
 

Your Living Plan Summary 
Prepared for Mr. and Mrs. Client 
 

 
Short Term Goals/Cash Flow Needs 

Objectives 
 Allocate sufficient assets for the purchase of the home in Florida. 

 
Assumptions 

 The purchase price of the home in Florida is $390,000.  You have made a $20,000 down 
payment and will pay the balance due of $370,000 prior to the end of the year. 

 In addition to funds needed to complete the purchase of this home, you want to account for 
additional living expenses of $25,000 per year, adjusted for inflation, beginning January of next 
year. 

 
Observations & Recommendations 

 As you will see in the cash flow projections, $370,000 is included as an expense line item.  
These funds will come from your money market account. 

 The additional living expenses of $25,000 per year are also included as a line item in your cash 
flow beginning next year.  These expenses will be adjusted for inflation. 

 
Financial Independence 

Objectives 
 Ensure assets are sufficient in order to maintain your current standard of living during 

retirement and throughout your lifetimes. 
 Coordinate retirement planning with investment planning. 

 
Assumptions 

 Both of you are retired. 
 General Assumptions 

o Inflation Rate:  2.44% based on an historical Consumer Price Index 
o Tax Rates:  Federal calculated based on Form 1040; State based on OH 
o Growth Rates: your blended rate of return is approx. 5% 
o Life Expectancy: age 95 

 
 Current income and expenses 

o Based on the information provided, your current income is as follows: 
 Pension #1:   $97,284 per year, no inflation 
 Pension #2:   $5,980 per year, no inflation 
 Mr. Client’s Social Security: $39,989 per year, inflating 1.5% annually 
 Mrs. Client’s Social Security: $17,138 per year, inflating 1.5% annually 

 
o Based on the information provided, your current expenses are $180,000 per year, 

broken down as follows: 
 General Living Expenses: $155,494 per year, adjusted for inflation 
 Liabilities:   $15,360 per year, level until paid off 
 Insurance Premiums:  $9,146 per year, level 
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 In addition to the above expenses, we have included Medicare payments for 

supplemental coverage of $4,000 per year per person.  These expenses will 
be adjusted for inflation. 

 
 Future Income Sources: 

o Mr. Client’s required minimum distributions (RMDs) will begin April 1, 2021.   
o Mrs. Client’s required minimum distributions will also begin in 2021, but are minimal 

based on her single IRA account. 
 

Observations & Recommendations 
 Based on the above assumptions, and an assumed rate of return of approx. 5% per year, you 

are well-positioned to withdraw the necessary funds from your portfolio to support your 
spending goals throughout your lifetimes.  As you can see from the graph below, your net 
investable assets decrease slowly over your lifetimes, with a projected value of approx. $1.8 
million at age 95.   
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 Segmentation of Assets 

o By taking a segmentation of assets approach to the portfolio we are minimizing the 
overall volatility of the portfolio. 

o With this approach we break out your assets into “segments”.   
 The first segment is typically funded with enough assets to support your 

income needs for the first 3 years of retirement.  These assets are invested 
primarily in cash and cash equivalents and are “safe” monies that should not 
be affected by market downturns or adjustments.  Often times these funds 
are left in your bank accounts such as your checking and money market 
accounts. 

 The second segment is funded with assets that will potentially grow for 3 
years (while segment 1 is being spent) and will be sufficient to support the 
next 3-5 years of your retirement.  Since the funds will still be needed in a 
relatively short period of time, they will be invested conservatively but 
perhaps in short-term bond instruments, laddered CDs or other cash-like 
alternatives.  The target rate of return for these funds is typically about 3%. 

 The third segment will also be spent down over a 5-7 year period but will be 
invested for 6-8 years before funds are ever needed to support income 
needs.  Therefore, this segment can typically be invested in balanced and 
growth and income assets.  The target rate of return for these funds is 
approx. 4%-5%. 

