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Using the Self-Study Guides

For information on the
Ibbotson Asset Allocation
option, contact the EISI
Sales department at
(888) 692-3474 (press 2
to speak to a sales
representative)

Conventions

Prerequisites

The NaviPlan Extended Self-Study Guides are intended to be used
with the NaviPlan Extended Online/Offline application to help you
learn how to use NaviPlan.

Each NaviPlan Extended Self-Study Guide covers a different topic.
The following topics are covered in these guides:

* Deficit coverage

* Planning strategies
* Life insurance

* Basic life insurance
* Stock options

Note: The NaviPlan Extended Self-Study Guides were created using
NaviPlan Extended with the Ibbotson Asset Allocation option. This
option allows users to use actual Ibbotson return rates in NaviPlan’s
calculations. If you are using a version of NaviPlan without the
Ibbotson Asset Allocation option, there will be some differences
between the guides and your version of NaviPlan.

The NaviPlan Extended Self-Study Guides include the
following conventions:

* The names of items that are labeled on the screen are capitalized
and italicized. For example,

The Clients page opens.

¢ Within instructions, the names of items that are labeled on the
screen, and items that you must select, click, or type appear in
bold. For example,

Select My Clients, and then click Go.

The self-study guides assume that you are familiar with the basics in

NaviPlan Extended. You are able to create a client file and a base plan,
and you can use NaviPlan to analyze your clients” ability to meet their
current needs.

Conventions 1
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Finding more information

If you have a question that is not answered in the self-study guides,
there are other places to look for additional help.

Help

The fastest way to get information about any command, dialog box, or
item within NaviPlan Extended Online/Offline is to use the Help.

To access the Help, click the Help link at the top of the NaviPlan
window.

support.eisi.com
Visit our Web site to access the following resources:

* Training video clips * Technical Support
* Live Web-based training * NaviPlan Support Forums
* Reference Guides ¢ NaviPlan User Services

Release Notes

To access these resources, do one of the following:
Click the Support link in NaviPlan Extended.

OR

1. Go to support.eisi.com.

2. Click US.
Bookmark or add this page to 3. Under Offline format, click NaviPlan Extended Offline.
your favorites in your Internet OR

browser for future reference.
You can go directly to

http://support.eisi.com/support_us/npe_offline/v10.2/index.htm.

2 Finding more information
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Life insurance

Life insurance

Learning objectives

This module will enable you to

* Examine survivorship analysis assumptions

* Capture details of life insurance policies

* Define clients’ survivorship needs

* Generate a life insurance analysis using reports and graphs

* Generate a life insurance analysis using the Cash Flow Assistant
This module explains how life insurance works in Level 2 Plans.

You may find it helpful to have NaviPlan Extended open while you
work your way through this self-study guide.

Life insurance assumptions

It is important to understand the assumptions that NaviPlan uses for
life insurance and survivorship analysis.

When you enter a life insurance policy, NaviPlan automatically
creates a Life Insurance Proceeds asset to hold the payouts of the policy
when the insured client dies.

The default rate of return for the Life Insurance Proceeds asset is 7%. To
specify the return rates that will be used for the life insurance
analysis, you must enter return rates on the Goals section — Survivor
Income category — Death Benefit Settings page before you enter a policy,
otherwise the default return rate (7%) applies.

NaviPlan assumes that death occurs at the end of the year. For
example, if a client dies in 2006, then NaviPlan assumes that
December 31, 2006 is the date of death and all regular cash flow
transactions throughout the year of death still apply. Proceeds from
the policy enter cash flow but are automatically invested in the Life
Insurance Proceeds asset.

When conducting a life insurance analysis, NaviPlan assumes that the
capital depletion method is used. This means that both the life
insurance proceeds and realizable net worth are used to cover
required expenses.

Learning objectives 3
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4

Life insurance assumptions

If there are cash flow deficits, accounts are redeemed to cover the
deficits based on the predefined deficit coverage redemption order.

