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Executive Summary

The Scope of this Review

Muriel, this financial review is intended to provide you with projections of possible outcomes for your financial situation.  It is highly dependent on the assumptions of return rate and spending.  We hope it provides you with a level of comfort and direction for your financial future.  As your financial situation changes in terms of spending amounts or market conditions, you can return to this report to compare your actual situation versus these projections.

Your Goals

Muriel we have reviewed your financial situation to assess the following:

· To confirm the adequacy of your assets and project a potential estate.

· To review the impact of tax on the use of your non-registered and RRSP assets.

Key Findings

· You have adequate funds to support your lifetime.  This allows you the flexibility of:

· Gifting funds to family and charity both now and upon your death.

· Tax will apply to redemptions of RRSP or assets with accrued capital gains.

· Your income tax payable will increase significantly over last year and for future years.  

· You can chose to make use of your non-registered assets now, with a lower tax payable than if you redeem your fully taxable RRSP.  However, your future tax bill will be higher due to the higher value of your deferred RRSP at age 69.

· The value of your RRIF will create minimum payments once you turn age 69 that will exceed your current level of spending and place you in the top marginal tax bracket.  This cannot be avoided.

· You can however, minimize your tax payable on your RRIF by withdrawing funds between now and age 69 while you are in a lower tax bracket.

· This transfer of RRSP to non-registered will lower the value of your RSP (and resultant taxable RRIF payments) and allow you to earn tax-preferred non-registered income.

· Between now and when your RRSP converts to a RRIF you can take advantage of our tax system that applies a noticeably lower percentage of tax on the lower two tax brackets.  Maximizing income from your RRSP and other sources up to these brackets ($73,000) can be advantageous.

· Gifting strategies can create tax credits that will reduce your tax payable on other income (and reduce your net worth).

· Given the projected value of your RRIF and other assets, there will be a large tax burden on your estate that will reduce the funds that you can leave to charity and to your family.

· A life insurance policy can ‘replace’ the funds lost to tax in order to increase the value of the estate you can leave to your heirs.

· At younger ages premiums are lower.  There is a cost advantage to implementing this strategy at your current age as opposed to in the future.

Major Assumptions Used in this Plan

Your plan outcome is dependent on the assumptions used in this plan.  Please see Appendix A for more detail.  If any of the data is inaccurate or changes in the future this can have a significant impact on your plan and should be revised.  

Assumptions

General Information
	Detail
	Muriel

	Birth Date
	Nov 22 1947

	Proposed Retirement Date
	Retired

	Life Expectancy
	90 years

	CPP/QPP Benefits start on
	Age 65

	OAS Benefits start on
	Dec 2012

	Qualify for % of Max. CPP/QPP Benefits
	100%

	Qualify for % of OAS Benefits
	100%

	Inflation
	3%


Regular Income
	Income Source
	Member
	Applicable
	Amount
	Indexed

	CPP Survivor Benefits
	Muriel
	Jan 1 2006 to Oct 31 2012
	$6,000
	Inflation

	Taxable Loan Proceeds
	Muriel
	Jan 1 2006 to Nov 1 2008
	$5,000
	No

	Loan Repayment Capital
	Muriel
	Jan 1 2006 to Nov 1 2008
	$25,000
	Inflation


Regular Expenses
	Expense
	Member
	Annual Amount
	Indexed

	Overall Spending
	Muriel
	$72,000
	Yes


Portfolio Assets
	Asset Name
	Market Value Date
	Market Value
	Cost Base
	Int. (%)
	Div. (%)
	Cap. Gain (%)
	Def. Growth (%)
	Total (%)

	Investment Portfolio 
	Nov 1 2006
	$239,985
	$139,894
	    0.00
	    2.00
	    2.00
	    3.00
	    7.00

	Investment Portfolio-DS 
	Nov 1 2006
	$209,000
	$146,000
	    0.48
	    1.68
	    1.68
	    2.52
	    6.36

	Money Market 
	Nov 1 2006
	$110,000
	$110,000
	    3.00
	    0.00
	    0.00
	    0.00
	    3.00

	FUND RRSP 
	Oct 1 2006
	$2,257,000
	$0
	    2.50
	    1.00
	    1.00
	    1.50
	    6.00

	RSP at FUND Trust 
	Oct 1 2006
	$212,000
	$0
	    2.50
	    1.00
	    1.00
	    1.50
	    6.00


Total Return is a weighted average of Cash (3%), Fixed Income (5%), Canadian Equity (7%) and U.S. and International Equity (8%).

