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Agenda

! Base plan 
! Social security maximization options 
! Insurance coverage 
! Estate documents 
! Investment approach and target allocation



Base Plan Assumptions
! Core Goal - Retirement  

! Assume retirement at 65 and 70 for Julie 
and Jack respectively (one scenario 
exception) 

! Retirement income 
! Social Security - $29.8k for Julie @ 65 yrs and 

$33.9k for Jack @ 70 
! Pensions (Jack) 

! University - $3k/mo w/COLA and $660/mo                 
to survivor 

! OPM - $600/mo w/COLA (-1%), no survivor



Base Plan Assumptions

! Portfolio allocation  
! 70/30 pre-retirement (8.9%/3.9%) 
! 60/40 in retirement (8.4%/3.5%) 

! Assumed inflation of 4.2% 
! Plan end at age 95 for Julie and age 93 for 

Jack



Assets and Income
Assets

Income

• Assumed full COLA on University pension, and COLA of inflation less 1% for OPM pension 
• Retirement is age 70 for Jack and 65 for Julie 
• Plan assumes Julie draws at FRA, and not at retirement (so amount in plan is higher)



Base Plan Results



Base Plan Details

• Once both Jack and Julie are retired, retirement income is taxed at progressive rate



Survivor Plans

• Retire at age 66 
• Purchased LTC for Julie 
• Spend $90k/year net in 

retirement

• Retire at age 66 
• Inherit $500k in 2018 
• Spend $96k/year net in 

retirement

• Julie retires at 65 and Jack 
retires at 70 

• Spend $96k/year net in 
retirement



Social Security Maximization

! Longevity 
! The greater the longevity, the greater the value of 

delaying benefits (but not beyond 70) 
! You can reach a breakeven point at which total 

payments are equal

In this example, living beyond 
the breakeven age would 
favor delaying

Doug Lemons, Journal of Financial Planning (date unknown) 



Insurance

! Life Insurance 
! Optimal use is typically for income replacement 

and/or debt pay down  
! Julie’s $500k policy is reflected in plan 

! Disability 
! Short term - often, most economical to have  

emergency fund  
! Long term disability - costly, and more 

challenging to purchase if income is highly 
variable 



Insurance

! Long term care - will review Julie’s policy 
! Property and Casualty  

! Auto - confirm comfortable with deductible 
! Homeowners insurance  

! Ensure deductible at acceptable level  
! Confirm coverage is sufficient for replacement cost 

! Umbrella - should be 1 to 1.5 times net worth



Estate Documents

! Will 
! Powers-of-attorney 

! Georgia Advanced Health Directive 

! Financial power of attorney - springing/non-
springing 

! Beneficiary designations 

! Retirement accounts 

! Life insurance and annuities (latter not 
applicable)



Investment Approach

Strategic Allocation
* Safety of Principal
* Diversification
* Mean return
* Maximum drawdown

Tactical Allocation
* Probability analysis
* Fat pitch/unfavorable                

risk/return

Fund Selection
* Low cost
* Clear strategy
* Focus fund
* Value tilt
* Tenured Manager
* Shareholder focus

Rebalance
* If client needs change
* When outside tolerance
* If fund change needed



Portfolio Review

! Ensure allocations match target

Sector Actual Target

Cash 4% 3%

Bond 34% 27%

Stock 62% 64%

Alternative 0% 6%

• Under-allocated to 
international 

• Would consider 
shortening bond 
duration 

• Highly concentrated 
in large cap U.S.


