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Goal analysis

Learning objectives

This module will enable you to

* Identify goal assumptions

* Define the retirement and education goals

e Review data verification tools

* Create and analyze various scenarios

* Review output pages

Goals section

Naviian

Fimancial Flanning Software

Home
Calculators
Getting Started

Financial Picture

Strategies

Goals

Retirement
Education
Major Purchase
Emergency Fund
Survivar Income
Disability Income
+ Long-Term Care
* Client
* Co-dlient
w Estate Planning
* Setup
* Scenarios

Figure 1: Navigation bar showing
the Goals section

Retirement
Education

Major Purchase

Emergency Fund

Survivor Income

Disability Income

Long-Term Care

Estate Planning

Goal analysis

The Goals section contains the following categories used to
gather and analyze goal information. The categories available
are selected on the Getting Started section — Select Modules
category — Select Modules page. These modules are:

Learning objectives 1
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Goal assumptions

Goal Goal Start Goal End Savings End Funding
Retirement First to retire — | Dec. 31 —last | Month before | SS, pensions, qualified,
birth month to die goal begins and non-qualified
Education Jan. 1 of Jan. 1 of last Dec. 31 of 529, UTMA, and non-
<pe second-last o
specified year year year qualified

Major purchase

Date entered

Date entered

1 month prior
to date entered

Non-qualified

mmediate on-qualifie
Emergency . i
fund
Life insurance Dec. 31 of the Dec. 31 of Qualified and non-
year of last N/A .\
current year death qualified

Defining a retirement goal

Retirement

David Train and Mary Trai... - Core and Elective Base - NPE Level 2

Cbjectives | Questionnaire | Scoring | Profile | Analysis | Reports |

w Hide Instructions

Calculators | Tools

Expenses entered under the Cash Abw page - Expenses section will appear on this page. To view the percentage of the expense that is applicable to Retirement, dick
on the Details button next to the expense, then dick on Other Options. Use this page to enter additional retirement expenses that occur during retirement.
Expenses entered on this page are assumed to apply 100%: during Retirement. The percentage of expenses that applies during Survivor period can be spedified.

Retirement Expenses

Display ~ 1 new entry row(s)

Description* Type* Owner* Child Frequency* Amount* Start Date*  End Date* Infl +/- Add'l Details Delete
[Retirement 7 |Lifestyle j |70int j nfa |Annualryj | $10,000 |Retirement |Retirement + W +|0.00% | BF bt
i B EAY
[Retirement  |Lfestyle =] [Joint x| n/a |annualy ~| | $175,000 |Retrement  |Death M+lo.o0% B[ X)
Chid Care  [Lfestyle =] [Joint  ~| n/a |annualy ~| | $5,000 |Death [Death +20 W +[0.00% |BF| | X
|Property Ta» |Real Estate| [Joint  =| n/a [Monthly ~| | $500 |Jan 12009 |Death M +l0.00% B | X
[ Lfestyle =] oine x| | | |annualy x| | [Retirement  |Dec 312999 W +0.00% |Br| | X

Figure 2: Goals section — Retirement category — Objectives page

2 Goal assumptions




Displaying the retirement profile

Goal analysis

Retirement

Objectives | Questionnaire | Scoring | Profile | Analysis | Reports |

Period Override Investment Profile
 preRetirement T IMDderate j
# Retirement r IMDderate j
Overview

WPE Level 2
|

accounts funding this goal.

Current Portfolio

(5= Cashig%)

The current portfolio shown below reflects the weighted asset mix of all

= Large Cap Equity (05%)

2= Small Cap Equity (17.4%)
B Intern ational Equity (12.5%)
8= Aggregate Bonds (17.4%)

strategy.

Suggested Asset Mix

The asset mix shown below reflects the time horizon and questionnaire for this
spedific goal. It is used for the accounts funding this goal in your proposed

&= Cashigw)

= Large Cap Equity (3349%)
2= Small Cap Equity (9%

[ |nitern ational Equity (17%:)
8= fggregate Bonds (35%)

Summary

Current Portfolio

Expected rate of return is 9.77%.
Expected standard deviation is 15.35%.

Suggested Asset Mix

The proposed investment profile is Moderate.
The proposed time horizon is Very Long.
Expected rate of return is 8.66%.

Expected standard deviation is 12.23%.