Regular Asset Redemption Strategies
	Asset Name
	Applicable
	Amount
	Indexed

	FUND RRSP (Muriel)
	Jan 1 2006 to Dec 31 2016
	$3,000/Month
	No

	RRSP FUND and FUND Conversion to RRIF
	Age 69 – receipt in 2017
	Minimum
	As per government schedule


Current Financial Position

Net Worth

Your current net worth is listed below.  The return rate on these assets will form the basis of your retirement income and capital and will impact your projected estate value.

Net Worth Statement-Estimated November 2006

	
	Muriel

	Non-Registered Assets
	

	    Investment Portfolio
	 239,985 

	    Investment Portfolio-DS
	 209,000 

	    Money Market
	 110,000 

	    Total Non-Registered Assets
	 558,985 

	
	

	Registered Assets
	

	    FUND RRSP
	 2,265,136 

	    RSP at FUND Trust
	 213,060 

	    Total Registered Assets
	 2,478,196 

	
	

	Total Assets
	 3,037,181 

	
	

	Total Net Worth
	 3,037,181 


*In addition but not shown is the Trust valued at approximately $697,000

The table below projects the value of your assets at the end of your lifetime. As per your comments, you have more than sufficient assets to provide for your lifetime as indicated by the substantial value of your projected estate.

Estate Estimation
	
	2036:89

	Non-Registered
	

	Investment Portfolio
	 1,337,556 

	Investment Portfolio-DS
	 2,382,857 

	    Subtotal
	 3,720,413 

	Registered
	

	FUND RRSP
	 2,004,609 

	RSP at FUND Trust
	 214,832 

	    Subtotal
	 2,219,441 

	Pro-Forma Net Worth
	 5,939,854 

	
	

	Death Benefits
	

	CPP/QPP Death Benefits
	 2,500 

	    Subtotal
	 2,500 

	Estate Before Taxes & Expenses
	 5,942,354 

	Additional Income Taxes
	(1,261,478)

	Final Estate
	 4,680,876 

	Estate Shrinkage ($)
	 1,258,978 

	Estate Shrinkage (%)
	 21 


Retirement Goal

Muriel you are currently retired and we are projecting a lifespan to age 90.

You intend to spend approximately $72,000 per year.  The graph below projects that you will have more than sufficient assets and income to support your retirement at that spending level, given the assumptions of return (6% to 7%) and inflation (3%) within this plan.  

The graph assumes that income in excess of your needs generated by your pensions, non-registered investments and RRIF income, are re-invested into your non-registered account.

Your projected net worth at the end of your lifespan is $5.9 million.  In terms of buying power this is worth approximately $2.4 million today.  This figure would be reduced by burial costs, income taxes and other expenses, to arrive at the estate you could leave for your heirs.  Your estate, before added expenses, is estimated at $4.6 million.  The difference is due to projected taxes owing.  A reduction estimated at $1.2 million.

Projected Net Worth

[image: image3.wmf]Muriel

Retired

Deceased


[image: image4.wmf]2006

2009

2012

2015

2018

2021

2024

2027

2030

2033

2036

0M

1M

2M

3M

4M

5M

6M

Total Net Worth

Lifestyle Assets

Total Net Worth

Year 2036

Amount        5,939,854


The above net worth graph assumes that once RRIF payments begin, any excess funds are saved to your non-registered portfolio rather than being spent.  The graph below projects annual saving figures.

Projected Surplus – Re-invested at 6.3%
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During retirement you will income from your investments, your RRSP/RRIF, along with CPP survivor benefits to age 65 when your own CPP will take over.  As well, there is the loan income until 2008.  After 2008, the reduced income creates a shortfall remedied by the redemption of capital from your investments until RRIF begins at age 69.

