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23]
EXAMPLE: PORTFORIO ESSAY_
FAMILY FINANCE BY MIKE QUEEN

Like many people, [ cannot recall being taught about finance as a child or young adult. As my
adulthood progressed, various job promotions brought more and more income to my household. It was
frustrating to find that we continued to live paycheck-to-paycheck, despite our rise in income. It
seemed the old saying was true, the more we made, the more we spent. A series of events and
experiences that followed acknowledment of our financial problems helped me to learn how to
manage our family's finances in a systematic fashion. In this essay I will explain how we awakened
to the problem and how I learned to budget our household,invest for our future, finance our growth,
profit from real estate, and insure to protect us.

The Awakening

One day an advertisement arrived in the mail from a firm that promised to grant me the abilitiy to
control my finances and acquire wealth. 1 realized how financial issues rarely crossed my mind. I
determined that I was making a lot of money, but going nowhere fast. I realized that without a
financial plan, our spending went unrestrained, and we were not building our savings. I soon
concluded that I was making a very big mistake by ignoring my family's finances and that it was time
to do something about it.

[ initiated my financial education by purchasing Successful Investing & Money Management (refer
to item A), a home study course offered by the Hume Group Inc. of Atlanta, Georgia. Through
this self-study course I trained for 18 months. Every three weeks, two lessons arrived at my door.
Each lesson concentrated on a single subject and included thirty to forty pages of material. Often
these lessons directed me toward other sources of information such as books and periodicals available
at the local library.

One of my first lessons gave me the task of discovering my current financial position. 1 followed
the instructions and examples provided by the text. I gathered our records and built our first
household financial statement, the balanse sheet(refer to item B). The balance sheet enabled us to
compare what we owned against what we owed.

The next lesson I received dealt with budgeting . Using my check book register, I generated a list
of monthly incomes and expenses for the prior six months. With list in hand, I undeatook the tasks
of building income (refer to item C)and cash flow statements. These two statements allowed us to
see where our income came from and how it was distributed through our expenses.

I discovered that our household had a negative net worth. The cause of this, 1 noticed, was that

we had spent very foolishly. As I investigated the budget further, I foresaw that monthly spending



would be more volatile that monthly income. Additionally, it seemed that for our household, a cash
flow statement did not provide any more additional information that the income statement. This was
largely due to a limited number of income streams and expense avenues.

I observed that although bl.'ldgeting was very rewarding, it was also very time consuming. [
ascertained that I needed software to perform financial budgeting and planning in a timely and error
free manner (refer to item D). It appeared that having developed a budget, our financial
requirements were predicted with a higher degree of accuracy. 1 saw that planning of our major
expenses could be anticipated and accounted for.

, It Takes the Whole Family

After further analyzing my financial situation, I developed financial goals for my household. Goal
number one was to eliminate our accumulated debt within eighteen months. Goal two was to build
checcking and savings to the equivalent of two quarters' salary. Goal three was to begin building
long term savings for our children's college expenses and our own retirement. With these goals in
mind, I then formulated a financial plan.

I realized that the interest rate curve favored early entry into a savings plan to make the most of
compounding interest. 1 questioned my ability to grow income fast enough to build savings at the
rate I desired. I hypothesized that successful investment could make up some of the shortfall from
our slower-than-desirable income growth.

Through sacrifice and diligence, we eliminated all our household debt with the exception of our
mortgate. | generated a plan that would take the money freed by debt reduction and redirect it to
savings. I opened a brokerage account at Charles Schwab, Inc. and began making deposits into a
money market fund.

As I made my deposits, I noticed that saving required much more discipline than I had expected.

It was very easy to find another use for money targeted towards savings. On one occasion, I diverted
money designated for savings into a car stereo. I did not really need a new stereo. This one just
had more gadgets, and gadgets sparked my urge to spend! From this and similar experiences, I
concluded that a voluntafy savings plan was not going to work for us. To counter the savings threat
that impulse spending imposed, I filed a payroll deposit agreement with my broker. Now the money
meant for savings never fell into our hands. |

Saving was not the only problem though, as more than once we failed to meet our monthly budget.

