FINANCIAL PLANNING WORKSHEETS

Spreadsheet Descriptions and Instructions

In this section, we are reproducing the tables found in the body of the textbook—Table 1.1, Net Worth Statement; Table 1.2, Analysis of Net Worth; Table 1.3, Estimated Annual Income; Table 1.4, Estimated Annual Expenses; Table 1.5, The Budget; Table 2.1, Estimate Your Income Tax Bill; Table 5.1, Current Life Insurance Needs—as well as the Annual Income Required for Retirement worksheet. The Mortgage Payments, Loan Payments, Future Value of Investments, and Annual Income Required for Retirement worksheets are found only on the website because Excel is required for the extensive calculations needed in these worksheets.

It is recommended that the folder (Financial Worksheets) that incorporates the files to produce the worksheets be copied to a floppy or your hard drive prior to use. This will permit the user to retain the original files and work within his or her own files while also permitting more than one set of results to be developed per household, if needed. Follow your Windows procedures to copy the disk and proceed by reading the Read Me First file to familiarize yourself with the various spreadsheets and ensure your input is made correctly. The Read Me First file is duplicated below for those who are not using a computer to guide them through the use of the hard copies that follow. 

The text and spreadsheet files were created in Office 97. These files should be readable in most software now in use and can be saved in the format that is desired by the user. 

Those persons using the blank hardcopies of the worksheets that are attached will have to complete the computations on their own. Use the methodology as outlined in the textbook to guide you. It is recommended that you keep a set of worksheets for updating and revisions. 

Introduction

The following spreadsheets in MS Excel have been developed and adapted from the material in the latest version of Personal Finance for Canadians, seventh edition. Tables 1.1, Net Worth Statement; 1.2, Analysis of Net Worth; 1.3, Estimated Annual Income; 1.4, Estimated Annual Expenses; 1.5, The Budget; 2.1, Estimate Your Income Tax Bill; and 5.1, Current Life Insurance Needs have been reproduced almost exactly as in the textbook. Additional worksheets on Mortgage and Loan Payments calculations have been added for the users’ to calculate their own particular situation. To compliment the debt calculations there are Future Value worksheets for both annual and monthly contributions. Retirement calculations are made up of two spreadsheets that are linked outlining both an expenditure calculation and a savings and annuity worksheet to accommodate the desired lifestyle as outlined in the expenditure calculation. 


These various spreadsheets are separated into different files as described below. The worksheets are protected in that only the golden cells can have values input into them and then the sums or calculations are automatically tabulated and the results are displayed in the spreadsheet. These results may be percentages or the totals or the future values, the amounts required to save a particular amount of money for retirement or the payment needed to retire a loan or mortgage. These spreadsheets are by no means the be all and end all of financial planning requirements for Canadians. They serve strictly as a basis of direction to describe the fundamental processes discussed in the textbook and provide the basic calculations for analysis and discussion. Each spreadsheet will be discussed below with the basic assumptions outlined. We recommend that they are completed in the order discussed below and can be completed as a person works through the book.

Net Worth Statement (file name: Net Worth Statement)

This spreadsheet is virtually identical to the tables in the body of the textbook. Input the appropriate numbers in the golden cells in Table 1.1, (Net Worth Statement sheet) and the percentages and totals will be calculated for you. If there is no appropriate value for the cell leave it empty and the calculations will accommodate the zero value. In Table 1.2, (Analysis of Net Worth sheet), if you do not have a figure for the previous year's net worth, input zero and ignore the resulting calculation. You will have to make your first economic input by determining the inflation rate over the past year. These first two spreadsheets enable analysis of your current situation and provide the proverbial snap shot of your current financial position.

Estimated Annual Income (file name: Estimated Annual Income & Expenses)

Again input your appropriate data in the cells in gold in Table 1.3, the Estimated Annual Income sheet. It is advisable that in the case of a two-income household that the two incomes are kept separate for ease of calculation of income taxes and life insurance needs later on. Table 1.4, the Estimated Annual Expenses sheet, uses the same colour coding of permitting input in the gold cells. Should you only input in the weekly, monthly or biweekly cells, the annual values will be automatically calculated. Those rows marked, as fixed expenses are tallied lower down on page 3. Keep in mind that these numbers are for the household and should be viewed as total amounts no matter who spends the money. This spreadsheet is similar to the one used in the final spreadsheet to calculate the required income for retirement, so become familiar with the topics and rows. Note that each page has the date that you are working on the spreadsheet but that Table 1.5, The Budget sheet, allows you to determine for which year you are tabulating. In the Budget you may also include some other goals that you may have regarding emergency funds and short-term and long-term goals. 


The user can directly input the annual numbers in each row. As before, it is recommended that all the pages be printed together to ensure matching of printing dates and data.