Retirement Income Summary
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OAS is automatically clawed back once the threshold of $62,144 is reached at a rate of 15% per dollar of net income above this level.  The after-tax income figure reflects the post clawback figure.

Current Cashflow: The following provides us with an estimate of your income and expenses.  Please note that the Investment Income is based on the return rates within this plan.  Your actual investment income by type and amount will differ from these figures.  The purpose of this table is to estimate an appropriate spending figure for the projections.   

Cash Flow Details-2006

	
	2006

	Cash Inflows
	

	
	

	Investment Inflows:
	12,000

	RRSP  Inflows:
	36,000

	Other Income:
	

	    Loan Repayment Capital (Muriel)
	 25,000 

	    Taxable Loan Proceeds (Muriel)
	 5,000 

	    CPP Survivor Benefits (Muriel)
	 6,000 

	Total Cash Inflows
	 84,000 

	Taxes-estimated
	12,000

	After-tax inflows to cover all expenses
	72,000


It is assumed that your incomes plus redemption of RRSP are balanced with your living costs and taxes payable.

Cash Flow Projection in Future years.

The table below projects your income over the next 6 years.  Note that as the loan is paid off the investment income and capital is used to supplement your income needs.  In this table the RRIF redemption level is left at $36,000 per year until you convert to RRIF and the minimum is required to be withdrawn.

Itemized Cash Flow Projection-using Investment Capital

	
	2006
	2007
	2008
	2009
	2010
	2011

	Cash Inflows
	
	
	
	
	
	

	Investment Inflows
	 12,158 
	 20,726 
	 21,494 
	 48,220 
	 48,684 
	 50,593 

	RRSP  Inflows:
	 36,000 
	 36,000 
	 36,000 
	 36,000 
	 36,000 
	 36,000 

	Miscellaneous Inflows:
	
	
	
	
	
	

	    Loan Repayment Capital (Muriel)
	 25,000 
	 25,000 
	 24,312 
	 0 
	 0 
	 0 

	    Taxable Loan Proceeds (Muriel)
	 5,000 
	 5,000 
	 4,583 
	 0 
	 0 
	 0 

	    CPP Survivor Benefits (Muriel)
	 6,000 
	 6,180 
	 6,365 
	 6,556 
	 6,753 
	 6,956 

	    Total Miscellaneous Inflows:
	 36,000 
	 36,180 
	 35,261 
	 6,556 
	 6,753 
	 6,956 

	
	
	
	
	
	
	

	Total Cash Inflows
	 84,158 
	 93,906 
	 92,755 
	 90,776 
	 91,437 
	 93,549 

	Taxes-Estimated
	 11,601 
	 12,505 
	 13,660 
	 10,707 
	 10,400 
	 10,081 

	    After-tax Inflows to cover all spending
	 72,000 
	 74,160 
	 76,385 
	 78,676 
	 81,037 
	 83,468 


Note how taxes payable are higher than those reported on your 2005 tax filing, of only $1,997.  This is due to the sources of income, particularly the RRSP income which is fully taxable.   The alternative is to completely deplete your non-registered assets which will receive a preferential or no tax treatment (return of capital).  However this may not be an optimal solution.

RRIF Minimum Payments
Your RRSP must convert to a RRIF by the end of the year in which you turn 69.  Your first payment taken in the year that you turn 70 is based upon the previous year-end of year value x the government prescribed minimum.  The table below estimates those minimums in the year of receipt.

