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Super CE Program

> Classroom Course

A Managing Retirement Income
o Presentation Only

> Correspondence/Seftudy Course:
GUIDE T0

A Gullc_le To Retirement Planning Strategies (2(Euremii ahvip
Edition) (2018 Editon)
o State Insurance CE credit (varies with state)
A Test 50 questions
A Passing grade 70% and higher

A Open Book
o  Approved for CE credit for CFP and CIMA/CPWA

A 50 question exam =¢&edits
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CE Packet

> StudentinformationForm £3)

In order to receive CE credit you must fill out COMPLETELY and LEGIBLY.

A Sign and date '
> PowerPoinPresentation ————
A State Monitor Form (if -

Please list the state in which you have your resident Insurance License and your resident License Number: You

. )
MUST provide resident State & resident Insurance License number to receive credit for this course.
- Resident License State: Resident License #:
A nswersnee enci L —

- Professional Designation Information
This course may be approved for advanced professional designation continuing education credits. Please check the coresponding
boxes for any additional designation certificates you need. For CFP® and IMCA® certificants, you must provide your

A C | a S S EV al u ati O n F O rm certification number for credit or you will be required to self-report.

O CFP, 0 IMCA/CIMA O IMCA/CPWA

00 IMCA/CIMC

0 CPE 0 CRPS 0 CRPC ocw 0 CHFC

> Certificates of Completion | o s

Course Date:

Course L

If your Resident License is from: AR or KY you MUST see the instructor and sign the State Specific Sign In/Sign Out
sheet to receive credit.

Tam providing ng 3 data that might 1do y purpose of issuing my
behalf by the offering company or to s administrator.

By sigaing this form, 1 receipt of all materisls prior to 9 9

Please sign your name: Date:
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Before We Begil neé

> All electronic devices must be turned
off and put away.

> Remove any reading materials ott
thanmaterials applicable to this
class.

> Questions???
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—______————
CLASSROOM COURSE

Managing Retirement Income

Instructor:

John Andrews

800-345-:5669 www.brokered.net
customerservice@brokered.net
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> QOverview of Retirement Planning

> Developing a Retirement Income Plan
> Risks in Retirement Income Planning
> Role of Annuities in Retirement

> Planning for Health Care and LTC Costs
In Retirement
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Overview of Retirement Planning

> |s a processof designing and following a strategy that will
provide lifelong income for the retiree.
A An exercise in balancing assets and cash flow over the retirement
period (3040 years).

> #1 Financial Concern:
A A firm majority of Americans (59%), are worried about not having
enough money for retirement.?

> iéonly 16 percent have a f

Source:GallupSurvey, April 2014 http://www.gallup.com/poll/168626/retiremenémainsamericangop-financiat
worry.aspx The Benefits of Retirement Planning, LIMRA Secure Retirement Institute, 2016.
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Planning for Retirement

Formal written retirement plans have a substantial
impact on retirement planning behavior

m Retirees and pre-retirees with a formal written retirement plan
= Retirees and pre-retirees with NO formal written retirement plan

80% 789%,

50%
O,
ST 38%
17%
Feel very prepared for Have estimated how many Have a specific plan for
retirement” yvears their assets will last generating income from
savings

*Results based on piretirees onlySource The Benefits of Retirement Planning, LIMRA Secure Retirement Institute,
2016.
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The Five Step Retirement Plan Proces

> The Discovery Process: Define goals
and objectives (client centered/listen)

> Gather Data (establish a detailed
budget) and Develop a Retirement
Income Plan

> Analyze the Data and Set the Strategy
> |Implement the Plan
> Monitor and Updating the Plan

NThe first step I n designing
retirement plan that I




Assessing Income Needs

> ThreeMethodsused:

AThe Income ReplacemeRatio (IRR)
Method,

AThe Actual (Adjusting) Expense
Method; and

A Age-Banding Method
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The Income Replacement Ratio Methc

> The | RR method uses
after retirement divided by his or her gross
Income before retirement.

