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Net Worth Statement 

This net worth statement provides a detailed breakdown of your financial situation as of April 29, 2014. 

Net Worth Statement 

As of April 29, 2014 
 Emily Robert Joint Total 

Non-Qualified Assets     

Brokerage    138,445   138,445  
Savings    63,407   63,407  
Total Non-Qualified Assets    201,852   201,852  

     

Qualified Assets     

Qualified Account  115,234     115,234  
Roth IRA   72,901    72,901  
ICMA RC 457   85,526    85,526  
Total Qualified Assets  115,234   158,427    273,661  

     

Lifestyle Assets     

Residence    388,360   388,360  
Vacation home    221,920   221,920  
Personal Use Property (i.e. car, boat)    25,000   25,000  
Other Personal Assets (i.e. collectibles)    40,000   40,000  
Total Lifestyle Assets    675,281   675,281  

     

Total Assets  115,234   158,427   877,133   1,150,794  
     

Liabilities     

Mortgage   (156,416) (156,416) 
     

Total Liabilities   (156,416) (156,416) 
     

Total Net Worth  115,234   158,427   720,717   994,378  
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Retirement – Current 

*70% 

 

This scenario covers 70% of the desired retirement goal objectives. 

 

*This value indicates the percentage of your total retirement needs that can be covered by your total retirement resources during your 
retirement time period. 

 

Assumptions 
The following table details the key assumptions used in the generation of this scenario: 

 Emily Robert 

Retirement Age/Year 60/2035 59/2035 
Life Expectancy 93/2068 90/2065 
Desired Fixed Expenses Covered 100% ($151,542) 
Desired Discretionary Expenses Covered 100% ($0) 
Annual Inflation Rate 3.50% 
Total Monthly Savings  $550  
Investment Objective (ROR) Pre-Retirement 6.00% 
Investment Objective (ROR) Retirement 4.00% 

 

Analysis 

2035 2037 2039 2041 2043 2045 2047 2049 2051 2053 2055 2057 2059 2061 2063 2065 2067
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Social Security

Pension Income

Annuity Payments

Earned Income

Required Minimum Distributions

Additional Qualified Proceeds

Non-Qualified Proceeds

Other Inflows

Shortfall

Fixed Needs (incl. taxes)

Total Needs (incl. taxes)

 
 

 Net Worth at Start of Retirement Year: 
$2,563,402 

 Net Worth at Plan End: $1,869,567 

 Year Capital Is Exhausted: 2052 

 % Fixed Needs Covered by Total Resources: 70% 

 

 

 

 

Additional Assumptions 
The following table details the additional assumptions used in the generation of this scenario: 

Scenario Settings Emily Robert 

Capital Liquidation Order Non-Qualified - Qualified - Roth 
Social Security Start Age 62 years and 1 month 62 years and 1 month 
Bucketing Strategy Target Balance (future $) N/A 
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Tax Considerations 

On January 1, 2013, the U.S. Congress adopted the American Taxpayer Relief Act of 2012 (ATRA, ‘the 
Act’). The Act allowed the Bush-era tax rates to sunset after 2012 for individuals with incomes over 
certain amounts. The legislation permanently ‘patched’ the alternative minimum tax (AMT), revived 
many expired tax extenders, including the American Opportunity Tax Credit, and changed the estate 
tax rate and exemption amount. 
 
ATRA made the estate tax permanent and set the exemption amount equal to $5,000,000 for 2010 
subject to inflation for future years. As a result the exemption has been increased to $5,340,000 for 
2014 per person (subject to future inflation), or $10,680,000 per couple. The portability of an unused 
spousal exclusion was also made permanent by the Act. The top tax rate bracket was increased from 
35% to 40%, and a few additional brackets have been added to the unified credit table. Estate and gift 
taxes continue to be unified, as part of the permanent part of the Act. 
 
ATRA provided for a top dividend and capital gains rate of 20% in 2013 and subsequent years, higher 
than the top rate of 15% in 2012, but below ordinary income rates. This preferential rate still only 
applies to long-term capital gains, and not to short-term gains. These provisions have also been made 
permanent, without any sunset option. 
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Important Terminology 

Current plan 

The current plan consists of information provided and reviewed by you and serves as the basis for 
some of the assumptions used in the proposed plan. 

