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Budget busters 
Investing for Life: In Part 2 of an occasional series, four Orange County families face changing financial scenarios. 
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Making ends meet, and perhaps even making dreams come true.

Those are tasks that get more complicated when your income is slashed or you've lost a bundle on Wall Street – even with a financial adviser by your side. The faltering economy and crumbling stock market have hit many local families, including those who agreed to let the Register track their financial lives for a year. In this second installment of an occasional series, we update you on these four Orange County families striving to make the right financial decisions.

The families - the Domers, Elefantes, Lopezes and Garrisons - range from a young household with a new baby to a couple in their 60s on the cusp of retirement.

They are grappling with challenges that many people face, including buying a home, getting by without a steady paycheck, and adjusting their expectations now that the stock market has devastated their portfolios.

Throughout the year, these families are working with local financial experts who are volunteering their time. In exchange, the families are sharing their stories with Register readers, who can learn about financial planning through their struggles and successes.

Here's what's happened to them - the challenges they've faced and the key decisions they've made - since the beginning of the year.

GETTING STARTED
Ken and Kim Domer wanted to buy a bigger home, save for retirement and their baby's education - plus pare down student loans and credit-card debt. The couple did get that bigger house and managed to save some money for retirement and education. But the house is going to take more work than they first thought, and it has put a dent in their budget. While they lived off one paycheck and put off the task of tracking their monthly spending, they ran their savings account down to $500 - a level that makes them both nervous. READ THE STORY
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Young family pays price to move up 
The Domers acquire a bigger home for their new baby, but maternity leave and bigger mortgages stretch them to the max. 
By DIANA McCABE 
The Orange County Register 
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A growing family needs a bigger home and that was the key concern for Ken and Kim Domer: Could they afford to buy up in the red-hot Orange County housing market?

This young couple didn't want to buy just anywhere. They wanted to stay in Orange. The Domers were hoping to wring as much as possible out of the sale of their cute 1947 two-bedroom cottage, which measured a mere 950 square feet.

But budgeting was a problem. 

On top of contemplating a home purchase, the Domers had to juggle their retirement savings, college savings and debt as Kim Domer was starting maternity leave. The loss of her income would mean the two would need to pay close attention to their spending, something both admitted wasn't a concern before the birth of their first child, Cassie.

Their financial advisers, Bart Zandbergen and Lisa Tatman, strongly urged the two to set up a budget to track costs and help them save.

WHAT'S HAPPENED
In March, the Domers found a three-bedroom, two- bath house in Orange for about $329,000, which was within their housing budget. At 1,575 square feet, the home had a yard and was in a neighborhood with lots of children. Both Domers knew that the home, built in the early 1960s, would need a lot of work. But since Ken Domer had remodeled and rewired the previous home, they felt they knew what they were getting into.

The Domers walked away with about $86,000 from the sale of their cottage. Some of that went toward the purchase of their second home, but they also used it to pay off their $13,000 car loan and $7,311 in credit-card debt. That put them in decent shape for Kim's maternity leave. They would be without her extra income until September.

Still, despite paying off a chunk of their debt, the budget was tight. Their new mortgages, including a $16,800 equity line, cost $2,200 per month instead of $1,900. Ken's paycheck had to cover this new payment, plus contributions to the retirement accounts, Cassie's education savings and all living expenses. It wasn't enough, so the couple turned to their savings of $6,692 for relief. Instead of building their savings as they had hoped, they wound up running it down to $500. Having that little in savings was scary, they both said. "But our focus was getting through those months until Kim went back to work," Ken Domer says.

	

GETTING STARTED 
Ken and Kim Domer
Ages: 33 and 35
Home: Orange
Work: Ken Domer works for Orange County's Housing and Community Development Department. Kim Domer is a part-time school teacher.
Family: Cassie, 10 months old
Annual income: $69,000 and $9,000
Investments minus debt (January): $86,290
Investments minus debt (today): $78,900
Financial snapshot
What they have
• Cash on hand: $1,500
• Two Roth IRAs: $1,350
• Retirement plans (457 and 403-b accounts): $28,600
• 529 plan: $1,750
Portfolio total: $33,200
• They also have $74,000 of equity in their house.
What they owe
Excluding mortgages, they owe:
• Credit-card debt: $3,000 
• Student loan (total for both): $25,300
Debt total: $28,300
Adviser's No. 1 recommendation: Track spending.




Busy with a new home and baby, the Domers admit that their plans to keep track of their spending have fallen through the cracks. They purchased budget software but it remains unopened.

"I have great ideas for budgeting, but my follow-through isn't there," Kim Domer says. Many of her money-saving ideas, though, have been put into practice. 

She's become a great coupon shopper and has learned to shave her grocery bill almost in half. That's not something she did before Cassie was born. Now, Kim trades coupons with other moms and uses an Internet shopping list to spot bulk buys that will save her money on everything from toothpaste to diapers.

Instead of shopping for clothes at department stores, she finds bargains at Target.

What the couple didn't count on: how much work they needed to do on the house. The kitchen came first. The Domers immediately put in a new stove, dishwasher, refrigerator, air-conditioning unit, fixtures and flooring. The bill: $6,000. Some of that was put on a credit card with a 0 percent interest rate. The rest was paid for with the second mortgage. 

They painted the kitchen, dining room and living room themselves. Ken Domer has already started fixing the kitchen windows. But that's just the beginning. Long-term projects will include new plumbing and a bathroom remodel. At some point, the Domers must replace a broken garage door and redo their ceilings. But their immediate concerns: getting a new fence for the yard and sliders for the patio door - before Cassie starts walking, they hope.

To pay for some of the improvements, the Domers plan to increase their second mortgage by about $12,000. "I don't think we knew how much we'd have to change (in the house)," Ken Domer says. "Now with Cassie around, the work doesn't go as fast, either."

Now, with Kim headed back to teach part-time, the Domers are getting some much-needed breathing room in their finances.

Her paycheck will cover the mortgage, taking pressure off Ken's income stream, which now helps defray the $480 a month in day-care costs for Cassie.

But without a system to track costs, it's hard for Zandbergen and Tatman to make concrete suggestions - they don't know what exact expenses the Domers face.

"It's clarity," Zandbergen says. "You have to know what's going in versus what's going out."

A budget - a term that both experts say makes many adults shudder - doesn't have to be a complicated task. Putting figures down or at least seeing exactly how the money is being spent could help the couple formulate and reach goals they think may be out of reach right now, Zandbergen and Tatman say.

"It may call for a change in behavior," says Tatman. "You may have to forgo immediate wants to achieve a family goal."

The couple, Tatman says, has accomplished a lot, especially considering they faced major life events in a short span of time: a baby and a home purchase.

They've been able to pay off debt, boost their insurance and purchase their home - all goals from previous discussions.

WHAT'S NEXT
The couple need to build up at least three months of living expenses in their savings account, says Ken Domer. Both say that saving is the biggest priority, but Kim Domer says the idea of building up a substantial emergency fund is unrealistic right now.

"We have to build up at least $4,500 for the summer when I'm not working," she says. "You build it up and then it is gone and you have to start over again."

They want to reach a point where most of the major improvements on the new home are done so they can focus on building Cassie's education fund and securing her future. They both have boosted their life-insurance policies, but still need to set up a trust, power of attorney and will.

Zandbergen and Tatman want to review the couple's investments and look at possibly rebalancing their portfolio, something that was left undone from earlier in the year. They'd also like to talk to them again about keeping track of costs.



Contact McCabe at (714) 796-5081 or dmccabe@ocregister.com.
