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Introduction 

 
Comprehensive (or holistic) financial planning is best described as the process of creating strategies to 
meet your life goals.  Comprehensive financial planning has six components. They are: Financial 
Management, Asset Management, Risk Management, Tax Planning, Retirement Planning, and Estate 
Planning. This report will deal with each component separately, but in reality these components are 
inextricably connected. Thus, our recommendations always consider that fact, which differentiates the 
work we do from most financial advisors. 
 
This report begins with a definition of your goals and objectives and ends with a specific action plan 
designed to immediately begin moving you from where you are today, to where you have stated that you 
would like to be. This document outlines steps in a process that we believe offers the highest possible 
probability of getting you to your destination in the most comfortable manner.  
 
This report was prepared based on our understanding of the information that you provided both verbally 
and in the form of source documents.  This document contains a number of calculations, projections, 
graphs, and observations resulting from the analysis of that information.  The extent to which this report 
is considered a comprehensive analysis of all matters relevant to your financial future is in part 
dependent on the degree of accuracy and detail of the information that was provided. 
 
The calculations in this document illustrating income tax concepts and investment gains are based on 
assumptions considered reasonable at this time.  However, we know that actual results will definitely 
vary from our projections since it is impossible to predict the future with certainty.  For this reason, any 
projections should not be construed as promises of performance.   Your plan should be reviewed from 
time to time to determine if you are on course and to account for changes in lifestyle, objectives, the 
economy and legislation.  This will allow for adjustments to be made in the strategy as needed to ensure 
that you stay on track. 
 
Since this report is intended to be a working document, it will be necessary to consider the contents in 
conjunction with qualified tax, legal, accounting, and investment advice from professional advisors and 
specialists when implementing recommendations.   
 
 
 
 
 

This report has been prepared to assist in the analysis of your current financial 
position and to help you identify steps that you can take to assist you in 
achieving your personal financial goals and objectives. Although great care has 
been taken to ensure the accuracy of this report, it should be kept in mind that 
projections, by their very nature, are based on a variety of assumptions and as 
such it is likely that the actual results achieved will be somewhat different than 
illustrated. For this reason it is very important that you review your strategy on a 
regular basis to ensure its timeliness and relevance to your changing financial 
position. 
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Executive Summary 

 
The purpose of this executive summary is to give you a high level overview of your financial affairs. 
 

 Assets & Liabilities  

 

 Personal Use Assets  $250,000 

 Business/Other  $2,000,000 

 Registered Investments  $101,480 

 Non-Registered Investments  $124,885 

 Total Liabilities  $125,000 

 Net Worth   $2,351,365 

 

 Debt Ratio:  
(Liabilities divided by Assets) 
 

5% 

 
Asset Management  

The following illustrates your current and target asset allocation as determined through a review of your 
investment philosophies and objectives, as well as historical past performance: 

Target Asset Allocation  Asset Class  Current  Target  

 
  

Cash 11.09% 5.00% 
Short Term Fixed 1.06% 17.00% 
Fixed Income 62.06% 14.00% 
Special Income 0.00% 11.00% 
Canadian Equities 11.37% 7.00% 
Canadian Small Cap Equities 2.75% 9.00% 
U.S. Equities 9.63% 8.00% 
U.S. Small Cap Equities 1.15% 11.00% 
International Equities 0.80% 8.00% 
Real Estate 0.08% 10.00% 
 ____________ ____________ 
Expected Return 6.43% 7.32% 
Long Term Risk 7.30% 7.79% 
Risk Tolerance is Moderate  
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 Cash Management   

  
 

 Total Income   $153,000 

 Total Expenses   $140,500 

 Total Savings   $12,500 

 Surplus/Shortfall    $0 

   

 Tax Planning   

 Mark’s Tax  $27,671 

 Maria’s Tax  $9,837 

 Total Taxes   $37,509 

   

 Mark’s Marginal Tax Rate  43.40% 

 Mark’s Average Tax Rate  27.26% 

 Maria’s Marginal Tax Rate  31.15% 

 Maria’s Average Tax Rate  19.10% 
  

 

Retirement Life Goals Analysis  Current Situation   Your Strategy  

Retirement Lifestyle (After Tax)  $70,000  $65,000 

Mark’s Retirement Age  55  58 
 Maria’s Retirement Age  55  58 
 Inflation  3.0%  3.0% 

Rate of Return  6.43%  7.32% 
Capital Shortage  $424,914  $0 

Projected Estate Surplus  $0  $17,592 
 

Current Situation Analysis 

 
 

This is a graphical representation of extending your current behaviour into the future and shows how your 
assets would be impacted over time. 
 



 

Date Printed: 27-Nov-08 Page 6 Best Financial Inc. 

 

 Risk Management Analysis – Needs on Death  

The purpose of the following analysis is to quantify any shortfall or surpluses as they exist today, without any 
“planning.” Shortfalls are created on the basis of wanting to achieve the goals and objectives that you 
articulated to us. 
 
  Mark’s Death – Shortfall  $477,216 

 Maria’s Death – Shortfall  $21,783 
   

 
 Risk Management – Needs on Disability   Monthly  

Shortfall 
 Mark’s Disability     $2,571 
 Maria’s Disability     $121 
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Financial Management – Purpose of Financial Managem ent 

 
The purpose of Financial Management is to identify strategies and techniques to optimize short and 
midterm cash flows, assets, and liabilities.  The components of comprehensive financial planning cannot 
be dealt with in isolation of the other components. Thus, our specific recommendations are at the end of 
this document, fully integrated with the other advice offered there. 
 
 
 

Financial Management – Your Goals and Objectives 

 
Your goals provide the basic framework for the development of your financial strategy. These are the 
financial goals you have identified. They are expressed in today’s dollars, after tax. 
 
 

 ¨  Retirement Age:  You would like to be financially independent at Mark’s age 55 and Maria’s age 55. 
 

 ¨  Retirement Income:  Your annual after tax Retirement Lifestyle objective is $70,000 indexed for 
inflation of 3.0%. 

 
 ¨  Retirement Ranking: Your retirement objective was ranked number 4 relative to its importance in 

comparison with your other objectives. 
 

 ¨  Other Objectives:  You have the following additional objectives: 
  

 

Description  Goal  Currency  Inflation  
Rate  

Start  
Year  

End  
Year  Rank  

David's Education  $14,288 CAD 3.00% 2010 2013 1 
Roof on House  $10,000 CAD 3.00% 2010 2010 2 
Kitchen Renovations  $20,000 CAD 3.00% 2009 2009 3 
Retirement Cruise  $15,000 CAD 3.00% 2015 2015 5 
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Financial Management – Net Worth 

 
Your net worth statement measures your financial position at a specific point in time.  It also provides a 
benchmark from which you can measure your progress. Presently your net worth is $2,351,365 
comprised of $2,476,365 of assets less $125,000 of liabilities. 
 
Assets  Mark Maria Other Total 

Personal Use Assets  
Personal Residence $ 125,000 $ 125,000 $ 0 $ 250,000 
Total Personal Use Assets  $ 125,000 $ 125,000 $ 0 $ 250,000 
Business/Other Assets  
XYZ Manufacturing $ 2,000,000 $ 0 $ 0 $ 2,000,000 
Total Business/Other Assets  $ 2,000,000 $ 0 $ 0 $ 2,000,000 
Registered Investments  
AGF-Canadian Bond Fund $ 42,831 $ 0 $ 0 $ 42,831 
AGF-Canada Class $ 8,492 $ 0 $ 0 $ 8,492 
AIC-Money Market $ 10,000 $ 0 $ 0 $ 10,000 
Acuity-Pooled Canadian Balanced Fund $ 0 $ 12,132 $ 0 $ 12,132 
AGF-Canadian Bond Fund $ 0 $ 17,868 $ 0 $ 17,868 
Ethical-Balanced Fund Class F $ 0 $ 0 $ 8,655 $ 8,655 
Registered Education Savings $ 750 $ 750 $ 0 $ 1,500 
Total Registered Investments  $ 62,074 $ 30,750 $ 8,655 $ 101,480 
Non-Registered Investments  
Dynamic-Focus + American Fund $ 6,492 $ 6,492 $ 0 $ 12,984 
Mackenzie-Ivy Enterprise Series M $ 5,045 $ 5,045 $ 0 $ 10,090 
Dynamic-Advantage Bond Fund $ 33,405 $ 33,405 $ 0 $ 66,811 
Clarington-Money Market Fund $ 5,000 $ 5,000 $ 0 $ 10,000 
Brokerage Account $ 25,000 $ 0 $ 0 $ 25,000 
Total Non -Registered Investments  $ 74,942 $ 49,942 $ 0 $ 124,885 
Total Assets  $ 2,262,017 $ 205,692 $ 8,655 $ 2,476,365 

 
Liabilities  Mark Maria Other Total 
Personal Use Liabilities  
Residence Mortgage $ 62,500 $ 62,500 $ 0 $ 125,000 
Total Personal Use Liabil ities  $ 62,500 $ 62,500 $ 0 $ 125,000 
Total Liabilities  $ 62,500 $ 62,500 $ 0 $ 125,000 
Net Worth  $ 2,199,517 $ 143,192 $ 8,655 $ 2,351,365 
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Net Investment Assets 

While your net worth measures your progress overall, it will be your net investment assets  that will 
determine your ability to fund your financial goals. Of your net worth, $226,365 was identified as being 
your net investment assets. (Total investment assets minus investment liabilities.) 
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Financial Management – Cash Flow Statement 

 
The following illustrates your cash flow for the current year.  Over time your income, savings, taxes and 
expenses will fluctuate, however, this cash flow statement identifies your current situation. 
 