RRIF Income Summary
	Year
	Age(s)
	RRIF Assets
	RRIF Income
	RRIF %

	2006
	 59
	 2,496,545 
	 0 
	 0 

	2007
	 60
	 2,609,177 
	 0 
	 0 

	2008
	 61
	 2,728,566 
	 0 
	 0 

	2009
	 62
	 2,855,119 
	 0 
	 0 

	2010
	 63
	 2,989,265 
	 0 
	 0 

	2011
	 64
	 3,131,460 
	 0 
	 0 

	2012
	 65
	 3,282,187 
	 0 
	 0 

	2013
	 66
	 3,441,957 
	 0 
	 0 

	2014
	 67
	 3,611,314 
	 0 
	 0 

	2015
	 68
	 3,790,832 
	 0 
	 0 

	2016
	 69
	 3,981,271 
	 0 
	 0 

	2017
	 70
	 4,024,297 
	 189,577 
	 4.76% 

	2018
	 71
	 4,058,051 
	 201,215 
	5.00%

	2019
	 72
	 3,992,392 
	 299,484 
	 7.38% 

	2020
	 73
	 3,923,674 
	 298,631 
	 7.48% 

	2021
	 74
	 3,851,684 
	 297,807 
	 7.59% 

	2022
	 75
	 3,776,244 
	 296,965 
	 7.71% 

	2023
	 76
	 3,696,824 
	 296,435 
	7.85%

	2024
	 77
	 3,613,731 
	 295,376 
	7.99%

	2025
	 78
	 3,526,538 
	 294,519 
	8.15% 

	2026
	 79
	 3,434,897 
	 293,761 
	8.33%

	2027
	 80
	 3,338,545 
	 292,997 
	8.53%

	2028
	 81
	 3,237,315 
	 292,123 
	8.75%

	2029
	 82
	 3,131,133 
	 291,035 
	8.99%

	2030
	 83
	 3,019,385 
	 290,256 
	9.27%

	2031
	 84
	 2,901,963 
	 289,257 
	9.58%

	2032
	 85
	 2,778,623 
	 288,165 
	9.93%

	2033
	 86
	 2,649,052 
	 287,032 
	10.33%

	2034
	 87
	 2,512,945 
	 285,833 
	10.79%

	2035
	 88
	 2,369,823 
	 284,717 
	11.33%

	2036
	 89
	 2,219,441 
	 283,431 
	11.96%


Key Observations

· The RRIF minimum is forced out and is fully taxable whether you require the income or not.  The after-tax value of your payments, along with your CPP and other non-registered investment income will exceed your spending need of $72,000 annually.

· Your RRIF is not exhausted during your lifetime and remains valued at approximately $2.2 million at the time of your death.  Almost 50% will be lost to tax.

Projected cash flow once RRIF begins - minimum
	
	2017
	2018
	2019
	2020
	2021
	2022

	Cash Inflows
	
	
	
	
	
	

	Investment Inflows:
	 18,874 
	 20,163 
	 21,540 
	 23,011 
	 24,583 
	 26,262 

	RRSP Inflows:
	
	
	
	
	
	

	    FUND RRSP (Muriel)
	 171,227 
	 181,738 
	 270,495 
	 269,725 
	 268,981 
	 268,220 

	    RSP at FUND Trust (Muriel/RRSP)
	 18,350 
	 19,477 
	 28,989 
	 28,906 
	 28,826 
	 28,745 

	Pension Inflows:
	
	
	
	
	
	

	    CPP/QPP (Muriel)
	 13,745 
	 14,157 
	 14,582 
	 15,019 
	 15,470 
	 15,934 

	    OAS (Muriel)
	 8,050 
	 8,292 
	 8,540 
	 8,797 
	 9,060 
	 9,332 

	Total Cash Inflows
	 230,246 
	 243,826 
	 344,146 
	 345,458 
	 346,920 
	 348,493 

	
	
	
	
	
	
	

	Cash Outflows
	
	
	
	
	
	

	Taxes-Estimated
	
	
	
	
	
	

	    Net Federal Tax (Muriel)
	 45,917 
	 49,087 
	 77,377 
	 76,920 
	 76,470 
	 76,013 

	    Net Provincial Tax (Muriel)
	 28,284 
	 30,226 
	 47,253 
	 47,027 
	 46,811 
	 46,597 

	    Repayment of Social Benefits (Muriel)
	 8,050 
	 8,292 
	 8,540 
	 8,797 
	 9,060 
	 9,332 

	    Total Taxes
	 82,251 
	 87,604 
	 133,171 
	 132,744 
	 132,341 
	 131,941 

	Spending ($72,000 indexed by inflation)
	 99,665 
	 102,655 
	 105,734 
	 108,906 
	 112,174 
	 115,539 

	Reinvestments of Investment Income
	 18,874 
	 20,163 
	 21,540 
	 23,011 
	 24,583 
	 26,262 

	Total Cash Outflows
	 200,790 
	 210,422 
	 260,445 
	 264,662 
	 269,098 
	 273,742 

	
	
	
	
	
	
	

	Annual Surplus
	 29,456 
	 33,405 
	 83,701 
	 80,796 
	 77,822 
	 74,751 


Future Consideration

Clawback of OAS and Age Credit-age 65 onwards

· Once RRIF payments begin at age 69, the entire value of OAS and the Age credit will be clawed-back from you.