* Non-qualified assets are redeemed in pre-retirement and in
retirement

* Qualified assets are not redeemed until retirement

* Business entities, real estate assets, and lifestyle assets are never
redeemed by NaviPlan

If the survivor cannot meet his or her cash needs by drawing from
existing accounts (including the Life Insurance Proceeds account),
NaviPlan recommends additional insurance to ensure that the
survivor will have enough funds to cover projected deficits
throughout the plan. NaviPlan’s life insurance calculations are based
on all projected cash flow deficits throughout the life of the survivor’s
plan and also takes into account the rate of return of the Life Insurance
Proceeds asset. NaviPlan recommends additional insurance when
needed but does not indicate when a client has more than enough
insurance.
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Insurance coverage

Calculators

Getting Started
Financial Picture
et Warth

Cash Flow
Insurance Coverage
Tax Detals

Strategies
Goals

Results

Insurance Coverage

Insurance Coverage | Reports

¥ Instructions

You can use the Financial Picture section — Insurance Coverage category
— Insurance Coverage page to enter information for life insurance,
disability insurance, or long-term care insurance. For this module,
only life insurance is pertinent.

Help | Save | Motes | Print | Undo | Support | Sign Out

NPE Level 2

Insurance Coverage

Life Insurance Edit All | Add
Description Insured Death Benefit Premium Delete
Life insurance policy IDa\u’id jl $470,000 I $50 Jmo | XK
Life insurance palicy [Mary jl s0 30 fmo | XK

Disability Insurance Edit &ll | Add
Description Insured Benefit (% or $) Premium Delste
Disability insurance pal... |Da\rid jl $0 I 40 jmo | K

Figure 1: Financial Picture section — Insurance Coverage category — Insurance Coverage page

To enter policy details, click the Description link. To add additional
life insurance policies, click Add. To edit an existing life insurance
policy, click Edit All

Under Life Insurance, default insurance policies automatically appear
for the client and the co-client. These default entries each have a Death
Benefit and Premium of $0. You can delete these entries, modify them
so that they represent the clients” actual insurance policies (by
entering dollar amounts and other information), or you can

ignore them.

Because NaviPlan automatically deducts the premiums from the
premium payer’s cash flow, do not enter the premiums as expenses.

Insurance coverage 5
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Policy details, such as policy type, insured, beneficiary, death benefit,
and premiums, can be entered in the Life Insurance Policy dialog box.

MaviPlan Extended - Life Insurance Policy [ %]

Help

Details | Future Values

Life insurance policy Details

Description*  Policy Type* Insured* Beneficiary* Policy Owner*

|Lifie insurance | |Variable Life j |David j IMary j |David j
Benefit Details

Cash Surrender CSY Payable with Coverage Coverage

Death Benefit* Yalue* Death Benefit Cease at Age Cease on date* C ity Property
| $470,000 | $0 r [ |pec 31 2999 r
Premiums

Premium Premium Premi Premi Premi Waived

Amount*® Frequency* Premium Payer* Cease at Age Cease on date*  at Disability

| $50 |Monthly | [David =] [T65 |becaizogs W

<< Previous Entry Next Entry >3 Cancel

Figure 2: Financial Picture section — Insurance Coverage category — Insurance Coverage
page — <policy description> link — Life Insurance Policy dialog box (Level 2 Plan only)

6 Insurance coverage
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Life insurance future values

In a Level 2 Plan, you can view and edit projected future values of the
insurance policy on the Future Values dialog box.

Help
Ruture Values For Life insurance
Accumulated

Age Year Premiums Death Benefit Estimated CSY Withdrawals Loans Liability
[ ao] [=2oo] [ 4e00]  [$a7oo00] | s o s $0
[ 4] [2007] | 4s00 | $470,000 | 30 | 30 s | 30
[ 42 [=zo08] [ 600 [g470000 | $0 | $0 | ] $0
[ 43 [2009] | 4s00 | $470,000 | 30 | 30 s | 30
[ 44] [2010] | 4500 | $470,000 | 30 | 30 s | 30
[ a5 [=o1a] [ 600 [g470000 | $0 | $0 | ] $0
[ as] [2012] | 4s00 | $470,000 | 30 | 30 s | 30
[ 47] [[2013] | 4s00 | $470,000 | 30 | 30 s | 30
[ 48 [=o24] [ 600 [g470000 | $0 | $0 | ] $0
[ 49 [2015] | 4s00 | $470,000 | 30 | 30 s | 30
[ 50] [2016] | 4500 | $470,000 | 30 | 30 s | 30
[ 51 [=z007] [ 600 [g470000 | $0 | $0 | ] $0
[ 52 [2018] | 4s00 | $470,000 | 30 | 30 s | 30
[¥ Dverride Future Yalues Page 1 2 3 4 56 7 8 ()
« Hide Fill ¥alues Section