  Mark Maria $/Mth $/Yr

Cash Inflow  
 Employment Income  
  Salary 8,333 4,167 12,500 150,000
 Investment Income  
  Interest 125 125 250 3,000

 
 Total Inflows  8,458 4,291 12,750 153,000

 
Cash Outflow  
 Family & Living  
  Groceries 625 625 1,250 15,000
  Clothing 208 208 417 5,000
  Home Telephone 63 63 125 1,500
  Internet Services 25 25 50 600
  Cell Phones 75 75 150 1,800
  Cable/Satellite TV and Radio 35 35 71 850
  Housekeeping 83 83 167 2,000
  Personal Care 100 100 200 2,400
 Transportation  
  Vehicle Payment 225 225 450 5,400
  Gas/Oil 208 208 417 5,000
  Repairs/Maintenance 83 83 167 2,000
  Car Insurance 75 75 150 1,800
  Public Transit/Parking 8 8 17 200
 Accommodation  
  Mortgage Payment 625 625 1,250 15,000
  Property Taxes 146 146 292 3,500
  Utilities (Heat/Hydro/Water) 125 125 250 3,000
  Property Insurance 29 29 58 700
  Miscellaneous Housing 208 208 417 5,000
 Personal Expenditures  
  Insurance Premiums (Life, Disability, etc.) 72  72 864
  Holidays/Vacations 167 167 333 4,000
  Gifts 208 208 417 5,000
  Entertainment/Dining Out 100 100 200 2,400
  Cash/Pocket Money 100 100 200 2,400
  Miscellaneous Expenses 208 208 417 5,000
  Unallocated Expenses 191 191 381 4,576
  Other Personal Expenditures 208 208 417 5,000
 Savings & Reinvestment  
  RRSP Contributions 417 208 625 7,500
  Other Savings 167 83 250 3,000
  Education Savings 83 83 167 2,000
  Reinvested Investment Income 125 125 250 3,000
 Taxes 
  Taxes Payable 2,306 820 3,126 37,510

 
 Net Outflows  7,299 5,450 12,750 153,000

 
Unallocated Cash  Flow   0 0
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Cash Flow Savings Analysis 

You have identified your current savings to be $12,500 per annum. This represents 8.3% of your total 
family earned income of $150,000.  
 
 
Where Your Money Goes 

This is a picture of where your money goes, based on how we have interpreted the information that you 
provided to us. 
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Tax Planning – Purpose of Tax Planning 

 
The principles of tax planning form an integral part of any wealth-building strategy.  The overall objective is 
to structure your affairs to legally minimize the amount of tax you have to pay. You can accomplish this by 
adhering to what we call the 4D’s of taxation: deduct, defer, diminish and divide.  
 

·  Deduct – Take advantage of all possible tax deductions and credits. 

·  Defer – Defer paying tax as long as possible. A tax dollar deferred is often a dollar saved. 

·  Diminish – Position investments in investment vehicles, which attract the least amount of tax, having 
full regard for your risk tolerance and asset allocation strategy. 

·  Divide – Split income among family member to the maximum degree possible while considering 
other personal objectives. 

 
Tax recommendations are typically fully integrated with the other components of your financial world thus 
they are not noted in this section. Rather the recommendations are listed in the Action Plan Checklist at the 
end of this document. 
 
 
 

Income Tax Analysis 

 
This is an overview of your tax situation based on the information you provided.  When we refer to Marginal 
Tax Rate, we are identifying the rate of tax payable on the last dollar of taxable income.  The Average Tax 
Rate identifies the overall percentage of total income that is lost to taxation.  
 

 
Taxable 
Income  

Taxes 
Payable  

Marginal Tax 
Rate  

Average Tax 
Rate  

Mark $ 101,500 $ 27,671 43.40% 27.26% 
Maria $ 51,500 $ 9,837 31.15% 19.10% 
Totals  $ 153,000  $ 37,509  39.28%  24.51%  
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Asset Management – Purpose of Asset Management 

 
An investment management strategy provides the framework for your investment decisions. It ensures 
that the decision-making process with respect to the management of your portfolio will be consistent, 
even when unexpected market fluctuations tempt distraction from your long-term strategy. Investment 
recommendations will always be made in concert with the guidelines that we agree upon and outline in 
this document.  The development of an effective investment management strategy as imperative ¾  the 
essential foundation upon which our work together will be based. 
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Asset Management – Current Investment Holdings 

 
Registered Investment s Owner  Value 

AGF-Canadian Bond Fund Mark 42,831 
AGF-Canada Class Mark 8,492 
AIC-Money Market Mark 10,000 
Acuity-Pooled Canadian Balanced Fund Maria 12,132 
AGF-Canadian Bond Fund Maria 17,868 
Ethical-Balanced Fund Class F Other 8,655 
Registered Education Savings Joint 1,500 
Total Registered Investments  101,480 
Non-Registered Investments  
Dynamic-Focus + American Fund Joint 12,984 
Mackenzie-Ivy Enterprise Series M Joint 10,090 
Dynamic-Advantage Bond Fund Joint 66,811 
Clarington-Money Market Fund Joint 10,000 
Brokerage Account Mark 25,000 
Total Non -Registered Investments  124,885 
Total investments  226,365 
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Asset Management – Investment Philosophy & Objectiv es 

 
 Investment Philosophy  

 Risk Tolerance  – Based on our discussions and your responses to specific questions regarding variability 
of investment returns, it has been determined that your tolerance for investment risk is Moderate . An 
understanding of your personal risk tolerance helps provide the basis for an investment strategy that you 
should feel comfortable maintaining through market ups and downs. 
 

 Involvement  – You want to have some active involvement in monitoring your portfolio and would like to 
be advised regularly about your investments. We will work together to define the extent to which you wish 
to be personally involved as well as the nature and frequency of our communication.   
 

 Market Timing  – While you believe your investment strategy should be in place for the long-term, you 
also believe superior returns can be earned by taking advantage of short-term market trends. 
 

  Constraints  – While every effort is made to identify your risk tolerance, it is not unusual for a client to 
have circumstances that may prevent them from achieving their ideal asset allocation.  This may be 
due to issues in their current portfolio or simply because of guidelines the client specifies relative to 
what they want.  In that regard the following constraints were identified which we will take into 
consideration in the construction of your portfolio. 
 

·  No constraints at this point in time. The client would like a balanced portfolio. 
 

  

 
 Investment Objectives  

 Growth  – While you believe that generating income in the future and having liquid funds available for 
emergencies and opportunities today is important, capital growth is your most primary objective at this 
time. 
 

 Liquidity  – At this time, having liquid funds available for emergencies and opportunities within your 
portfolio is not a high priority. 
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Asset Management – Asset Allocation 

 
Current Asset Allocation  

A well-diversified portfolio, using asset classes in 
proportions designed to suit your attitude towards 
investment risk is the cornerstone of good investing. 
Each investment included in your portfolio must be part 
of an overall asset allocation strategy tailored to your 
specific needs. 

Based on the information that you have provided, the 
current asset allocation of your portfolio is: 

Cash 11.1% 
Short Term Fixed 1.1% 
Fixed Income 62.1% 
Canadian Equities 11.4% 
Canadian Small Cap Equities 2.8% 
U.S. Equities 9.6% 
U.S. Small Cap Equities 1.2% 
International Equities 0.8% 
Real Estate 0.1% 
Total  100.0% 
 
 

 
 

Long-Term Return: 6.43% 
Long-Term Risk: 7.30%  

Proposed Asset Allocation  

In order to identify an asset allocation that is 
appropriate for you, we take into consideration the 
information collected during our discussions, your 
current financial position, future investment goals, and 
your ability to withstand short-term market fluctuations.  
The resulting asset allocation will reflect your personal 
attitude towards investment risk. Your proposed asset 
allocation is: 

  

Cash 5.0% 
Short Term Fixed 17.0% 
Fixed Income 14.0% 
Special Income 11.0% 
Canadian Equities 7.0% 
Canadian Small Cap Equities 9.0% 
U.S. Equities 8.0% 
U.S. Small Cap Equities 11.0% 
International Equities 8.0% 
Real Estate 10.0% 
Total  100.0% 
 
 

 
 

Long-Term Return: 7.32% 
Long-Term Risk: 7.79% 

 

 



 

Date Printed: 27-Nov-08 Page 17 Best Financial Inc. 

Asset Management – Efficient Frontier  

 
In his Nobel Prize winning work, Harry Markowitz employed advanced mathematics to solve the puzzle 
of how to achieve maximum return with the least amount of risk. He was able to calculate 
“mathematically correct” portfolios that were effective in balancing the trade-off between the risk and 
reward of various asset classes. He called those portfolios “efficient” and was able to plot them 
graphically to illustrate the range of possibilities for each level of risk or expected reward. The graph 
below shows the “efficient frontier” for your portfolio based on this theory. 