 The final segment is allocated for funds that will not be needed to support 
income needs for at least 15 years.  These funds can withstand a little market 
volatility with time to recover over the 15 years in the event there is a market 
adjustment.  In your case there is not a need to take on unnecessary 
volatility to achieve a high rate of return since we’ve already demonstrated 
that your 3% rate of return can support your lifetime spending needs.  But 
this last segment can be funded with assets that take on some volatility to 
get a slightly higher rate of return around 5%-6%, allowing you to either 
increase your future spending goals or pass on more wealth to the next 
generation or leave a family legacy through your grandchildren or other 
charitable causes. 
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Investment Planning 

Objectives 
 Review current investment portfolio for proper diversification and asset allocation. 
 Implement an effective method for monitoring your investment portfolio and develop an 

income distribution strategy to meet your spending needs in retirement. 
 
Assumptions 

 A 5% gross annual rate of return is projected on net investable assets before and during your 
financial independence. 

 
Observations & Recommendations 

 Based on your current investment breakdown, your blended rate of return is 2.9% 
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Risk Management 
Survivor Income Needs 

Objectives 
 Ensure assets are sufficient in order for the surviving spouse to maintain the current standard 

of living in the event of a premature death.  
 Review portfolio of life insurance coverage to ensure it is appropriate for your needs and 

objectives. 
 

Assumptions 
 See the Life Insurance Summary for details. 

 
Observations & Recommendations 

 Life Insurance Policy Analysis 
o ABC Insurance Company 

 Issue Date   March 2000 
 Current Death Benefit $100,000 
 Net Surrender Value  $53,000 
 Cost Basis   $51,300 
 Policy Gain   $1,700 
 Monthly Premium  $213.76 
 Underwriting Class  Standard Smoker 

 
Options available: 
1. Keep As-Is 
 If Mr. Client continues to pay the premium on this policy, it is guaranteed to 

remain in force to age 100.  The dividends received are currently being used 
to purchase paid-up additions therefore the projected death benefit at age 
80 is approx. $129,000 and the projected cash value at age 80 is approx. 
$96,000. 

2. Surrender Policy 
 Mr. Client has the option of cashing in the policy for the projected net 

surrender value of approx. $53,000.  If he does this there will be a small 
taxable gain to report of about $1,900.  These funds could then be reinvested 
or used toward the purchase of your Florida home later this year. 

3. Reduced Paid-Up Policy 
 If Mr. Client no longer wishes to pay the premium to maintain the current 

death benefit, he has the option of taking a reduced paid-up policy.  This 
would provide him a death benefit of approx. $80,200 that is guaranteed 
until age 100.  No further premiums would be due.  The projected death 
benefit at age 80 would be approx. $91,600 and the projected cash value at 
age 80 is approx. $74,000. 
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4. Cash Value Exchange to New Policy 
 Finally, Mr. Client could leverage the current cash value in the policy of 

approx. $53,000 and purchase a new policy.  Because he is no longer a 
smoker, we are assuming an underwriting class of standard non-smoker.  A 
new policy could potentially provide a death benefit of $100,000 which is 
guaranteed to age 121 with no further premiums due (compared to the 
$80,200 of the existing policy).  The death benefit would remain at $100,000 
at age 80 and the projected cash value is approx. $58,000 at age 80.  This 
policy is designed to maintain the death benefit, not accumulate cash value. 

 
o Policy Recommendations  

 As you can see there are several options available to Mr. Client in regards to 
his ABC Life Insurance policy.  We do not feel this death benefit is needed to 
create income for Mrs. Client in the event of his premature death, however 
we do not believe it is in his best interest to surrender it for the cash value.  
You have more than sufficient cash and other liquid assets to complete the 
Florida home purchase and you’ve invested in this policy for 20 years and can 
leverage the funds you have accumulated.   

 
 Because there may be a change in underwriting due to his non-smoker 

status, this is a good time to completely review all the options.  Maintaining 
this death benefit will provide Mrs. Client with a lump sum of cash to cover 
final expenses and other expenditures in the event of his premature death. 

 
 Mrs. Client’s Life Insurance Policy Analysis 

o XYZ Life Insurance Company 
 Issue Date   September 1979 
 Current Death Benefit $8,000 
 Cash Value   $5,000 
 Cost Basis   unknown 
 Quarterly Premium  $21.50  
 Underwriting Class  Smoker 

 
Options available: 
1. Keep As-Is 
 If Mrs. Client continues to pay the premium on this policy, it is projected to 

remain in force to age 100.  The dividends received are currently being used 
to purchase paid-up additions.  The projected death benefit at age 100 is 
approx. $7,500. 
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2. Stop Paying Premiums 
 If Mrs. Client stops paying the premium on this policy, it is still projected to 

remain in force to age 100, however the projected death benefit at age 100 is 
approx. $4,500 since cash from the policy will be used to pay the premium. 