Field to Fill Start Year End Year Starting Yalue Index Rate © Foced Rate

| x| Jzo08  [z21 | 30 [ o C Increase rate 8yl ]

Change Yalue Every I—l year

<< Previous Entry MNext Entry ==

Figure 3: Financial Picture section — Insurance Coverage category — Insurance Coverage
page — <policy description> link — Life Insurance Policy dialog box — Future Values tab —
Future Values dialog box

To override the displayed values, select the Override Future Values
check box. You can edit the individual values, or you can
automatically populate the table with new information by clicking the
Show Fill Values Section, entering the required data, and then

clicking Fill.

Life insurance future values 7
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Death benefit settings

You can use the Death Benefit Settings page to specify how the
proceeds of policies will be invested.

If you do not specify the death benefit settings on this page before you
modify the default life insurance policies or create new life insurance
policies in the plan, NaviPlan uses the default death benefit settings
on this page. Once the policy is created, some of these settings cannot
be overridden.

Help | save | Notes | Print | Undo | Support | Sign Out

Survivor Income

Death Benefit Settings | Objectives | Reparts

Getting Started This section allows you to specify the rate of return that is used in the life insurance analysis. The return rate assumptions entered on this page will be used for existing and proposed life insurance:
policies.

NPE Level 2
i

Calculators

Financial Picture

Strategies Investment Yehicle

Goals IMub.JaI Fund -

Retirement
Eduration
Major Purchase
Emergency Fund
Survivor Income

Annual Income

Interest: Il'UUDD"’D
Dividends: I2'DDDD"ID
Disability Income Capital Gains:1.000%
¥ Long-Term Care paid: Annual =
¥ Estate Planning ) "
Reinvest: Reinvest All =

Results

Growth

Growth Rate: ID'DDDD"ID

Figure 4: Goals section — Survivor Income category — Death Benefit Settings page

To change the return rates but not the investment vehicle used in the
life insurance analysis after the life insurance policy has been created,
follow these steps:

1. Go to the Financial Picture section — Net Worth category —
Accounts page.

Click the applicable Life Insurance Proceeds account.

On the Holdings tab, click the Details button for the Life Insurance
Proceeds holding, and then override the return rate. Only return
rates applicable to that investment vehicle are available.

To change the return rates as well as the investment vehicle used in
the life insurance analysis after the life insurance policy has been
created, the following steps are required.

1. Delete the current policy or policies (on the Financial Picture
section — Insurance Coverage category — Insurance Coverage page).

2. Delete the Life Insurance Proceeds account or accounts (on the
Financial Picture section — Net Worth category — Accounts page.

8 Death benefit settings
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Help | Save | MNotes | Print | Undo | Support | SignOut

Net Worth

Assets [ Liabilities | Accounts | Stock Options | Asset Class Weightings | Reports |

MPE Level 2
s s |

Calculators
Getting Started

Financial Picture b Instructions

Net orth Add Account + Hide
Cash Flow

: - Description*® Plan Type* Asset Type of First Holding* Dwner* Add
nsurance Coverage
-

Tax Details I I J I j I j Q

Strategies Wooount List

Goals Current Current Number of

Results Description Plan Type Owner Market ¥alue Cost Basis Asset Class Weightings Holdings Delete
Joink MG Mon-Qualified Joint 460,000 $60,000 Cash 1 =
David's 401(K) 401k David $330,000 Mia Multiple Classes H =
David's Brokerage ... Mon-Qualified David $100,000 475,000 Small Cap Equity 1 x
Gualified Account 401k Mary 320,000 M Multiple Classes 1 x
Mary's Brokerage A... Mon-Qualified IMary 125,000 $100,000 International Equity 1 x

((LiFe Insurance Pro... ) MonrQualified Dravid 30 40 Unclassified 1 x

Figure 5: Financial Picture section — Net Worth category — Accounts page (showing the system-generated Life Insurance Proceeds
account)
3. Change the death benefit settings (on the Goals section — Survivor
Income category — Death Benefit Settings page).

4. Reenter the policy or policies (on the Financial Picture section —
Insurance Coverage category — Insurance Coverage page).

