Navi Case Study - Joe and Mary Smith	
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Case Study Workshop: Joe and Marie Smith's Retirement Planning
 
Introduction: Joe and Marie Smith, a couple in their late 40s from Calgary, Alberta, are actively planning for their retirement, which they hope to enjoy when Joe reaches the age of 60. They are looking at retiring on 75% of their current net income.   They have specific financial goals, assets, and a child's education to consider in their planning. This case study will walk through their financial situation and create a Navi Plan to help them achieve their retirement goals.
 
Client Information:
Joe Smith:
● 	Occupation: Self-employed electrician
● 	Annual Net Income: $90,000
● 	Date of Birth: February 1, 1976
Marie Smith:
● 	Occupation: Sales Manager at ABC Gadgets
● 	Annual Income: $75,000
● 	Date of Birth: March 1, 1975
Child: Theresa Smith
● 	Date of Birth: January 10, 2006
● 	RESP of $25,000 with a monthly contribution: $250.   Expected University Costs for Theresa: $15,000 per year for 4 years (in today's dollars)
● 	CPP taken at age 65.   Joe expects to receive 75% of his CPP and Marie expects to receive 80% of her CPP.
 
 
Assets:
● 	Home Value: $700,000
● 	Mortgage Balance: $400,000 with monthly payments of $3,650 with a 5% rate.
● 	Joe's RRSP: $125,000 with monthly contributions of $250.
● 	Marie's Defined Contribution Plan: $200,000 with a 4% employer matching contribution
● 	TFSAs (maxed): $100,000 each.   50% of Joe’s TFSA is invested in a Daily Savings account at 2% and is used for Emergency Purposes.  	The remaining TFSA portfolio is used for retirement purposes.	They maximize their TFSA accounts each year.   Joe’s future contribution will be allocated to the TFSA retirement portion.
● 	Joint Non-Registered Portfolio (Segregated Funds): $125,000 ACB of $115,000.  For this case study do not transfer the non-registered assets to RRSP or TFSA.  The reason for this is to create a liquidation strategy for retirement purposes. 
● 	Life Insurance (Term 20): $100,000 each with monthly premiums of $100.
 
 
 
Assumptions:
● 	Inflation Rate: 2.1%
● 	Risk Profile: Moderate for both
● 	Mortality Assumption: Both Joe and Marie are assumed to live until the age of 95.
● 	Retirement Age: Joe and Marie plan to retire when Joe reaches the age of 60 (Jan 2036)
 
Goals and Objectives:
     	Ensure they have enough savings to fund Theresa's university education.
     	Maximize their retirement income while maintaining tax efficiency.
     	Review and potentially adjust their life insurance coverage to cover them until retirement in 2037.
     	 
Steps to Create a Navi Plan:
 
1. Education Planning for Theresa:
● 	The total cost of Theresa's education in today's dollars:
● 	4 years x $15,000/year = $60,000
● 	Determine the future cost of Theresa's education, accounting for 2.1% inflation, plus 2%.
● 	Calculate the monthly contribution needed to reach this goal.
2. Retirement Savings Analysis:
● 	Determine if they need to adjust their retirement strategy to meet 100% of their retirement income goals.
● 	Create a tax efficient strategy for the liquidation of their retirement assets upon retirement.  
4. Life Insurance Review:
● 	Review their current life insurance coverage and assess whether their coverage aligns with their financial needs until their planned retirement in 2036.
5. Retirement Income Strategy:
● 	Explore tax-efficient strategies to maximize retirement income.
● 	Consider income-splitting, RRSP withdrawals, Non-Registered and TFSA utilization to minimize tax liabilities.
 
 
By following these steps and leveraging Navi Plan, Joe and Marie Smith can create a comprehensive retirement plan that addresses their financial objectives and ensures a comfortable retirement while optimizing tax efficiency. This plan will help them navigate the path to their retirement goals with confidence.
 
Create a summary using the 1 Page Document with your logo attached.	If you do not have this page, please e mail me and I can email you a copy. 
 
You can also create a summary from the User Defined Text Field for Objectives, Recommendations and Action Plan.	This can be seen in Navi Tips under Summary.   