Proposed plan 

The proposed plan is a system-generated plan that is calculated based on achieving your stated goals 
by applying the additional assumptions contained within the proposed scenarios. 

Scenarios 

A scenario is a modification of assumptions based on the current plan. A proposed scenario is 
incorporated into the proposed plan. 

Rate of return (Current - Not Rebalanced) 

Current - Not Rebalanced does not rebalance the accounts linked to a goal. Each account linked to a 
goal maintains a separate rate of return. 

Rate of return (Current - Rebalanced) 

Current - Rebalanced rebalances the accounts linked to a goal and uses the weighted average rate of 
return of the linked assets. 

Rate of return (suggested asset mix) 

The rate of return that is calculated based on the investment profile as determined by answers to a risk 
tolerance questionnaire. 

Rate of return (proposed plan) 

The dollar-weighted average rate of return of the assets that are used in the assumed/suggested asset 
mix. This rate of return is the same as the Rate of return (Assumed/Suggested Asset Mix). 

Standard deviation 

Standard deviation is a statistical measure of the volatility of an asset or account. It measures the 
degree to which the rate of return in any one year varies from the historical average rate of return for 
that investment; the greater the standard deviation, the riskier the investment. 

Unlinked accounts 

Unlinked accounts represent all non-qualified accounts that are not linked to a goal. (Qualified accounts 
are automatically linked to the retirement goal.) Unlinked accounts are assumed to be allocated to the 
estate. 

Investment profile 

The investment profile is the result of an analysis of an individual’s investment objectives, time horizon, 
and risk tolerance in reference to investing. 

Portfolio 

The combination of assets a client owns and that are considered in this plan to fund the client’s goal. 
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Time horizon 

The length of time desired to achieve a financial goal. A longer time horizon usually allows an individual 
to withstand more volatility, whereas a shorter time horizon typically requires less volatility and more 
liquidity. 

Asset mix 

The combination of asset classes within an investment portfolio. It can also represent a further division 
within an asset class such as a mix of small, medium, and large company stock assets. 

Current Asset Mix 

The combination of asset classes assigned to the assets included in the current plan. 

Entire portfolio 

The entire portfolio for the current plan represents the asset mix of all accounts in the plan. The entire 
portfolio for the proposed plan is the combination of the suggested asset mix and the assumed asset 
mix associated with all of the goals included in the plan. 

Blended mix 

For the entire portfolio, a blended mix of investment profiles indicates that the investment profile has 
been defined differently for each goal. For the retirement goal, a blended mix of investment profiles 
indicates that the investment profile has been defined differently for each type of account (qualified 
retirement accounts, non-qualified retirement accounts, or non-qualified annuity retirement accounts). 

Average tax rate 

The assumed average tax rate that is applied against salary, self-employed income, Social Security, 
defined benefits, pensions, and other taxable income. The assumed average tax rate is typically less 
than the marginal tax rate based on the assumption that income is spread over multiple tax brackets. 

Community property 

In states with community property laws, any property acquired by a married couple residing in a 
community property state is considered to be equally owned by both parties. 

Annuitize 

The transition of an annuity contract from the accumulation phase into the income distribution phase. 
In the income distribution phase the accumulated value of the annuity is distributed via a computed 
stream of income payments over a duration of time or through varying withdrawals from the annuity. 

Inflation rate/Index rate 

The rate at which dollar values are discounted over time. The rate is measured by an index that 
indicates the change in the cost of various goods and services as a percentage. 

Marginal tax rate 

The marginal tax rate is derived from the federal income tax brackets. It is the amount of tax that 
would be paid on any additional dollars of income. It is applied against interest, dividend, royalty, 
alimony, and capital gains income. 