A The average American needs between 75% and
85% of their praetirement income, based on
assumptions that spending declines in retirement.?

| > Itis important to remember that the

replacement ratios are based on what
faverag® peopl e are exp
retirement to maintain their prretirement
standard of living (lifestyle).

> The appeal of this a

Source: T Aon Consultingds and Ge or:wwa.aol.dom/abeut 2 0 0 8
aon/intellectuakapital/attachments/humanapitatconsulting/RRStudy070308. pdf T 1
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Actual Expense Method

> Theiact ual e X pieuses ® estimeate Afac O
retirement income needs in current dollars and it may be a
more precise income planning method used to determine a
retirement income need.

> Define lifestyle:

A NEssemxpanmuwstha¢e/ needso) vs. AD
ExXpenses (Awant so)
> Design your <c¢clientos nNnessen

stream of income like Social Security, pensions or purchasing
annuitieg or TIPS to the extent necessary, while

Adi scretionaryo expenses ar
Investments (e.qg., a diversified portfolio) where spending can
be adjusted in light of the ongoing returns.

¢ Guarantees are backed by the financial strength and claims paying abilities of the issuing company K
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Monthly Expense Budget Worksheet

Write estimated retirement expenses in the appropriate

columnd either essential or discretionary Essential Discretionary

Housin Mortgage/Rent/Condo Fees $ $
Property Taxes $ $
Homeownersdé I nsurance $ $
Household Maintenance $ $
Food At home (groceries, etc.) $ $
Dining out $ $
Transportation Vehicle Purchases or Lease Payments $ $
Auto Insurance & Taxes $ $
Fuel & Maintenance $ $
Public Transportation $ $
Health Care & Insurance Health Insurance $ $
Copays & Medical Services (those not covered by insurance) $ $
Medicare/Medigap Premiums & Expenses $ $
Drugs & Medical Supplies $ $
Dental, Hearing & Vision $ $
Life Insurance $ $
Long term Care Insurance $ $
Disability Insurance $ $
Personal Care Clothing $ $
Products & Services (haircuts, dry cleaning, etc.) $ $
Other Gifts/Charitable Contributions $ $
Entertainment/Recreation $ $
Travel/Hobbies $ $
Education $ $
Family care (parents, children, grandchildren) $ $
Income Taxes $ $
Other $ $
Subtotal $ $
Total Essential &
Discretionary Monthly $ $
Expenses
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Age-Banding Method

> The AgeBanding method The Prosperous Retiremertt
divides retirement income needs Py py- py-
Into three time segmens 6574 75-84 85+
A 657 74 Go-go Slow-go No-go
i 757 84 yearsg years years
A 85+

> By age 85, real spending on basic
expenses has fallen to about

50.4% of its preretirement levEl.

Sourcegd SomnathBasu, Professor of Finance at California Lutheran University, 2005, Financial
Counseling and PlanninggeBanding: A Model for Planning Retirement Negdslichael Stein,
AThe Prosperous Retirement: Guide to the
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Survey of Retirement Spending*

Average Annual Expenditures for Different Age Group s, 2015

Expenses 55-64 65-74 75+
Housing $18,188 $16,465 314,253
Transportation $10,024 $8,028 $5,228
Food $6,992 $6,214 $4,561
Health care $5,112 $5,715 Cs5.814 D
Apparel and services $1,596 $1,331 $698
Entertainment $3,323 $3,005 $1,728
Pensions and Social Security $7,181 $3,289 $1,182
Other? $6,365 $5,430 $4,659
Total Annual Expenditures @58@ $49,477 @381@

Source: *U.S. Bureau of Labor Statistics, Consumer Expenditure SRO&; released August 2016\\Vade Pfau, How Much Can
| Spend In Retirement? Pagel33; Includash contributions, alcohol, tobacco, personal care products and services, reading,
education, life and personal insurance, and miscellaneous exp&useau of Labor Statistics, U.S. Department of Labbe
Economics DailyConsumer spending by age grou@i5on the Interneat:
www.bls.gov/opub/btn/volumé/spendingpatternsof-olderamericans.htm