Navi Solution to Case Study

The following are the steps required to complete the plan.


1. Enter the data.
a. Include All Assets and Liabilities
b. Include Insurance Policies
c. Include Education Data
2. Analyze the data.
3. Determine Surplus or Shortfall
4. Make Recommendations
5. Create Action Plan
6. Summarize with the 1 Page Summary and/or the Client Data Fields.


Entering the Data

Enter the data as stated in the case.    
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Entering the Data

Entering Cash Flow

As Joe is self-employed, the income needs to be entered as self employed.     
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Entering CPP Income
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Entering Net Worth


[image: ]
Make sure you enter the cost base of the non-registered asset. if you do not, the entire investment will be taxable.   The Asset Class holdings are derived from the Moderate Profile.

Profile

The Smiths have a Moderate investment profile.
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Entering Strategies
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Notes, Marie’s RPP plan is 4% matching.   TFSA contributions are made annually.  As stated in the case study the TFSA contributions should commence in 2024.    The RESP plan has $250 monthly payments until December 2023 when Theresa turns 17, payments must cease.   

Enter the Goal Funding
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Note, modify the goal funding for Joe’s TFSA for emergency purpose to the Emergency Fund.    





Entering Insurance Data
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The Smiths have 2 life insurance policies for $100,000 each.



















Analyzing the Data

Retirement

The case study stated that Joe and Mary are looking at retiring with 75% of their net income.  To calculate this amount, type in 75% of their current after-tax income.   Then click the blue tab marked, Add to Retirement Expenses.   Your Retirement Expense should be approximately $8,328 per month.  
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Note, make you are using self-employment income for Joe as his net income will be less due to paying the full CPP amount. 

Analyze Retirement Goal

Click on Analyze Goal.   You can see that they are only at 93% of their goal.    You now need to create a plan that will achieve 100% of their goal. 
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Options for Retirement

Review your options in Navi and in consultation with the Smith’s and derive a plan to come up with a strategy to meet their retirement goal of 100%.

For illustrative purposes, you can use the strategy of lowering expenses after the year 2050 to 65% of their current net income as follows:
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Liquidation Strategies

Your expertise and education as a Certified Financial Planner (CFP) play a pivotal role here. You're seeking out avenues for tax optimization, exploring strategies for income distribution, and devising methods for efficient drawdown of assets. To adjust the liquidation strategies, simply navigate to the "Retirement - Liquidation Strategies" section and select "View Modify". This is where your specialized knowledge and experience come into play, ensuring the most effective financial planning for your clients.
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To split income prior to age 65, you will need to use the Registered Set Up for Marie’s RPP plan.   Convert to LIF at Retirement, Elect Payout in first year and use the Maximum Payout as follows:
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There is a heavy tax burden due to the registered assets being liquidated.    One strategy to decrease the tax liabilities is to blend nonregistered assets with the registered assets.   
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By redeeming 10% each year of the non-registered assets, the tax liability has been reduced significantly.

[image: ]


[image: ]

With the new strategy of blending the non-registered assets, approximately $10,000 has been reduced from the tax liabilities. 


  
Education Analysis

The purpose of this exercise is to determine what the gap is between their current savings and the future cost of education.   
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There is a shortfall of approximately $40,000. 
Survivor Income

Quick Assessment

To commence the Survivor Income Analysis, Open the Module for Survivor Income.
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The following steps will explain the Survivor Needs Analysis

1. Lump Sum Needs.   The lump sum needs of the Smith’s is the Mortgage the education shortfall and final burial expenses (this will vary with each member).   Total final expenses are $471,939.  
2. Ongoing Needs.   The ongoing needs, future income required to sustain the same lifestyle.   Click on the Box beside years. 
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Determine the number of years the net income is required.  In this case it is 14 years calculated as (Year expected to retire of 2037 less the current year of 2023).    There is an estimated tax rate of 30% to determine the net income (this can vary depending on the income). 
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3. Available Assets Override.    A recommendation is to try to avoid selling assets for the surviving spouse to make ends meet.   Click on Available Assets Override and 0 out the realizable assets.   The existing life insurance policy will be remaining.  
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4. Review the results.    The Smiths have the following insurance requirements based on our analysis. 
a.  Lump sum needs of $471,939 including the mortgage, education funding and final expenses.
b. Ongoing income needs for Marie of $797,560.  Note this is the amount to replace Joe’s net income for 14 years using an inflation rate of 2.1% and 5% Rate of Return.   
c. Available assets represents the insurance policy.  Ongoing incomes represent the future CPP/OAS for Marie.  
d. There is additional life insurance needed of approximately $1 million.