  
 

While it is considered ideal for your target portfolio to be positioned directly on the efficient frontier, it is 
also a reality that there are constraints that can limit your ability to achieve this ideal.  These constraints 
might be a lack of liquidity in your current portfolio, tax ramifications of rebalancing or other limiting 
factors.  In such cases you may not be able to achieve the ideal today, but over the long term we will 
work with you towards this goal as the impact of such constraints are minimized.  
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Asset Management – Historical Annual and Cumulative  Returns  

 
When we identified the long-term projected return of 6.43% for your current portfolio and 7.32% for your 
target portfolio, this creates an expectation for the future.  However, it is also helpful to see how both the 
current and the target portfolio have performed historically based on the benchmarks used for each asset 
class.  The following graph illustrates the actual annual returns achieved by each portfolio over the past 
35 years.  It highlights the fact that while we expect a certain return over the long term, actual returns 
from year to year will fluctuate.  
 

Annual Returns – 25 Years of History 

 
 
The following graph takes the annual returns from above and illustrates how they would have impacted 
an investment of $10,000. While we note some ups and downs in the portfolio values, the important 
detail to recognize is the overall upward trend despite setbacks from time to time. 

 
Cumulative Growth on $10,000 – 25 Years of History 

 
 
Recognizing the variable nature of historical returns can help us to understand how future returns will 
impact your investments going forward.  With this understanding comes the ability to maintain a strategic 
approach to investment management and not be tempted to over react to short term fluctuations in the 
marketplace.  
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Asset Management – Portfolio Repositioning Required  

 

Asset Category  Current 
%  

Current 
Value ($)  

Target 
%  

Target 
Value ($)  

Reposition 
%  

Reposition 
Value ($)  

Cash 11.09 25,097 5.00 11,318 -6.09 -13,779 
Short Term Fixed 1.06 2,407 17.00 38,482 15.94 36,074 
Fixed Income 62.06 140,485 14.00 31,691 -48.06 -108,794 
Special Income 0.00 0 11.00 24,900 11.00 24,900 
Canadian Equities 11.37 25,743 7.00 15,845 -4.37 -9,898 
Canadian Small Cap Equities 2.75 6,228 9.00 20,372 6.25 14,144 
U.S. Equities 9.63 21,799 8.00 18,109 -1.63 -3,690 
U.S. Small Cap Equities 1.15 2,609 11.00 24,900 9.85 22,291 
International Equities 0.80 1,806 8.00 18,109 7.20 16,303 
Real Estate 0.08 187 10.00 22,636 9.92 22,449 
Totals  100% 226,365 100% 226,365 N/A N/A 
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Asset Management – Portfolio Risk vs. Return Analys is 

 
Within the context of investing, it is generally concluded that there is a trade-off between risk and reward ¾  
that higher reward can only be achieved by taking on additional risk. However, in designing an investment 
portfolio, the objective should always be to achieve the highest expected return with the least amount of risk. 
Measuring reward is straightforward. It is the combined expected return of the individual assets. While risk 
can be measured in many ways, the most frequently used method is to determine the degree of volatility 
that can be expected. The statistical measurement of volatility is called “Standard Deviation” and it is a 
technical way of measuring the degree of fluctuation in returns expected for a given asset allocation. 

The Risk vs. Return graph below illustrates how the proposed change in your portfolio can impact the 
projected long-term return and the degree of risk or volatility within your portfolio. 

A portfolio that falls on the far left side of the graph, consisting almost entirely of short-term cash type 
investments, represents the least risky portfolio (one that is expected to fluctuate the least in the short-term) 
and has the lowest expected returns. A portfolio on the far right side of the graph, which would primarily 
consist of equity investments, represents the portfolio with the highest short-term volatility and the highest 
expected returns. Portfolios between these two extremes represent efficient portfolios of gradually 
increasing returns and correspondingly increasing risk. 
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Asset Management – Portfolio Risk vs. Time Analysis  

 
Standard Deviation measures the range within which a portfolio’s rate of return may vary (higher or 
lower) from the average return, based on historical data. The lower the standard deviation, the less 
volatile the investment will have been historically. While we know that history does not repeat itself exactly, 
the rates of return for the various asset classes and their associated “risk” are influenced by economic 
cycles that do have a more predictable long-term pattern. The purpose of quantifying portfolio risk by 
calculating the expected standard deviation is to provide insight into the best and worse rates of return 
you can expect from your portfolio in any given year.  

As stated previously, while markets can be very unpredictable in the short-term, over an extended period 
of time, they can become more predictable ¾  volatility or risk decreases and the actual return achieved 
should move closer to the long-term expected return. Consider the following “Portfolio Risk versus Time” 
graph, which illustrates this concept. 

 
 
 

  1
Year 

2 
Years 

3 
Years 

5
Years 

10 
Years 

20
Years 

30  
Years  

Current Portfolio  
Highest likely (%) 21.03 16.50 14.53 12.57 10.63 9.28 8.68  
Expected return (%) 6.43 6.43 6.43 6.43 6.43 6.43 6.43  
Lowest likely (%) -8.17 -3.64 -1.67 0.29 2.23 3.58 4.18  
  
Proposed Portfolio  
Highest likely (%) 22.90 18.05 15.94 13.85 11.77 10.33 9.70  
Expected return (%) 7.32 7.32 7.32 7.32 7.32 7.32 7.32  
Lowest likely (%) -8.26 -3.41 -1.30 0.79 2.87 4.31 4.94  
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Highest Likely and Lowest Likely Returns 

From the graph above, it is clear that short time periods (less than 5 years) demonstrate high potential 
volatility of expected returns, whereas over longer time periods (greater than 5 years), volatility, and thus, 
risk is reduced. 

Study this graph carefully as it provides a good picture of the lowest and highest returns you can expect 
from your portfolio, over both short-term and long-term time periods. This risk/reward profile is a key 
component in establishing your investment management strategy as it relates directly to your personal 
tolerance for risk. 

Portfolios with an emphasis on aggressive long-term growth will tend to experience a higher degree of 
volatility in the short-term than portfolios with a moderate or conservative emphasis on growth.  This is the 
trade-off that must be accepted in order to achieve higher rates of return.  In most instances, you should 
plan to hold your investments for a minimum five to seven years. This should allow any short-term market 
declines to even out. 
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Asset Management – Implementation Options 

 
The creation of an investment strategy is an important first step, but the effective implementation of that 
strategy is equally, if not more, critical when it comes to the attainment of your overall goals and 
objectives. In implementing your investment strategy, we have a number of methods, approaches and 
styles from which to choose.  
 
Implementation Methods 

Individual Investments  – Select individual stocks, bonds, GICs and other direct investments to 
implement the portfolio recommendations.  

Mutual Funds Portfolio  – Select a portfolio of different mutual funds from a variety of different asset 
classes and manually re-balance the portfolio at periodic intervals to maintain its intended risk/reward 
profile. 

Asset Management Service  – Identify an asset management service appropriate for your situation. The 
selection will take into account personal preferences, portfolio size, reporting requirements and range of 
investment options, measured against fees charged to ensure good value is received. The asset 
management service provider invests your money in asset class pools/ funds according to your 
investment management strategy. Your portfolio is automatically re-balanced whenever it becomes 
necessary, to maintain its intended risk/reward profile. 

Private Money Management Service – Identify a Private Money Management Service that is 
appropriate to your situation. The selection will take into account personal preferences, portfolio size, 
reporting requirements and range of investment options, measured against fees charged to ensure good 
value is received. The private money management firm may allocate your money to pooled funds that 
invest in specific asset classes or, possibly, individual securities, depending on your investment 
management strategy.  The Private Money Management Service will re-balance the portfolio in 
accordance with a pre-determined strategy, which is also outlined in your IPS. Due to the higher level of 
customization that can be achieved in portfolio design and monitoring, many money managers limit their 
services to individuals with portfolios of a certain minimum size. 
 
Asset Allocation Approach 

There are several schools of thought when it comes to the approach to be used with it comes to 
implementing a target Asset Allocation.  The two primary approaches are “Strategic” or “Tactical”.  A 
choice needs to be made as to which of these approaches should be used in your situation.   
 
Investment Style 

Investment Managers tend to favour certain types of securities in the portfolios they manage. They are 
thus often referred to as either “growth” or “value” oriented, although it is possible to include a 
combination of the two. As we structure your portfolio, these investment styles will be taken into 
consideration. 
 
Management Style 

The Management Style used will determine how your money is managed. The two possibilities are either 
“passive” or “active” management styles. The choice of investments within your portfolio will also 
dependant on the management style most appropriate for you. 
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Your Recommended Option 

The following chart graphically illustrates the method of implementation that we feel is appropriate for 
you, given your profile and objectives: 
 
 
 

 
Implementation Method  

 
 

 
Asset Allocation Approach   

 
 
 

Investment Style 

 

 
 
Management Style  

 
 

Individual Investments Mutual Funds Asset Mgmt. Ser vice Private Money Management Service

 Private Money Management ServiceMgmt.       

Tactical  Strategic      

Value Blend Growth
  

Passive Active 
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Retirement Planning Life Goals – Purpose of a Finan cial Strategy 

 
The purpose of a having a financial strategy is to provide you with a roadmap of what you need to do to 
achieve all of your financial goals and objectives. Having this financial roadmap will help you make more 
informed decisions about what you spend, save, or invest. How important is making “more informed” 
decisions? This report will clearly illustrate that the decisions that you make today will indeed determine 
tomorrow’s destiny. 
 
It is important to understand that this initial financial roadmap will not stay “current” forever. It will become 
outdated with changes in your goals and objectives, tax laws, and other personal economic 
circumstances. Thus, it is important to have your financial strategy updated on a periodic basis. 
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Retirement Planning Life Goals – What is a Life Goa ls Analysis? 