Estimate Your Income Tax Bill (file name: Estimate Your Income Tax Bill)

As in the previous tables, Table 2.1, Estimate Your Income Tax Bill requires input in the golden cells. Refer to page 3, further down the worksheet, for input regarding personal tax credits as well as the appropriate provincial income tax rate for the province or territory in which you live. These credits are of particular interest to students as your tuition and residence deductions apply to this tax credit as well. This worksheet provides a general guide to the amount you will pay in income taxes for the current year on your earnings. By adjusting your RRSP contributions and other deductions, you can determine the impact on your actual tax payable. Remember, it is always easier to do your tax planning early in the year but come December or January of the following year, you have few options to minimize your taxes payable. This tool will be of particular use for those in the self-employed ranks. You must ensure that you have enough set aside to keep Revenue Canada happy when you submit in April. When you print all three pages are printed but you desire to not print page 3, as it is the page with the tax rates and credits information.

Current Life Insurance Needs (file name: Current Life Insurance Needs)

Once again the worksheet is very similar to Table 5.1 in the textbook. The only addition is the calculation for Income Replacement. Enter 1 if you have insurance coverage for the mortgage and 0 if you do not. Also include in the next lower cell your current annual income or the values of the work performed that do not generate income but would cost the household to have some else perform the tasks. This allows calculation of the replacement income for all that contribute to the household. The remaining yellow cells can be filled in from results from earlier worksheets and from estimates of future financial needs. Inflation is not calculated for but a reasonably high investment rate of 10% is used to determine the actual amount of money required. Note: this worksheet calculates the money required excluding any extra money to be earned by the remaining spouse. As a result, the calculation should be completed for both spouses regardless if only one has income from work performed outside the home; the stay at home individual’s contribution needs to be replaced and this will cost money. At the same time it may be advisable to have some money available to enable the easing of the family from any short-term financial worry during a time of crisis. When this file is printed it generates a one-page printout for analysis.

Mortgage and Loan Payments (file name: Mortgage & Loan Payments)

The Mortgage Payment sheet calculates monthly payments and biweekly payments for any mortgage with a term of up to 10 years. Input the amount, quoted rate, term and amortization and the ending balance at the end of each payment period is displayed. Note the difference in the remaining balance of the mortgage at the end of the term when the mortgage is paid monthly versus biweekly. The higher the interest rate or principal (beginning amount), the greater the difference. The biweekly payments are equated to monthly payments and hence you can see the difference on both the principle and the interest component of each payment. These numbers may not exactly match with the figures provided by your financial institution but they will be very close and can be used for planning purposes. It may be of interest to determine exactly how you financial institution does calculate the mortgage and the payments.


The Loan Payments sheet requires only 3 inputs, the amount, the nominal interest rate and the amortization period for the loan. As with the mortgages you can determine the ending balance at the end of each payment and trace the changes out to a maximum of 10 years of monthly payments. 


Both calculations also provide the effective interest rate that takes into consideration the frequency of compounding at semi-annual frequency for the mortgage and monthly for the loan calculation.


Printing will provide a total of nine pages beginning with the mortgages and ending with the loan calculations. Feel free to pick and choose the sheets you wish to print from your print preview option. 

Future Value of Investments (file name: Future Values)

This file calculates the ending value for either annual investments or monthly investments for the number of years that the user desires and at the input rate, contribution amount and if there is any initial investment. The user will have to switch between the Annual Investment and Monthly Investment sheets to determine the variations between the two methods of investing or saving. When printing the Monthly Investments sheet, it will be printed in a landscape format to enable viewing each year as one line.

Annual Income Required for Retirement (file name: Annual Income Required for Retirement)

For this final file start with the Annual Income Required sheet to determine the annual income required when you retire. Use today’s numbers, as the other calculations will account for inflation. This sheet is almost identical to the one completed from chapter 1 in Table1.4. Again input in the gold cells and the spreadsheet will calculate the annual numbers. Should you wish to use annual numbers note that the formula for totaling the row will be lost. It is recommended that the user input an annual figure that has been transferred into a monthly or biweekly figure. The tax rate of 25% is used to calculate the before tax dual income required to obtain the previously determined annual income. The 25% value can be revised if the user so desires. The final income figure is transferred to the Retirement Savings sheet.


In the Retirement Savings sheet, the annual income is automatic but the required input is the expected rate of return on investments (RRSPs and RRIFs), the inflation rate, current age, retirement age, life expectancy, future “guaranteed income that is indexed” (CPP, OAS, Pensions, etc.), and what is currently saved towards retirement. These numbers should be calculated for the whole household as the required annual income is also jointly calculated. The incremental annual income is inflated by the inflation rate and the projected value of current savings is deducted from the projected amount of money needed to generate an annuity for the increased income required over and above the indexed portion of your pension income. This amount of money is then transferred into its own annuity to determine the required savings to generate the shortfall. The printout displays the declining amount of money invested and though the annual deduction does not change and hence appears to not account for inflation, the spreadsheet uses the real interest rate for the rate of return to accommodate inflation. 


It is important to note that these calculations will result in leaving the user with no expected money when they reach their Life Expectancy. 
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