Variables for Consideration.

The above analysis is a ‘Quick Assessment’.   When this analysis is referred to a life insurance agent, a more detailed analysis is performed.     Other factors to consider are:
a. The expense that will no longer be required by the deceased based on personal consumption expense.   
b. The surviving spouse assumes the same expenditures even after debts are paid off.    This may be further altered after a detailed analysis is performed by the life insurance representative. 


This comprehensive strategy considers several elements, such as self-employment earnings, RPP unlocking, liquidation approaches, RESP evaluation, and survivor income considerations. Given the multifaceted nature of this plan, focusing on each component individually will lead to a well-coordinated outcome. Providing your member with a concise one-page summary in your presentation will be instrumental in presenting the plan in a condensed yet detailed manner.   

Happy planning, and as always, feel free to reach out to me if you have any questions.   


Sheldon Craig, CFP®
Regional Manager
scraig@cuwealth.ca
CUSO Wealth Strategies Inc. 


image6.png
Asset Class Weightings Options

O Use Asset Classifier Search
Ticker Symbol:

Use 100% of an Asset Class

Moderate A 4

O
@ Use an investor profile
O

Manually Adjust Weightings




image7.png
Direct Savings To
Marie RPP Plan (RPP - money

Joe's RRSP

Joe's TFSA

Marie's TFSA

RESP Plan (Marie)

Amount ($ or % of Salary)

Owner Employer/Other Frequency Start Date End Date
4.00% 4.00% Monthly Oct 12023 Ret. (Owner)
$250 Monthly Oct 12023 Ret. (Owner)
$6,500 Annual Jan 12024 Ret. (Owner)
$6,500 Annual Jan 12024 Ret. (Owner)
$250 Monthly Oct 12023 Dec 12023

L T T A Y

X X X X X




image8.png
Account Name (Owner/Account Type)

Joe's RRSP

Marie RPP Plan (RPP - money purchase)

Seg funds Non-Reg (Joint/Non-Reg.)

Joe's TFSA
Marie's TFSA

RESP Plan (Marie)

Joe's TFSA for Emergency

Total
$125,000

$200,000
$125,000
$50,000
$100,000
$25,000
$50,000

$675,000

University Emergency

Retirement Education Fund
100% $0 $0
100% S0 S0
100% S0 S0

100%

S0 S0 100%
$600,000 $25,000 $50,000

Unallocated

S0
S0
S0
S0
S0
S0
S0
S0




image9.png
Description * Insured Policy Type Benefit Beneficiary Premium

Life Insurance Joe v Term Life v $100,000 Marie v $100 im0 » X

Life Insurance Marie v Term Life - $100,000 Joe - $100 mo  » X





image10.png
Calculate Retirement Expenses

Enter the annual retirement expenses as a

@ percentage of the current estimated after-tax income

$133,250 X 75.00% = $99,938/yr

O percentage of the current lifestyle expenses

S0 X = SO0 /yr

O specific amount Nr /mo

Add to Retirement Expenses Clear

$8,328/mo

$0/mo




image11.png
Retirement Expenses Add Retirement Expense

Start End
Description * Member Type Amount Frequency Infl +/- Add'l Age Date Age Date

Retirement Expens Joint v Lifestyle v $8,328 Monthly v + 0.00% 60 Ret. (1st) 95 Death (2nd) Z X





image12.png
3  Results

I Analyze Goals
User-defined Text
Client Reports
Legacy Client Reports




image13.png
Analyze Goals
Retirement

Education

@ 93%

©
w
X




image14.png
Retirement Expenses Add Retirement Expense

Start End
Description * Member Type Amount Frequency Infl +/- Add'l Age Date Age Date

Retirement Expens Joint v Lifestyle - $8,328 Monthly v + 0.00% 60 Ret. (1st) 75 Dec 12050

Retirement Expens Joint v Lifestyle v $7.230 Monthly v + 0.00% 75 Jan 12051 95 Death (2nd) Vi





image15.png
Manual Liquidation Order

Modify the liquidation order

Account Sorting order

A 4 Apply Sort

Description

(@ Marie RPP Plan

(O Joe's RRSP

O Seg funds Non-...

