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Introduction

What is Financial Planning?

Financial planning can be a life-long process that assists you and your family in taking control of your
financial future. By setting financial goals, developing and implementing financial strategies, and
monitoring progress on a regular basis, the likelihood of achieving your results is greatly increased.

There are usually five steps in the preparation of a professional financial plan:

1. An Opening Interview to assess your current financial situation and to identify your priorities and
concerns.

2. Gathering information to develop a Profile of your current situation, including a review of your
financial information and relevant documents. We will analyze this data to be certain we
understand your unique situation and how to address it.

3. Presenting the planning analysis during a strategy session allowing you to understand where you
are in relation to where you want to be in the future.

4. Using the plan as a blueprint, develop an Implementation schedule and identify specific products
and services to help you reach your goals.

5. The last step in the process is the Periodic Review of your financial situation. At @ minimum, we
recommend you assess the need for any changes annually. Even the best financial plan must be
monitored on a regular basis to make sure you are continuing in the right direction.

Why develop a financial plan?

Most people find that managing their finances is a challenge. We face many opportunities, obstacles,
and hazards along the way. We struggle with anxiety relating to our personal financial circumstances.
Further, many families are too busy dealing with the challenges of day-to-day life to think about next
month; let alone retirement, which may be twenty years or more into the future.

By developing a financial plan, you and your family:

e Will have a better understanding of your current financial situation.

e Determine attainable retirement, education, insurance, and other financial goals.

e Review goals, funding strategies, and alternatives where goals have to be compromised.
e Have the necessary financial resources set aside to fund your goals as they occur.

e Reduce the effect of unexpected events, such as disability, premature death, etc.

Important: The calculations or other information generated by NaviPlan® version 12.0 regarding the likelihood of various Page 4 of 24
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include fees or operating expenses, and are not available for investment. If included, fees and other operating expenses

would materially reduce these calculations. See the Disclaimers section for more information.



Net Worth - Current

This net worth summary provides a snap shot showing a financial situation at a certain point in time. It
includes what you own (assets), what you owe to creditors (liabilities), and the net value or difference

between the two (net worth). In simple terms, the net worth statement shows how much money would
be left if everything you owned was converted into cash and used to pay off your debts (before taxes).

The following information is a description of items likely to appear in the report below. Your report may
contain some or all of the items listed:

e Lifestyle assets include your home, vacation homes and collectibles.

o Non-Qualified assets include stocks, bonds, mutual funds, investment real estate and annuities.

e Qualified assets include your retirement plans including IRAs and 401(k)s, and it may also contain
certain education assets such as 529 Plans.

o Liabilities include your mortgages, loans, personal lines of credits and credit cards.

e (Cash Flow Surplus is the amount of surplus funds from your cash flow statement. In other words,
income you did not spend which may be representative of your checking account, for instance.

Net Worth Summary

As of January 1, 2011
| Frank | Kathy | Joint [ Total |

Non-Qualified Assets
Investment Portfolios 15,000 145,000 160,000
Other 125,000 125,000

Non-Qualified Annuities

Qualified Assets

IRAs / Spousal IRAs 90,000 40,000 130,000
401(k) 200,000 200,000 400,000
Other Qualified 35,000 27,000 62,000

Qualified Annuities
Lifestyle Assets (residences, etc.) 500,000 500,000
Business Assets

Life Insurance Cash Value

Liabilities (315,000) (315,000)
Total Net Worth 450,000 282,000 330,000 1,062,000
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Life Insurance - Frank

A life insurance analysis should ensure that when a death occurs in your family, there is sufficient
income and capital to cover the cash flow needs for the surviving family members over the entire
planning period. When you are young, a major reason for survivorship planning is to provide financial
protection for your dependent family. Without the continued benefit of your income, your family may
not be able to afford ongoing expenses for housing, transportation, food, clothing, etc. There may also
be additional expenses for childcare. Post-secondary education and retirement needs will also continue
to exist.

When you are older, the major goal of survivorship planning may be to protect the value of your estate
from declining due to estate tax, income tax and other costs. This type of income replacement provides
cash flow to meet these needs, which would otherwise have to be covered by redeeming your existing
assets.

In the event of Frank's death, you want to ensure Kathy has enough income and capital to cover both
the family’s expenses and any investment plans needed to fund your goals.