FOR BROKER DEALER USE ONLY. NOT TO BE USED WITH THE PUBLIC. 15 BROKER EDUCATIONAL SALES & TRAINING INC. © 2018


http://www.bls.gov/opub/btn/volume-5/spending-patterns-of-older-americans.htm

Sources of Retirement Income

> Aggregate of income for the aged population (65+) comes largely from
four Sources:

Shares of Aggregate Income, by Source, 2014

Asset
Income

97%

Other(include/

public assistance,
4.0%

Pension520.9%/

Earnings, 32.29

Social Security
33.2%

Source: SSA, Income of the Aged, 2014, April 2016
https//www.ssa.gov/policy/docs/chartbooks/income _aged/2014/iac14.pdf
Note: Totals do not necessary equal the sum of the rounded components
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Social Security

>  While the majority of retirees (90%) report that Social Security provides a
source of i1 ncome for their and th
source of income.?

> How do benefits compare to earnirggs:
A~ A worker with a |ifetime of fimediano ea
A Alow earner would replace about 52% of prior earnings; and

A A worker who had maximum earnings would replace about 25% of prior earnings. Social
Security COLA tied to the CRWN.

> The Bipartisan Budget Act of 2015
strategieso for married coupl es:

A File and Suspend (April 29, 2016)
A Restricted Application (age 62 by 1/1/2016)
A Deemed filing rule extended to age 70

Source: 12015 Retirement Confidence Survey, Employee Benefit Research Institute and Greewwald and Associates
https//www.ebri.org/pdf/surveys/rcs/2015/RCS15-EE xpects.pdf?Transamerica Center for Retirement Studies: 16th Annual
Transamerica Retirement Survey, August 20it&:/Avww.transamericacenter.org/docs/defadtrce/resources/centesearch/16th
annual/sociakecurityturns80-tcrsresearckreport.pdf; 3National Academy of Soclakurance;
https:/ivww.nasi.org/learn/socialsecurity/benefiismpareearnings.
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https://www.ebri.org/pdf/surveys/rcs/2015/RCS15.FS-2.Expects.pdf
https://www.nasi.org/learn/socialsecurity/benefits-compare-earnings

Employer Sponsored Retirement Plan

> Types ofemployer sponsored e
. s Tvate-oec lJI'r QrRers Farucipaing inan Empioyment-
retirementplans [IRCA401(3]: P i b o T 730

A Defined BenefiPlans (Pension plans)
A Defined ContributiorPlans (participant
directed)
> Thepercentage of private sector
workers who have access to a ESRI |
is 66% with a participation rate of |,

only 50%? earos
> Employer Sponsored IRAS $EEEePPLIEEETI8888888FFFE8888 8905
. i ] oo aDofirod Bonaft Only  ==Dufiod Conlnbubon Only == « Both |
A SEP IRA (employer contributions) S —
A SIMPLE IRA (no more than 100 Source: EBRI
https//www.ebri.org/publications/benfag/index.cfm?
EEs/ $5 ' OOO) fa=retfaql4

Source: 'Bureau of Labor Statistics, National Compensation Survey, March 2017
(http://www.bls.gov/news.release/pdf/ebs2.pdf).
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ESRP Contribution Limits (2018)

> 401(k) $18,500 maximum employee elective contribution
A$6,000 catctup contribution 50+

> Individual (Solo) 401(k) $55,000 maximum contributiéxn
additional $6,000 catebhp contribution for those age
50 and older

A Compensation limit of $275,000 SEP IR$55,000
maximum contribution (employer contributions oiilyo
catch up)

> SIMPLE IRA employee deferral $12,500
A$3,000 catctup deferral
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IRAS

> |RAs have become the #1 retirement asset ($9.2 trillion as of
the 1st Quarter of 2018)1

> Types of Individual Retirement Arrangements
A Traditional (potential for tax savings now)RC A 408
A Roth (potential for tax savings in retiremenfRC A 408A

> Contribution Limits (2018):
A $5,500 if under age 50, $6,500 if age 50+
($5,500 limit plus $1,000 catch up contribution)

> Contribution deadline
A Generally, April 1% of following tax year (does not include extensions)

A Growth of IRA assets have predominately been due to rollovers from
DC plans (not contributiond).