(O Joe's TFSA

(O Marie's TFSA

Account Type

RPP - money p...

RRSP
Non-Registered
TFSA

TFSA

{ Move Down

Owner

Marie

Joe

Joint

Joe

Marie




image16.png
Account Details
O PRIF
Conversion Preference
O Automatic
Conversion will occur at first occurrence of a deficit during retirement, no earlier than age
@ At Retirement

O At Age

Payout Options
Elect payout in first year

(< J<

Use younger partner's age for minimums
End-of-Year Market Value as of 2022 () C]

Use maximum payout amount

(<

Include Temporary Income Provisions

Rate for determining maximum payout 6.00%




image17.png
Itemized Cash Flow Projection for All

Smith
Plan (2023)
Years | 2037 [ 2038 |
LLEO] 61/62 62/63
Cash Inflows
Registered Liquidations
Joe's RRSP 132,287 135,921
Marie RPP Plan (LIF) 38,111 38,051
Subtotal 170,398 173,972
Total Cash Inflows 170,398 173,972
Cash Outflows
Lifestyle Expenses
Retirement Expense (Joint) 133,688 136,495
Subtotal 133,688 136,495
Miscellaneous Expenses
Life Insurance (Joe) 1,200 1,200
Life Insurance (Marie) 1,200 1,200
Subtotal 2,400 2,400
Taxes
Federal Income Tax 22,890 23,417
Provincial Income Tax 11,421 11,660
Subtotal 34,311 35,077
Total Cash Outflows 170,398 173,972
Surplus/ (Deficit) 0 0





image18.png
Strategies

Savings Debt Modification Redemptions Deficit Coverage Surplus

Enter redemption strategies for the current plan.

Note: For redemptions of non-registered accounts, select an available goal funding allocation from the Redeem From menu.

Redemptions

Redeem From Redeem All Amount ($ or %) Frequency Start Date

Seg funds Non-Reg (Ret + D 10.00% Monthly v Ret. (1st)

R—

Seg funds Non-Reg  + Add Redemption Strategy

Death (2nd) 7z X

End Date





image19.png
Itemized Cash Flow Projection for All

Smith
Plan (2023)
Years =200 | 2037 | 2038 [ 2039 | 2040 [ 2041 | 2042 | 2043 [ 2044 | 2045 | 2046 |

Ages) | 61/62 | 62/63 63/64 65/66 66/67 67/68 68/69 69/70

Cash Inflows

CPP/QPP & OAS

CPP/QPP 0 0 0 20,674 41,425 46,052 47,019 48,006 49,014 50,044

OAS 0 0 0 10,768 21,989 24,491 25,006 25,531 26,067 26,614
Subtotal o o 1) 31,442 63,413 70,543 72,024 73,537 75,081 76,658
Registered Liquidations

Joe's RRSP 97,853 103,206 108,542 51,318 0 0 0 0 0 0

Marie RPP Plan (LIF) 38,111 38,051 37,992 37,934 37,878 37,823 37,770 37,718 37,669 37,621

Joe's TFSA 0 0 0 0 0 0 0 5,348 55,024 56,770
Subtotal 135,964 141,257 146,534 89,253 37,878 37,823 37,770 43,066 92,692 94,391
Non-Registered Liquidations

Seg funds Non-Reg (Joint/Non-Reg.) 25,981 24,770 23,615 42,223 57,407 54,649 56,587 52,662 0 0
Subtotal 25,981 24,770 23,615 42,223 57,407 54,649 56,587 52,662 0 0
Total Cash Inflows 161,945 166,027 170,149 162,919 158,699 163,015 166,381 169,265 167,773 171,049

