what happened when you got to the listings of the product or service you were interested in? There were probably a confusing number of entries. Once again, an ad can easily be overlooked.

Direct mail, on the other hand, is impossible to overlook. This makes it one of the most effective methods of reaching customers. It’s selective, it reaches a broad audience, and when it works, it generates quick action on the part of customers. But it’s also expensive, and although it’s hard to overlook, it’s easy to discard. A lot of it ends up unopened in the recycling bin with the rest of the junk mail. The big advantage of direct mail is that years of study and analysis have turned it into a science. Experts can often predict response rates to within I or 2 percentage points. That means the direct mail decision usually comes down to whether or not you can afford to spend enough on the advertising for it to be profitable.

Private sale advertising can be extremely effective in creating and maintaining a stable of loyal repeat customers. A mailing or series of telephone calls to a solid customer list, offering a special “regular customer only” price, is an excellent way to firm up your business’s foundation of support.

Trade shows and conventions are popular with manufacturers and wholesalers interested in attracting distributors and retailers. They are effective methods of directly reaching a target market. The downside is the expense of travel, lodging, and having an exhibit designed and shipped to the site.

Billboards and transit advertising are effective in that they reach thousands of people. The problem is that each of those viewers only gets a passing glance at your message. A fair amount of market saturation is needed to make this form of advertising pay off.

Television reaches enormous numbers of people. And because it has the added advantage of mixing audio with visual images, it’s very effective at grabbing people’s attention. But expense is a serious issue, as is effectiveness. Even seasoned advertising pros concede it’s almost impossible to know if a television ad is reaching its intended audience.

Radio is much more affordable than television. It has the ability to reach large numbers of people and allows you to target a specific audience. Since the advent of television, radio has been forced to do an excellent job of closely tracking audience demographics and, as a result, offering a great deal of bang for the buck. But radio is also notoriously difficult to do well. Most people require the assistance of an ad agency or the station itself in creating a truly effective ad.*

The Internet, particularly the World Wide Web, is the newest and the arguably the most trendy advertising medium. Although the effectiveness of advertising on the Internet has been hard to measure so far, there’s no question it’s a viable place to put your message. The growth of the Internet has been exponential and it’s rapidly becoming a major marketplace. The problem is the nature of the medium itself. It allows consumers to control where they go and what they see. If they choose to ignore advertising, it’s easy for them to do. On the other hand, if they do become interested in an ad, the interactive nature of the Web allows advertisers to give customers more information than any other advertising venue. If you have an online business, your Web ad can even bring them right to your digital doorstep.

Track Your Results

After selecting which advertising media you’ll use, your final task is to devise some way of tracking the effectiveness of your advertising. You want to be able to compare your stated goal with the actual results. Among the best techniques are coupons, ad-mention discounts or rewards, and inquiries. Why is tracking so important? Unless you track your results, you won’t be able to determine whether the money you’re spending on advertising is worthwhile.


The Advertising Medium of the Future

I believe that by the end of the decade the Internet will be the primary advertising medium for small specialty businesses, whether they’re retailers, service providers, or manufacturers. Why?

• It’s interactive. No other medium allows a true back-and-forth dialogue with customers.

• It’s cheap. Spend $20 a month on an Internet connection and download some free software and you have the tools and ability to reach millions of customers.

• It’s self-defined. Internet users already gather in “places” with other people with similar traits or interests. Pardon the expression, but it’s like shooting fish in a barrel.

• It’s flexible. No other advertising medium lets you change your message so quickly and so cheaply to fit any variation from gender to geography—and then change it back the next day.

• It’s addictive. People are hooked on the Internet the way they were hooked when radio and television first appeared. And every day more people get online.

• It’s fast. No other medium lets you create a marketing package in hours, compile a list of customers in minutes, and send it to all of them in seconds.

• It has great demographics. Internet users are young, educated, and affluent consumers, and in just about every business in the world.

• It’s global. Your reach is limited only by your imagination. Your e-mail gets to Zaire as quickly as to Toledo, and your Web page can be seen just as clearly in Cologne as in Hoboken.

Ad Bartering and Discounts

Businesses that are low on cash but still need to get the word out to the public to build or maintain a customer base have alternatives to spending heavily for advertising. In some instances, they can turn to barter arrangements for everything from ad agency assistance in creating and laying out a campaign to swapping air time on radio and television in exchange for goods or services.

Barter time for radio and television advertising once flourished in the 1960s and 1970s. A “swap” was arranged: services or merchandise for programming. Today such arrangements are uncommon, but some radio stations may still enter into barter agreements, and it may be worth a few hours of telephoning to see if media time can be swapped for your company’s merchandise.