 
The Life Goals Analysis is a tool that allows you to identify if you are on track to achieve your personal 
goals and objectives.  The analysis provides a snapshot of your entire future financial life. It identifies all 
anticipated sources of income, such as employment income; government and company pension plan 
benefits, investment income, as well as any special sources of money you may have identified. 
 
The analysis also identifies all anticipated expenses. This includes living or “lifestyle” expenses (both 
before and after retirement), income taxes, savings, your mortgage payments, expenses to educate your 
children and any one-time expenses you might predict, such as the purchase of a boat, cottage, kitchen 
renovation etc. 
 
By identifying all sources of income and all expenses and recognizing the timing of each, we are able to 
identify any year when you will have a shortfall (more expenses than income). In these shortfall years, 
money in your investment portfolio is used to cover these shortfalls. If there are insufficient funds 
available in your portfolio to fill the shortfall in any given year, then the shortfall is “real”.  When you have 
a shortfall that is “real”, you can only eliminate it by changing one of the variables that you can control. 
These controllable variables include: 
 

·  Saving more and spending less 

·  Reducing your taxes 

·  Improving the rate of return on your investment portfolio by changing your investment 
management strategy 

·  Reducing or eliminating one or more of your goals 

 
By making one or more of these changes, you can go from a shortfall to a surplus. Having a surplus 
(identified as an “Estate”) means that you would achieve all of your goals and objectives, with something 
left over at the end your planning horizon (age 90). 
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Retirement Planning Life Goals – Current Situation 

 
The Life Goals Analysis – Current Situation is a snapshot of your entire financial life assuming you make 
no changes in your current financial behaviour. This means that you continue to spend and save as you 
have in the past and you maintain an investment strategy consistent with how your assets are currently 
invested. A 6.43%pre-tax rate of return was used when doing the analysis because this is the expected rate 
of return for the existing asset allocation in your portfolio. 
 
The analysis indicates that there is a projected capital shortage of $424,914. This means you would require 
this amount of additional money in the bank today to meet all your goals.  The following graph illustrates how 
your savings, withdrawals and your expected long-term rate of return will impact your investment capital 
over your lifetime. 
 

 
 
 
Additional Monthly Indexed Savings Required 

As mentioned above, you would need an additional $424,914 in the bank today to eliminate all of your 
shortfalls in the future. This of course is not something that you can change, however, there are a 
number of controllable changes you can make that could eliminate this shortfall. One alternative that is 
within your control is to alter the amount of money that you save each year. The analysis identifies the 
additional amount you would need to save as being $6,304 per month indexed to inflation, in order to 
meet all of your goals, assuming no changes to other factors. Your financial strategy detailed in the next 
section will either confirm this level of savings or reduce the required savings by adjusting other things 
that are reasonably within your control. 
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Retirement Planning Life Goals Summary – Current Si tuation 

 

 
$ Per  
Year  

Index  
Rate  

From  
(Year)  Age  

To  
(Year)  Age  

Present 
Value 

INFLOWS 
Salaries, Pensions & Other Revenues   
Mark's Salary 100,000 3.00% 2008 49 2013 54 572,145
Mark's CPP/QPP 7,430 3.00% 2019 60 2049 90 141,785
Mark's OAS 6,027 3.00% 2024 65 2049 90 91,530
Maria's Salary 50,000 3.00% 2008 48 2014 54 330,623
Maria's CPP/QPP 7,430 3.00% 2020 60 2050 90 139,084
Maria's OAS 6,027 3.00% 2025 65 2050 90 89,787
Mark's Pension 25,000 3.00% 2014 55 2049 90 584,254
Mark's Inheritance 100,000   2021 62 2021 62 53,034
Maria's Sale of Business 50,000 3.00% 2015 55 2015 55 43,702
Education Savings 400 3.00% 2008 49 2012 53 1,925
Life Insurance 25,000   2049 89 2049 89 3,382
Life Insurance 10,000   2050 90 2050 90 1,288
Total Salaries, Pensions & Other Revenues   2,052,540
  
Investment Income   
Mark's Investment Income       26,895
Mark's Dividend Income       1,622
Maria's Investment Income       17,610
Maria's Dividend Income       1,062
Total Investment Income   47,189
  
Withdrawals from Capital   
Mark's Registered Withdrawals   2017 58 2022 63 102,984
Maria's Registered Withdrawals   2017 57 2022 62 50,726
Education funds       22,197
Mark's Non-Registered Withdrawals       89,620
Maria's Non-Registered Withdrawals       54,185
Total Withdrawals From Capital   319,712
  
Total Income & Capital From All Sources   2,419,440
  
Taxes Payable   
Taxes Payable Mark       321,078
Taxes Payable Maria       85,088
Total Taxes Payable   406,166
  
Net Inflows   2,013,274
  
OUTFLOWS   
  
Savings   
Mark's RSP Savings 5,000   2008 49 2013 54 28,607
Maria's RSP Savings 2,500   2008 48 2013 53 14,304
Mark's Planned Other Savings 2,000   2008 49 2013 54 11,443
Mark's Unplanned Other Savings       20,218
Maria's Planned Other Savings 1,000   2008 48 2014 54 6,612
Maria's Unplanned Other Savings       8,629
Education savings 2,400   2008 49 2012 53 11,552
Total Savings   101,365
  
Life Goals   
Current Lifestyle 99,990 3.00% 2008 49 2013 54 573,905
Retirement Lifestyle (After Tax) 70,000 3.00% 2014 55 2050 91 1,667,121
David's Education 14,288 3.00% 2010 51 2013 54 53,444
Kitchen Renovations 20,000 3.00% 2009 50 2009 50 19,619
Roof on House 10,000 3.00% 2010 51 2010 51 9,623
Retirement Cruise 15,000 3.00% 2015 56 2015 56 13,111
Total Life Goals   2,336,823
  
Total Outflows   2,438,188
Shortfall to Achieve Objectives   -424,914
Monthly indexed savings required to meet objectives  $    6,304 
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Retirement Planning Life Goals Analysis – Your Stra tegy 

 
After reviewing your overall financial position and considering your priorities, we have identified a 
strategy that will allow you to best meet your goals and objectives. The revised Life Goals Analysis 
illustrates the impact of adopting what we have recommended as your financial strategy. The highlights 
are as follows: 
 
Savings  Current Situation  Your Strategy  Variance  

 Amount  From 
Year  To Year Amount  From 

Year  To Year  
Mark's Registered Savings  $5,000 2008 2013 $5,000 2008 2016  $0
Maria's Registered Savings  $2,500 2008 2013 $2,500 2008 2017  $0
Mark's Open Savings  $2,000 2008 2013 $2,000 2008 2016  $0
Maria's Open Savings  $1,000 2008 2014 $6,000 2008 2017  $5,000
Education Savings  $2,400 2008 2012 $2,400 2008 2012  $0

 
Age of Retirement  Current Situation  Your Strategy  Variance  
Mark's Retirement Age    55       58     3 
Maria's Retirement Age   55       58     3 

 
Retirement Objectives  Current Situation  Your Strategy  Variance  

 Amount  From 
Year  To Year Amount  From 

Year  To Year  
Retirement Lifestyle (After Tax)  $70,000 2014 2050 $65,000 2017 2050  $-5,000

 
Other Objectives  Current Situation  Your Strategy  Variance  

 Amount  From 
Year  To Year Amount  From 

Year  To Year  
David's Education   $14,288 2010 2013 $14,288 2010 2013  $0
Kitchen Renovations   $20,000 2009 2009 $20,000 2009 2009  $0
Roof on House   $10,000 2010 2010 $10,000 2010 2010  $0
Retirement Cruise   $15,000 2015 2015 $0 2015 2015  $-15,000

 

Portfo lio Returns  Current Situation  Your Strategy  Variance  

 Amount  From 
Year  To Year Amount  From 

Year  To Year  
Portfolio Rate of Return  6.43% 2008 2050 7.32% 2008 2050  0.89%

 
 

In cases where some of your objectives have either been reduced or totally eliminated in your strategy, 
we are not saying that you cannot achieve these objectives.  What we are saying is that these objectives 
cannot be paid for from accumulated savings and either must be eliminated or financed through 
borrowings and those borrowings be repaid from your normal lifestyle.  The key to remember is that any 
such borrowings cannot be allowed to interfere with your planned savings. Otherwise your strategy for 
long-term financial success will be compromised. 
 