· Currently the age credit is entirely gone at net income of approximately $64,000.

· OAS is clawed back beginning at $62,000 and is completely gone by $101,000.

· Between age 65 and 69 it may be possible to retain all or a portion of these by redeeming a combination of non-registered and RRSP money.  The non-registered if a return of capital or capital gains could keep your net income below the thresholds.

· The trade-off is the lost use of your lower tax bracket to remove RRSP income and reduce future taxation.

Pension Credit – creating pension income at age 65

· At age 65 the Pension tax credit applies to pension income generated from a RRIF, but not from CPP or OAS nor to lump sum redemptions from an RRSP.

· Triggering RRIF payments from your smaller RRSP (rather than just a lump sum redemption from the RRSP) would be beneficial in that it will create pension income.  The pension tax credit is based on $2,000 of qualified pension income. This offers a a federal tax savings of 15.25% x $2,000 = $305 against tax payable.

Tax Bracket Considerations
Due to our graduated tax system, the level of tax applied to our income rises as our income rises.  The table below shows the 4 Federal Tax Brackets and the associated tax rates.  We pay only 15 cents per dollar of income earned up to $36,378 but 26 cents per dollar earned in excess of $72, 757. 

	Type of Income
	Federal Tax Rate
	Ontario Provincial Tax
	Marginal Tax

Rate

	First Bracket: up to $36,378
	15%
	6.05%
	21.3%

	Second Bracket: $36,379 to $72,756

	22%
	9.15%
	31.15%

	Third Bracket: $72,757 to $118,285
	26%
	11.16%
	43.41%

	Top Bracket: $118,286 +
	29%
	11.16%
	46.41%


Having taxable income up to $72,756 results in the lowest tax impact.  Taking additional amounts of your RRSP to that level may be beneficial as opposed to waiting until later when you will receive RRIF in the higher tax bracket.

When RRIF begins you will be forced to take the minimum payment, which will be more than your spending needs.  Based upon:

· RRIF current value: $2.478 million

· RRSP applied growth rate: 6.0%

· Current withdrawal amount: $36,000 annually

· Projected RRIF Minimum age 69: $189,577 gross; approximately $118,000 after-tax.

Removing the funds now, in a lower tax bracket, even if you invest them or gift them may make sense for your situation.

In terms of level of tax by income type at the highest tax bracket ($118, 286 plus) can be simplified as:

	Type of Income
	% of Tax Payable
	After-tax Amount per $100

	Type of Income
	Highest Tax Bracket

	Interest/RRSP/RRIF/CPP
	46%
	$54

	Canadian Dividends
	26%
	$74

	Capital Gains
	23%
	$77

	Return of Capital
	0%
	$100


Planning Scenarios

There are a number of factors that could affect your retirement plans.  We have explored a number of outcomes for you based on possible What-if situations.   Small changes can have a meaningful impact, both favourably and not.

1. What-if: 

· You were to only earn 5% interest on your investments.
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In this scenario, your net worth is reduced but still sufficient to meet your needs and leave a substantial estate at your age 90.

2. What-if: 

· You were to contribute $50,000 per year to charity (from your RRSP) over the next 5 years.
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In this scenario you can see that your net worth is lower but still more than sufficient to meet your needs.  The $50,000 donation creates a tax credit worth approximately $14,472  which offsets the redemption of funds from the RRSP to make the donation.

Other Considerations

Multiple outcomes are possible, based on changing the assumptions. A very important assumption that is used in this plan is that the annual rate of return is constant in each year.  If in fact you are redeeming investment income or capital in any year of low or negative returns, this would significantly reduce the projected net worth and your ability to support your retirement goals.