The Internet has expanded the world of bartering. According to industry reports, barter amounts to an estimated $16 billion a year, and some 1.2 million businesses are forecast to barter in North America alone within the next decade. Consolidation is underway in the industry, with three or four major players dominating the field. Online B2B (business-to-business) exchanges, including local ones, can list ad agencies and design firms that are willing to barter their services, along with printers and other suppliers you may be able to swap services with. Investigating these resources can prove a worthwhile investment.

In print media, magazine “remnants” of unsold space and newspaper “standbys” for ads that run when major advertisers cancel can provide important savings. Remnants in weekend newspaper supplements and television program guides can provide as much as a 40 percent discount while providing effective reach. The rules of the game are strict: the advertiser has hours, not days, to decide whether to take the space, and the ad must be ready to be placed immediately.



AGE DISCRIMINATION

EXPERIENCED, SAVVY, SKILLED PEOPLE in their forties, fifties, and sixties are regularly being canned and replaced with inexperienced, naive newcomers. Sometimes it’s because the younger person will accept far less in salary and benefits. Other times it’s simply because youth is “in” right now. Superficial corporate executives think they can boost their company’s share price by hiring some kids with nose rings and tattoos and setting up a Web site.

Unfortunately, this will remain a pattern until about 2008. Then, when most baby boomers will have hit the age of 60, the gray hairs will rule the roost. Until then, if you’re over 40 you’d better join me in keeping one eye open.

Think it can’t happen to you? It can. People from all walks of life and in all careers are discriminated against because of their age. Corporate vice presidents are just as vulnerable as folks who work in the shipping department. Some are quietly fired from jobs they’ve held for 20 years or more to make room for younger employees who are judged to have more energy and who definitely command lower salaries. Others are “shelved,” moved into positions of less responsibility and with no chance of further advancement. Then there are those who are discriminated against in the hiring process by employers who feel they’ll be less productive, reluctant to learn new skills, and more likely to miss work because of illness.

Age discrimination can be particularly hard on women, and not just those over 40. Women in the 25 to 35 age range are often overlooked for promotions or new jobs because employers think they’ll soon leave to have children. Women are also under more pressure than men to have a “youthful” appearance. By the time they’re in their fifties, many women find it difficult to even get a job interview.

I take this issue personally since I celebrated my seventy-first birthday during the writing of this book. I’m living proof that age isn’t a handicap in the workplace. In fact, I started down a new career path as I entered my eighth decade of life by closing my private office and joining an established law firm as a partner. My age wasn’t an issue with any of the seven different law firms who pursued me. What they cared about was my ability to attract and serve clients. That’s all that should matter. And according to the federal government, that’s all that legally can matter.

Your Legal Protections

The Age Discrimination in Employment Act of 1967 protects individuals who are 40 years old or older from employment discrimination based on age. The ADEA’s protections apply to both employees and job applicants. Under the ADEA, it is illegal to discriminate against a person because of his or her age with respect to any term, condition, or privilege of employment. This includes hiring, firing, promotion, layoff, compensation, benefits, job assignments, and training. The ADEA applies to employers with 20 or more employees, including state and local governments and the federal government. It also applies to employment agencies and labor organizations.*

In 1990, the ADEA was amended by the Older Workers Benefits Protection Act. This legislation specifically prohibits employers from denying benefits to older employees. It states that an employer can reduce benefits based on age only if the cost of providing the reduced benefits to older workers is the same as the cost of providing benefits to younger workers. In other words, every worker must receive benefits costing the same amount.

We’re all also protected by the Age Discrimination Act of 1975, which applies to people seeking financial assistance from the federal government. The ADA forbids discrimination at all age levels, ensuring that students seeking federal assistance for their education are protected.

Despite these laws, age discrimination charges are brought against employers every day. The Equal Employment Opportunity Commission receives more than 16,000 complaints every year. Many end up in court, where verdicts are shifting in favor of the plaintiffs. A landmark 1996 Supreme Court ruling found a company guilty of age discrimination for replacing a 56-year-old employee with an employee who was over 40. Prior to that case, most rulings held that age discrimination had not occurred unless the new employee was under 40.

Preempting Age Discrimination

Of course, everyone wants to avoid a legal battle, in which the big winners are always the lawyers. That means you need to preempt the discrimination by insuring you aren’t outdated or perceived as obsolete.

Take a realistic look at your skills and abilities and how they fit into your industry’s rapidly changing environment. Are you adept at all the new technologies and ideas in your business? If you’re not currently as comfortable with new processes and procedures as your younger peers, get on the ball. Immediately seek the training and education you need to be as up to date as anyone else in your business.

Don’t stop subscribing to the long-established industry bibles, but add the new hot publications to your reading list as well. For instance, read The Red Herring and The Industry Standard as well as The Wall Street Journal—and let everyone see your reading list has expanded.