Based on the above strategy, there is a projected estate surplus of $17,592 in today's dollars or 
$143,368 in future dollars.  
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Retirement Planning Life Goals Summary – Your Strat egy  

 

 
$ Per  
Year  

Index  
Rate  

From  
(Year)  Age  

To  
(Year)  Age  

Present 
Value 

INFLOWS 
Salaries, Pensions & Other Revenues   
Mark's Salary 100,000 3.00% 2008 49 2016 57 834,389
Mark's CPP/QPP 7,430 3.00% 2019 60 2049 90 141,785
Mark's OAS 6,027 3.00% 2024 65 2049 90 91,530
Maria's Salary 50,000 3.00% 2008 48 2017 57 459,249
Maria's CPP/QPP 7,430 3.00% 2020 60 2050 90 139,084
Maria's OAS 6,027 3.00% 2025 65 2050 90 89,787
Mark's Pension 26,530 3.00% 2017 58 2049 90 550,441
Mark's Inheritance 100,000   2021 62 2021 62 53,034
Maria's Sale of Business 50,000 3.00% 2018 58 2018 58 41,252
Education Savings 400 3.00% 2008 49 2012 53 1,925
Life Insurance 25,000   2049 89 2049 89 3,382
Life Insurance 10,000   2050 90 2050 90 1,288
Total Salaries, Pensions & Other Revenues   2,407,146
  
Investment Income   
Mark's Investment Income       44,661
Mark's Dividend Income       7,491
Maria's Investment Income       43,873
Maria's Dividend Income       7,358
Total Investment Income   103,384
  
Withdrawals from Capital   
Mark's Registered Withdrawals   2031 72 2048 89 159,348
Maria's Registered Withdrawals   2032 72 2050 90 148,758
Education funds       22,510
Mark's Non-Registered Withdrawals       115,439
Maria's Non-Registered Withdrawals       112,137
Total Withdrawals From Capital   558,192
  
Total Income & Capital From All Sources   3,068,722
  
Taxes Payable   
Taxes Payable Mark       431,110
Taxes Payable Maria       146,271
Total Taxes Payable   577,381
  
Net Inflows   2,491,341
  
OUTFLOWS   
  
Savings   
Mark's RSP Savings 5,000   2008 49 2016 57 41,719
Maria's RSP Savings 2,500   2008 48 2017 57 22,962
Mark's Planned Other Savings 2,000   2008 49 2016 57 16,688
Mark's Unplanned Other Savings       40,795
Maria's Planned Other Savings 6,000   2008 48 2017 57 55,110
Maria's Unplanned Other Savings       24,998
Education savings 2,400   2008 49 2012 53 11,552
Total Savings   213,824
  
Life Goals   
Current Lifestyle 94,990 3.00% 2008 49 2016 57 799,657
Retirement Lifestyle (After Tax) 65,000 3.00% 2017 58 2050 91 1,377,583
David's Education 14,288 3.00% 2010 51 2013 54 53,444
Kitchen Renovations 20,000 3.00% 2009 50 2009 50 19,619
Roof on House 10,000 3.00% 2010 51 2010 51 9,623
Total Life Goals   2,259,925
  
Total Outflows   2,473,749
Estate Surplus   17,592
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Retirement Planning Before & After – A Comparison o f Results 

 
Results Before the Implementation of your Financial  Strategy  – To allow you to clearly identify the 
benefits of your financial strategy, here is another look at the projected results of your current behaviour. 
If you did nothing different, you would have a capital shortage of $424,914. This graph is the same as the 
one we looked at before. It illustrates how your savings, withdrawals and your expected long-term rate of 
return will impact your investment capital over your lifetime.   

 
 

 
Results After the Implementation of your Financial Strategy  – Now let us look at the same graph, but 
this time see how the implementation of your financial strategy impacts your results. Compare the graph 
below with the one above. We have gone from a shortfall of $424,914 to a surplus of $17,592 in today’s 
dollars. 

 
 
This comparison clearly identifies the impact your financial strategy has on your investment capital over 
your lifetime. Relatively modest changes in your behaviour can reap very significant benefits that can 
dramatically enhance your future financial destiny. 
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Risk Management – Purpose of Risk Management  

 
Doing comprehensive financial planning dictates that it is important to: 
 
·  Identify the risks that could threaten your financial security. 

·  Quantify the risks. 

·  Determine if there is some way to mitigate the risks through planning. 

·  Transfer the remaining risks that you are unable or unwilling to assume yourself to an insurance 
company. 

 
For the majority of the risks that you face, it will be prudent to transfer as much of it as possible. 
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Risk Management – Survivor Needs on Death  

 
These are the financial goals that have been identified in the event of either of your deaths. They are 
expressed in today’s dollars, after tax.  
 

 ¨  Current Lifestyle:  To provide your family with an annual after tax income of $69,993 indexed for inflation of 
3.0%. 

 
 ¨  Retirement Lifestyle:  To provide the survivor an annual after tax Retirement Lifestyle of $49,000 indexed 

for inflation of 3.0%. 
 

 ¨  Other Objectives:  You have the following additional objectives: 
  

 
On Mark’s Death  

 
 

Description  Goal  Currency  Inflation  
Rate  

Start  
Year  

End  
Year  Rank  

Assumed Burial Costs  $20,000 CAD 0.00% 2008 2008 0 
David's Education  $14,288 CAD 3.00% 2010 2013 1 
Roof on House  $10,000 CAD 3.00% 2010 2010 2 
Kitchen Renovations  $20,000 CAD 3.00% 2009 2009 3 
Retirement Cruise  $7,500 CAD 3.00% 2015 2015 5 
 

 
A survivor needs analysis was performed based on the information identified above along with the 
information you provided to us about your income, expenditures, assets and insurance details. 
 

·  In the event of Mark's death there is a capital shortfall of $477,216.  
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On Maria’s Death 

Description  Goal  Currency  Inflation  
Rate  

Start  
Year  

End  
Year  Rank  

Assumed Burial Costs  $20,000 CAD 0.00% 2008 2008 0 
David's Education  $14,288 CAD 3.00% 2010 2013 1 
Roof on House  $10,000 CAD 3.00% 2010 2010 2 
Kitchen Renovations  $20,000 CAD 3.00% 2009 2009 3 
Retirement Cruise  $7,500 CAD 3.00% 2015 2015 5 
 

 
A survivor needs analysis was performed based on the information identified above along with the 
information you provided to us about your income, expenditures, assets and insurance details. 
 

·  In the event of Maria's death there is a capital shortfall of $21,783. 

 
 



 

Date Printed: 27-Nov-08 Page 35 Best Financial Inc. 

Risk Management – Needs on Disability  

 
These are the financial goals that have been identified in the event either of you become disabled. They 
are expressed in today’s dollars, after tax. 
 
¨  Current Lifestyle:  To provide an annual after tax income of $79,992 indexed for inflation of 

3.0%. 
 
¨  Retirement Lifestyle:  To provide an annual after tax Retirement Lifestyle of $56,000 indexed 

for inflation of 3.0%. 
 
¨  Other Objectives:  You have the following additional objectives: 
  

On Mark’s Disability 
 
 

Description  Goal  Currency  Inflation  
Rate  

Start  
Year  

End  
Year  Rank  

David's Education  $14,288 CAD 3.00% 2010 2013 1 
Roof on House  $10,000 CAD 3.00% 2010 2010 2 
Kitchen Renovations  $20,000 CAD 3.00% 2009 2009 3 
 

 
 
An analysis was performed based on the information above as well as the information you provided to us 
about your income, expenditures, assets and insurance details. 
 

·  Our analysis indicates that in the event of Mark's long-term disability, you require an 
additional $2,571 each month. 
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On Maria’s Disability 

 

Description  Goal  Currency  Inflation  
Rate  

Start  
Year  

End  
Year  Rank  

David's Education  $14,288 CAD 3.00% 2010 2013 1 
Roof on House  $10,000 CAD 3.00% 2010 2010 2 
Kitchen Renovations  $20,000 CAD 3.00% 2009 2009 3 
 

 
An analysis was performed based on the information above as well as the information you provided to us 
about your income, expenditures, assets and insurance details. 
 

·  Our analysis indicates that in the event of Maria's long-term disability, you require an 
additional $121 each month. 
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Risk Management – Critical Illness Protection  

 
With today’s health care environment, this type of coverage can provide peace of mind and protect your 
assets from depletion at a time when you are most vulnerable.  Critical Illness coverage can protect 
against exposure to increased medical expenses and give you the option to obtain time sensitive medical 
treatment out of country as opposed to be added to a waiting list and having to hope that treatment is 
available when you need it. 
 
While critical illness coverage is a matter of choice, we have performed an analysis to identify what we 
feel is the minimum amount of coverage that you should have in place. 
 
   Mark's Illness  Maria's Illness  
Current Age  48  47  
Current Earned Income  $100,000  $50,000  
# of Years to Replace Income  2  2  
Inflation Rate  3.0%  3.0%  
Rate of Return  5.0%  5.0%  
Lump Sum Costs  $25,000  $25,000  
Summary    

Funds To Replace Income  $198,095  $99,047  
Lump Sum Costs  $25,000  $25,000  
Total Insurance Required  $223,095  $124,047  
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Risk Management – Long Term Care Protection   

 
Long Term Care Insurance is designed to protect your estate from the erosion that could occur should 
you be unable to care for yourself due to a prolonged physical illness, disability or cognitive disorder such 
as Alzheimer’s.  
 
We have preformed an analysis to identify the level of coverage we believe you need in order to protect 
your capital from erosion based on full or partial protection. This will help you make an informed decision 
on the level of coverage that is right for you.  
 

Mark's Long Term Care  
Current Age  48  
Target Retirement Age  60  
Mortality  90  
Inflation Rate  3%  
Rate of Return  8.6%  
Marginal Tax Rate  45.0%  
Home Care Cost/Month  $2,000  
Starting Age  75  
Facility Care Cost/Month  $3,000  
Starting Age  80  

Summary  Self Insured  50% Insured  100% Insured  
Daily Home Care Benefit  $0 $80 $160 
Daily Facility Care Benefit  $0 $145 $290 
Future Capital to Fund Difference  $958,269 $479,134 $0 
Present Value of Capital  $275,148 $137,574 $0 
Indexed Savings to Fund Difference  $26,274 $13,137 $0 
 

 
 

Maria's Long Term Care  
Current Age  47  
Target Retirement Age  55  
Mortality  90  
Inflation Rate  3%  
Rate of Return  8.6%  
Marginal Tax Rate  45.0%  
Home Care Cost/Month  $2,000  
Starting Age  75  
Facility Care Cost/Month  $3,000  
Starting Age  80  

Summary  Self Insured  50% Insured  100% Insured  
Daily Home Care Benefit  $0 $80 $160 
Daily Facility Care Benefit  $0 $150 $300 
Future Capital to Fund Difference  $987,025 $493,512 $0 
Present Value of Capital  $270,605 $135,302 $0 
Indexed Savings to Fund Difference  $37,525 $18,762 $0 
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Estate Planning – Purpose of Estate Planning  

 
The purpose of Estate Planning is to plan for the effective enjoyment, ownership, management and 
disposition of assets during life, upon death and after death. Fundamental also to the process is to 
maximize the estate for heirs while reducing taxes and other expenses.  Thus, Estate Planning is the 
creation of wealth, the preservation of wealth and the conservation of wealth at time of death. 
 
