Core Cash Account Basics

This training supplement will explain the function of the Core Cash account. Think of the Core Cash account
as a “reserve” account, where the client’s inflows and outflows which have been entered into their Facts are
reflected. Each client added into the system will have their own Core Cash Account.

Note:

In the client’s Advanced Facts, under Miscellaneous
Assumptions/Simulation tab, there is a setting to allow for a
growth rate on the Core Cash Account. The best practice
recommendation is to leave his setting at the “No Growth”
default.

Think of the Core Cash account as a bucket, with inflows and outflows.

For illustrative purposes, we have entered a $100,000 non-taxable income stream into the client’s Facts.
We have made the destination of the income to be the Core Cash Account, which is the system default.

Income Source > Other Income 1

Basic Timing Notes
Mame: | Jim's Mon-Taxable Income
Type: | Other ﬂ
Tax Treatment: | MNon-Taxable ﬂ
Annual Amount: 50

Indexed At:| Mo Growth [U.DD%}ﬂ

Start Indexing: | Immediately [v]

=T Core Cash Account

Guaranteed? | Mo ﬂ

Subject to Uneamed Income Medicare Tax? h‘cﬂ

Starts: | Calendar Year ﬂ 2015

[v]

Endg: | Jim's Retirement (2ge 65 in 2020) ﬂ
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We have also entered $80,000 for Living Expenses in the client’s Facts:

Advanced Facts

_ Living Expenses
Owverview
#-= Family Information
- Entities . )
B Worksheet Mote

H-o- Assumptions = SEE =
H-" Property
B-2- Investments

o Business Interests Living expenses SHOULD NOT include mortgage, loan or other
B Insurance here to review EXISTING liability payments.

= MNotes Recelvable
- Lisbilities
EH-o Income Living Expenzes

-
"Em corere | (G |

~ Liquidation Sirateqgy
 Education

Retirement:

In this simple illustration, the inflow is $100,000 and the expense is $80,000 so there is an excess of $20,000.

Core Cash Account
“Bucket” Liabilities
Mortgage
CreditCards
Student Loan
Living Expenses. ..

?

How do you show excess
cash flow?
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To see the Core Cash account in a report, go to Reports/All Reports and click on Ledger. Here, we will see
this excess $20,000:

OVERVIEW  FACTS  PLANS VALLT & @

Reports

Favorite Reports
Human Life Value 7

ncome Tax Momingstar Reporis

Insurance vs. Investing Comparison
All Reports
Investments

Ledger
Report  Ledger First Year Mext =
show:  Base Facts[+| [%] | v [Mone] Update

Assets | Flows | Tax Evenis | Gift Tax Events

Web Print
Asset Ledger
Base Facts in First Year (2015)
Prepared for Jim and Rebecca Whitfe

The Asset Ledger report shows the pmjeity(wsac:ions and changes in velus that are used to calculate the future value of your sssets.

Jim AND REBECCA WHITE - CORE CASH ACCOUNT

Description Type Transaction g::::urﬂ Amount Basis
o

Beginning of Year 0

Jim's Mon-Taxsble Income Debit Jim's Non-Taxable Income 100,000 100,000

Living Expenses Credit Living Expenses {£0.000) (20,000)

End of Year 000 20,000

If this $20,000 is left in the Core Cash account this year, the Beginning of Year amount in the following year
will be $20,000.

Asset Ledger
Base Facts in 2016
Prepared for Jim and Rebecca White

The Asset Ledger report shows the projected transactions and changes in value that are used to calculate the future value of your assets.

JIM AND REBECCA WHITE - CORE CASH ACCOUNT

Description Type Transaction Other

Account /'ANDHK Basis
Beginning of Year 520,000 520,000
Jim's axable Income Debit Jim's MNon-Taxable Income 100,000 100,000
Living Expenses Credit Living Expenzes (£0.000) (80,000}
End of Year 40,000 40,000
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To clear the Core Cash account so the Beginning of Year balance starts at $0, go to the Facts/Advanced
menu. From here, click on Savings and Transfers and then Year-End Saving.