When an insurance policy is created, NaviPlan automatically creates a
Life Insurance Proceeds account. NaviPlan also automatically creates a
transfer strategy, so that when the insured client dies, the Life
Insurance Proceeds account is transferred to the Life Insurance Proceeds
account for the surviving client.

Help | Save | Motes | Print | Undo | Support | Sign Out

Strategies NPE Level 2

Home

Regular & Lump Sum Savings | Surplus Savings | Surplus Lifestyle | Redemptions ‘ Deficit Coverage | Transfers | Debt Modification ‘ Reports |

Calculators
Getting Started Click. on the Add an Asset Transfer button to add a transfer,

Francalpicre |y i) o e roner |

Strategies
Strategies Source Asset Name Destination Asset Name Amount Applicable Delete Details
Goals Life insurance policy {David)  LiFe Insurance Proceeds For Mary (Mary/Mon-Qualfied)  100.00% of D.B.  Upon Death | % Ed

Results

Figure 6: Strategies section — Strategies category — Transfers page (showing the system-generated transfer strategy)

Death benefit settings 9
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Objectives

You can use the Goals section — Survivor Income category — Objectives

page to define the client’s survivorship needs and specify what
happens to existing and new expenses during survivorship.

Help | Save | Notes | Print | Undo | Support | Sign Out

avivlan

nning 5of

Home

Survivor Income NPE Level 2

Death Benefit Settings | Objectives | Reports

Calculators

Getting Started ¥ Instructions

Financial Picture

Other Expenses S
Strategies %o Applicable
Description Member Frequency  Amount to Survivor StartDate  End Date Detail
Goals Retiremant Travel Juink annually 410,000 £5%  Retirement Retirement + 10| B
Retirement Property Tax Ioint Manthly 4500 100% Jan 12006 Death B
Survivor Income: —
b Estate Plarning Housing {i.e. utilties, repairs) Jaink Manthly $3,000 100%  1/1/2006 Retirement B
Results Food Joink, Manthly $1,500 85%  1/1/2006 Retirement E3
=i
Transpartation {i.e. gas, insurance) Jaint Manthly $2,500 85%  1/1/2006 Retirement Br
—
Entertainment (i.e. restaurants, movies)Joint Manthly 43,000 85%  1/1/2006 Retirement B
—
Personal {i.e. clothing, hobbies) Joink IMonkhlky 42,500 §5%  1/1/2008 Retirement Br
—_—
Cther (i.e. child care, travel) Jaint Manthly 41,500 85%  1/1/2008 Retirement Ed
Retirement Jaint annually $175,000 85%  Retirement Death Br
Expenses During Survivorship
Description® Type® Dwner® Child Frequency® Amount* Start Date*  End Date® Infl +/- Addl Details Delete
[festyle =] ot~ | < Janroaly ~] | [peath [pecsizses W +fooow (B [ X
=] ] AEg A il
| Jfestyle  «| Joint | | < Jannoaly ~| | |peath pecsizoms Pafonow (B (X
] ] AR A J
| [festvie =] Point =] | <| [ennuaty ~] | [peath [peczizses M4 fooms (B [ X
1] =] 15 i
[ [festyle =] Paint =] | | [ennualy ~] | [peath [Peczizose mifoonw (B | X
| Jufestyle  w| paint | | | lennualy ~| | |peath pecaizoss Fafonow (B (X
Display 'l nEw entry rowis)

Figure 7: Goals section — Survivor Income category — Objectives page

Under Other Expenses, the expenses entered on the Financial Picture
section — Cash Flow category — Cash Flow page appear. These expenses
can be edited here, but not deleted. You can modify the percentage of

an expense that is applicable in survivorship (for example, an
entertainment expense may only be 50% in survivorship).

Under Expenses During Survivorship, enter expenses that apply only

when the client or co-client is deceased, such as child care or
additional yard maintenance expenses. Do not include loan or

mortgage payments or life and disability insurance premiums. Loan
and mortgage payments are entered on the Financial Picture section —

Net Worth category — Assets / Liabilities page. Life and disability

insurance premiums are entered on the Financial Picture section —

Insurance Coverage category — Insurance Coverage page.

10 Objectives
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Life insurance analysis

There are three ways to analyze life insurance.

1. Duplicate the plan, and then change the client’s life expectancy on
the Getting Started section — Assumptions category — Milestones
page. This will manually simulate the death of the client in the
year specified. You can then use all of the reports and graphs
(except the life insurance reports and graphs) to analyze the
survivor’s needs.

