Targeted deficit coverage vs. full deficit coverage

By default, NaviPlan will not redeem assets to fund all pre-retirement deficits. NaviPlan
has this default because if assets were redeemed automatically, it would be more
difficult to identify potential pre-retirement cash flow problems.
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The client runs a pre-retirement deficit with targeted deficit coverage in effect. The deficit
accumulates until the plan enters the retirement period.

If you want to model a scenario where the clients sell liquid assets to cover all pre-
retirement expenses, you can change the deficit coverage settings.
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Go to the Data menu, and then select Strategies — Redemptions. Go to the Deficit
Coverage subtab, and then click Other Options. The Deficit Coverage Options dialog

box opens.
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2} Define the period when the deficit coverage is applicable.

1} Ingert a =ell record to redeem units of an agset to cover any annual deficitz that may cccur.

Asset Name

Applicable

Cash Account (Joint)

Jan 12005 to Dec 31 2033

ABC Mutual Fund (William)

Jan 12005 to Dec 31 2033

Stock (Willam}

Jan 12005 to Dec 31 2033

Stock Portfolio (Mary)

Jan 12005 to Dec 31 2033

Stock Portfolio (Joint)

Jan 1 2005 to Dec 31 2033

Inwestment Portfolio (Joint)

Jan 12005 to Dec 31 2033
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NOTE: Some asset types, such
as real-estate assels, are
never inzserted automaticall

Move Up | Move Quwnl

DCmtrdmeorderﬂmtaSsetsnreusedl

Pre=zs F1 for an explanation of the default order in
Delete 4 which deficit coverage redemptions are applied.

<< Back | Hext == Cancel | OK |

To turn off targeted deficit coverage, clear the When both clients are alive check box,

and then click OK. (If your plan has a single (unmarried) client, you would select Inactive
and then click OK.)
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Targeted Deficit Coverage (Pre-Retirement Only)
[X] When William is the survivor
[[] When Mary is the survivor
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[J:When both clients are alive:
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from non-qualified deficit coverage assets first
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Full deficit coverage is then implemented throughout the plan.
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The Plan Analysis graph in the Plan Analysis Window with targeted deficit coverage
inactive. The pre-retirement deficits are covered by the automatic redemption of liquid

assets.
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