Jim and Rebecca White ~ DVERVIEW PLANS REPORTS VAULT & @

Facts Go to Presentation

Advanced Facts

Year-End Savings

Overview
- Family Information
- Entities
H
F)
H

. y Basic
Assumptions
Property
Investments Help
Business Interests .
& Insurance Savings Schedule
Motes Receivable How should year-end savings be handled for all years? Year-End Savings consists

- Lighilities Save 100% of excess cash flow

E- Incoms @®Leave in the Core Cash Account or direct to accounts specified in Savings Allocation, below. accumulated in the Core

- Expenses Spend 100% Cash Account for any

H ) pen A )

H- Savings & Transfers ‘_ N R given year. This page
Transfers (O5avings will be cleared from the Core Cash Account at the end of each year. sllows you to schedule
*_ . and allocate your client's

Buy/Sell Transactions Customize Savings Schedule ‘ear-End Savings.

- Trusts and Partnerships

o Wills & Gifting Savings Allocation

Objectives
All zavings will remain in the Core Cash Account.

Choose Another Account

Save 100% (the default value) saves all of the year end savings to core cash for all years unless directed to other
accounts, as specified via the Savings Allocation.

Spend 100% spends all of the year end savings at the end of each year for all years.

The ability exists to Customize Savings Schedule such as shown below:

Savings Schedule

How should year-end savings be handled for all years?
Save 100%
ClLeave in the Core Cash Account or direct to accounts specified in Savings Allocation, below.

Spend 100%
®Savings will be cleared from the Core Cash Account at the end of each year.

In addition, use this custom savings schedule:

Start Year End Year Sawe Spend

mdar Year 2015 Client's Retirement (2ge 65 in 20207 100%

ment (age &5 in 2020) Af Second Death (2047) 0%
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If the Expenses are greater than the Inflows, there will be a deficit in the Core Cash Account. At the end of
the year, if your Core Cash Account has a negative balance, funds are drawn from any available liquid asset
to cover the shortfall.

groerstanding Core Cash

Flow: Example- Your client earns $100,000 with
s of $120,000. So there is a $20,000 deficit.

Core Cash Account
“Bucket”
There is $20,000 deficit-
“a hole in the bucket”...

$120,000 outflow
(Expenses, Mortgages,
Loans, College,
Wedding, etc)

?

. Howdoyoushowa

shortfall?

Note:

Unless otherwise specified, funds are generally withdrawn in the following order: Cash,
Taxable, Tax-Deferred Assets, Qualified Annuities, Roth Accounts (including
Annuities, IRAs, and Roth 401(k)s), Qualified Assets where penalty tax applies, and
Non-Qualified Deferred Compensation (during retirement only). Each asset will be fully
liquidated before moving on to the next asset type. However, if an asset stores funds across
different asset types, it may not be liquidated all at once. For example, a Roth 401 (k) might
have money under both Tax-Deferred and Roth Account asset types. In this case, the Tax-
Deferred funds would be withdrawn first, while the Roth funds would be saved for later
liquidation (after any Qualified Annuities have been liquidated). Note that
loans/withdrawals from the cash values of a life insurance policy should be performed
within the Life Insurance node.
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The Fact Finder allows you to prioritize the order of asset liquidation for a particular expense by using
Liquidation Strategy under Expenses.

Go to Facts/Advanced/Expenses/Liquidation Strategy:

OVERVIEW F'LANS REPORTS VvaLT & @

Go to Presentation

Go back fo Facts

Advanced Facts

Liquidation Strategy

Owenview

- Family Information

EH-> Entities )

H . Sirat Exclusion
H-- Assumptions =

H- Property

-2 Investments

- Business Interests Liquidation hMoede: IEIETS

-~ Motes Receivable Current TR
- Liabilities
H-o Income Refirement Strategy-| By Type
= D

CQuialified Spending Ratio:

- Educabion
» Other Expenses
- Savings & Transfers
- Buy/Sell Transactions
- Trusts and Partnerships
-~ Wills & Gifting
~ Objectives