Like any planning, the process of creating an Estate Plan includes the following steps: 
 
·  Identify your estate planning objectives 
·  Gather information about your current situation 
·  Analysis of your current situation  
·  Document an appropriate strategy and the eventual outcome of that strategy 
·  Identify Action Steps required to implement the strategy 
·  Make decisions for action 

 
The implementation of an Estate Planning Strategy is achieved using a variety of devices.  The 
fundamentals of estate planning are the execution of a Will and Powers of Attorney (for Property and 
Personal Care).  More comprehensive estate planning might include trusts, estate freezes, holding 
companies, transfers or gifts of property, joint title or life interest in properties, and spousal trusts, just to 
name a few.   
 
Before a strategy becomes effective, the appropriate legal documents must be executed.  Lack of careful 
planning or faulty execution of legal documents can alter or even invalidate the intentions of a well 
thought out strategy.  We recommend that competent legal counsel who is well versed in estate planning 
techniques prepare any legal instruments. 
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Estate Planning – Your Goals & Objectives  

 
There are four Principles of Estate Planning that are fundamental to virtually everyone. These are:  
 
Principle #1 : Provide for your own needs for life – Ensure that your personal lifestyle needs are provided 
for so that you do not have to ever worry about running out of money.  
 
Principle #2 : Safeguard your estate to the maximum extent possible – Identify areas where you may be 
at risk of loss where action can be taken to mitigate such risk. This might include strategies to provide 
creditor protection or judgment proofing. It might also be through the use of powers of attorney for 
property and personal care and domestic contracts where appropriate.  
 
Principle #3 : Protect your estate from the erosion caused by taxes and other expenses – Take steps to 
minimize expenses including taxes, probate fees, estate tax, trustee fees, legal and accounting fees. 
 
Principle #4 : Distribute your estate in an orderly fashion – Identify and implement a distribution strategy 
that ensures that your beneficiaries receive what you intended for them to receive and that the 
distribution strategy is tax effective. 
 
In addition to these principles, you have some specific concerns that must be taken into consideration to 
ensure that your Estate Planning Strategy fulfils your personal goals and objectives.  These are as 
follows: 
 
·  Plan for the effective transfer of your vacation property to your children recognizing the potential tax 

consequences of such a transfer. 

·  Structure your estate to efficiently leave a bequest to charity. 

·  Plan to provide for your children from your previous marriage.  

·  Ensure that your handicapped child is cared for in the event of your death. 

·  Reduce Estate taxes. 

·  Plan for the transfer of your business to your children in the most tax effective manner possible. 

·  Plan for the sale of your business in the most tax effective manner possible. 

·  Plan for the transfer of your farming business to your children in the most tax effective manner 
possible. 

·  Plan for the sale of your farming business in the most tax effective manner possible. 

·  Add any other objectives that your client has identified. 
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Estate Planning – Documents  

 
Last Will and Testament 

 Mark– You have indicated that you have a will that was last updated in 1/2007. 
 

 Maria– You have indicated that you have a will that was last updated in 1/2007. 
 

  
 
Power of Attorney for Property 

 Mark– You indicated that you have executed a Power of Attorney for Property.  This document was last 
updated in 1/2007. 
 

 Maria– You indicated that you have executed a Power of Attorney for Property.  This document was last 
updated in 1/2007. 
 

  
 
Power of Attorney for Personal Care 

  Mark– We have no record of you having a Power of Attorney for Personal Care. If indeed you do not 
have a Power of Attorney for Personal Care, we recommend that one be drafted as soon as possible. 
 

 Maria– We have no record of you having a Power of Attorney for Personal Care. If indeed you do not 
have a Power of Attorney for Personal Care, we recommend that one be drafted as soon as possible. 
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Estate Planning – Current Distribution 

 
 

Detailed Analysis of Mark's Estate (Mark Dies First ) 

Assets   Estate Maria Children Charity Other Total 
Joint Open Account 49,943 49,943
Personal Holdings 125,000 125,000
RESP with RBC 750 750
XYZ Manufacturing 2,000,000 2,000,000
Brokerage Account 25,000 25,000
Mark's RRSP 61,324 61,324

Total Assets  2,025,000 237,017 0 0 0 2,262,017 
 
Liabilities   
Personal Holdings 62,500 62,500

Total Liabil ities  0 62,500 0 0 0 62,500 
 
Death Benefits   
CPP Death Benefits 2,500 2,500

Total Death Benefits  2,500 0 0 0 0 2,500 
 
Total Estate  2,027,500 174,517 0 0 0 2,202,017 
 
Final Expenses   
Assumed Burial Costs 20,000 20,000
Probate and Other Fees 5% 101,250 101,250
Taxes on Registered Investments 46%
Taxes on Investment Assets 46% 2,300 2,300
Taxes on Personal Use Assets 46%
Taxes on Business Use Assets 46% 241,500 241,500

Total Expenses  365,050 0 0 0 0 365,050 
 
Total Estate Minus Total Expenses  1,662,450 174,517 0 0 0 1,836,967
Estate Distribution  -1,662,450 1,652,450 0 10,000 0 0
Total Distribution  0 1,826,967 0 10,000 0 1,836,967 
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Detailed Analysis of Maria's Estate (Maria Dies Sec ond)  

Assets   Estate Children Charity Other Total  
Mark's RRSP 61,324 61,324 
Joint Open Account 99,886 99,886 
Maria's RRSP 30,000 30,000 
Personal Holdings 250,000 250,000 
RESP with RBC 1,500 1,500 
Mark's Residual Estate 1,652,450 1,652,450 

Total Assets  2,095,160 0 0 0 2,095,160 

 
Liabilities   
Personal Holdings 125,000 125,000 

Total Liabilities  125,000 0 0 0 125,000 
 
Death Benefits   
CPP Death Benefits 2,500 2,500 

Total Death Benefits  2,500 0 0 0 2,500 

 
Total Estate  1,972,660 0 0 0 1,972,660 
 
Final Expenses   
Assumed Burial Costs 20,000 20,000 
Probate and Other Fees 5% 104,758 104,758 
Taxes on Registered Investments 46% 42,009 42,009 
Taxes on Investment Assets 46% 2,504 2,504 
Taxes on Personal Use Assets 46%  

Total Expenses  169,271 0 0 0 169,271 

 
Total Estate Minus Total Expenses  1,803,389 0 0 0 1,803,389 
Estate Distribution  -15,000 0 15,000 0 0 
Total Distribution  1,788,389 0 15,000 0 1,803,389 
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Detailed Analysis of Maria's Estate (Maria Dies Fir st) 

Assets   Estate Mark Children Charity Other Total 
Joint Open Account 49,943  49,943
Maria's RRSP 30,000  30,000
Personal Holdings 125,000  125,000
RESP with RBC 750  750

Total Assets  0 205,693 0 0 0 205,693 
 
Liabilities   
Personal Holdings 62,500  62,500

Total Liabilities  0 62,500 0 0 0 62,500 
 
Death Benefits   
CPP Death Benefits 2,500  2,500

Total Death Benefits  2,500 0 0 0 0 2,500 
 
Total Estate  2,500 143,193 0 0 0 145,693 
 
Final Expenses   
Assumed Burial Costs 20,000  20,000
Probate and Other Fees 5%  
Taxes on Registered Investments 46%  
Taxes on Investment Assets 46%  
Taxes on Personal Use Assets 46%  

Total Expenses  20,000 0 0 0 0 20,000 
 
Total Estate Minus Total Expenses  -17,500 143,193 0 0 0 125,693
Estate Distribution  17,500 -17,500 0 0 0 0
Total Distribution  0 125,693 0 0 0 125,693 
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Detailed Analysis of Mark's Estate (Mark Dies Secon d) 

Assets   Estate Children Charity Other Total  
Joint Open Account 99,886 99,886 
Personal Holdings 250,000 250,000 
RESP with RBC 1,500 1,500 
XYZ Manufacturing 2,000,000 2,000,000 
Brokerage Account 25,000 25,000 
Mark's RRSP 61,324 61,324 
Maria's RRSP 30,000 30,000 
Maria's Residual Estate -17,500 -17,500 

Total Asse ts  2,450,210 0 0 0 2,450,210 

 
Liabilities   
Personal Holdings 125,000 125,000 

Total Liabilities  125,000 0 0 0 125,000 
 
Death Benefits   
CPP Death Benefits 2,500 2,500 

Total Death Benefits  2,500 0 0 0 2,500 

 
Total Estate  2,327,710 0 0 0 2,327,710 
 
Final Expenses   
Assumed Burial Costs 20,000 20,000 
Probate and Other Fees 5% 122,511 122,511 
Taxes on Registered Investments 46% 42,009 42,009 
Taxes on Investment Assets 46% 4,804 4,804 
Taxes on Personal Use Assets 46%  
Taxes on Business Use Assets 46% 241,500 241,500 

Total Expenses  430,823 0 0 0 430,823 
 
Total Estate Minus Total Expenses  1,896,887 0 0 0 1,896,887 
Estate Distribution  -10,000 0 10,000 0 0 
Total Distribution  1,886,887 0 10,000 0 1,896,887 
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Planning Assumptions 

 
This comprehensive financial plan is a long-term document that recognizes all aspects of your financial 
situation, both now and in the future. Consequently, it is necessary to make a number of assumptions about 
the future so that we can identify the long-term impact your investment and other decisions will have on your 
situation. The following are some of the key assumptions that we have made in doing our calculations. 
 
