Downsizing a home for retirement in NaviPlan Standard

People in retirement often choose to downsize their house because they no longer need
so much room.

Follow these steps to show the downsizing of a home:

1. Go to the Data menu, and then select Assets.

2. Go to the Lifestyle tab. Select the existing residence, and then click the Edit button.
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3. Enter the applicable Sale Date for the existing house. Click OK.

Lifestyle Asset

-General

Name: |Reaidence rdoint)

Type: IReaidence

Lo

Owner: IJnint j

[ community Property

—Purchase

Purchase Date: Jan 1 2004

Purchase Amount:

Market Value as of Jan 1 2005;

F300,000

$300,000

rCurremt Value

Valuation Date; Jan 1 2004
Market Value: F300,000
— Return Rates
[] override
Growth Rate; 2.00%

—Sale
Sale Date; Jan 1 2010

Projected Value as of Sale Date;

Befare Tax After Tax
[ 8331224 | 5331224
Projected Buying Power:

Befare Tax After Tax
[ sass7i7| | s285,717

Projections are based on the Purchase or Current
Yalue information Cewhicheser iz most recent).

The $250R500K capital gain exemption and your
cliert's long term capital gain rate are uzed to
calculste aftertax projected values.

Cancel |
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4. On the Assets category — Lifestyle tab, click Insert — Residence.
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5. Enter the details for the new house. The Purchase Date for the new house usually
corresponds to the Sale Date for the existing house. Click OK.

[2] x|
-General
Name: INew Residence Owner: IJnint j
Type: IRESidence j |E| Community Property
—Purchase —Sale
Purchase Date: Jan 12010 Sale Date:
Purchase Amount: F190,000 Projected Value as of Sale Date:
Before Tax After Tax
| 50| | 50]
rCurrent Value Projected Buying Power:

Valuation Date: Jan 1 2005 | SRS Uik ¥ Adfter Tax |
%0 50
Market Value:

Projections are based onthe Purchase or Current
Yalue infarmation Cwhichewer iz most recent].

—Return Rate

. The F250K500K capital gain exemption and ywour
cliert's long term capital gain rate are uzed to
calculate after-tax projected values.

Cancel OK
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Both houses now appear on the Assets category — Lifestyle tab.
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6. Go to the Loans category to display the existing mortgage.

Downsizing a house {2005) Settings
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7. Select the existing mortgage, and then click the Edit button.
The Loan dialog box opens.

—General

Description: Mortgage (Jaind

Ownership: I Mark

[[Jnterest is tax deductible
[(Jmsured for disability

Start Date: | Dec 31 2004
|25 "I vears

Criginal Principal:

Payoff Options at Death: ITransfertn SUrivor j
Interest Rate:  [10.000% Compound Frequency: |Manthly ~|
—Amortization

£200,000

Frequency: Ih.ﬂl:unthly

Required Payment: 52,726

ustanding Principal
e D¢ 1202 as of: [ Dec 31 2004 | =] 300,000]
—Payments
Type: IF'rinn:ipaI & Interest j

View Schedule... |

Payment Schedule Years

Schedule Criteria

Number of years to show
in payment schedule:

8. Click View Schedule. The Payment Schedule Years dialog box opens. Click OK.
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9. Scroll down the schedules until you get to the year in question for the sale of the

house. Write down the amount in the New Principal Outstanding column for the
month before the sale of the existing house.

Liability Payment Schedule for Mortgage {Joink)

Payments for Mortgage (Joint)
Method: Principal & Interest

(21 x|

Cec 15 2004

Moy 30 2009

Jan 30 2010

282 491.30

272610

Total Money Frincipal &

Payment | owing Before Interest Interest Frincipal Mews Principal
Date Payment Fayment Fayment Fayment Dutstanding
Jun 30 2008 285 01068 272610 2,374.09 a51.01 284 65967
Jul 20 2009 284 659 6T 272610 237216 35394 284 30573
Aug 20 2009 284 30573 272610 2,369.21 35689 283 948 85
Sep 30 2009 283 94885 272610 2,366.24 35986 283 4588498
Cct 30 20049 283,588 .98 272610 236324 362 86 283 22612
28322612 272610 2,360,232 J65.88 282 86024

2,726.10 2,354.08 37201 282,119.30
Feb 282010  282,118.30 2,726.10 2,350.99 37641 281,744.19
Mar302010] 281744189 2,726.10 2,347.87 378.23|  281,366.95
Apr302010|  281,366.95 2,726.10 2,344.72 38138|  280,984.57
May302010| 28098457 2,726.10 2,341.54 38456  280,600.00

Totals (2005) 32,712.23 79,872.12 2,841.10

Show totals for vear of selected row
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Click Done, and then click OK to return to the Loans tab.
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years. ¥ou cah editthe details associated with & loan by selecting the
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10. Go to the Strategies category — Debt Modification tab. In our example, the

mortgage liability was named Mortgage (Joint) (Mark). Click Insert Lump Sum —
Mortgage (Joint)(Mark).
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The Lump-Sum Debt Modification dialog box opens.

11. Enter the amount you wrote down from the Liability Payment Schedule for Mortgage

dialog box in the Amount field in the Lump-Sum Debt Modification dialog box. The

Date of the debt modification strategy will correspond with the Sale Date of the

existing house. Click OK.

Lump-5um Debt Modification

[2] x|

Loan

Date:

Amaount:

Jan1 2010 | [] OnRetirement

Mortdage (Joint) (Mark)

528241

Indexed by []inflation + | 0.00%|=| 0.00%]
|:| Increase Primcipal

Cancel |

Clicking OK takes you back to the Strategies category — Debt Modification tab.
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12. Select the Loans category. Click Insert — Principal & Interest.

Downsizing a house {Z005) Settings
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= | |usethe Inzer button to select the loan type.
é Expenzes
~ Interest | -]
— || Description Start Date Feriods | pate Balance
Assets Mortgage (Jaint) (Mark) Dec 3 2004 | 300 | 1000% | $300,000
U Loans
e )
@lrategles Interest Only
Lask Period Pavrent —
@ Goalz - :
i Insert.., & Delete | Edit... | Duplicate
Insurance
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The Loan dialog box opens.
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13. Enter the details for the new mortgage. The Start Date for the new mortgage will
correspond with the Sale Date for the existing house. Click OK.

[®lx|
rGeneral
Description: |F'rin|:ipal & Interest |
Ownership:  |Mark ~| Dinterestis tax deductible

[(Jmsured for disability
Payoff Options at Death: ITransfertn SUrivor j

Interest Rate:  [10.000% Compound Frequency: |Manthly ~|

—Amortization —Principal
Start Date: | Jan1 2010 Criginal Principal: 30,000
I 75 vI years #® Bring into cash flow <> Renegotiate
i ustanding Principal
Enil Date: Jan 1 2035 =T | Jan 1 2010 |=I m
—Payments
Type: IF'rinn:ipaI & Interest j Periods: 200

Frequency: I Monthly j Required Payment: F273

View Schedule... Cancel 0K

14. To confirm these transactions, view the Cash Flow report for the year in question. Go
to the Reports menu and then select Cash Flow — Cash Flow Details.

» The sale of the house and the new mortgage appear in the Cash Inflows.

» The Debt Modification Strategy and the purchase of the new house appear in the
Cash Outflows.
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