It was then I discovered that a family budget takes the entire family's participation. We had been
cheating by nickel-and-diming our budget away. A baseball cap, another music CD, a new toy* *
each of us had concluded that ten dollars” wouldn't hurt." Through detailed review of our budget at
the end of each month, we were able to see how these small expenses added up, and we eliminated
our overspendeing.

The savings plan process illustrated to us that we could gain wealth and that was a wonderful
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feeling. 1 discovered that rather than going shopping during our idle time, we could focus our
attention and imaginations on acquiring wealth, and how to learn more about acquiring it. An
additional benefit was that having successfully budgeted my household finances, 1 saw that I could
begin to apply this knowledge at my workplace,where budgeting is also a major concern.

Our first Investment

Having established financial stability, I now began to invest. By comparing companies in the same
business, I learned that a good balance sheet and predictable earnings often separate good investments
from bad. By reviewing the price and volume history of many stocks, I realized that large price
fluctuations occur because a number of people suddenly discover, or suddenly change their mind
about, the company's prospects.

Putting my new knowledge to work, I bought shares in a small natural gas distribution company,
Grand Valley Gas Company (refer to item E), which I had selected from an investment newsletter. I
formulated several rations from data in the company's annual report. I evaluated operating margin,
debt-to-equity, inventory turnover, and return-on-equity. The financials of the company tested solid.

Earnings were rising, debt was low and the asset turnover rate was high. Only a few analysts
followed the stock, so it was waiting to be discovered. I also believed that the natural gas industry
had a bright future. I directed my broker to buy 500 shares at seventy-five cents. Twenty months
later, after a two-for-five reverse split, I sold my first stock investment (refer to item F)at $8.375 a
share, a 347-percect gross profit!

I was very happy at this time, for I had correctly diagnosed a profitable situation. It seemed my
financial education had charged my way of life for the better. It puzzled me that I had not taken
these steps years ago. I contemplated what other investment experiences lay ahead.

This exercise illustrated to me that all business activity is really investment activity. Business
money is not spent, but is invested either wisely or poorly, toward future return. I decided that my
household could profit by doing the same. This knowledge has also improved my ability to feel
comfortable about my job security, as I have identified signs of financial stability within my
workplace.

The Dreaded Leaf Shredder

Successful investing led me to learn more about finance. I recognized that debt is supposed to be
used as leverage to increase assets, for example, a mortgage or a margin loan. Debt should not be
used to purchased items that do not add to wealth, such as my garden leaf shredder.

My eight-housepower, super-duper,shreds-all,leaf shredder cost $1,112. The manufacturer gladly
extended credit at a 16.95 annual percentage rate. By the time I finished my payments I had paid
another $1,500 in interest, bringing the total to over $2,600. After making several batches of superb
compost for use in my garden, the leaf shredder went into the corner of the garage. To make a long

story short, my leaf shredder has not moved for over four years now. My $2,600 investment did not
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substantially increase my assets, does not provide any income, and has not added greatly to my
family's well being. 1 had financed nothing of substance and had done so at a very high interest rate.

I ascertained that 1 had done a poor job of financing not only my leaf shredder, but my home and
everything else for which we had borrowed money. I concluded that the household borrowings and
credit card debt we had accumulated could have easily been financed at lower rates. When I borrow
again, I will first identify multiple sources of finance. I will then settele for the agreement that
provides the lowest total cost.

Look Before You Leap

Although I knew that real estate could be very profitable, I questioned my ability to invest in real
estate beyond my own home. 1 realized that direct investment in real estate often requires a large
sum of money. I also realized that real estate could also be hard to dispose of when interest rates are
high or when demographics change.

As T began to study real estate principles, I learned that real estate was a "hard" asset and was not
likely to disappear as are some paper or "soft" assets. I observed that, in real estate, location is
everything. People have always gathered around desirable properties. 1 learned that desirable
commercial and residential rental properties could provide substantial income {lows.

