Planning
TOr 3
lifetime

Financial planning begins with the setting of personal goals

BY MAUREEN HALUSHAK

Six years ago, Rob Hunt's
approach 1o fimancial plarning was,
quite Literally, laughable “With the
slralepies | was using kack then, | was
airning b retme at 110" sayy tha 42
:ur-'..lr---:'-':d p!.ar-l coetrol and automanon
vl prrenit technielan from Halllax, " My
backup plan was called Letto 6/49."

This Iso't 1o say Hunt had his head
in the sand when it came 0 his 1i-
nances; for more than a decade he and
nis wile, Sharon, had diligenitly made
RRSI contnbutions through ther hank.
“We thought we had & financial plan.®
he savs "But it really wasa't much of
arwthing”

Hunt &0t alone in the mistaken
assumption that negular RRSP contribu-
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Hins are the sole component Gt financial
planning “Most people are under the
impressing thar 7 they have RRSPy
they're an track o achieving thee goals,”
says Noel Tilley, a consultant with
Investors Group [ne by Haliiax, "But
Investing money is orly one srmvall com-
ponent of what planning is all abeur®
Although 3 cominrtable refirement
may be life’s uitimate Anancial obective,
true planning takes Into aocount the full
gamut of persona) goals and financlal
colipations, such as becaming a siay-ai-
home morn; travelling the globe, going
back to schoal or taking care of eldedy
parents. For thig reascn, @ genuine fi-
nancial plan encompasses not only in-
vesiment stalegies but cashi-luw man-




agement, estate planning. tax plimning
and jnsurance.

“Financal planning s about the
DIOPET Mandgemenl of your [inancial
ullaies — a lifchong process conssling of
the mlevan| components vou need 1o
eripoy the Ufestyle vou want ta live," ex-
platns Ann Bowwman, sice president of
communieationg aind corporare sla-
riong bor Tonmto-based Financial Mlan-
ners Standards Council, 1he guardian of
the eertifipd Frunclal planner (CF)
designation i1 Canada. "1} begins with
the setting of presona] geal”

s ne wonder so many Canadians
—suhies the Huns — aneconmsed by
what fimancial plaaning really mcans
says Fovman: *[Outside Quebs], “8
naneial plarning and inancial planner
aren’t regalaied e

Nenctheless, there ane prolfessional
qualificatians Lhal can point wn) mwand
A persany with the skills and experionce
e put tegether o comprehensive finan-
el plan. Forexample, the CFF b ane of
the most papular plamming designations
10 Canada and s hebd by 17000 odvison
acroees the eountry, Io order ro obam the
designation, advisars mis have at heast
reo yoarst esperiencd n e budiness
and complete approved courses and the
CTFi* i, (Roe more on usetul desipna
tions ond haw 1o choose the fght Bran
clal planeer, see e 134

Sy what should you expect from a
financial planmer? Yous initial cuntact
with & plarmer shuld be a complimen-
tary, kick-the-tiree tpe of mesbhng —
na firamclal paporwork moiired,

“Durkng vour fust face te-fave, a
pooad planmer will wpend al wpst mwace as
wruch nmg Hiseening as paiking” savs fim
Rogers. o CFI' and lounder of The
Rogers Group Financial Advisors Lid. in
Vet | ask coun s Juestinng,
that afier 45 minutes | ean el whether ]
can help you or aot”

e first mewning is abso one of pes-
sonahiby. "It weally no different from
choosing & farnily dooter” siys Rogams
“IF yeng dom'| dire] enmfisrtable wath the
plannen you should move o™

[respate mild apprehension about

using @ financial planter sfter growing
frustrated with his existing Investment
tactics, Hunt deceded po sewk counme!
fromn Tiley.

*T'm very private and nol entirely
cominrtable shanng the detals of my
firumcial situstion,” Hun admiis, Bug e
loft his fost meeting with Tilley wilh a
woend gl feeling 1 kmew that Nowl was,
above all, homvest, Fhigured, Whar do we
Hive b Jose ™

After you've decided . o planner the
firancial planning process begins Al
though specific detatls vany from planner
0 plannen creanng a oomprehensive
fimiacicaal plan k= sbx-step procedure that
cin tinke sevesal meetings to comphete

p ong
Eing on your relationship
ith, any service. reveer hine a tinan-
glanner withear knowing what
o opietthing ot how nech vou're
fiar 4t Whether through disais-
slon or via an engagement lettor (o writ
ten disclosure of thee terms of the clientd
P}mmﬂ relabionshup), here's what vou
mised o estabiish
i vour plunners ciedentials and relatesd
fl'P!!l'[Fﬂm.'
8 the semvaces he or she will provade;
u how oflen you'll see yout planner;
# any possible conflicts of interest he or
she might have such as affillis s with
Ul fund or investment companics
thial pay commissions for the cale of
their producrs
® how much vour advisor walf charge
and how e or $hewl| e oomipersated.
Planners typically ave compersated in
thyee ways: by charging an hourly wite or
flad Fees by comntissznns on products solkd:
ot by an annual foe based on the dollir
valie of assels being managing for yo.
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migrmation

ining doals

nt, it's lme 1o break oul the
CYousr advisor meeds to s
T tas returns. noties of
assessmont, benefits, morgoge and

10

bank statements and your will, Me o
she will also wamt o Jdetermine your
financial goals, spending habirs and
antirude toward risk througly gither con-
virrsalion or it questionmaine.