Life Insurance Needs Vs. Abilities
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objectives | Current | __ Proposed

Retirement Age/Year for the Survivor
Survivor Life Expectancy
Total Rate of Return on Life Insurance Proceeds, Surpluses and Liquidations
Pre-Retirement
Retirement
Existing Life Insurance
Additional Life Insurance
Death Benefit
Premium
Additional Life Insurance Required

Note: Numbers in bold indicate a change from the Current Plan.

60
90

6.00%
6.00%
$225,000

$0
$0
$779,809

59
90

6.00%
6.00%
$759,006

$534,006
$200
$0

The following report provides an overview of your life insurance if Frank were to die at the end of this

year (2011).
Life Insurance Summary
AtDeath |  Current | Proposed |
Immediate Capital Needs
Lump Sum Needs 10,000 10,000
Probate, Admin and Estate Taxes 2,550 2,550
Liabilities 308,883 308,883
Other 1,482 0
Total Immediate Capital Needs 322,915 321,433
Available Resources for Immediate Capital Needs
Life Insurance Coverage Held 225,000 759,006
Lifestyle/Real Estate Assets Available 0 0
Non-Qualified Assets Available 167,416 190,918
Qualified Assets Available 0 0
Additional Assets Redeemed for Estate Settlement 21,848 0
Total Available Resources for Immediate Capital Needs 414,264 949,924
Available Resources Redeemed (Gross) 322,915 321,433
Available Resources Remaining 91,349 628,491
Additional Recommended Coverage for Immediate
Needs 0 0
SurvivorshipPeriod |  Current | Proposed |
Present Value of Future Outflows
Lifestyle and Medical Expenses 4,091,787 4,077,741
Taxes 861,972 1,356,026
Qualified Contributions 47,705 45,229
Non-Qualified Contributions and Reinvestments 67,441 795,508
Other Outflows 230,548 (23,009)
Total Future Outflows 5,299,454 6,251,495
Present Value of Future Inflows
Regular Income 1,203,333 1,108,333
Social Security 846,829 1,035,901
Pension 0 0
Qualified Proceeds 1,111,988 2,138,401
Non-Qualified Proceeds 815,972 2,123,988
Other Inflows 89,855 231,583
Total Future Inflows 4,067,978 6,638,205
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Survivorship Period ____ Current | __Proposed __|

Present Value of Future Deficits 1,507,508 8
Additional Recommended Coverage for Survivorship 779,809 0
Summary | Current | Proposed |
Life Insurance Coverage Required 1,004,809 759,006
Life Insurance Coverage Held 225,000 759,006
Additional Recommended Coverage 779,809 0

Consider the following:
e Frank, maintain your existing life insurance coverage and review your needs periodically.

Important: The calculations or other information generated by NaviPlan® version 12.0 regarding the likelihood of various Page 8 of 24
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Frank - Life Insurance - Current

*68% This scenario covers 68% of the desired Life Insurance goal objectives.

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

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

Retirement Age/Year for the Survivor 60 / 2024
Survivor Life Expectancy 90 / 2054
Total Rate of Return on Life Insurance Proceeds, Surpluses
and Liquidations
Pre-Retirement 6.00%
Retirement 6.00%
Existing Life Insurance $225,000
Additional Life Insurance
Death Benefit $0
Premium $0
Additional Life Insurance Required $779,809
Analysis
$1.GM3
$0.8M
$0.6M
$0.4M
$0.2M
$0.0M
‘. Life Insurance I Additional Life Insurance Recommended — Total Life Insurance Required

e Net Worth at Start of Survivorship: $1,350,978 e Year Capital Exhausted: Never
e Net Worth at End of Survivorship: $1,206,407

Important: The calculations or other information generated by NaviPlan® version 12.0 regarding the likelihood of various Page 9 of 24
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Frank - Life Insurance - Proposed

*100% This scenario covers 100% of the desired Life Insurance goal objectives.

*This value indicates the percentage of your total survivor needs that can be covered by your total survivor resources during your survivor

time period.