Required minimum distribution (RMD) 

The amount required by the IRS to be withdrawn each year from traditional IRAs and 
employer-sponsored retirement plans, starting on the required beginning date, which generally (but not 
always) occurs in the year following the year in which the owner turns 70½. 
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Uniform Transfer to Minors Act (UTMA) and Uniform Gift to Minors Act (UGMA) 

UTMA and UGMA are custodial accounts, owned by a minor with an adult designated as the custodian. 
The accounts are normally used to save for the child's education. Once the transfer to the account 
occurs, the account is the legal property of the child and can only be used for the child's benefit. When 
the child reaches the age of majority, control of the account transfers to the child and the child can use 
the proceeds as he or she wishes. The UTMA considers the age of majority to be 21 although it is 18 in 
some states. 

Unlimited marital deduction (UMD) 

A provision in the Internal Revenue Code which allows assets owned by the decedent to be transferred 
to the surviving spouse without incurring estate taxes. 

Fixed expenses 

Fixed expenses include ongoing expenses that you have determined cannot be easily changed or 
eliminated, such as basic living expenses or retirement living expenses. 

Fixed needs 

Fixed needs include all your fixed expenses, plus other expenses that have been calculated based on 
your financial information. These expenses include liability payments, insurance premiums, property 
taxes, and income taxes. 

Lifestyle expenses 

The definition of lifestyle expenses includes all expenses entered in the Cash Flow category where the 
type of expense is classified as lifestyle. 

Total needs 

The definition of total needs includes all fixed needs, all other expenses that are not considered in the 
fixed needs definition, and total taxes. The total needs in the plan will account, in part, for expenses 
that are more discretionary in nature. 

Fixed incomes 

The definition of fixed incomes includes the pre-tax income from the following income sources: Benefit 
Formula and Estimate Benefit pensions, income entered with the type Pension, Social Security income 
of the client and co-client (retirement, survivor, and disability benefits), income entered with the type 
Salary, and annuity income (excluding income from annuities with the income option of Withdrawals as 
Needed). 

Asset class 

A category of investments grouped according to common characteristics such as relative liquidity, 
income characteristics, tax status, and growth characteristics. 

LargeCap Growth Equity – Russell 1000 ® Growth Index  

The Russell 1000 Growth Index captures the performance of the large-cap portion of the Russell 1000 
index with a growth orientation. Companies in this index tend to exhibit higher price-to-book and 
price-earnings ratios, lower dividend yields and higher forecasted growth values than the Value 
universe.  

LargeCap Value Equity – Russell 1000 ® Value Index  

The Russell 1000 Value Index contains those Russell 1000 securities with a less-than-average growth 
orientation. Securities in this index generally have lower price-to-book and price-earnings ratios, higher 
dividend yields and lower forecasted growth values than the Growth universe.  
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MidCap Equity – Russell Midcap ® Index  

The Russell Mid Cap Index consists includes approximately 800 of the smallest companies in the Russell 
1000 index, as ranked by total market capitalization. This midcap index represents approximately 31% 
of the Russell 1000 total market capitalization. As of November 2013, the weighted average market 
capitalization was approximately $11.286 billion; the median market capitalization was approximately 
$5.729 billion. The largest company in the index had an approximate market capitalization of $28.285 
billion.  

SmallCap Equity – Russell 2000 ® Index  

The Russell 2000 Index is a small-cap index consisting of the smallest 2,000 companies in the Russell 
3000 Index, representing approximately 10% of the Russell 3000 total market capitalization. As of 
November 2013, the weighted average market capitalization was approximately $1.757 billion; the 
median market capitalization was approximately $0.700 billion. The largest company in the index had 
an approximate market capitalization of $5.373 billion.  

International Equity – MSCI EAFE® Index  

The MSCI EAFE (Europe, Australasia, Far East) Index is a free float-adjusted market capitalization index 
that is designed to measure developed market equity performance, excluding the US & Canada. As of 
November 2013 the MSCI EAFE Index consisted of the following 21 developed market country indices: 
Australia, Austria, Belgium, Denmark, Finland, France, Germany, Hong Kong, Ireland, Israel, Italy, 
Japan, the Netherlands, New Zealand, Norway, Portugal, Singapore, Spain, Sweden, Switzerland, and 
the United Kingdom. 