2. Generate life insurance reports and graphs and review the
insurance-specific results. The life insurance reports and graphs
automatically simulate death at the end of the current year.

3. Use the Cash Flow Assistant to implement alternative life
expectancy dates and view the amount of additional insurance
needed.

Using the life insurance reports and graphs and the Cash Flow
Assistant, you can obtain all the information you need without
changing the actual milestones within the plan. Duplicating the plan
(method 1) is not necessary.

Life insurance reports and graphs

The life insurance reports and graphs determine additional insurance
needs without changing the actual milestones within the plan.

viula“ Help | Save | Motes | Print | Undo

al Planning Software

| Support | Sign Out

Graphs

Life Insurance | Disability Insurance | LTC Insurance

s | Ta

Home

MPE Level 2
L4 Lo

Calculators

Getting Started

5 o Select the graph that you would like to see.
Financial Picture

(ieef =

Faj : -
- — Orientation
Strategies Life Insurance if David dies v| E: G@ Il IAuh:matic =
s3ign Generate .
Goals Life Insurance if David dies Gettings  Graph Fpnpnt;r-
Life Insurance if Mary dies endly

Results Lifie Insurance if David dies with insurance

Life Insurance if Mary dies with insurance
Life Insurance Analysis for David
Life [nsurance Analysis for Mary

Motes Summary
User Defined Text
¥ Client Reports

b Additional Repaorts
 Additional Graphs
= Net Warth

= Cash Flow

* Goals

* fsset Allocation
+ Insurance

» Estate Planning
= Income Tax

* Monte Carlo

Figure 8: Results section — Additional Graphs — Insurance category — Life Insurance page

Life insurance analysis 11
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Life insurance analysis

Additional Life Insurance Required report
This report displays any additional life insurance required to cover
expenses. In the example below, no additional insurance is needed.

Select the report that you would lke to see.

o @ rientation
H J C Jautormatic |7
Assign Generate

Settings Report Printer.

riandly

Additional Life Insurance Required
Answer Key - Train
Life Insurance Practice (2008)

Year  Ages David were to die Mary were fo die
2006 40/38 [ 0

Hote: tt iz impartant 1o rasizs that e3ch ol of this repart simulates 3 persan dying 3t the snd of that year. The eFfect on the SURviving persorrs futurs cash flow i then examined. Thus, sach cal is indspendsrt fram the
wothers.

Assumptions : The proceeds of the life insurance are inwested into a mutual fund eaming 4.00%. Funds are withdraun from the aceount as needed.

Figure 9: Additional Life Insurance Required report
(Results section — Additional Reports — Insurance category — Life Insurance page)

Additional Life Insurance Required to Cover Potential Death
of <client> report

This report shows the projected cash flow surplus/deficit with the
current coverage, and also reports the cash flow surplus/deficit with
the additional insurance amount in place for comparison.

Report Orientation
Additional Life Insurance Required to Cover Potential Death of David j | @ r lm
Assign Generate Printer-
Settings Repon Fiendiy
Additional Life Insurance Required to Cover Potential Death of David
Answer Key - Train
Life Inswance Practice (2006)
Before New Coverage With Additional Coverage
Surplus | Proceeds
Year Ages (Deficit) Total Net Worth  Surplus I (Deficit) Asset Total Net Worth
2008 40728 1,284,275 11,947 246 1,284,275 0 11,947 246
2007 41738 1,245,831 12,450,893 1,245831 0 12,450,893
2008 42740 1,202,493 12977057 1,202,489 0 12977057
2008 4341 1,153,845 13527 250 1,153,945 0 13527 250
2010 44/472 1,088,937 14,103,121 1,088,937 0 14,103,121
2011 45743 1,028,536 14,704,289 1,038,536 0 14,704,289
2012 4644 87177 14,336,069 a7y 1} 14,336,069
2013 47745 898,208 15,989,265 898,200 0 15,989,265
2014 4846 825,254 16,696,893 825,254 1} 16,696,893
2015 49747 721,038 17,431,225 721,036 0 17,431,225
2016 50/48 609,746 18,205 466 609,746 1} 18,205 466
2017 51749 490,998 19,022 326 490,939 0 19,022 326
2018 52150 364,383 19,885,201 364,383 1} 19,885,201
2018 5381 228,450 20,787,700 220,450 0 20,787,700
2020 54557 85,717 21,818,540 85,717 0 21,818,540
2021 55043 0 22781246 o 0 22781246
2022 5654 1} 23,737 569 o 1} 23,737 569
2023 57145 0 24742441 o 0 24742441
2024 58/56 1} 25,798 691 o 1} 25,798 691
2025 59757 0 26,909,521 o 0 26,909,521
2026 BO/58 1} 28,078,891 o 1} 28,078,891
2027 61/59 0 29,211,089 o 0 29,211,089
2028 B2/60 1} 30,632,472 o 1} 30,632,472