Assumptions

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

Retirement Age/Year for the Survivor 59 / 2023
Survivor Life Expectancy 90 / 2054
Total Rate of Return on Life Insurance Proceeds, Surpluses
and Liquidations
Pre-Retirement 6.00%
Retirement 6.00%
Existing Life Insurance $759,006
Additional Life Insurance
Death Benefit $534,006
Premium $200
Additional Life Insurance Required $0
Analysis
$800K -
$600K 1
$400K
$200K1
$0K-
‘. Life Insurance . Additional Life Insurance Recommended - Total Life Insurance Required

e Net Worth at Start of Survivorship: $1,920,406 e
e Net Worth at End of Survivorship: $1,477,875

Year Capital Exhausted: Never

Important: The calculations or other information generated by NaviPlan® version 12.0 regarding the likelihood of various Page 10 of 24
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Life Insurance - Kathy

A life insurance analysis should ensure that when a death occurs in your family, there is sufficient
income and capital to cover the cash flow needs for the surviving family members over the entire
planning period. When you are young, a major reason for survivorship planning is to provide financial
protection for your dependent family. Without the continued benefit of your income, your family may
not be able to afford ongoing expenses for housing, transportation, food, clothing, etc. There may also
be additional expenses for childcare. Post-secondary education and retirement needs will also continue
to exist.

When you are older, the major goal of survivorship planning may be to protect the value of your estate
from declining due to estate tax, income tax and other costs. This type of income replacement provides
cash flow to meet these needs, which would otherwise have to be covered by redeeming your existing
assets.

In the event of Kathy's death, you want to ensure Frank has enough income and capital to cover both
the family’s expenses and any investment plans needed to fund your goals.

Life Insurance Needs Vs. Abilities

Current
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Objectives ____ _ _ __ ________________________________ Curent _ | __Proposed _

Retirement Age/Year for the Survivor
Survivor Life Expectancy
Total Rate of Return on Life Insurance Proceeds, Surpluses and Liquidations
Pre-Retirement
Retirement
Existing Life Insurance
Additional Life Insurance
Death Benefit
Premium
Additional Life Insurance Required

Note: Numbers in bold indicate a change from the Current Plan.

62
90

6.00%
6.00%
$95,000

$0
$0
$644,307

61
90

6.00%
6.00%
$547,327

$452,327
$200
$0

The following report provides an overview of your life insurance if Kathy were to die at the end of this

year (2011).

Life Insurance Summary

At Death __Current | ___Proposed

Immediate Capital Needs

Lump Sum Needs 10,000 10,000
Probate, Admin and Estate Taxes 306 313
Liabilities 308,883 308,883
Other 43,888 0
Total Immediate Capital Needs 363,077 319,196
Available Resources for Immediate Capital Needs
Life Insurance Coverage Held 95,000 547,327
Lifestyle/Real Estate Assets Available 0 0
Non-Qualified Assets Available 167,416 190,918
Qualified Assets Available 0 0
Additional Assets Redeemed for Estate Settlement 176,727 0
Total Available Resources for Immediate Capital Needs 439,143 738,245
Available Resources Redeemed (Gross) 363,077 319,196
Available Resources Remaining 76,067 419,049
Additional Recommended Coverage for Immediate
Needs 0 0
SurvivorshipPeriod |  Current | Proposed |
Present Value of Future Outflows
Lifestyle and Medical Expenses 3,889,706 3,889,706
Taxes 881,762 1,308,778
Qualified Contributions 45,149 42,680
Non-Qualified Contributions and Reinvestments 43,433 484,741
Other Outflows 230,138 120,575
Total Future Outflows 5,090,189 5,846,480
Present Value of Future Inflows
Regular Income 956,250 881,250
Social Security 917,395 1,003,573
Pension 649,750 672,750
Qualified Proceeds 819,944 1,887,840
Non-Qualified Proceeds 771,913 1,565,380
Other Inflows 86,389 259,667
Total Future Inflows 4,201,640 6,270,461
Important: The calculations or other information generated by NaviPlan® version 12.0 regarding the likelihood of various Page 12 of 24
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Survivorship Period ____ Current | Proposed |
Present Value of Future Deficits 1,195,476 5
Additional Recommended Coverage for Survivorship 644,307 0

summary _________ | _ Current | __ Proposed

Life Insurance Coverage Required 739,307 547,327
Life Insurance Coverage Held 95,000 547,327
Additional Recommended Coverage 644,307 0

Consider the following:
e Kathy, maintain your existing life insurance coverage and review your needs periodically.

Important: The calculations or other information generated by NaviPlan® version 12.0 regarding the likelihood of various Page 13 of 24
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Kathy - Life Insurance - Current

*73% This scenario covers 73% of the desired Life Insurance goal objectives.