International Emerging Markets Equity – MSCI Emerging Markets Index  

THE MSCI Emerging Markets Index is a free float-adjusted market capitalization index that is designed 
to measure equity market performance in the global emerging markets. As of November 2013 the 
MSCI Emerging Markets Index consisted of the following 21 emerging market country indices: Brazil, 
Chile, China, Colombia, Czech Republic, Egypt, Greece, Hungary, India, Indonesia, Korea, Malaysia, 
Mexico, Peru, Philippines, Poland, Russia, South Africa, Taiwan, Thailand, and Turkey.  

US REITs – FTSE NAREIT All Equity Index  

The FTSE NAREIT Index is an unmanaged index considered representative of U.S. real estate 
investment trusts (REITs). The index is a market capitalization-weighted index that contains all 
tax-qualified REITs with more than half of total assets in qualifying real estate assets other than 
mortgages secured by real property that also meet minimum size and liquidity criteria.  

High Yield Bonds – Barclay’s High Yield Index  

The U.S. Corporate High-Yield Index covers the USD-denominated, non-investment grade, fixed-rate, 
taxable corporate bond market. Securities are classified as high-yield if the middle rating of Moody’s, 
Fitch, and S&P is Ba1/BB+/BB+ or below. A small number of unrated bonds are included in the index; 
to be eligible they must have previously held a high-yield rating or have been associated with a 
high-yield issuer, and must trade accordingly. The index excludes Emerging Markets debt.  

Cash – Citigroup US Domestic 3 Month T-Bill  

The objective of this benchmark is to reflect the returns provided by the short term fixed income 
instruments. The index is based on the U.S. 3 month Treasury Bills. This index measures monthly 
return equivalents of yield averages that are not marked to market. Calculations are based on the last 
3, 3-month T-Bill issues. Returns for this index are then calculated on a monthly basis.  
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International Bonds – Citigroup WGBI Non-US  

The objective of this benchmark is to reflect the returns provided by investment in international (non 
U.S.) fixed income securities. The World Government Bond Index is a market-capitalization weighted 
benchmark that tracks the performance of fixed-rate sovereign debt issued in the domestic market in 
the local currency with at least one year maturity. The minimum credit quality required is BBB-/Baa3 
(by either S&P or Moody’s) for all issuers to ensure that the WGBI remains an investment-grade 
benchmark.  

Long-Term Bonds – US Long-Term Government Bonds  

The objective of this benchmark is to measure the returns of long-term bonds. To the greatest extent 
possible the total returns are calculated for each year on a single bond issued by the United States 
Government with a term of approximately 20 years and a reasonably current coupon with returns that 
did not reflect potential tax benefits, impaired negotiability, or special redemption or call privileges.  

Intermediate Term Bonds – US Intermediate Term Government Bonds 

The objective of this benchmark is to measure the returns of intermediate-term bonds. As with 
long-term government bonds, one-bond portfolios are used to construct the intermediate-term index. 
The bond chosen each year is the shortest non-callable bond with a maturity of not less than five 
years, and it is “held” for the calendar year. Monthly returns are computed. Bonds with impaired 
negotiability or special redemption privileges are omitted, as are partially or fully tax-exempt bonds 
starting in 1943. 

Short-Term Bonds – US 1-Year Government Bonds 

The objective of this benchmark is to reflect the returns provided by the short-term fixed income 
instruments. Yields on Treasury securities at “constant maturity” are interpolated by the U.S. Treasury 
from the daily yield curve. This curve, which relates the yield on a security to its time to maturity, is 
based on the closing market bid yields on actively traded Treasury securities in the over-the-counter 
market. These market yields are calculated from composites of quotations obtained by the Federal 
Reserve Bank of New York. The constant maturity yield values are read from the yield curve at fixed 
maturities, currently 3 and 6 months and 1, 2, 3, 5, 7, 10, 20, and 30 years. This method provides a 
yield for a 10-year maturity, for example, even if no outstanding security has exactly 10 years 
remaining to maturity. 