Make a conscious and visible effort to network with younger people, not just your old cronies. And don’t bore them with your old war stories. Listen to what your juniors are saying and thinking. Wisdom comes from experience, not age.

Work on your image as well as your substance. That doesn’t mean trading in your Brooks Brothers suit for a Hugo Boss outfit. There’s nothing more pathetic than a 60-year-old trying to look like a 30-year-old. Instead, focus on your attitude and mannerisms. Smile. Be enthusiastic and optimistic. Exude energy and vitality. Walk with your head held high and a bounce in your step.

Don’t immediately shoot down new ideas in meetings by relating them to past failures. Use your knowledge and experience to help make those new ideas work by avoiding the pitfalls of the past. Most of all, show flexibility; demonstrate that you’re ready, willing, and able to change with the times.

If You’re Fired Because of Your Age

If you’re too late in demonstrating your youthful attitudes and flexibility and you suspect you’re about to be fired because of your age, you need to raise the issue calmly but forcefully and immediately.

As soon as you realize you’re being terminated, politely interrupt the designated executioner and ask for a pencil and paper to take notes. Say as little as possible, just asking for information to be repeated so you can “make sure you take everything down correctly."

Don’t nod reflexively, as most people do, whenever the other parties speak. Your acceptance is a valuable commodity, especially now. This will very subtly demonstrate your pique and determination.

When you’re asked to sign a release, refuse. Say that this has come as a shock to you and you’re in no condition psychologically or emotionally to sign anything. Explain that before you can respond to what has just transpired, you need to speak with a lawyer about the “special circumstances” surrounding your termination—unless of course they’d like to reconsider their action.* If you’re pressed to sign or they threaten to withdraw their “generous” severance package, say you’re making note of their threats, stand up, say they will be hearing from either you or your lawyer in the next couple of days, and leave. As soon as you can, contact your lawyer and get the name of a lawyer who specializes in employment law.


Signs of Current or Pending Age Discrimination

How can you tell you’re about to get canned because you remember the Kennedy administration? Here are a few signs:

• You’re rejected for one job after another even though you’re clearly qualified for the positions.

• You’re transferred from a position of responsibility within your firm to one with little responsibility.

• You’re moved from a position where you supervise many people to one where you supervise a few.

• After years of being trusted, your decisions are constantly questioned by your superiors.

• There are suddenly inconsistencies in how your job performance is evaluated by your superiors.

• Your company begins to hire large numbers of young people.



—————

(See also benefits, employees, employment agencies, job interview, lawyers, layoffs, networking, promotions, reading, termination, Web site.)

ALIMONY

ALIMONY ISN’T AWARDED as often as most people think. Judges consider a variety of factors when making this decision. Among them are each person’s age and health, the length of their marriage, and their ability to earn money, both now and in the future. In some states, they also consider the amount of property that’s involved and the conduct of the two parties. In most states, judges won’t award alimony unless one spouse has been completely dependent economically on the other for most of the marriage.* While that characterizes many marriages among the World War II generation, it’s less common among their baby boomer children.

The size of an alimony award isn’t the only concern; tax deductibility can be an issue as well. Even if alimony isn’t awarded by a judge, it often makes sense economically to agree to pay alimony rather than child support. This is because the IRS taxes alimony and child support differently. Child support payments are not taxed as income for the recipient, nor are they tax-deductible for the contributor. Alimony, on the other hand, is both taxable and tax-deductible.

Alimony in lieu of child support makes sense when one party makes a great deal more money than the other. For example, let’s say a couple—we’ll call them Bob and Mary—agrees to divorce. Bob makes $200,000 a year and Mary makes about $25,000. She keeps custody of the kids and he agrees to contribute to their support.

If Bob and Mary can communicate effectively enough in the midst of all the emotional upheaval they’re experiencing and crunch the numbers, they’ll discover that it’s to both their advantages for all the support to come in the form of alimony. First of all, Bob is in a higher tax bracket than Mary. The tax deduction that he’ll receive from his alimony payments will allow him to more than make up for the extra taxes Mary will have to pay. She agrees to not ask for child support and he agrees to pay more in alimony. Under this arrangement they both end up with more after-tax income.

There’s just one problem. Uncle Sam doesn’t operate with blinders on. The IRS is fully aware of the advantages of paying alimony rather than child support and will examine your situation very carefully if it becomes apparent that you’re pursuing this strategy.

The IRS has strict rules about what constitutes deductible alimony and how it must be paid. First of all, the payment of alimony must be described in a court decree or in a written agreement between the two parties. Any money paid informally before an agreement is signed is not considered alimony.

Second, alimony must be paid in cash or by check. It can’t be provided by services in lieu of payment or by the transfer of property. The payments can’t be deducted during any year for which the couple files a joint tax return.