The option exists to use one of the Strategies listed:

Liquidation Strategy
Strategy Exclusion

Liquidation Mods: | Strategy

Current Strategy:

Retirement Strateg
Qualified Spending Ratiy

| ~Czlified / Non-Clualified Ratio
By Liquidity, then Lowest Performance, Highest Rt
By Liquidity, then Highest Risk, Highest Performancd
By Liquidity, then Lowest Tax Impact
By Lowest Performance, then Highest Risk
By Highest Risk, then Lowest Perfformance
Byl owest Tax Impact, then Lowest Performa
= = W=

6 | Core Cash Basics

These training materials are intended solely for subscribers licensed with eMoney Advisor and are not to be used with clients or other members of the general public.



Core Cash Account Basics

OR

Choose User-Defined Schedule, which will give the ability to choose exactly which assets to liquidate to
cover the shortfall for the specific time periods available.

Liquidation Strategy

Strategy Exclusion

Strategy
WL Gl a5 |ser-defined Schedule

From the dropdown under Asset Name, choose which assets to liquidate:

Liquidation Strategy
Strategy Exclusion

Liquidation Mode: | User-defined Schedule

Current Semi- Retirement Advanced
Azzet Name Value Priurit:.rﬁ Retirement Prioeily Years
Priority Priority

Add Asset

Jim's 401K (3300,000)
Jim's Brokerage account at Wanguard (3500, 000)
I oint account at SEI (5199,000)

Once the assets have been chosen, assign them a priority for each time period:

Semi- . Advanced NOte:
Current ) Retirement
Aszszet Mame Value Pn'orityn Retirement Priority Years
Priority Priority By place an X in the box, this is
Jim's 401K $300,000 x 1 1| & excluding the asset from liquidation for
Jim's Brokerage account at Vanguard — $500.000 i 2 2 W that time perlod.
Joint ectount ot SE| 126,000 e N & You can also specify liquidation for Real
| Estate and Personal Property, but note
Home ($450.000)[v] || Add Asset The priority assigned to that the asset is not sold and converted
the as=et during the . . . .
Current time period. Lower into a liquid asset. Instead, it works
prioris are lquidated similarly to a liquid asset in that the
before higher pricrities. .
value is reduced each year by the
amount required.
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Other Important Notes:

If qualified assets are liquidated before the age of 59.5, you are subject to a 10% penalty on the
withdrawal.

For non-qualified deferred compensation we are not supporting the penalties associated with the
violation of the normal non-statutory constructive receipt rules associated with IRC Ruling 409A. If a
client is in deficit spending during retirement and default spending logic kicks in, please note that we
will automatically liquidate deferred compensation in order to cover expenses as the final asset type.
Due to IRC Ruling 409A you may be penalized for early withdrawals from non-qualified deferred
compensation. To properly model the distributions please enter a transfer flow. If you do not want to
include the deferred compensation plan in the default spending logic during retirement you can
exclude it under Liquidation Strategy under Expenses.

Please note that contributions to the plan do not incur any tax until taken out of the plan. Only the
amount that is transferred/liquidated from the deferred compensation plan is subject to ordinary
income tax.

If an asset, such as an annuity, never to be used for liquidation purposes, go to the Exclusion tab.
From here, choose the Asset to Exclude from the dropdown and click Exclude.

Liquidation Strategy

Sirategy

Mo assets are excleded from awtomatic liquidation. You may exclude an asset from liquidation by selecting it

from the list and choosing Exclude.

Rt Sialinl=d  Annuity (3450,0000
Home (3450, 000)
Jim's 401K ($300,000)

Jim's Brokerage account at Vanguard (3500,000)
Joint account at SEI ($159,000)

The asset will be listed as being excluded from liquidation for all time periods.

Liquidation Strategy

Strategy Exclusion

The following aszets are excluded from any automatic liquidation, even if they are listed in the liguidation

[Eleon

Asset to Excluce: | Exwice
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