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

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

Retirement Age/Year for the Survivor 62/ 2024
Survivor Life Expectancy 90 / 2052
Total Rate of Return on Life Insurance Proceeds, Surpluses
and Liquidations
Pre-Retirement 6.00%
Retirement 6.00%
Existing Life Insurance $95,000
Additional Life Insurance
Death Benefit $0
Premium $0
Additional Life Insurance Required $644,307
Analysis
$800K -
$600K 1
$400K
$200K 1
$0K-
‘. Life Insurance I Additional Life Insurance Recommended — Total Life Insurance Required

e Net Worth at Start of Survivorship: $1,180,817  Year Capital Exhausted: Never
e Net Worth at End of Survivorship: $1,226,449

Important: The calculations or other information generated by NaviPlan® version 12.0 regarding the likelihood of various Page 14 of 24
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Kathy - Life Insurance - Proposed

*100% This scenario covers 100% of the desired Life Insurance goal objectives.

*This value indicates the percentage of your total survivor needs that can be covered by your total survivor resources during your survivor

time period.

Assumptions

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

Retirement Age/Year for the Survivor 61 /2023
Survivor Life Expectancy 90 / 2052
Total Rate of Return on Life Insurance Proceeds, Surpluses
and Liquidations
Pre-Retirement 6.00%
Retirement 6.00%
Existing Life Insurance $547,327
Additional Life Insurance
Death Benefit $452,327
Premium $200
Additional Life Insurance Required $0
Analysis
$500K 3
$400K
$300K 1
$200K
$100K+
$0K-
‘. Life Insurance . Additional Life Insurance Recommended - Total Life Insurance Required

e Net Worth at Start of Survivorship: $1,710,965 e
e Net Worth at End of Survivorship: $1,417,083

Year Capital Exhausted: Never

Important: The calculations or other information generated by NaviPlan® version 12.0 regarding the likelihood of various Page 15 of 24
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Life Insurance - Frank and Kathy

A life insurance analysis should ensure that when a death occurs in your family, there is sufficient
income and capital to cover the cash flow needs for the surviving family members over the entire
planning period. When you are young, a major reason for survivorship planning is to provide financial
protection for your dependent family. Without the continued benefit of your income, your family may
not be able to afford ongoing expenses for housing, transportation, food, clothing, etc. There may also
be additional expenses for childcare. Post-secondary education and retirement needs will also continue
to exist.

When you are older, the major goal of survivorship planning may be to protect the value of your estate
from declining due to estate tax, income tax and other costs. This type of income replacement provides
cash flow to meet these needs, which would otherwise have to be covered by redeeming your existing
assets.

In the event of both Frank and Kathy's deaths, you want to ensure there is enough capital to cover
estate expenses and taxes, as well as any future child care expenses and education goals.

Life Insurance Needs Vs. Abilities

Current
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objectives | Current | __ Proposed

Total Rate of Return on Life Insurance Proceeds, Surpluses and Liquidations
Pre-Retirement
Retirement
Existing Life Insurance
Additional Life Insurance
Death Benefit
Premium
Additional Life Insurance Required

Note: Numbers in bold indicate a change from the Current Plan.

6.00%
6.00%
$320,000

$0
$0
$0

6.00%
6.00%
$1,306,333

$986,333
$400

$0

The following report provides an overview of your life insurance if Frank and Kathy were to die at the
end of this year (2011). These calculations assume that Frank and Kathy's assets pass directly to the

heirs.
Life Insurance Summary

AtDeath . .|  Current | Proposed |
Immediate Capital Needs
Lump Sum Needs 200,000 200,000
Probate, Admin and Estate Taxes 16,765 99,638
Liabilities 308,883 308,883
Other 136,425 136,425
Total Immediate Capital Needs 662,073 744,946
Available Resources for Immediate Capital Needs
Life Insurance Coverage Held 320,000 1,306,333
Lifestyle/Real Estate Assets Available 637,500 637,500
Non-Qualified Assets Available 294,916 318,418
Qualified Assets Available 575,819 584,816
Additional Assets Redeemed for Estate Settlement 0 0
Total Available Resources for Immediate Capital Needs 1,828,235 2,847,067
Available Resources Redeemed (Gross) 662,073 744,946
Available Resources Remaining 1,166,162 2,102,121
Additional Recommended Coverage for Imnmediate
Needs 0 0
SurvivorshipPeriod |  Current | Proposed |
Present Value of Future Outflows
Lifestyle and Medical Expenses 0 0
Taxes 18,719 18,656
Qualified Contributions 0 0
Non-Qualified Contributions and Reinvestments 0 0
Other Outflows 680,049 680,049
Total Future Outflows 698,767 698,705
Present Value of Future Inflows
Regular Income 0 0
Social Security 250,206 250,206
Pension 0 0
Qualified Proceeds 0 0
Non-Qualified Proceeds 0 0
Other Inflows 454,540 454,477
Total Future Inflows 704,745 704,683
Present Value of Future Deficits 0 0
Additional Recommended Coverage for Survivorship 0 (1]