Inflation 

The performance of most investments is significantly influenced by a number of economic factors, one very 
significant one being inflation. Your goals and objectives also will be impacted by future inflation rates.  For 
this reason, it is necessary to identify an expected inflation factor.  In your case we have used an assumed 
inflation rate of 3.0% throughout this report unless otherwise identified. 
 
Portfolio Returns 

The long-term average returns used for projecting portfolio performance, are based on historical real rates of 
return for each asset class.  When we say “real” rates of return, this means that we take the historical return 
for each asset class and subtract the historical inflation for the same time period.  We then take your inflation 
assumption of 3.0% as identified above and add this to the real rates of return to get a forward looking 
projected return. These long-term average returns are based on appropriate benchmarks for each asset class 
using 35 years of history where data is available. 
 
Asset Class  Benchmark  
Cash 91 Day T-Bills Index (1) 
Short Term Fixed DEX Short Term Bond Index 
Fixed Income DEX Universe Bond Index 
Special Income 50% Canadian Dividend and 50% Income Trust (2) 
Canadian Equities S&P/TSX Total Return 
Canadian Small Cap Equities Nesbitt Burns Can Small Stock (3) 
U.S. Equities S&P 500 Composite Total Return Index $Cdn. 
U.S. Small Cap Equities Russell 2000 US Small Cap Index $Cdn. (4) 
International Equities MSCI World Total Return Index $Cdn. 
Real Estate Globe Real Estate Peer Index (5) 
1) Historical return reduced by 1%.  
2) Canadian Dividends 1976 - 1985. 50% Canadian Dividend and 50% Canadian Income Trust from 1986. Historical return reduced by 1%.  
3) S&P/TSX Total Return (1982 - 1986). Nesbitt Burns Canadian Small Stock from 1987.  
4) Data from 1979.  
5) Russell/Morguard Property Index (1973 - 1998). Globe Real Estate Peer Index from 1999.  

 
While past investment performance is no guarantee of future performance, history does give us insight into 
how asset classes behave over long periods of time.  That is why we use these benchmarks as the basis for 
projecting future investment performance.  Note also that in your case we have reduced the projected returns 
by 1.0% in order to be more conservative in any projections done. 
    
Portfolio Risk or “Volatility” 

The calculation of expected risk or volatility of each asset class is also done based on the historical benchmark 
for each asset class. In calculating overall portfolio volatility, however, another dimension must be considered, 
that being the degree to which returns of each asset class move up and down, compared to each other. In 
technical terms, this is called “correlation of returns” and it supplies the real power behind asset allocation to 
reduce risk. This is accomplished by combining assets with varying patterns of return in the portfolio so that, as 
some are falling in value, others are offsetting that decline with positive returns. This is a simplified explanation 
and the actual calculation is complex. Fortunately, through the power of modern day computers, we are able to 
accurately compile portfolios that have the highest expected return for whatever level of risk an investor is willing 
to assume. Consequently, we can choose the portfolio that most efficiently matches risk and reward for you and 
has the highest probability of meeting your objectives. 
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Recommendations and Action Plan Checklist 

 
The development of a Comprehensive Financial Plan is an important step in changing your financial 
destiny. However, only the implementation of your strategy will bring the desired results. This Action Plan 
Checklist is designed to provide you with a series of steps that will ensure that your strategy becomes a 
reality. This checklist will also be the tool that will determine when we need to meet to deal with the 
various action steps. If at any time you have a question or concern about any of the actions we are 
scheduled to take, or feel that there is some action that has not been identified, please be sure to bring 
this to my attention.  
 

 

When 

 

Who 

 

What 

Date 
Complete 

Now Lynne 

Mark 

Maria 

Concurrence with Strategy  – Your financial strategy will form the 
basis on which decisions will be based in the future, thus it is 
important that you concur on all aspects of the strategy as described 
in this document. 

 

Mth/Year Lynne 

Mark 

Maria 

Target Asset Allocation  – Based on your Investment Management 
Strategy, begin to reposition your existing assets based on the 
following asset allocation: 

Cash 5.0% 
Short Term Fixed 17.0% 
Fixed Income 14.0% 
Special Income 11.0% 
Canadian Equities 7.0% 
Canadian Small Cap Equities 9.0% 
U.S. Equities 8.0% 
U.S. Small Cap Equities 11.0% 
International Equities 8.0% 
Real Estate 10.0% 
Total  100.0% 
 

 

Mth/Year Lynne Myles 

Mark 

Maria 

Planned Savings  – Structure your current savings as follows: 
 
Description  Existing Savings  New 
Savings  Total Savings  
Mark's Registered Savings $5,000 $0 $5,000 
Maria's Registered Savings $2,500 $0 $2,500 
Mark's Open Savings $2,000 $0 $2,000 
Maria's Open Savings $1,000 $5,000 $6,000 
Education Savings $2,000 $0 $2,000 
Totals  $12,500 $5,000 $17,500 
 

 

Now Lynne 

Mark 

Maria 

Needs on Death 

·    In the event of Mark’s death there is a capital shortage of 
$477,216. We need to work together to identify the appropriate 
type of life insurance coverage needed to eliminate this 
shortage.   

·  In the event of Maria’s death there is a capital shortage of 
$21,783.  We need to work together to identify the appropriate 
type of life insurance coverage needed to eliminate this 
shortage.  
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When 

 

Who 

 

What 

Date 
Complete 

Now Lynne 

Mark 

Maria 

Needs on Disability  

·  In the event of Mark’s disability there is a shortage of $2,571 per 
month. 

·  In the event of Maria’s disability there is a shortage of $121 per 
month.  We need to determine if sufficient coverage can be 
acquired to eliminate this shortfall. 

 

Mth/Year Mark 

Maria 

Assessment of our Advisory Services  

Mth/Year Lynne 

Mark 

Maria 

Portfolio Review date 

 

 

Mth/Year Lynne 

Mark 

Maria 

Summary Review of your financial strategy and Action Plan Update  
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Our Commitment of Service 

 
We view our commitment to develop a financial strategy for you as being the beginning of what we hope is a 
long-term mutually beneficial relationship. But, we have learned from years of experience that just 
developing the strategy really means nothing, unless it is implemented. Implementing the strategy means a 
change in some things that you are currently doing.  Some people we work with greatly dislike making 
changes.  Yet, without change, nothing really happens.  Our mutual efforts to develop a financial strategy for 
you would be wasted. 
 
Thus, we will assist you in any way that we can to help you embrace the changes that we agree need to be 
made by following up with you for the implementation of your Action Plan on a disciplined basis. That is our 
commitment to you. All we ask of you is to accept your part of what is really a joint responsibility, by taking 
the required actions in a time sensitive manner. 
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Appendix 

 
·  Mark’s Needs on Death Life Goals Summary  

·  Maria’s Needs on Death Life Goals Summary 

·  Mark’s Needs on Disability Life Goals Summary  

·  Maria’s Needs on Disability Life Goals Summary  
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Mark’s Needs on Death Life Goals Summary  

 
$ Per  
Year  

Index  
Rate  

From  
(Year)  Age  

To  
(Year)  Age  

Present 
Value 

INFLOWS 
Salaries, Pensions & Other Revenues   
Maria's Salary 50,000 3.00% 2008 48 2014 54 330,623
Maria's CPP/QPP 7,430 3.00% 2020 60 2050 90 139,084
Maria's OAS 6,027 3.00% 2025 65 2050 90 89,787
Mark's Pension 7,500 3.00% 2014 54 2049 89 175,276
Maria's Sale of Business 50,000 3.00% 2015 55 2015 55 43,702
Lump sum benefit on death 2,500   2008 48 2008 48 2,500
CPP Survivor 5,919 3.00% 2008 48 2019 59 64,044
Education Savings 400 3.00% 2008 49 2012 53 1,925
Life Insurance 225,000   2008 48 2008 48 225,000
Life Insurance 10,000   2050 90 2050 90 1,288
Total Salaries, Pensions & Other Revenues   1,073,230
  
Investment Income   
Maria's Investment Income       58,088
Maria's Dividend Income       9,744
Total Investment Income   67,833
  
Withdrawals from Capital   
Maria's Registered Withdrawals   2020 60 2023 63 140,983
Education funds       22,510
Maria's Non-Registered Withdrawals       297,908
Total Withdrawals From Capital   461,400
  
Total Income & Capital From All Sources   1,602,463
  
Taxes Payable   
Taxes Payable Maria       183,904
Total Taxes Payable   183,904
  
Net Inflows   1,418,559
  
OUTFLOWS   
  
Savings   
Maria's RSP Savings 2,500   2008 48 2013 53 14,304
Maria's Planned Other Savings 1,000   2008 48 2014 54 6,612
Maria's Unplanned Other Savings       187,203
Total Savings   208,119
  