Figure 10: Additional Life Insurance Required to Cover Potential Death of <client> report
(Results section — Additional Reports — Insurance category — Life Insurance page)

Reports and graphs in NaviPlan complement each other. Let’s take a
look at some life insurance graphs.
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If <client> Dies graph

This graph displays the clients’ cash flow with their existing insurance

only. Notice the accumulated deficit from 2033 to 2057.

If David Dies
Life Insurance Practice (2006}

Answer Key - Train

David Deceased
Mary Pra-Rebired [ Retired

A Accumulated Surplusi Deficit
2z — [l Current Surpius/ Deficit

Amount
H

s» r—

2005 09 2012 2005 208 @1 D4 207 200 20N D6 2008 242 245 2048 2081 2054 2087
Year

Figure 11: Life Insurance if <client> Dies graph
(Results section — Additional Graphs — Insurance category — Life Insurance page)

Now let’s compare it to the If <client> Dies with Insurance graph.

If <client> Dies with Insurance graph
This graph displays the clients” cash flow with the additional
insurance recommended by NaviPlan.

If David Dies with Insurance
Life Insurance Practice (2006}

Answer Key - Train

David P Deceased
Mary | Pre-Reiired [ Retired 1
oM

' Accumulated Surplus/ Deficit
2 (I Current Surplus/ Deficit

Baneunt

s
2008 2009 20127 205 2008 20X 24 7 M0N0 2003 2086 2008 2043 2045 B04H 061 2064 2067
Vear

Figure 12: Life Insurance if <client> Dies with Insurance graph
(Results section — Additional Graphs — Insurance category — Life Insurance page)

The flat line indicates all outflows match inflows. Insurance is
producing the desired effect.

Life insurance analysis
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Cash Flow Assistant

The Cash Flow Assistant displays a complete analysis of the family’s
: J cash flow for any given year. Changes you make in the Cash Flow
Help ¥ideo Clips Assistant do not affect the plan, but can give you useful What-if
Planning Assiskant. .. . . .
Cash Flows fresistant . information. For example, you can see how changing the year of death
for the client or co-client would affect results.

MNaviPlan Extended - Cash Flow Assistant [ %]

Assistant Options

¥ Plan Deceased Dates
 simukaneous Death]_2008] | T Apply Additional Capital MNeeded for David[200g]
€ Other Life Expectancies ™ Apply Additional Capital Meeded for Mary

David Mary Estate Planning Scenario  |Existing Estate Scenario |

onse] on| [2058
Year O 2000 O Member Status

David is Pre-Retired (Age 40)
Mary is Pre-Retired (Age 38)
Click on a value to show details

Drescription Head1 Head? Famnily

Employment Income 156,000 102,000 258,000
Irvestment Income 471518 385,153 856,771
Pensicn Income ] ] 0
Total Income B27 B18 457 153 1114771
Total Tax 85,195 43,432 128 526
Income after Tax 542 423 443721 986,145
Lifestyle Expenses 141 500 141,000 282 B00
Pension Confributions 3,500 5700 3500
Irvestment Purchases 7618 1,153 8,771
Irvestment Expenses 300,000 300,000 500,000
Current Surplus/(Deficit) 89,305 4,132 85,174
Previous Surplus/(Deficit) 0 0 0
Funds (to)/from other members 4,132 4,132 0
Ending Surplus/(Deficit) 85,174 0 85,174

[Actlvity » l Close

st

Figure 13: Tools menu — Cash Flow Assistant selection — Cash Flow Assistant dialog box

14  Life insurance analysis
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Exercises

The following exercises have been designed specifically for this module and assume that you

HANDS-ON EXERCISES

2.