Important acronyms 

EOY – End of year CSV – Cash surrender value 

ILIT – Irrevocable Life Insurance Trust GSTT – Generation-skipping transfer tax 

ATRA – American Taxpayer Relief Act of 2012 IRD – Income in respect of a decedent 

SOY – Start of year RMD – Required minimum distribution 

UMD – Unlimited marital deduction UGMA – Uniform Gift to Minors Act 

ROR – Rate of return UTMA – Uniform Transfer to Minors Act 

ESA – Education Savings Accounts CST – Credit Shelter Trust 

ILIT – Irrevocable Life Insurance Trust QTIP – Qualified Terminable Interest Property 

QDOT – Qualified Domestic Trust 
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Disclaimer 

IMPORTANT: Please read this section carefully. It contains an explanation of some of the 
limitations of this report. 

IMPORTANT: The calculations or other information generated by NaviPlan regarding the likelihood of 
various investment outcomes are hypothetical in nature, do not reflect actual investment results, and 
are not guarantees of future results. 

Below is an outline of several specific limitations of the calculations of financial models in 
general and of NaviPlan specifically. 

The Calculations Contained in This Report Depend in Part, on Personal Data That You Provide 

The assumptions used in this analysis are based on information provided and reviewed by you. These 
assumptions must be reconsidered on a frequent basis to ensure the results are adjusted accordingly. 
The smallest of changes in assumptions can have a dramatic impact on the outcome of this analysis. 
Any inaccurate representation by you of any facts or assumptions used in this analysis invalidates the 
results. 
 

 

This Report is Not a Comprehensive Financial Report and Does Not Include, Among Other Things, a 
Review of Your Insurance Policies 

We have made no attempt to review your property and liability insurance policies (auto and 
homeowners, for example). We strongly recommend that in conjunction with this analysis, you consult 
with your property and liability agent to review your current coverage to ensure it continues to be 
appropriate. In doing so, you may wish to review the dollar amount of your coverage, the deductibles, 
the liability coverage (including an umbrella policy), and the premium amounts. 
 

 

NaviPlan Does Not Constitute Legal, Accounting, or Tax Advice 

This analysis does not constitute advice in the areas of legal, accounting or tax. It is your responsibility 
to consult with the appropriate professionals in those areas either independently or in conjunction with 
this planning process. 

Circular 230: Any income tax, estate tax or gift tax advice contained within this document was not 
intended or written to be used for, and cannot be used for, the purpose of avoiding penalties that may 
be imposed. 
 

 

Discussion of the Limits of Financial Modeling 

Inherent Limitations in Financial Model Results 

Investment outcomes in the real world are the result of a near infinite set of variables, few of which 
can be accurately anticipated. Any financial model, such as NaviPlan, can only consider a small subset 
of the factors that may affect investment outcomes and the ability to accurately anticipate those few 
factors is limited. For these reasons, investors should understand that the calculations made in this 
analysis are hypothetical, do not reflect actual investment results, and are not guarantees of future 
results. 
 

 

Results May Vary With Each Use and Over Time 

The results presented in this analysis are not predictions of actual results. Actual results may vary to a 
material degree due to external factors beyond the scope and control of this analysis. Historical data is 
used to produce future assumptions used in the analysis, such as rates of return. Utilizing historical 
data has limitations as past performance is not a guarantee or predictor of future performance. 
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Outline of the Limitations of NaviPlan and Financial Modeling 

Your Future Resources and Needs May Be Different From the Estimates That You Provide 

This analysis is intended to help you in making decisions on your financial future based, in part, on 
information that you have provided and reviewed. The suggested asset allocation presented in this 
analysis is based, in part, on your answers to a risk tolerance questionnaire and may represent a more 
aggressive—and therefore more risky—investment strategy than your current asset allocation mix. 

The calculations contained in the report utilize the information that you have provided and reviewed 
including, but not limited to, your age, tolerance for investment risk, income, assets, liabilities, 
anticipated expenses, and likely retirement age. Some of this information may change in unanticipated 
ways in the future and those changes may make NaviPlan less useful. 
 

 

NaviPlan Considers Investment in Only a Few Broad Investment Categories 

NaviPlan utilizes this information to estimate your future needs and financial resources and to identify 
an allocation of your current and future resources, given your tolerance for investment risk, to a few 
broad investment categories: large-cap equity, mid-cap equity, small-cap equity, international equity, 
emerging equity, bonds, and cash. 