There are also rules regarding the relationship between the two parties. If you’re both living under the same roof, any payments won’t be considered alimony. It doesn’t matter if you’re in separate wings of the house and go weeks without laying eyes on one another, you still won’t qualify. You must live in separate residences.

The best approach is to find the combination of child support and alimony that provides the best economic advantage without triggering an audit. My advice is to try to negotiate an alimony agreement you both can live with. If you can’t communicate effectively enough to reach an agreement yourselves, have someone who does divorce mediation get involved. You may find this strategy provides you both with the best solution. And once you reach an agreement, honor it.

An alimony agreement can be changed or stopped at any time with the consent of both partners. For example, the spouse receiving alimony may find a job with a significant increase in salary and agree to receive less each month. Or the opposite can happen: The providing spouse might agree to funnel some additional income to the recipient spouse. If the recipient spouse remarries, alimony is terminated unless both parties agree otherwise. Of course, alimony also stops when one of the parties dies.

—————

(See also audits, child support, divorce.)

ALLIANCES

ALLIANCES ARE NECESSARY EVILS. They are solely a means to an end you could not otherwise accomplish on your own, whether it’s evicting Saddam Hussein’s forces from Kuwait or landing the Microsoft account. I think the most realistic approach to alliances was that of Lord Palmerston, a nineteenth-century prime minister of England. He said, “We have no eternal allies and we have no perpetual enemies. Our interests are eternal and perpetual, and these interests it is our duty to follow."

What was true for the politics of the British Empire is also true for your business. Forming a business alliance isn’t the same thing as forming a partnership. You aren’t looking toward a long-term relationship. Instead you’re looking to develop a short-term relationship between your business and another business that facilitates the accomplishment of common goals that serve your interests.

The Basics

Business alliances can be defined by legal contracts that describe the responsibilities of all the parties involved, or they can be as simple as a handshake. They can be between two businesses or they can involve hundreds. Whatever their numbers, the members will be linked by a common need that can better be met by operating as a group than by remaining independent.

While there have always been alliances in business, they’ve become more common as the number of small service and technology-based companies has grown. Today’s information technology makes it possible for a single person in a week to do what it used to take 10 people to do in a month. But what if that one person is confronted by a project that requires more time and effort than he or she can do alone, even with the latest technology? What if that one person wants or needs to give the appearance of a larger organization in order to solicit work or clients that are beyond her individual capabilities? The answer is to form alliances with other small businesses. The alliances you create will be determined by your expertise, skills, and abilities and by the needs of your clients. If you don’t have all the expertise, skills, and abilities to fill those needs, you will have to find others who do.

Let’s say you’re an independent public relations expert. You think you’ll be able to sell a publicity campaign to a large retailer you’ve been pursing. However because of the size of the project, you won’t be able to do more than the planning and coordination role. Rather than avoiding the project because it’s too big for you, you look to form alliances with a handful of other businesses. You speak with a public relations writer you’ve known in the past who’s now out on her own. You contact a graphic artist who was once a coworker of yours and who now works from his home. You telephone a direct mail consultant you met at the local chamber of commerce. The writer puts you in touch with a freelance commercial producer and the artist introduces you to a good local photographer. Suddenly you’re not a one-person operation but a six-person agency.

That six-person alliance—or any alliance, for that matter—allows a small business to take on larger or more projects, offer greater and wider expertise to clients, do things faster and for less money, trim expenses and increase revenues. In effect, alliances let you retain all the advantages of your small operation while adding many of the benefits of a larger organization; you get the best of both worlds. In addition, your allies can eventually become marketing arms for your business, bringing in clients and opportunities you might never have gained on your own.

Structuring and Formalizing Your Alliances

These alliances can be structured in any number of ways. You could be a general contractor and the rest of the team could be subcontractors to whom you simply farm out work. You and one or more of your allies could form a limited partnership. Forming a virtual corporation isn’t out of the question, if the project is large enough. What matters isn’t so much the exact form of the alliance, but that the relationship is formalized and documented by a binding agreement. Again, this could be a simple letter pact or it could be a comprehensive contract, depending on the situation. Whatever the form of your agreement, it’s prudent to get your lawyer involved in the drafting of the document.

However simple your agreement, it should contain all of the following:


	The names of the individuals involved and their businesses

	The date of the agreement and the term of the relationship

	A general description of the project or goal of the alliance

	A specific description of the responsibilities of all the allies, including deadlines

	A specific description of the financial and nonfinancial contributions of all the allies

	A specific description of how and when money will be spent, collected, and divided

	Criteria for judging the quality of work

	Criteria for resolving disputes and dissolving the alliance




Making a Deal with the Devil

One day you may be faced with a difficult choice: In order to land a plum client or project you need to form an alliance with someone you either don’t trust or don’t like. Should you make a deal with the devil in exchange for dollars? Well, obviously it depends on how many dollars are involved. If it’s a potentially lucrative project, or it provides you with a rare opportunity to break into a potentially great market, you may want to temporarily swallow your pride. Just make sure every “i” in your agreement is dotted and every “t” is crossed. Remember, Churchill and Roosevelt held their noses and formed an alliance with Stalin in order to insure the defeat of Hitler. Even the grandest of alliances are still necessary evils.