2.

are working with the original data in the Core and Elective Base plan. Before starting the
exercises, duplicate the Core and Elective Base plan, rename the duplicate with a meaningful
name (e.g., Life insurance training), and then use it to complete the exercises below.

To find the answers, see “Answers to life insurance” on page 18.

Exercise 1: Examine survivorship analysis assumptions
1.

A Life Insurance Proceeds asset is automatically created when a life insurance policy is
entered in NaviPlan. Is this statement true or false?

a) True
b) False

At what time of the specified year does NaviPlan assume the client is deceased when
doing a life insurance analysis?

a) Beginning of the year

b) End of the year

¢) Deceased client’s date of birth
d) Plan analysis date

e) None of the above

Exercise 2: Capture details of life insurance policies
1.

Which field is accessible in the details of a permanent policy type that is not accessible
when a term policy type is selected?

a) Cash Surrender Value
b) Premiums Cease on date
c) Death Benefit

d) Premium Amount

The death benefit of David’s group policy is based on his salary which is indexed to
increase with inflation at 3%. Change David'’s life insurance policy to reflect an increasing
death benefit of 3% each year.

Hint: Go to the Life Insurance Policy dialog box — Future Values tab.
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Exercise 3: Define the client’s survivorship needs
To find the answers, see “Answers to life insurance” on page 18.

. The Trains feel that if either one of them was to die, a nanny would be needed for the next

five years for Michael at $70,000 per year. They would also like to create a $75,000
additional lump-sum need just for peace of mind. Add these joint expenses to reflect this
information.

Hint: Go to the Goals section — Survivor Income category — Objectives page.

If David were to die, the Trains want to take a conservative approach to their finances and
assume that all surpluses Mary will have during survivorship are spent. Model this in
NaviPlan using a surplus lifestyle strategy.

Hint: Make sure to adjust the start and end dates of the strategy to apply only during Mary’s
survivorship.

Lifestyle expenses already modeled in the plan need to be re-entered on the Insurance
category — Objectives page. Is this statement true or false?

a) True
b) False

Exercise 4: Generate a life insurance analysis using reports and
graphs

1.

16

Which life insurance report(s) will provide a suggested amount of life insurance in case of
David’s death?

Hint: Some reports display the suggested amount in the footnotes.




HANDS-ON EXERCISES

Life insurance

2. What recommendations can you make in order to ensure that the Trains are sufficiently
insured in case of David’s death?

Exercise 5: Generate a life insurance analysis using the Cash Flow

Assistant
To find the answers, see “Answers to life insurance” on page 18.

1. What are the benefits of using the Cash Flow Assistant to perform a life insurance analysis?
a) Detailed cash flow analysis
b) Changed settings do not affect the plan
c) Ability to apply suggested insurance amount
d) All of the above

e) None of the above

17
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Conclusion

This module has enabled you to

* Examine survivorship analysis assumptions

* Capture policy details

* Define survivorship needs

* Generate an analysis using reports and graphs

* Generate an analysis using the Cash Flow Assistant

Answers to life insurance

Exercise 1: Examine survivorship analysis assumptions

1. a) True. The asset created can be seen on the Net Worth category — Accounts page after the
policy has been entered.

2. b) End of the year. NaviPlan always assumes the client is deceased on December 31 of the
specified year. Any cash flow transactions for that year occur as if the client were alive.

Exercise 2: Capture details of life insurance policies

1. a) Cash Surrender Value. This field is accessible for permanent policies as the CSV amount
specified is payable with the death benefit.

Exercise 3: Define the client’s survivorship needs

3. b) False. You have the ability to specify what percentage of an expense will carry through
during survivorship.

Exercise 4: Generate a life insurance analysis using reports and
graphs

1. The life insurance reports that provide a suggested amount of life insurance in case of
David’s death are:

* Additional Life Insurance Required

Additional Life Insurance Required to cover Potential Death of David
* Cash Flow Summary with Additional Coverage (David)

* Life Insurance Detailed Analysis for (David)

* Life Insurance Analysis Summary for (David)

18
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2. The following recommendations can be made to ensure that the Trains are sufficiently
insured in case of David’s death:

* Set up a life insurance policy for the suggested amount
* Reduce expenses

* Increase income

* Redeem assets during the survivorship period

Exercise 5: Generate a life insurance analysis using the Cash Flow
Assistant

1. d) All of the above

19
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