Life Goals   
Current Lifestyle 69,993 3.00% 2008 49 2013 54 402,278
Retirement Lifestyle (After Tax) 49,000 3.00% 2014 55 2050 91 1,166,985
David's Education 14,288 3.00% 2010 51 2013 54 53,444
Kitchen Renovations 20,000 3.00% 2009 50 2009 50 19,619
Roof on House 10,000 3.00% 2010 51 2010 51 9,623
Retirement Cruise 7,500 3.00% 2015 56 2015 56 6,555
Assumed Burial Costs 20,000   2008 48 2008 48 20,000
Total Life Goals   1,678,505
  
Total Outflows   1,886,623
Shortfall to Achieve Objectives   -477,216
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Maria’s Needs on Death Life Goals Summary  

 
$ Per  
Year  

Index  
Rate  

From  
(Year)  Age  

To  
(Year)  Age  

Present 
Value 

INFLOWS 
Salaries, Pensions & Other Revenues   
Mark's Salary 100,000 3.00% 2008 49 2013 54 572,145
Mark's CPP/QPP 7,430 3.00% 2019 60 2049 90 141,785
Mark's OAS 6,027 3.00% 2024 65 2049 90 91,530
Mark's Pension 25,000 3.00% 2014 55 2049 90 584,254
Mark's Inheritance 100,000   2021 62 2021 62 53,034
Maria's Sale of Business 50,000 3.00% 2015 56 2015 56 43,702
Lump sum benefit on death 2,500   2008 49 2008 49 2,500
CPP Survivor 5,919 3.00% 2008 49 2018 59 59,253
Education Savings 400 3.00% 2008 49 2012 53 1,925
Life Insurance 25,000   2049 90 2049 90 3,382
Life Insurance 110,000   2008 49 2008 49 110,000
Total Salaries, Pensions & Other Revenues   1,663,510
  
Investment Income   
Mark's Investment Income       82,084
Mark's Dividend Income       13,768
Total Investment Income   95,852
  
Withdrawals from Capital   
Mark's Registered Withdrawals   2030 71 2046 87 227,145
Education funds       22,510
Mark's Non-Registered Withdrawals       248,804
Total Withdrawals From Capital   498,459
  
Total Income & Capital From All Sources   2,257,821
  
Taxes Payable   
Taxes Payable Mark       426,740
Total Taxes Payable   426,740
  
Net Inflows   1,831,081
  
OUTFLOWS   
  
Savings   
Mark's RSP Savings 5,000   2008 49 2013 54 28,607
Mark's Planned Other Savings 2,000   2008 49 2013 54 11,443
Mark's Unplanned Other Savings       144,606
Education savings 2,400   2008 49 2012 53 11,552
Total Savings   196,208
  
Life Goals   
Current Lifestyle 69,993 3.00% 2008 49 2013 54 402,278
Retirement Lifestyle (After Tax) 49,000 3.00% 2014 55 2049 90 1,145,137
David's Education 14,288 3.00% 2010 51 2013 54 53,444
Kitchen Renovations 20,000 3.00% 2009 50 2009 50 19,619
Roof on House 10,000 3.00% 2010 51 2010 51 9,623
Retirement Cruise 7,500 3.00% 2015 56 2015 56 6,555
Assumed Burial Costs 20,000   2008 49 2008 49 20,000
Total Life Goals   1,656,657
  
Total Outflows   1,852,864
Shortfall to Achieve Objectives   -21,783
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Mark's Needs on Disability Life Goals Summary  

 
$ Per  
Year  

Index  
Rate  

From  
(Year)  Age  

To  
(Year)  Age  

Present 
Value 

INFLOWS 
Salaries, Pensions & Other Revenues   
Mark's CPP/QPP 7,430 3.00% 2019 60 2049 90 141,785
Mark's OAS 6,027 3.00% 2024 65 2049 90 91,530
Maria's Salary 50,000 3.00% 2008 48 2014 54 330,623
Maria's CPP/QPP 7,430 3.00% 2020 60 2050 90 139,084
Maria's OAS 6,027 3.00% 2025 65 2050 90 89,787
Mark's Pension 7,500 3.00% 2014 55 2049 90 175,276
Mark's Inheritance 100,000   2021 62 2021 62 53,034
Maria's Sale of Business 50,000 3.00% 2015 55 2015 55 43,702
Education Savings 400 3.00% 2008 49 2012 53 1,925
Life Insurance 25,000   2049 89 2049 89 3,382
Life Insurance 10,000   2050 90 2050 90 1,288
Mark Disability Insurance 24,000   2008 49 2023 64 273,112
Total Salaries, Pensions & Other Revenues   1,344,530
  
Investment Income   
Mark's Investment Income       8,588
Mark's Dividend Income       1,443
Maria's Investment Income       5,450
Maria's Dividend Income       916
Total Investment Income   16,397
  
Withdrawals from Capital   
Mark's Registered Withdrawals   2016 57 2024 65 77,125
Maria's Registered Withdrawals   2016 56 2024 64 54,795
Education funds       22,510
Mark's Non-Registered Withdrawals       114,639
Maria's Non-Registered Withdrawals       71,848
Total Withdrawals From Capital   340,917
  
Total Income & Capital From All Sources   1,701,844
  
Taxes Payable   
Taxes Payable Mark       76,198
Taxes Payable Maria       82,198
Total Taxes Payable   158,396
  
Net Inflows   1,543,448
  
OUTFLOWS   
  
Savings   
Maria's RSP Savings 2,500   2008 48 2013 53 14,304
Mark's Unplanned Other Savings       40,483
Maria's Planned Other Savings 1,000   2008 48 2014 54 6,612
Maria's Unplanned Other Savings       15,875
Education savings 2,400   2008 49 2012 53 11,552
Total Savings   88,825
  
Life Goals   
Current Lifestyle 79,992 3.00% 2008 49 2013 54 459,487
Retirement Lifestyle (After Tax) 56,000 3.00% 2014 55 2050 91 1,333,697
David's Education 14,288 3.00% 2010 51 2013 54 53,444
Kitchen Renovations 20,000 3.00% 2009 50 2009 50 19,619
Roof on House 10,000 3.00% 2010 51 2010 51 9,623
Total Life Goals   1,875,870
  
Total Outflows   1,964,696
Shortfall to Achieve Objectives   -421,247
Monthly after tax revenue to age 65 required    2,571 
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Maria’s Needs on Disability Life Goals Summary  

 
$ Per  
Year  

Index  
Rate  

From  
(Year)  Age  

To  
(Year)  Age  

Present 
Value 

INFLOWS 
Salaries, Pensions & Other Revenues   
Mark's Salary 100,000 3.00% 2008 49 2013 54 572,145
Mark's CPP/QPP 7,430 3.00% 2019 60 2049 90 141,785
Mark's OAS 6,027 3.00% 2024 65 2049 90 91,530
Maria's CPP/QPP 7,430 3.00% 2020 60 2050 90 139,084
Maria's OAS 6,027 3.00% 2025 65 2050 90 89,787
Mark's Pension 25,000 3.00% 2014 55 2049 90 584,254
Mark's Inheritance 100,000   2021 62 2021 62 53,034
Maria's Sale of Business 50,000 3.00% 2015 55 2015 55 43,702
Education Savings 400 3.00% 2008 49 2012 53 1,925
Life Insurance 25,000   2049 89 2049 89 3,382
Life Insurance 10,000   2050 90 2050 90 1,288
Maria Disability Insurance 12,000   2008 48 2024 64 142,053
Total Salaries, Pensions & Other Revenues   1,863,970
  
Investment Income   
Mark's Investment Income       20,037
Mark's Dividend Income       3,362
Maria's Investment Income       11,809
Maria's Dividend Income       1,984
Total Investment Income   37,193
  
Withdrawals from Capital   
Mark's Registered Withdrawals   2019 60 2048 89 154,504
Maria's Registered Withdrawals   2019 59 2048 88 52,911
Education funds       22,510
Mark's Non-Registered Withdrawals       120,294
Maria's Non-Registered Withdrawals       68,655
Total Withdrawals From Capital   418,874
  
Total Income & Capital From All Sources   2,320,037
  
Taxes Payable   
Taxes Payable Mark       341,670
Taxes Payable Maria       21,981
Total Taxes Payable   363,651
  
Net Inflows   1,956,386
  
OUTFLOWS   
  
Savings   
Mark's RSP Savings 5,000   2008 49 2013 54 28,607
Mark's Planned Other Savings 2,000   2008 49 2013 54 11,443
Mark's Unplanned Other Savings       39,564
Maria's Unplanned Other Savings       21,753
Education savings 2,400   2008 49 2012 53 11,552
Total Savings   112,919
  
Life Goals   
Current Lifestyle 79,992 3.00% 2008 49 2013 54 448,115
Retirement Lifestyle (After Tax) 56,000 3.00% 2014 55 2050 91 1,333,697
David's Education 14,288 3.00% 2010 51 2013 54 53,444
Kitchen Renovations 20,000 3.00% 2009 50 2009 50 19,619
Roof on House 10,000 3.00% 2010 51 2010 51 9,623
Total Life Goals   1,864,498
  
Total Outflows   1,977,416
Shortfall to Achieve Objectives   -21,030
Monthly after tax revenue to age 65 required    122 
 
 
 