 
3. Reduced Paid Up Policy 
 Finally, Mrs. Client also has the option of electing a reduced paid up policy 

with a reduced death benefit of approx. $7,300.  This option would require 
no further out of pocket premiums nor any premiums from the cash value of 
the policy.  The loan balance would also be paid off.  This death benefit is 
projected to remain in force until age 100.   

 
o Policy Recommendations  

 As you can see there are several options available to Mrs. Client in regards to 
her life insurance policy.  Because of the size of the death benefit we feel the 
best course of action for this policy is to take a reduced paid up policy and 
keep it in force for her lifetime.   

 

Long-Term Care 

Objectives 
 Protect assets from depletion due to the need for in-home or long-term nursing care. 

 
Assumptions 

 Both of you are insured in the event of a long-term care need.  
 See Long Term Care Insurance Summary for details. 

 
Observations & Recommendations 

 Long-term care planning is an important component of most people’s overall financial plan 
and you’ve taken the first important step by purchasing long term care insurance coverage.  
We strongly recommend keeping this coverage in place by continuing to pay the premiums 
and will periodically review the policy to ensure it continues to remain cost efficient.   

 
 Since 2004, Genworth has uncovered several trends in the long-term care services 

landscape.  Not surprisingly, the cost of all types of care has steadily risen over the years – 
from homemaker services to nursing home care.  However, the cost of care provided in 
people’s homes has not risen by the same degree as care provided in facilities.  Genworth’s 
experience shows that the majority of claims begin in the home.  Both of your existing policies 
provide for a 100% of facility benefit for services received in the home. 
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Estate Planning 

Objectives 
 Review current estate planning documents and ensure proper planning documents are in 

place. 
 Provide ideas for a plan that offers flexibility. 
 Implement strategies that will reduce future estate tax liability. 
 Ensure assets are properly titled to attain your goals. 

 
Assumptions 

 We reviewed the following estate planning documents for Mr. and Mrs. Client: 
o Last Will and Testament 
o Durable Power of Attorney 

 
Observations & Recommendations 

 Current Documents 
o You recently had your wills and durable powers of attorney drafted and executed.  

There is not a need at this time to have these reviewed but if you decide to move 
forward with a trust, it will be important to make sure the two documents are 
coordinated.  It may be necessary to write a codicil to your will in order to ensure it 
coordinates with the trust.  This can easily be done with your attorney. 

o In addition to your wills and powers of attorney, the following documents should be 
part of your overall estate plan: 
 Living Wills 

• A Living Will is a document that allows a person to explain in writing 
which medical treatment he or she does or does not want during a 
terminal illness.  A Living Will takes effect only when the patient is 
incapacitated and can no longer express his or her wishes. 

 
 Healthcare Powers of Attorney 

• This document gives the person you designate (the attorney-in-fact) 
the power to make most health care decisions for you if you lose the 
capacity to make informed health care decisions for yourself. 
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 Trust Planning 

o Protection & Control of Assets 
 Would you prefer that your assets stay in your own family?  Without a proper 

plan, your child's spouse may wind up with your money if your child passes 
away prematurely or gets divorced. Your current documents address the 
issue of a premature death as your assets will pass to a grandchild if their 
parent predeceases you.  These assets passing to your grandchildren will be 
held in trust until age 30.  However, if your child divorces his or her current 
spouse, your assets could end up inadvertently going to the former 
spouse.  With a plan, you can set up a trust that ensures that your assets will 
stay in your family, regardless of death or divorce. 

 
o Assets For Grandchildren 

 A trust can also allow you to establish a special gift fund for each grandchild, 
if you so desired.  You could designate a specific dollar amount that would 
pass in trust for their benefit to be given to them at a specific time in the 
future, such as when they get married, purchase their first home or have 
their first baby.  It could be a way to create a memorable gift for your loved 
ones. 
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