Cash Outflows

Lifestyle Expenses

Retirement Expense (Joint) 133,688 136,495 139,361 142,288 145,276 148,327 151,442 154,622 157,869 161,184
Subtotal 133,688 136,495 139,361 142,288 145,276 148,327 151,442 154,622 157,869 161,184
Miscellaneous Expenses

Life Insurance (Joe) 1,200 1,200 1,200 1,200 1,200 1,200 1,200 1,200 1,200 1,200

Life Insurance (Marie) 1,200 1,200 1,200 1,200 1,200 1,200 1,200 1,200 1,200 1,200
Subtotal 2,400 2,400 2,400 2,400 2,400 2,400 2,400 2,400 2,400 2,400
Taxes

Federal Income Tax 17,142 18,011 18,868 11,781 7,275 8,048 8,218 8,049 5,225 5,222

Provincial Income Tax 8,716 9,121 9,520 6,450 3,747 4,240 4,321 4,194 2,279 2,243
Subtotal 25,857 27,132 28,387 18,231 11,023 12,288 12,539 12,243 7,504 7,465
Total Cash Outflows 161,945 166,027 170,149 162,919 158,699 163,015 166,381 169,265 167,773 171,049




image20.png
Education

University Education

E 43%

I
()
=3




image21.png
Select Modules

Modules

Select one or more of the following modules:

Asset Allocation
v Retirement
Education
Major Purchase
C] Emergency Fund

Survivor Income

—_—




image22.png
Ongoing Needs Add Ongoing Need [N©)

$ or % of Income

Annual Ongoing Needs are $63,000  for 14 vyears [ @





image23.png
Ongoing Needs

Joe's annual income
Average tax rate

After-Tax income lost if Joe dies

PLUS: new expenses if Joe dies

Additional dependant care costs
Additional lifestyle expenses
Any reduction in Marie's income

Other

MINUS: extra income available if Joe dies

Increase in Marie's income

Discretionary expenses that will stop when Joe dies

Annual Ongoing Needs

Duration (in years) (2

Override

U

30.00%

$63,000

S0
S0
S0
S0

S0
S0

$63,000

14




image24.png
Available Assets to Offset Needs Available Asset Override @

[} Copy Available Assets from Marie's Assessment

Realizable Assets S0
Existing Life Insurance Policies $100,000

Total Available Assets $100,000




image1.jpg
B




image2.png
Client Information

Date of Already Currently
First Name * Last Name * Birth * Age Gender * Marital Status * Retired ) Disabled @
Joe Smith Feb 1 1976 47 Male v Married v O O
Marie Smith Jan 10 1975 48 Female v Married v C] E]
Street City * Province * Postal Code
Calgary Alberta v

Family Members

Currently
First Name * Last Name * Date of Birth * Age Relationship Dependant of Disabled

Theresa Smith Jan 10 2008 15 Daughter v Both v [:] s X





image3.png
Income Details

Description * Member Income Type
Joe Self Employment Joe v Self Employment
Annual Amount per
Amount Frequency Period

$90,000 Monthly $7,500
Start Date End Date Infl +/- Add'l
Jan 12023 Ret. (Owner) + 0.00%





image4.png
Monthly CPP/QPP Benefits

Benefit Amount

(Eligible % or Benefit Benefit

Est. in today's $) Start Age Start Month
Joe 75% 65 Mar 2041

Marie 80% 65 Feb 2040

Monthly Benefit
(in future $) Starting In

$1,839.74 2041

$1,902.31 2040




image5.png
Description * Account Type Owner Market Value Cost Base

Joe's RRSP RRSP v Joe $125,000

Marie RPP Plan RPP - money purchase ~ Marie $200,000

Seg funds Non-Reg Non-Registered v Joint $125,000 $115,000
Joe's TFSA TFSA v Joe $50,000

Marie's TFSA TFSA v Marie $100,000

RESP Plan RESP v Marie $25,000 $0
Joe's TFSA for Emergenc TFSA v Joe $50,000

Asset Class
Weightings

20% Canadian Larg...

20% Canadian Larg...

Return
Rates

5.64%

5.64%

20% Canadian Larg...

20% Canadian Larg...

20% Canadian Larg...

20% Canadian Larg...