Weightings... Revert to Defaults

Asset Allocation

FOWERED BY

ibbotson

Figure 3: Goals section — Retirement category —

Profile page

Displaying the retirement profile 3
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Using the Planning Assistant

NaviPlan Extended - Planning Assistant

Help

Planning Assistant cowe andgective sase - (2009

' Planning Assistant * Plan Analysis Window & tenermtz Printer-friendly  Opientation: |AUtUmatiC j

Overview | Problems | Queskions | Opportunities | Repatts |

The Planning Assistant is designed to assist you in analyzing the client's plan. It contains information the
system has generated by projecting the plan into the future and extracting the relevant details. This
information is dynamically generated by the system and may vary from plan to plan. This facility is organized
into the following categories:

Problems (1): possible problems of which you should be aware

Questions (8): guestionable strategies or data values

Opportunities (1): possible opportunities on which you may capitalize

Repeorts (3): Select one of the radio buttons to review the reports listed

The Qualified Contribution Limits report contains information specific to IRA, 457, 401(k), 403(b) and
SARSEP plans. Here, you will find useful analysis and recommendations regarding your qualified
contributions and contribution limits.

The Cash Flow report contains information related to Pre-Retirement surpluses and deficits. This
information is useful in determining the impact that the client's goals and associated savings plans will have
on their cash flow. You should be aware that the system is not designed to perform detailed cash flow

analysis. Please refer to the Cash Flow report for more details.

The Qualified Overcontributions report helps monitor when the tax limits on employee pre-tax
contributions to such plans as IRA, 457, 401(k), 403(b}) and SARSEP exceed the allowable tax limits.

Figure 4: Tools menu — Planning Assistant — Overview page

4 Using the Planning Assistant
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Analyzing the retirement goal

Retirement David Train and Mary Trai... - Core and Elective Base - NPE Level 2

Objectives | Questionnaire: | Scating | Prafile | Analysis | Reports | Caloulators | Tools

$2.200.000 < W Retirement Meeds in Retirement
$2,000,000 = [ Other Meeds in Retirement
$1,200,000 = [ Capped Retirement Abilities
$1,600,000 = W Retirernent Shortfall
»
$1.400,000 e “J (Il Current Surplus
= : s —Aftar Tax Income
E 341200000 = »
g LA
3 1000000 s
$500,000 =
$500,000 =
$400,000 =
$200,000 -
202z 2025 2028 2031 2034 2037 2040 2043 2045 2040 2052 2055 2058

Vear

Select the type of graph you wish to view.
|Needs Vs. Abilities |

Select the asset or asset mix where future savings will be directed.
Click the "Calculate” button to perform the calculations.
Account Holding

Suggested Asset Mix vI vI

Select from the drop down box if you would like to reallocate the dlient's existing retirement assets to the proposed portfolio.
Auto-reallocate to Suggested Asset Mix | NONE il

Results
xThis objective is currently
under funded
Lump Sum Required Today 5245461
Add_iﬁonal Required Monthly 2,207
Savings
Goal Start Date Jan 12022/Dec 31 2060
Goal End Date Dec 31 2060
Current Available Assets £935,000
Current Monthly Savings 51,600

Mote: "Auto-reallocate to Suggested Asset Mix' was turned ONM to calculate these estimates,

Figure 5: Goals section — Retirement category — Analysis page

Analyzing the retirement goal 5
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Analyzing the education goal

Education David Train and Mary Trai... - Core and Elective Base - NPE Level 2

Objectives | Questionnaire | Scating | Funding Assets | Prafile | Analysis | Reports |

Select the desired Education goal.

Michael's Education ~

§25000 -
.Educahon Heeds
PR

DCapped Education Abilities
IMM =
hT.a:o E
{IS.CCD =
{l:.im =
{ID.CW 3
{T.SICO E
fiﬂn 3
{:.smé
w0l et

e 200 20 e s e s T o e e
‘fear

Brnournt

Select the type of graph you wish to view.
| Needs Vs. Abilities |

Select the asset or asset mix where future savings will be directed.
Click the "Calculate’ button to perform the calculations.
Account Holding

Suggested Asset Mix vI vI

Sealect from the drop down box if you would like to reallocate the client’s existing education assets to the proposed portfolio.
Auto-reallocate to Suggested AssetMix | None i

Results

xThis objective is currently under funded

Lump Sum Required Today 544,420
Additional Required Monthly Savings 5543
Goal Start Date Jan 12016/Dec 31 2019
Goal End Date Dec 31 2019
Current Available Assets S0
Current Monthly Savings S0

Note: 'Auto-reallocate to Suggested Asset Mix' was turned OM to calculate these estimates.