In general, NaviPlan favors the investment categories that have higher historical and expected returns. 
The extent of the recommended allocation to these favored investment categories is limited by the 
investor’s disclosed tolerance for risk. In general, higher returns are associated with higher risk. 

These broad investment categories are not specific securities, funds, or investment products and 
NaviPlan is not an offer or solicitation to purchase any securities or investment products. The assumed 
rates of return of these broad categories are based on the returns of indices. These indices do not 
include fees or operating expenses and are not available for investment. These indices are unmanaged 
and the returns are shown for illustrative purposes only. 

It is important to note that the broad categories that are used are not comprehensive and other 
investments that are not considered may have characteristics that are similar or superior to the 
categories that are used in NaviPlan. 
 

 

NaviPlan Calculates Investment Returns Far Into the Future Using Ibbotson Data 

For all asset class forecasts, Ibbotson uses the building block approach to generate expected return 
estimates. The building block approach uses current market statistics as its foundation and adds 
historical performance relationships to build expected return forecasts. This approach separates the 
expected return of each asset class into three components: the real risk-free rate, expected inflation, 
and risk premia. The real risk-free rate is the return that can be earned without incurring any default or 
inflation risk. Expected inflation is the additional reward demanded to compensate investors for future 
price increases, and risk premia measures the additional reward demanded for accepting uncertainty 
associated with investing in a given asset class. Any calculation of future returns of any asset category, 
including any calculation using historical returns as a guide, has severe limitations. Changes in market 
conditions or economic conditions can cause investment returns in the future to be very different from 
returns in the past. Returns realized in the future can, in fact, be much lower, or even negative, for all 
or some of these asset categories and, if so, the calculations in NaviPlan will be less useful. 
 

 

Any assets, including the broad asset categories considered in NaviPlan, that offer potential profits also 
entail the possibility of losses. 

Furthermore, it is significant that the historical data for these investment categories does not reflect 
investment fees or expenses that an investor would pay when investing in securities or investment 
products. The fees and expenses would significantly reduce net investment returns and a calculation 
taking account of fees and expenses would result in lower expected asset values in the future. 
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NaviPlan Calculations Include Limited Accounting for Taxes 

The federal and state income tax laws are extremely complex and subject to continuous change. 
NaviPlan has limited capability to model any individual’s tax liability, and future tax laws may be 
significantly different from current tax laws. Any changes in tax law may affect returns for any given 
investment and make the calculations produced by NaviPlan less useful. The calculations contain 
limited support for the tax impact on transfers of money or redemptions of funds. 

NaviPlan Calculations Do Not Include Fees and Expenses 

The calculations utilize return data that do not include fees or operating expenses. If included, fees and 
other operating expenses would materially reduce these calculations. Recommendations included in the 
calculations to redeem funds from certain investments or transfer money to others do not account for 
fees and charges that may be incurred.  

NaviPlan Calculations May Include Variable Products 

Variable life insurance policies or deferred variable annuities are inherently risky and may be included 
in the calculations. The return rate assumptions used throughout this analysis do not relate to the 
underlying product illustrated. These returns should not be used as a proxy for actual performance as 
they may exaggerate the performance potential of the underlying investment accounts (subaccounts). 
Any calculations incorporating variable products are hypothetical and intended to show how the 
performance of the underlying subaccounts could affect the value and death benefit of the variable 
products; these calculations are not intended to predict or project investment results.  

The rates of return have not been adjusted to include mortality and expense fees attributable to 
variable annuities. These fees, and their effects on asset growth, are accounted for as a monthly 
expense of the annuity contract and can be observed in applicable net worth reports. 
 

 

 

 

If a variable annuity included in this analysis contains a guaranteed minimum withdrawal rider, it is 
important to understand that if the contract value is greater than the guaranteed minimum withdrawal 
benefit once withdrawals begin, as an investor you will have paid for the rider and not actually used it.  

Income taxes during the annuitization phase are accounted for in the calculations. See the section 
titled NaviPlan Calculations Include Limited Accounting for Taxes in this Disclaimer for further 
information on the tax methodology used. 
 