*1 prefer collecting this information
lace to fage 5o 1 can gauge ollenis” reac-
liogs (o o questions,”soys Kuil Rosen:
beoter, CFP and wwnbor advlsor at Berk-
shilne Securities loe. i Toronto He has
wlieots Vst thede financial goals, reyuiring
s vzt lists fromn corples That st the
berchmark against which the progress
of thelr plars can be memuncd,

Rogers, toey uses lisls W determine
francial goals. Hle a=ks fosr-pme chiens
1o bring in three lists one cimg ther
mop three finandal concerns. anotie:
ditailing assers and debts, and the thind
outlining sowrces of ncome. "Righi
there, their fnancial life k= laid bare.” he
savt He prefers 10 sk abou! financial
concerne vs abjectives, | peed 10 find
out whal s womving them, " he adds,

Cathie Hurlburt, o CFP a1 Integrated
Financlal Planning Group in Mincmsves
pgroes thit clients are likely to have
concermns miome often than objedtnees.
"levipia mever carmie ta 11 and say thiey
warth I joveat thelr morey or buy Tike
insurance.“she says “Instead; they swant
to kruw if they can affard to retire, or
gevud their kid to medical schoel”

Before Hurlburt meets ew chents,
she asks thewn to complete oy 18page
Questionmalre that covers detallis of their
Fireanchal B0 “Nis witen the fsl i
that & hushaned and wife lhave the same
mformation abou thelr spending hab
I, shve says. Shie ulio aaks ome suceinct
ql.ii!ﬁi”l'_\ﬂ o hﬂlp‘ iﬂpﬂf-ﬂ!\.‘ IT'IIiJF'It‘I-'IJ'}'
needs fromn wants: = I they had 1o give
up evenvthing in their Lite but 1wa
ehings, whal would thiy be?”

Mttt ot es the example of 4 couple
whose extreme spending Rabits were
causing trble I their elatonship In
their case, bhe answer was simple their
maitlagee and thelr ehildren. From there,
FlurThurt swems able 1o help the coupde rem
Frv thitranmewhiat estemagant Hestyde

Determining your attinide 1oward
risk ¢an also be ganged v one ssmple
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YOU THINK YOU DON'T

Rob Hunt knew advisor Noel Tillay long before Hunt
became Tilley's ghient at Investors Group Ing. in Halifax

iz tried 1o offer me advice years ago, = says Hunt. a
A9-year-oid plant contrel and aviomatan equipmernt
techmoan frgm Halilax, "But my wile gnd | gl wa raglly
coulidn’y aHord hrancial planning at that time "

Thae Hunts aren't the only anes 10 fall prey to this falke
belef. Read on for the five most comman — and ofien
migsi €04ty — misconceptions about fmancal planning

*I need to be rich to have a financial plan®

In fact, it’s quite the opposite, "Peoplein debt with Tew
assels need a hinancal plan mofe than anyone, ™ says
certified financal planner fim Rogers, founder of The Rogers
Goup Frardial Adwsors Liad i Vancouver. He notes thal
foe—rcome indmnduals may be best served by seeng help
&1 thawr Danks

Kur: Rosenlretsr, a8 CFP and semor advisor ot Berkshiie
Securniles Ind in Toonio, ako warns aganst ruling out
fmancial pranning as a resuli of your intome; “it's haid
10 knowe what's possible and what's not without having
a peofessional take a look at your Ninancial piciure *

*| can manage my finances just fine on my own”

“Workmg on your Gawn 15 a8 dangenous Game,” v
Risentreter, who adds that many people mayy metakéniy
gssume that working with a finonoual planmer means
relinguismag all control. Instead, ha likens the relationshig
bielween client and plancer 10 Lhat which @xsts among leam
memiers: "You'll work together (O Lakd 3 Co-ordinated
approach 1o your fimances '

"I'll visit a financial planner eventually™

It tock Hunt more than a decade of mediotre invesiment
returns before he picied wp the phone and called Ty 1
thaught we had lots of tme,* Hunt says. “Had we stared
when we should have, we would be much further abead. *

NEED A PLAN?

“I just can't admit | know nothing about money”
"People are embarrassed 10 16l me they don't know
hiow 10 Balance their cheguebook. But | 1ell them that most

people don't,” says Rosentretar "This is my job, just as
their job s their ok "

“I'm too young (or too old) te have a plan”

“From 22 10 62, there are abwyays things that can be dore,”
says Tilley. Hunt is [nang proaf: 1he 43-year-old says his
Investments hae paiformed "like wildfre” since he startad
shifting them 1o Tilksy In 2000, Says Hunt: "it's a huge refie ”

question: 1 ask clients how they would
fevl i they had $10U,000 at the begin-
nirg of the year. but only $85.000 at the
end," s3ys Lany Jacobson, principal of
planning tlirrm Macdonald Shymko &
Ca Lid. invancouver and president of
the Institute of Advanced Financial
Plintiers, which adminislers the regis-
tered financial planner dealgnation,
“Same say they might faint. And that's
hinw | v Daoay they wowld react o

W

Rosentreter likes 1o ask established
irvestars how they dealt with the tech
boom and bust. "This gives me insight
into how [Hey think about their money
and how they want 1o see it invested,”
he says.