Important: The calculations or other information generated by NaviPlan® version 12.0 regarding the likelihood of various Page 17 of 24
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Summary .|  Current | Proposed |
Life Insurance Coverage Required

320,000 1,306,333
Life Insurance Coverage Held 320,000 1,306,333
Additional Recommended Coverage 0 0

Consider the following:

e Frank and Kathy, maintain your existing life insurance coverage and review your needs periodically

for the both to die analysis.

Important: The calculations or other information generated by NaviPlan® version 12.0 regarding the likelihood of various
investment outcomes are hypothetical in nature, do not reflect actual investment results, and are not guarantees of
future results. These calculations are shown for illustrative purposes only because they utilize return data that may not
include fees or operating expenses, and are not available for investment. If included, fees and other operating expenses
would materially reduce these calculations. See the Disclaimers section for more information.
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Frank and Kathy - Life Insurance - Current

*100%

This scenario covers 100% of the desired Life Insurance goal objectives.

*This value indicates the percentage of your total survivor needs that can be covered by your total survivor resources during your survivor

time period.

Assumptions

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

Total Rate of Return on Life Insurance Proceeds, Surpluses
and Liquidations
Pre-Retirement
Retirement
Existing Life Insurance
Additional Life Insurance
Death Benefit
Premium
Additional Life Insurance Required

Analysis

$350K
$300K ]
$250K ]
$200K ]
$150K]
$100K]
$50K]

$0K

6.00%
6.00%
$320,000

$0
$0
$0

‘. Life Insurance

.Additional Life Insurance Recommended - Total Life Insurance Required

e Current Net Estate: $1,062,000
e Required Net Estate: $320,000

Important: The calculations or other information generated by NaviPlan® version 12.0 regarding the likelihood of various

e Year Capital Exhausted: Never
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Frank and Kathy - Life Insurance - Proposed

*100% This scenario covers 100% of the desired Life Insurance goal objectives.

*This value indicates the percentage of your total survivor needs that can be covered by your total survivor resources during your survivor

time period.

Assumptions

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

Total Rate of Return on Life Insurance Proceeds, Surpluses
and Liquidations

Pre-Retirement 6.00%
Retirement 6.00%
Existing Life Insurance $1,306,333
Additional Life Insurance
Death Benefit $986,333
Premium $400
Additional Life Insurance Required $0
Analysis
$1.4M-
$1.2M]
$1.0M]
$0.8M1
$0.6M1
$0.4M
$0.2M1
$0.0M-

|. Life Insurance . Additional Life Insurance Recommended - Total Life Insurance Required

e Current Net Estate: $1,062,000 e Year Capital Exhausted: Never
e Required Net Estate: $1,306,333

Important: The calculations or other information generated by NaviPlan® version 12.0 regarding the likelihood of various Page 20 of 24
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Conclusion

Now that you have reviewed the Financial Needs Summary report for both your current and proposed
analyses, where do you go from here? Our recommendations are as follows:

1. Review this document — Ensure you understand the information contained in the report. Be sure
to ask questions on areas that need clarification.

2. Implement the Plan — We will discuss a schedule to implement the action plan items we have
agreed on. We need to establish a reliable follow-up method for strategies that start at a future
date. Make sure it is clear who is responsible for implementing the task. Which items are you
responsible for initiating? Which actions are the responsibilities of your other professional advisors:
attorney, accountant, etc.? A checklist for these tasks is useful.

3. Review your plan — Review it on a regular basis, generally once a year. In addition, review it
whenever a major change occurs in your family, such as changes in employment, birth of a child,
new income or expenses, etc. You may need to adjust your plan in light of any new circumstances.

A final thought!

Remember to maintain a long-term focus with your plan. Do not expect to anticipate every curve in the
road, but be prepared to adjust your plan when necessary. Your analysis is not a single event but a
journey that may cover ten, twenty and thirty years or longer.
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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 proposed 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.
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