Shedding Extra Homes

One way to raise your living standard is to sell
extra homes, assuming you are rich enough

to own more than one home. Take Earnest
Hammokway and his wife, llsa. Both are cur-
rently age 60 and make $100K each. Collec-
tively, they have $150k in regular assets and
$800K in retirement accounts. Their primary
home is valued at 750K and their vacation home
on the Two Hearted River in Newberry, Michigan
is valued at 300K. They have 10 years left on the
primary home’s mortgage and 15 years left on
the vacation home'’s.

Earnest and llsa want to retire in five years and
are trying to decide whether to sell their primary
home when they do and move into their vacation
home, making it their new primary home.

We used ESPlanner to help the Hammokways
understand how such a move will change their
lifetime living standard.

We took 15 minutes to enter their data inputs.
Then, with a click of the mouse, we generated a
set of reports that include the annual recommen-
dations shown in the first table. Consumption
represents the amount of money the couple has
available to spend after paying their off-the-top
expenses, including housing and taxes.

The per-adult living standard is consumption
scaled to reflect the assumption that two adults
live as cheaply as 1.6. In this case, the Hammok-

Annual Recommendations Assuming No Sale
Living
Ernest's |Beth's Standard
Ernest's | Beth's Life Life er

Year {Age  |Age |Consumption|Saving |Insurance Insurance|Adult
2007 {60 60 56,969 27,228 156,749 56,749 35,606
2008 {61 61 56,969 28,661 {7,308 7,308 35,606
2009 |62 62 56,969 28,669 {0 0 35,606
2010 |63 63 56,969 28,778 10 0 35,606
2011 164 64 56,969 29,545 10 0 35,606
2012 |65 65 56,969 (28,315) 10 0 35,606
2013 |66 66 56,969 (28,337) {0 0 35,606
2014 167 67 56,969 (27,189) {0 0 35,606
2015 168 68 56,969 (26,989) {0 0 35,606
2016 |69 69 56,969 (26,637) {0 0 35,606
2017 ;70 70 56,969 (6,684) 10 0 35,606
2018 |71 7 56,969 (6,723) {0 0 35,606
2019 {72 72 56,969 (6,777) {0 0 35,606

ways can achieve a living standard of $35,545
if they retain both homes and keep to their
mortgage payoff schedule. However, if they sell
their primary home and move into their vacation
home, their living standard will rise to $51,049
as shown in the second table. That's a 43.62
percent increase in the Hommokways’ annual
living standard!

The housing report at right shows the couple’s
annual housing expenses if they sell their pri-
mary home. In particular, the report shows, under
Net Home Purchase, the proceeds from the sale
of the primary home net of the mortgage payoff
and net of an assumed 6 percent sales commis-
sion. The program incorporates user-specified
real appreciation in house values and also calcu-
lates any capital gains taxes that are due on the
sale of the primary home taking into account the
available exemption on capital gains arising from
the sale of primary homes.

Annual Recommendations with Sale

Living
Ernest's | Beth's Standard
Ernest's | Beth's Life Life Per
Year | Age Age {Consumption{Saving ! Insurance | Insurance | Adult
2007 | 60 60 81,679 2,802 0 0 51,049
2008 |61 61 81,679 3,504 0 0 51,049
2009 | 62 62 81,679 3380 {0 0 51,049
2010 {63 63 81,679 3,307 0 0 51,049
2011 ;64 64 81,679 3,889 0 0 51,049
2012 |65 65 81,679 570,628 {0 0 51,049
2013 |66 66 81,679 (20,849) {0 0 51,049
2014 167 67 81,679 (19,813) 10 0 51,049
2015 ;68 68 81,679 (19,954) {0 0 51,049
2016 |69 69 81,679 (20,110) 10 0 51,049
2017 {70 70 81,679 (20,282) {0 0 51,049
2018 171 71 81,679 (20,469) 10 0 51,049
2019 ;72 72 81,679 (20,673) {0 0 51,049
2020 {73 73 81,679 (20,894) 10 0 51,049
2021 ;74 74 81,679 (21,131) {0 0 51,049
2022 {75 75 81,679 (14,768) 10 0 51,049
2023 |76 76 81,679 (15,152) {0 0 51,049
2024 177 7 81,679 (15,551) 10 0 51,049
2025 {78 78 81,679 (15,964) {0 0 51,049
Housing
Maint
Rent and Net
Ernest's | Beth's | and Property | Condo | Homeowner's | Home | Housing | Mortgage
Year {Age  {Age |Rental|Mortgage | Tax Fees |Insurance |Purchases | Expenses |Balance
2007 | 60 60 0 37,060 5,000 0 14,000 0 56,060 272,110
2008 | 61 61 0 35,981 5,000 0 14,000 0 54,981 245,615
2009 |62 62 0 34,933 5,000 0 14,000 0 53,933 218,689
2010 {63 63 {0 33915 {5000 [0 14,000 0 52015 191,908
2011 |64 64 0 32,928 5,000 0 14,000 0 51,928 165,246
2012 | 65 65 0 31,968 5,000 0 14,000 (625,578) 1(574,610) {59,257
2013 | 66 66 0 8,635 2,000 0 12,000 0 22,635 52,623
2014 {67 67 {0 8,384 2000 {0 12,000 0 22384 146016
2015 | 68 68 0 8,139 2,000 0 12,000 0 22,139 39,430
2016 | 69 69 0 7,902 2,000 0 12,000 0 21,902 32,859
2017 {70 70 0 7,672 2,000 0 12,000 0 21,672 26,296
2018 {71 710 7,449 2000 {0 12,000 0 21449 19736
2019 {72 72 0 7232 2,000 0 12,000 0 21,232 13170
2020 {73 73 0 7,021 2,000 0 12,000 0 21,021 6,594
202174 74 0 6,817 2,000 0 12,000 0 20,817 0
2022 {75 7510 0 2000 {0 12,000 0 14000 {0
2023 {76 76 0 0 2,000 0 12,000 0 14,000 0