Net Worth Table

Net Worth Table

The table below shows the value of your assets throughout your lifetime.  

Net Wealth Accumulation-End of Year
	Year
	Age 
	RRSP 

Assets
	RRIF

 Assets
	Investment 

Assets
	Total Net Worth

	2006
	59
	2,496,545
	0
	552,949
	3,049,494

	2007
	60
	2,609,177
	0
	572,352
	3,181,529

	2008
	61
	2,728,566
	0
	588,031
	3,316,597

	2009
	62
	2,855,119
	0
	576,730
	3,431,849

	2010
	63
	2,989,265
	0
	563,790
	3,553,056

	2011
	64
	3,131,460
	0
	549,071
	3,680,531

	2012
	65
	3,282,187
	0
	533,432
	3,815,619

	2013
	66
	3,441,957
	0
	523,335
	3,965,293

	2014
	67
	3,611,314
	0
	510,715
	4,122,029

	2015
	68
	3,790,832
	0
	495,375
	4,286,207

	2016
	69
	3,981,121
	0
	477,103
	4,458,223

	2017
	70
	0
	4,024,297
	539,115
	4,563,412

	2018
	71
	0
	4,058,051
	608,922
	4,666,974

	2019
	72
	0
	3,992,392
	733,333
	4,725,725

	2020
	73
	0
	3,923,674
	862,182
	4,785,857

	2021
	74
	0
	3,851,684
	995,681
	4,847,365

	2022
	75
	0
	3,776,244
	1,134,024
	4,910,268

	2023
	76
	0
	3,696,824
	1,277,592
	4,974,416

	2024
	77
	0
	3,613,731
	1,426,338
	5,040,069

	2025
	78
	0
	3,526,538
	1,580,599
	5,107,138

	2026
	79
	0
	3,434,897
	1,740,678
	5,175,575

	2027
	80
	0
	3,338,545
	1,906,837
	5,245,382

	2028
	81
	0
	3,237,315
	2,079,294
	5,316,608

	2029
	82
	0
	3,131,133
	2,258,224
	5,389,357

	2030
	83
	0
	3,019,385
	2,444,092
	5,463,477

	2031
	84
	0
	2,901,963
	2,637,102
	5,539,065

	2032
	85
	0
	2,778,623
	2,837,539
	5,616,162

	2033
	86
	0
	2,649,052
	3,045,730
	5,694,782

	2034
	87
	0
	2,512,945
	3,262,005
	5,774,950

	2035
	88
	0
	2,369,823
	3,486,794
	5,856,617

	2036
	89
	0
	2,219,441
	3,720,413
	5,939,854


If your spending rate is higher than planned then your net worth will not grow to the same extent.  See the What-if scenarios on the previous pages.

Gifting

Based upon our discussions and the value of your RRSP you will have more funds than you require for your lifetime.  You had mentioned wanting to assist your step-children and future bequests to universities.  You may want to consider gifting in the near future in order to derive the personal satisfaction in seeing your money put to good use.  As well, donations to a registered charity offer a tax savings on otherwise taxable assets.  For example,

Gifts while living

· Gifts of securities with an accrued capital gain can be made to a registered charity.  No capital gain is realized and no tax is payable.

· The gift generates a tax credit that can offset tax owing on other taxable income such as your RRSP withdrawal.

· The tax credit is worth 15.25% on the first $200 and 29% on any remaining amounts.

· The maximum gift can be 75% of income for the year.

· A gift of securities worth $250,000 over 5 years at $50,000 per year would generate an annual tax credit worth:

· $200 x 15.25% = $30.50

· $49,800 x 29% = $14,442

· total tax credit = $14,472.00

· A tax credit of $14, 472 would offset the tax payable on approximately $62,000 per year of taxable income.

Gifts upon death

There are projected to be substantial assets remaining when you die. These are likely to be RRIF assets.  Upon death the RRIF is fully taxable at the highest tax bracket.  An income replacement strategy would optimize the use of your personal wealth to benefit charities or family.  The strategy works as follows;

· In the year of death the annual charitable contribution limit rises to 100% rather than 75%.

