
 

Dallas FSP Case Studies for February 2017 Program 

Case Study #1 Recent Retiree 

Harold Walker (61) and Helen Walker (63), married 40 years, 3 adult children, 7 grandkids 

Harold has retired (somewhat against his will due to health concerns) as a VP/Research Fellow with 

Texas Instruments after a 35-year career, with maximum Social Security base wages each year.  Helen 

was a stay at home mom and is not eligible for Social Security retirement benefits from her own 

account.     

They live in Richardson, Texas in the same house for 30 years, which has a FMV of $300,000 and no 

mortgage.   They still own their first home in Richardson Heights, and rent it out for $1,000/month.   The 

tenants have announced they will not renew the lease.   The FMV of the house is about $120,000 with 

no mortgage.  Taxes and maintenance have averaged $400/month.   Helen wants to sell it and Harold 

wants to keep it rented. 

As part of his compensation with TI, he is receiving a portion of the royalty interest on his 125 patents, 

which totals currently $2800/month.   As technology changes and sales decrease, the income from his 

patents will diminish to zero over the next 5 years.    

His 401k plan has $1,400,000 of FMV, which includes $400,000 of TI stock with a basis of $100,000. 

He did a review of his social security optimization, and plans to apply for $2100/month benefits next 

year at 62, with Helen receiving spousal benefits of $1100/month. 

He is eligible for an immediate pension benefit of $3500/month, life only or $3,150/month Joint and 

100% survivor.   Alternatively, he can take a lump sum benefit of $500,000. 

They have $150,000 in joint savings accounts, two paid for cars, and are members of Canyon Creek 

Country Club. 

Total personal living expenses are $7000 month, after taxes.  Their current plan is to live off savings until 

social security kicks in next year, allow the 401k plan to grow and take the $3150/month pension now.   

They are concerned that the royalty income will be decreasing. 

 

Given these facts, and with permission to make whatever clarifying assumptions 

are necessary, what do you see as the BIGGEST FINANCIAL OPPORTUNITY OR 

CONCERN. 



Case Study #2        Business Owner 

Fred Majors is 46, divorced ten years ago and not remarried, but dating.  Fred owns a carpet supply 

distributorship.   Majors Carpet and Flooring Supply, that sells wholesale to carpet installers and 

contractors.   They have 3 locations in Texas and one in Oklahoma.   He has 15 total employees, 

including Karla, his 22-year-old daughter, who does the “back room accounting, payable and 

receivables.”   His son, Fred Jr. (16) lives with his ex-wife in San Antonio.  He pays child support of 

$400/month.   His ex-wife remarried three years ago.  Under the terms of the divorce, Fred has no legal 

obligation to provide for college costs, but he helped pay for Karla’s business degree at UNT, so he feels 

some obligation to do the same for Fred Jr. 

Majors Carpet and Flooring Supply, Inc. is a sub-s corporation, with 100% owned by Fred.  He takes a 

salary of $2000/week, which covers his personal living expenses.    The 3 year average profits have been 

$200,000 on the K1.   But, there never seems to be enough cash to distribute all the profit.   He 

distributes enough to pay the taxes and leaves the rest in the business.   Currently there is $225,000 of 

cash in the business checking.   His business has never offered a retirement plan or health insurance to 

employees.    A competitor recently offered to pay him $1,000,000 cash to purchase the business.  He 

said no thanks because of the non-compete and he thought it was a low ball offer.  The census shows a 

total payroll of $600,000, with Fred taking $104K and Karla paid $36K.   There are no key employees.   

Fred has grown his business by offering a credit line of $1,000 for supplies to the small, installing 

contractors, when Lowe’s and Home Depot will not.   Each store manager is Hispanic, and his credit 

manager is Hispanic.   Currently there are 750 accounts, with total A/R standing at $500,000.   When a 

customer hits his $1,000 limit, Fred puts them on cash only and a payment plan for the balance.   There 

is $150,000 of debt that is 90+ days and $50,000 of debt that is 365+ days that he has never written off 

the books.    Fred buys the carpet supplies from factories and distributors on 30-day net terms, and 

takes 2% discounts when offered. 

Fred owns a house in Frisco worth $450,000 with a $300,000 mortgage at 5%.   He has little personal 

savings.   He is thinking of buying the location that is both his store/warehouse and HQ, that he currently 

rents for $5,000/month triple net.  The property has 3 other tenants and is located in the industrial 

district near the Trinity River.   Total rental income is $10,000/month, including Fred’s rent.   The seller’s 

broker priced the property at $850,000 and says the owner would be willing to carry a $750,000 

mortgage at 7%, for 10 years, if Fred would make a down payment of $100,000.   Fred is planning to 

counter the offer in some way. 

Given these facts, and with permission to make whatever clarifying assumptions 

are necessary, what do you see as the BIGGEST FINANCIAL OPPORTUNITY OR 

CONCERN. 