Finding Allies

It’s fairly easy to find allies within your own industry or profession since you can draw on your networks of former coworkers and peers. But no one’s network is ever big enough. Be on the lookout for future allies at professional seminars, trade shows, or other industry functions.

If you need to find allies in other professions or industries, see if you can form a bridge using your existing network. Let’s say you need to find a Web site designer, but all your contacts are in the magazine industry. Ask your magazine contacts about any experiences or information they have with Web site design. Perhaps one of your art director friends could come up with a name for you, or at least a lead. Use that lead to start developing a Web site design network of your own.

You can also draw on your personal network if your professional contacts don’t provide enough leads. Ask friends, relatives, and people you know through social and community activities. Speak with your accountant, lawyer, and banker. Call up your dentist. Leave no stone unturned. Sometimes you find the best people in the most unlikely ways.

In selecting allies from among a group of candidates, pay as much attention to character as ability. If the people with whom you associate are professional and ethical, you will enhance your image. If they’re amateurish and corrupt, you’ll do more than lose this one project; you’ll tarnish your reputation.

—————

(See also banker, corporations, laywers, networking, partnerships, Web sites.)

ALLOWANCES

YOUR CHILD’S FINANCIAL FUTURE is in your hands. You can help turn him into a dollar dunce or a monetary master. This power doesn’t come from the money you save or invest for your offspring’s future. It comes from the pocket change you give him at the beginning of every week.

An allowance gives a child his first hint of the independence to come later in life and teaches him the basic financial discipline so many of the rest of the world is lacking. Since a child doesn’t have access to credit, he’ll quickly learn that the only way to get what he wants is to save for it.

To be effective, an allowance must be provided on a regular basis. I recommend a weekly allowance. Your child must understand that it’s up to him to make decisions about how much he can afford to spend and what purchases carry the most priority. If you simply give him money when he needs it or wants it, you, not he, become the decision maker.

Don’t tie allowances to an accomplishment like good grades. That brings an entirely different value system into play and distorts the real purpose of the allowance. Money for good grades is really just a form of bribery. What your child should be learning is that the real reward of hard work is the accomplishment itself.

Since planning is an integral part of money management, allowances should be given on the same day of the week. This gives a child a basis on which to make some rudimentary budgeting decisions. You should start an allowance at age 5 or 6. Prior to that, it’s a good idea to let your child pay for small purchases by giving him the money and letting him take care of the transaction. While this won’t teach him about budgeting, it will provide him with a basic understanding of the money-exchange process.

It’s important to step back and let your child make his own mistakes. If he doesn’t have the money for something he really wants because he squandered it on silly impulse purchases, that’s an important lesson learned. It teaches him the value of putting money aside for things that are really important. It may take a while, though. Most children are 8 or 9 before the concept of saving for a rainy day finally sticks. One way to give your child an early start is to have him target a particular toy he wants and then save the money needed to purchase it.

The amount of allowance you give your child will depend on your income, the socioeconomic level of your community, the age and maturity level of the child, and the type of purchases it’s intended to cover. Allowing a child to have a voice in the decision can be useful, but don’t let things get carried away. I’ll guarantee you that his idea of what’s necessary and your idea of what’s necessary won’t be anywhere close.

By the time your child is 12 or 13, you should be giving him enough of an allowance to cover his clothing and entertainment. You also can move the allowances to every other week or even monthly. By gradually making your child responsible for more of his own needs and forcing him to budget over longer periods, by the time he gets to college he’ll be able to handle lump sums of money meant to last an entire semester.

Your child can also learn from participating in your financial activities. Although I don’t suggest you go so far as to divulge your income to him—at least until he’s old enough to put it in perspective, anyway—showing him how you manage your household budget can be very instructive. If you’re saving for a new couch, explain how you elected to not go out to dinner and a movie one night and instead chose to put the money toward the couch fund. When the bills come for credit card purchases he saw you make, explain how you now have to write a check to the bank that paid the merchant for your purchases. You can also explain that if you don’t pay the entire amount by a certain date, the bank will assess an interest charge.

Keep one thing in mind as you teach your child about money. Although he’ll learn a lot from managing his own allowance, he’ll learn as much by watching you. Explain to him why you make or don’t make certain purchases, how you’re saving for his education, and why price is not necessarily an indication of value. If you’re wise with your money, he’ll learn to be wise with his.

——————

(See also budgeting, clothing, credit cards, entertainment.)