· If a charity becomes the named beneficiary then a charitable receipt will be issued which will offset the tax owing.

· A life insurance policy equivalent to the value of the RRIF is then payable to the other beneficiaries .

· The impact of this is to return the full value of the remaining assets to the other beneficiaries.  Benefit is thereby retained for both the charity and the beneficiaries with taxes minimized.

· The cost is the premiums during your lifetime to pay for the insurance.

Gifts to Family while Living

Your asset base is sufficient that gifting should be feasible.  To trigger the least tax consider:

· Redeeming assets with little appreciation, such as the money market.

· Note, if you chose to supplement income with non-registered assets until RRIF begins then based upon our assumptions you should not gift more than $200,000 of your current $558,000 non-registered capital, otherwise you will deplete it prior to RRIF.

· Borrowing funds to gift.  You do not need to redeem your own assets and trigger gains but you will need to pay the interest expense on the loan.

Personal Foundation

A personal foundation can carry your name “The Muriel Client Fund for Advanced Medical Studies” and allows your charitable donations to go to the registered charities of your choice, within Canada.

· A personal foundation can be established to receive donations of cash or securities.

· A personal foundation is a means of providing ongoing grants to charitable groups of your choosing.

· Donations to the charitable foundation generate a charitable tax credit.

· The minimum contribution to establish a foundation through RBC is $25,000.

· To deliver this unique program, RBC has partnered with the Charitable Gift Funds Canada Foundation (CGFCF) one of the leading charitable foundations in Canada.

Note to make use of charitable donations for the 2006 tax year, all donations must be made by December 31, 2006.

Recommended Next Steps

Now that you have an overview of your current financial situation, where do you go from here? Our recommendations are as follows:

Investments

· Review your portfolio with Advisor to ensure that you are on track with your investments.

· Discuss liquidity need with Advisor to ensure that a suitable level of funds are available for your new home and for assistance to your step-daughter.  In addition, consider obtaining a line of credit for short-term needs that may arise.  This will provide you with more flexibility.

· Monitor your net worth on a regular basis and particularly after a downward market to make any required adjustments to spending or investment.  Advisor will assist you with this monitoring.

· Consolidation of your assets with Advisor will optimize your overall portfolio allocation and reduce the management time and cost for you.  In addition, it will simplify your estate.

Gifting

· Consider the benefit and personal satisfaction of gifting to charity today rather than upon your death.

· A personal ‘foundation’ can be set-up for you to distribute your charitable gifts.

· Contributions create a tax credit to offset other taxable income and can also take advantage of accrued gains on non-registered funds or fully taxable RRSP redemption.

· Your asset base can support gifts to family as well.  Redemption of non-registered funds would create the least tax as opposed to RRSP redemptions.  Your gifts should be less than $200,000 of your current capital if you wish to supplement your retirement income until RRIF begins.

Estate Planning

· Consider the use of a life insurance policy to ‘replace’ the money lost to final taxes.

One final thought!

Remember to maintain a long-term focus with your plan. Do not expect to anticipate every curve in the road but be prepared to adjust your plan when necessary. Your financial plan is not a single event but a journey that may cover ten, twenty, thirty years or longer.

Delivery Acknowledgement

I have reviewed and accept the information contained within this plan and understand the assumptions associated with it. I believe that all information provided by me is complete and accurate to the best of my knowledge. I recognize that performance is not guaranteed and that all future projections are included simply as a tool for decision-making and do not represent a forecast of my financial future. This plan should be reviewed periodically to ensure that decisions made continue to be appropriate, particularly if there are changes in family circumstances, such as an inheritance, birth of a child, death of a family member, or material change in incomes or expenses.

Muriel Client

Date:  


Please note...

We have prepared this plan based on information provided by you. We have not attempted to verify the accuracy or completeness of this information. As the future cannot be forecast with certainty, actual results will vary from these projections. It is possible that these variations may be material. The degree of uncertainty normally increases with the length of the future period covered.

An estimate of what income is being generated by non-registered assets.





21% of your estate is projected to be lost on taxes.  The RRIF will lose almost ½ of it’s value.





The amount of income after-tax that exceeds your needs.  Assumed re-invested.
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