With my Lotus 1-2-3 spreadsheet, I tested various income producing models to see how well rental
income covered expenses at different occupancy rates. I customized my model with other variables,
such as energy prises, maintenance and major repairs. I observed that rental properties were more
complex and risky than I had expected. I concluded that rental properties would be too non-liquid and
too risky for us, with our children's college education needs only a few years away.

I evaluated real estate investment trusts (REITs) as possible investments. Using a charting
service [ subscribe to, I identified two REITs that held promise. The most promising, United
Dominion, had a prolonged period of sustained share price increases and stable dividend payments.
A second stock, First Union Realty, had been beaten down by the market and was possibly nearing a
turn-around point. The economy appeared to be picking up, and I held off purchase until I could see
how the two stocks reacted to a rise in interest rates. I am glad I looked before I leaped.

Rising interest rates have since shown that REIT prices also come down (refer to item F). My two
investment candidates declined tewnty-four and thirty percent, respectively, during the twelve months
following my first look at them. I have however, established that REITs should eventually become
part of my investment portfolio. The value of real estate cannot be denied. While I wait, I have
composed spreadsheets to help monitor demographics and interest rates, and when I determine that
they are favorable again, I will purchase shares of one or more REITSs.

The Assurance of Insurance
Although it is difficult to insure against investment losses, it is much easier to insure against life's

other ups and downs. Even though the probability of need may be small, insurance should be used to
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protect loved ones as well as property. Just like my family, insurance is not static. It must be
realigned periodically to keep up with changes in costs, income, and assets.

As 1 organized my insurance, I discovered that my insurance coverage was inadequate, and I could
save money by reducing my premiums. To begin, I estimated realistic life insurance coverage needs
for my family. I calculated the amount of life insurance coverage it would take to pay off our
mortgage,provide for the children's college education, and supplement my wife's income enough so
that the family's standard of living would not be drastically changed.

For my home insurance, I selected coverage amounts that adequately cover a total loss of the
dwelling and contents without becoming excessive. Excessive coverage would have driven the cost
of the premium beyond what was necessary. Once I had proper home coverage, | increased my
deductible. By doing so, I drove down my premium, and the money saved was redirected to our
savings account.

I discovered that insurance was not as difficult as I had anticipated. Before this learning
experience,l had already known that life insurance protected assets. I now observed the importance
of short-term and long-term disability coverage for the protection of income. To my dismay, my
group disability plan at work provided little coverage. I extended my coverage period with a
supplemental policy.

The knowledge 1 collected through my insurance experience helped when 1 was "volunteered" to
become a member of an insurance policy board formed at our workplace. We were responsible for
recommending a medical insurance policy to the general workforce that gave the best value for the
cost of the premium. With my new knowledge I helped others struggle through the process of
picking an adequate plan.

Adequate insurance coverage has eliminated the majority of our concerns over what life would be
like, if 1, as the major source of income, should turn ill or if something worse should happen. As a
bonus, with our lower premiums we were able to create new funds for savings.

Conclusion

For someone who knew absolutely nothing about household finance, I feel I have come through
this learning process with significant new knowledge, probably the most significant knowledge I will
ever obtain. Household finance has opened the doors into the world of money, a world I did not
even know existed before my learning experience.

My family and I have navigated our way from the shock of financial awakening, through the
confusion of a first budget, and onto the constant monitoring of investments. We have witnessed the
complexity of finance, the significance of real estate,and the necessity of insurance. We have done
these things without losting our sanity or falling back upon our prior bad financial habits.

Our financial needs have been addressed and we are much better off for it. My family no longer

lives paycheck-to-paychech. We have defeated our financial insecurities. Thr feeling of confidence
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generated by the results of this process is one of my family's most treasured supports.
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Experiential Learning in the United States:

Prior Learning Assessment through Portfolio
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This paper presents the status of experiential learning and assessment in the United States. It is
well known that the number of non-traditional students has been increasing rapidly in the United
States and an assessment system and method toward experiential learning have been developed.

The purpose of this paper is to present the overall picture of prior learning assessment in the United
States as well as to show how portfolio assessment is introduced in American Universities. To do so,

the paper will show the case study of Regis University which introduces the portfolio as the prior

learning assessment system.
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