ANNUAL REPORTS

ANNUAL REPORTS are just about worthless as sources for investment information. Fledgling investors, prowling the financial horizon for promising places to put their money, think that annual reports are good places to start scouting. After all, publicly held companies must issue an annual report at the end of every fiscal year. The report typically includes information on the company’s philosophy and mission, detailed descriptions of its operations, a review of the year just past, and its future directions and opportunities. Sure, they provide a broad introduction to the company, its goals, and its products or services. There’s just one problem—annual reports are prepared by the companies themselves, which make every effort to appear as appealing as possible.

I know all about this packaging. When I was president of an American Stock Exchange—listed small business investment company, I spent as much time, or more, preparing our annual report and choreographing our annual meeting as I did running the company.

The One Kernel of Truth

Note that I said annual reports are “just about” worthless. I equivocated that little bit because there’s one section in every annual report where the naked truth is actually revealed. Usually in the back—after the cheery message from the company president and page after page of color photographs picturing happy employees and customers and endless paragraphs boasting of the company’s stunning accomplishments and bright future—are the numbers that paint the real picture of a company’s financial health.

That’s why I always tell my clients to start at the back when they’re reading an annual report, find the numbers, tear those pages out, and throw away the rest.

What to Look For

Here are some of the questions those numbers will answer, beginning with two of the most important.

What was the company’s profit (or loss)? The annual report will include a statement of earnings and expenses that answers a most basic question: Is the company making money? Most annual reports will compare the current year with the two or three previous years to give you some perspective.

What are the company’s assets and liabilities? The annual report’s balance sheet will compare the company’s assets and liabilities. Among other things, it will tell you how much money the company has in cash and short-term investments, how much long-term debt the company is carrying, how many shares of stock are outstanding, and the value of the stock.

What are the earnings per share? This is easily calculated by dividing a company’s profit by the number of shares in the company. A company that’s growing will show a steady increase in earnings per share. This figure is often included in the consolidated statement of earnings.

What’s the payout ratio? What percentage of its net earnings is the company paying its investors in dividends? Traditionally, payout ratios are between 25 and 50 percent. If they’re higher, it may mean the company isn’t earning enough to meet its obligations and still have a healthy profit left over. Be aware, however, that today, dividends aren’t viewed with the same importance as in years past. Most of the high-flying high-tech firms avoid paying dividends.

What are the company’s key policies and objectives? This is becoming increasingly important to some investors, who have certain political or environmental expectations in addition to the more traditional concerns about product, marketing practices, and return on investment.

Don’t Ignore the Fine Print

Since annual reports have more to do with marketing than they do with providing information, any potentially bad news is often hard to find. You can usually assume that the smaller the print, the less desirable the information.

Often the fine print is found in footnotes reserved for information about liabilities, debts that may be coming due, or lawsuits that are pending. Other times the footnotes will contain clarifications to statements made in the report’s text. It can be a chore to read it all, and that’s what the company is counting on. That’s all the more reason to read it carefully.

Do Additional Research

Obviously, on its own, the information in an annual report is insufficient for making an investment decision. You should scour the financial press for articles on the company and obtain additional company-prepared material, such as prospectuses and quarterly reports. The company’s investor relations department will be able to provide you with these documents.

You’ll also want to contact the Securities and Exchange Commission for copies of the company’s I OK or 10Q forms. These are required by the SEC and contain detailed financial information presented in a completely objective light. You’ll need to consult with independent rating services and get their take on the investment. Ultimately, this is the kind of information that should help you decide whether a company is a good investment or if you and your money should look elsewhere.


Check for the Auditor’s Statement

Every annual report should include a statement from auditors with an outside accounting firm that states they have examined the report’s financial statements and find them accurate. If the company claims accounts receivable of $10 million, the accounting firm will have called its customers to make sure the number is correct. If the report states that the company has I million widgets in its warehouse, the auditors will have visited the warehouse and conducted a physical inventory to make sure the widgets are really there and that they’re not obsolete.




The Critical Three Points

If you are going to review the entire annual report, these three items should be your primary focus:

1. Listen to the message. Although written in a strictly positive light, there will be underlying subtle messages interwoven throughout the narratives. Has there been senior management turnover? Is the industry facing regulatory changes? Are there profitability concerns? Even painted over, such issues will need to be touched on and addressed.

2. The business isn’t static. Don’t make the mistake of just looking at this year’s report. Go back two or three years. How has the message changed? How have the numbers changed? Is the company growing? Is profitability improving? Are costs getting out of control? Trends are far more telling than static numbers.

3. Cash is king. Income statements tend to blur operational results with noncash entries such as depreciation. Focus in on the statement of cash flow. How has cash changed as a result of operations? This is a critical determinant as to how the business is really doing.



——————

(See also employees, inventory, lawsuits, receivables.)