Honesty is key throughout this in-
formation-gathering process.”lf you go
to the dactar for your annual cxam but
refuse 1o take your clothes off, your
doctor is not going to be able to help
vou,” Hurlburt sayvs
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This islBeart of the proces in which
o g EEoover that you're better arf
o s hink.

“Some prople come through this and
find thev're not so badly off,” says
Rosenreter.

Howsrver, it's just as likely thar your
investment strategies need o dical re
think. That turned our 1o b2 the case o

1"



Continued from pa g 20

people. Your incorporation should be
visible because, going forward, your
company must offer the services you
may have been of-f-cring lwl'sun.ﬂ[}-‘ to
your clients. That means that, ar a min-
. vour letterhead must change,
onrgoing cheques to suppliers muse be
bank

account, and meoming L‘hu]ucz- maist be

drawn from your corporate
].'nﬂ).'ﬂt\ic to your cm'Por.llion. Cestnick
SUPELSS you also check to seeif any for-
mal agreements and contracts you've
made with clients or busmess partners

need to be re-signed.

HOW po 1 maximize

THE BENEFITS OF
INCORPORATION?

“Most people underutilize thery corpe-
rate strategics.” says Jacks, " We're all
S0 buzl\-' ll'}'irlg ro make maney .‘Incl o
hit our revenue tarpets that we don't
always give a lor of thought to diversi-
{ication of our own income and the
value of the equity that we're building,
And within a corporate structure we
lave s0 many more Oppertuitics on

both of those fronrs.”

“It made me imjk

at things a5 5 business.
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It wasn’t Just me;

Some of 1he simplc strategies she
sugeests advisors consider to maxumize

]

the benefits of incorporation include

setting 0 liseal year-cnd 10 the second
hall” ot the year, so that bonuses can
be deducred by yvouy company in one
tax year amd taxed moyour personal
hands 180 days larer 1 the next tax
year, She says its also very important
to establish the moest advantageons mix
of salary, dividends and bonuses i any
given year.

Inaddition, Jacks poines out corpo-
vations provide valuable meome-split-
LNg oppartuniiies. Tour company can
pay family members reasonable salaries
for the wark they do. Bevond that,
depending on your share strucrture, you
may be able ro pay dividends to vour
SPOLSe and adult childpen, If they have
no other income, sigmiicant amounts
of these dividends rmay be rax-free, Jacks
advises agamst paying dividends 1o
muner childven because this wall ateract
the "kiddie tax.”

Shares of vour corporation can be
held by a family trust, which may be
IMmportant o protect your business
from your children’s marriage breakup
and bankrupteies. Meanwhile, invest-
ments can be kept within a helding
company inside your corporation—and

rhis, says Cestick, is very

imporiant to !\'Cr]‘ active

business  income  and
INVOSTNICNE RSSCTS SePATALe
within tlie company.

Golombek says it's besr

Lo s¢t ll]\ lT]L'L'Il.']l]iSl11S bll\'h

i 79 as f';unil}-’ trust or hold-

ing company at the outser
so you don't have to revisit
the corporation’s strueture
five vor 10 years later. He
adds advisors may be able to save tixes
on an absolute basts by having the cor-

poration pay for non-deducrible and

partially deduerible business expenses,
because you dont have 1o carn as many
pre-tax dollars within the corporaiion
Cwith s favourable rax rate to pay for
any given expense.

Looking toward the furure, Jacks savs
that as an employee of” vour own cor-
pol'.][ion You may b able to set Ly an
mclividual pension plan to enjoy |1ig}u‘r
contribution limits than an RRS And
when the time comes to transfer vour
business to a4 new owner, cach share-
holder within your family Jincluding
a family truses may be enritled ro the
300,000 capital-gain deduction on
the sale of your gqualificd Canadian-
controlled privace corporation.

In other words, o vou, your speuse
and rwo adule childen are sharcholders,
a potential 52 million wain could be tax-
exempt il vour corporation quabifies for
the deducrion.

Finallv, keep in mind that the bene-
fits of incurpor.lliun arent all financial.
As Plaskere purs it, "It made me look at
things as 2 business, It wasn't just o
it was bigger than mes A ot of Himes
people arc not able 1o separate the
pcrsonnl from business acrivities, and
rhat whole process ol incorporating
1'c.1]l}' PIVES YOUL d SCHse of confidence.
Now vou have this ather entity that
vou're in charge of”

“Being able o el other busimess
owners that you are incorporated, that
you ace an estiblished entity. thar you
arent an individual—I think thats
very important,” adds Erost. "It demon-
strates Lo chents and the business world
that yvou're in business for the long term.

net che shorer rerm.” AE|
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