Figure 6: Goals section — Education category — Analysis page

6 Analyzing the education goal
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Creating strategies

Strafegfes David Train and Mary Trai... - Core and Elective Base - NPE Level 2
Regular & Lump Sum Savings | Surplus Savings | Surplus Lifestyle | Redemptions | Deficit Coverage | Transfers | Debt Modification | Repc 4 b
¥ Instructions
Account List
Number of
Description Plan Type Owner Current Value Savings Strategies
Cash Account Mon-Qualified Joint £60,000 [u}
David's 401k 401K David £330,000 1
Pre-tax™® Post-tax* Employer*
Holding™ % or % of Salary $ o % of Sslary S or % of Szlay Frequency®™  Start Date®  End Date* Infl +/- Add'l Delete
[AlHoldings <] [~ 2.50% | $0 | 2.50% [Monthly ~| [an12008  |Retwement I +[o.00% | X
—
[All Holdings ~ ~| | | | | | [an12000  [Retiement I + [0.00% | X
Display l_;, new entry row(s)
David's Brokerage Account Mon-Qualified David £100,000 1]
Life Insurance Proceeds for Mary Mon-Qualified Mary &0 u]
Mary's 403(b) 403(b) Mary £320,000 i
Mary's Brokerage Account Mon-Qualified Mary £125,000 1]
Asset List
Number of
Description Owner Current Value Savings Strategies
500 Smith Street Joint £1,700,000 0
David's IS0 '03 David §10 o}

Figure 7: Strategies section — Strategies category — Regular & Lump Sum Savings page

Creating strategies 7
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Exercises

The following exercises have been designed specifically for this module and assume that you
are working with the original data in the Core and Elective Base plan. Before starting the

HANDS-ON EXERCISES

2.

N

exercises, duplicate the Core and Elective Base plan, rename the duplicate with a
meaningful name (e.g., Goal analysis training), and use it to complete the exercises below.

To find the answers, see “Answers to goal analysis” on page 13.

Exercise 1: ldentify goal assumptions
1.

The retirement goal start date is based on the first client to retire (based on birth date). If
the second client does not retire on the same date, their current incomes and expenses still
continue until their retirement date. Is this statement true or false?

a) True
b) False

Which of the following education goal assumptions is accurate?

a) The Goal Start Date is January 1 of the specified year. Each year’s education cost is a cash
outflow as of January 1. You cannot model a fall start date and a spring graduation
date.

b) The Goal End Date is January 1 of the last year of the education goal.

c) The recommended additional monthly savings is based on a Savings End Date of
December 31 of the second-last year of education.

d) All of the above.

Exercise 2 — Define the retirement and education goals
1.

The retirement goal expenses can be modeled in various ways. One option is to use the
same expenses in pre-retirement and modify the percentage that is applicable in the
retirement period. Is this statement true or false?

a) True
b) False

When modeling the retirement goal as a specific dollar amount, which statement is
accurate?

a) Ensure all pre-retirement expenses end at retirement

b) Model the retirement goal as a dollar amount expense beginning at retirement and
ending at death

¢) Include insurance premiums, mortgage payments, and taxes in the retirement goal
expense

d) Both a and b
e) All of the above

8 Exercises



HANDS-ON EXERCISES

Goal analysis

3. Which of the following statements regarding the education goal inflation rate is correct?

a) The default goal inflation rate is 6% and can be overridden.
b) The default goal inflation rate is inflation plus 2% and can be overridden.
c) The default goal inflation rate is 6% and cannot be overridden.

d) The default goal inflation rate is inflation plus 2% and cannot be overridden.

Exercise 3: Review data-verification tools
To find the answers, see “Answers to goal analysis” on page 13.

1.

What is one of the most useful data verification reports that covers all aspects of the plan?
a) Plan Synopsis report

b) Itemized Cash Flow report

c) Projected Net Worth report

d) Income Tax Details report

The Planning Assistant implements strategies for you. Is this statement true or false?
a) True
b) False

Exercise 4: Create and analyze various scenarios

1.

2.

Go to the Retirement category — Analysis page, and reallocate assets to the suggested
asset mix using the Minimal option.

Hint: You can override the clients” investor profile on the Profile page so they have a more
aggressive asset allocation in pre-retirement and a more conservative one during retirement.

Go to the Education category — Analysis page, and reallocate assets to the suggested asset
mix using the Minimal option. Take note of the recommended additional monthly savings.