ANNUITIES

IN MY MIND, the single-premium immediate fixed annuity is the magic bullet of personal finance, solving the biggest problem facing most of my clients. Yet annuities remain the most maligned financial instruments around. While they are unique among investments in that they can provide you with a guaranteed income for as long as you live, for most of the twentieth century they were misunderstood. One type of annuity—the fixed annuity—was seen as a prudish kind of retirement plan favored by rich old maiden aunts. Another type—the variable annuity—was viewed as an aggressive tax-avoidance technique for mercurial investors. Before I get into its magical curative properties, let me back up and provide some background information.

All about Annuities

An annuity is simply a contract that guarantees a lifetime income. Generally it’s an agreement between an individual and an insurance company, although other institutions, including charities and corporations, enter into annuity agreements.

Annuities can be categorized by the nature of their income, premium, and payouts. If the amount of the income is established at the time the contract is signed, it’s called a fixed annuity. If the amount of the income is determined by the performance of an underlying investment portfolio, it’s called a variable annuity. In a single-premium annuity an individual makes just one lump-sum payment to the insurer. In a periodic-payment annuity an individual makes a series of smaller payments for a predetermined length of time and at set intervals, say, monthly for 30 years. Immediate annuities start paying an income immediately (actually, 30 days) after the total premium is paid. Deferred annuities don’t start paying out until some predetermined point is reached, say, age 65.

String these definitions together and you get a nearly total understanding of the product. For instance, a single-premium immediate fixed annuity is one in which you make one payment to the insurer who promises to immediately start paying you a fixed amount. On the other hand, a periodic-payment deferred variable annuity would require you to make a series of payments to an insurer who promises to pay you an income, of an amount to be determined, at a date some time in the future.

There are also options on how long the income from an annuity is actually paid. A single-life annuity pays an income only as long as the person who bought it lives. A life-with-period-certain annuity pays an income either for as long as the person who bought it lives or for a set number of

The Advantages of Annuities





The Disadvantages of Annuities






Mitigating the Downsides





Buy Only Single-premium Immediate Fixed Annuities


Buy As Late As You Possibly Can



Buy Only As Much As You Need at the Time




Rating Insurance Companies






The Charitable Option







Buy Only from High-rated Insurers or Solvent Charities


Shop Around Before You Buy


Couples Should Opt for Joint-and-Survivor Annuities




ANSWERING MACHINES AND SERVICES


Machines Are Fine for Everyone Other than Doctors and Vets






Selecting a Machine






The Digital Difference






ANSWERING MACHINE MESSAGES










Personally, Say As Little As Possible



Three Wise Messages
































ANTIQUES AND COLLECTIBLES




Buying Antiques







Buying Collectibles





Spotting Fake Antique Furniture




	Paint comes off in strips.

	There are different underlayers of paint on different parts of the piece.

	It has a pristine finish.

	It is completely painted.

	It is taller than normal due to the addition of casters.

	The feet have uneven bottoms.

	Rollers are smooth or even.

	The seat is more than 18 inches above the floor.

	The legs are perfectly round.

	The wear on the legs and back is even.

	The seat consists of two or more pieces glued together.

	The bed frame matches a modern-sized mattress.

	There’s no wear on the rope holes of a bed frame.

	A bed frame has no extra screw holes from previous mattress supports.

	All the wooden boards are perfectly flat and level.

	It’s a dining and drop-leaf table that’s 30 inches high.

	The table top has sharp edges.

	There’s no wear on the base or stretchers of a table.

	The table top is secured with L brackets or screwed from the top.

	The table top is made of many narrow boards.

	The back or bottom is painted or stained.

	The back is made of one piece.

	Plywood or fiberboard is present.

	There are empty nail holes.

	There are light-colored areas on the bottom, indicating that feet have been moved.

	There’s a lack of wear on the bottom indicating it may have been the top of a two-piece unit.

	The boards on the back match and are of good quality.

	Butt joints are used to construct the doors or drawers.

	The doors are worn in the wrong areas.

	The insides of drawers are finished.

	The drawers are joined with precise, even dovetails.

	The drawer interiors don’t match.







APARTMENT LEASES
















APPLIANCES


Buy the Most Reliable



Check Operating Costs





Warranties and Extended Service Contracts





Savvy Shopping








Mitigating Damages through High-Low Arbitration




ARBITRATION




When Is Arbitration Necessary?





The Advantages of Arbitration






Arbitration Clauses













ASSET ALLOCATION





Fixed or Flexible?






Risky or Conservative?



Different Strategies for Different Age Groups



Know Where You’re Headed



Portfolio Models







ATMS AND CASH CARDS










Cash Card Security






AUCTIONS





Buyer Beware



Tips for Buying at Auction



	Learn the rules of the game. Visit several auctions before participating. Carefully examine an item before bidding on it. Auction items are usually sold “as is.” If you discover a problem after you’ve purchased something, you’ll have little chance of getting your money back.

	Don’t assume an antique, art work, or other collectible is of exceptional value unless you’ve had your own independent expert authenticate it as such.

	Often most of the people attending an auction are dealers. If there’s no bidding on an object, there’s probably something wrong with it. Conversely, don’t assume that lively bidding on an object means it has unusual value.

	Arrive at an auction with a budget and stick to it. Also, decide beforehand on the maximum price you’ll pay for an item and stay within that amount. Otherwise, you’re likely to get caught up in the excitement of bidding and pay more than you should.

	Just because an auction is being held in a barn in the middle of nowhere and not at Sotheby’s doesn’t mean you’re more likely to find bargains. The best place to get good buys is at an estate auction. The objects being auctioned won’t have entered the antiques or collectibles market, so you may be able to find some bargains.

	Be particularly cautious when bidding online. Paying money for an object you can’t examine beforehand is extremely risky.












AUDITS




What Triggers an Audit?








Big Penalties for Cheating





Audit Tactics


Tricks That Don’t Work



	Having garlic or otherwise offensive breath or body odor

	Inviting the auditor out to lunch

	Bringing a crying baby with a dirty diaper to the audit

	Setting up an appointment for late on a Friday afternoon















Your Rights in an Audit



My Advice: Find a Hired Gun and Play It Straight









AUTOMOBILES




Function, Not Fashion




The Case for and against Leasing




















Buying and Leasing Dos and Don’ts




	Do all your research about various

	Do all your research about various models’ performance, repair, and safety records before you go to a dealer.

	Don’t select a car without first checking with your insurance broker about how much coverage on that particular model will cost.

	Don’t buy or lease from a particular dealer until you contact your local office of the Better Business Bureau and ask about any complaints on file.

Let Your Fingers Do the Shopping






	Don’t let the dealer see your current car—that will keep him from making judgments on what you can afford.

	Do try to sell your old car on your own rather than trade it in. You’ll get more money and the buy/lease deal will be less complicated. If you can’t be bothered selling it on your own, ask for a trade-in equal to 90 percent of its value in the Kelley Blue Book—and don’t settle for less than 75 percent. If you’re leasing, your trade-in’s value should be deducted from the car’s capitalized cost.

	Do look for a “subvented lease,” which will be subsidized by the manufacturer.

	Don’t pay preparation charges, dealer exchange fees, ADM (additional dealer markup) charges, or for Scotchgard treatments or rustproofing you haven’t ordered on your own. Advertising and destination fees, on the other hand, are legitimate charges.

	Do make sure the definition of “excessive wear and tear” is spelled out in the lease document.

	Don’t sign the dealer’s loan offer right away. While you’ll usually get a better loan interest rate from a dealer than a bank, double-check to see if your bank will beat the dealer’s best offer.

	Don’t drive away with the car until you’re completely satisfied with the car’s condition. Drive the car off the lot and it’s now your problem.





AUTOMOBILE INSURANCE


Why Is Automobile Insurance So Expensive?






Fault and No-Fault


Trimming the Coverage









Other Ways to Save



	Insuring more than one vehicle with the same insurer

	Buying your auto, homeowner’s, and umbrella liability insurance from the same insurer

	Letting your insurer know your car is garaged or otherwise parked off the street and isn’t used for commuting

	Not letting your teenagers have their own car or use your car more than 50 percent of the time

	Sending your teen to college more than 100 miles from your home

	Taking advantage of discounts for defensive driving courses and student drivers who get good grades

	Buying cars with passive safety devices like air bags, antilock brakes, and automatic seat belts

	Buying cars with antitheft devices

	Paying the premium bill in full rather than incurring interest charges

	Shopping around for better rates from known low-cost insurers such as GEICO and USAA.





AUTOMOBILE LEASING







Bargain Leases




When Buying Does Make Sense







AUTOMOBILE LOANS





Nondealer Financing




Taking Out a Loan versus Paying Cash






Dealer Financing




Borrowing from Yourself


Make It Quick




AUTOMOBILE OWNERSHIP


Calculating Ownership Costs



Depreciation



Insurance



Finance Charges


Taxes and Registration Fees


Maintenance


Repairs



Fuel


Using Your Information




AUTOMOBILE RENTALS


Will You Even Be Able to Rent a Car?






Insurance Coverage




Protecting Your Wallet



Weekend Savings










AUTOMOBILE REPAIRS



Finding a Repair Shop You Can Trust



What to Watch Out For










How to Protect Yourself












Last Resorts


AUTOMOBILE SHOPPING



Decide What You Need




Decide What You Can Afford


Do Your Research




Online Auto Shopping





Dealing with Dealers
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