Exercises 9
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3. Model a regular savings strategy for the education goal using the information below.

Hint: You will need to create a new entry row using the Display new entry row(s) list.
Description: ~ Goal Savings Account

Holding: Suggested Mix for Education

Hint: This holding is automatically created when reallocating to the suggested asset mix.
Amount: $600

Hint: You can also use the amount recommended on the Education category — Analysis page when
you reallocated assets to the suggested asset mix.

Frequency: Monthly
Start Date: January 1, 2010
End Date: December 31, 2019

Hint: This date is based on the assumption NaviPlan makes in regards to the education savings
being made throughout the goal up to the before the goal ends.

Model a surplus savings strategy, using the information below, to invest the clients’
surplus cash flow each year. This will further increase the clients” net worth position. It is
very important to ensure these cash surpluses actually occur. If they do not occur, ask the
clients where these funds are going, for example, whether they are spent or invested.

Hint: Go to the Strategies section — Strategies category — Surplus Savings page.

Description: ~ Goal Savings Account

Holding: Suggested Mix for Retirement

Hint: You can also save this surplus to any other non-qualified account in the plan.
% of Surplus:  100%

Start Date: January 1, 2010

End Date: Retirement

HANDS-ON EXERCISES

10 Exercises



HANDS-ON EXERCISES

Goal analysis

5. Generate a cash flow graph to see the effects on cash flow. The next step is to eliminate
deficits. How many years in the plan have cash flow deficits?

Hint: Go to the Results section — Additional Graphs — Cash Flow category.

a)l
b) 2
)3

d) 4 or more

6. Implement a strategy to cover these cash flow deficits. The ideal plan does not have any
cash flow surpluses or cash flow deficits in any given year.

Hint: Go to the Strategies section — Strategies category — Redemptions page.

Exercise 5: Review output pages
To find the answers, see “Answers to goal analysis” on page 13.

1. To present your What-if scenarios to your clients, go to the Results section — Client
Reports — Financial Needs Summary category to generate the report.

Hint: For an in-depth analysis, you can also use the Comprehensive Analysis client report.

* Click the Assign Settings button to select which two plans you want to compare.

* The Current Plan should be your original plan that models the current financial
situation of the clients. The Proposed Plan should be the plan you just created with the
hypothetical scenarios.

MaviPlan Extended - Assign Analysis Settings [ %]
Hel
Assign Labels
For each label select the actual item you want to assodate with the label
Label Type Actual Item
Current Flan Plan Core and Elective Base j
Proposed Plan Flan j

o concer

Figure 8: Results section — Client Reports — Financial Needs Summary category — Financial Needs Summary page —
Assign Settings button

Exercises 11
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NaviPlan Extended Online/Offline Goal Analysis Participant Guide

* Click the Select Sections button to isolate specific sections you want to illustrate and
include in the final report.

* (Click the Select None button
* Select the Net Worth, Retirement, and Education check boxes
¢ (Clear all other sections

* Click the Generate Report button, and then analyze the results.

2. Scroll to the Net Worth section of the client report. How much has the clients’ net worth
changed between the two plans?

3. Scroll to the Retirement section of the client report. What are the differences between the
current and proposed plans?

4. Scroll to the Education section of the client report. In the current plan, why is there no
funding illustrated?

5. In the Education section for the proposed plan, is the goal fully funded based on the new
strategies that you implemented?

12  Exercises



Goal analysis

Conclusion

This module has enabled you to

* Identify goal assumptions

* Define the retirement and education goals
* Review data verification tools

* Create and analyze various scenarios

* Review output pages

Answers to goal analysis

Exercise 1: Identify goal assumptions
1. a) True. Their current incomes and expenses still continue until their retirement date.

2. d) All of the above.

Exercise 2: Define the retirement and education goals
1. a) True.

2. d) Both a) and b).

3. b) The default goal inflation rate is inflation plus 2% and can be overridden.

Exercise 3: Review data-verification tools

1. a) The Plan Synopsis report is one of the most useful data-verification reports that covers

all aspects of the plan.

2. b) False. The Planning Assistant does not implement strategies for you.

Exercise 4: Create and analyze various scenarios

5. d) 4 or more. The plan has cash flow deficits in four or more years.
Exercise 5: Review output pages

2. Answers may vary.

3. Rate of return; differences in net worth at retirement and at death; etc.
4. No assets are currently linked to the education goal.
5

. Yes, fully funded with some residual (answers may vary).

Conclusion

13
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14  Answers to goal analysis
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