Source: ! Investment Company Institute (ICl), Retirement AssétQuiarter 2018, releasedune 21, 2018.
FCenter for Retirement Research, Who Contributes to Individual Retirement Account8crhtip.edu/wp
content/uploads/2017/04/1B_4371.pdf
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Other Retirement Savings Plans
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The Toolkit (Qualified and Nonqualified):

A Stocks;

A Mutual Funds and ETFs;

ATarget Date Funds (figo

A Bonds (HighYield);

A REITs;

A BDCs, Corporate Credit, and MLPs; and

A Insurance products (both Life Insurance and
Annuities

Working in retirement (® career)

Home Equity one of the largest assets on
the retirees balance sheet for many
Americans).




Working In Retirement

> Wor kerds expectations
even into retirement represent a dramatic change
in the longstanding vision of fully retiring at age
65.

A More than half of workers (53 percent)
expect to work past age 65 or do not plan to
retire at all.?

> Latest data, from the U.S. Census
Bureau, the average retirement age for
men is 64.6 and women age 62.32

> However, many retirees may retiree
much earlier.

Source: 'Transamerica Center for Retirement StudiedaBual Retirement

t /E&/era\e{eoREtikemth a !
Age, 19622015

10

65

60

5

=—Men

= Women

50
962 1972 1982 1992 2002 2012

U.S. Census BureaQurrent
Population Survey (1963016)

Surveywww.transamericacenter.ddipcs/defaulsource/retiremergurveyof-workers/tcrs2017_sr_three

generations_prepare_for_retirement;pdJ.S. Census Bureau, Current Population Survey (98%):
Marketwatch https://www.marketwatch.com/story/witlye-averageretirementageis-rising-201 ~10-09/
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http://www.transamericacenter.org/docs/default-source/retirement-survey-of-workers/tcrs2017_sr_three-generations_prepare_for_retirement.pdf
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Reasons for Early Retirement

Reasons cited for retiring earlier than planned

Health problems or disabilit_ 60%

Changes at company (downsizing/closin i GG 272
Other work-related reasorii I 22%

Care for spouse or family membdiil N 22%

Outdated skills || 10%

Able to afford early retirementi NG 31%

Want to do something els_ 17%

0% 10% 20% 30% 40% 50% 60% 70%

Source: Employee Benefit Research Institute, Mathew Greenwald & Associates, Inc., 2015 Retirement

Confidence Survey, Data as of March 2015; JP
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Reverse Mortgages (RM)

>
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RM is a type of mortgage for those who are age 62 or older
( HE C Msured by FHA

A 55 percenodf net worth of Americans age 62+ tied up in Home Equity

Following a host of recent changes to their rules, RMs have

emerged as a critical component of the retirement planning

process.

A RMs can be accesstk-freeas a lump sum, as monthly income, or as
a standby line of credit.

This liquidity is created by borrowing against the value of the

home ($679,650 / Principal Loan Factor (PLF) in 2018) with

the flexibility to defer any repayments until after the borrower

has permanently left the home.

Source: Consumer Finance Protection Bureau, Reverse Mortgages Report to Congress;
http://ffiles.consumerfinance.gov/a/assets/documents/201206 cfpb_Reverse Mortgage Repornt




Risks in Retirement Income Planning

> Longevity Risk

> Inflation Risk

> Market Risk

> Tax Rate Risk

> Declining Cognitive Abilities
Risk

> Spending (Withdrawal) Risk

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE



Longevity Risk

> Mostsignificant factor in retirement
planning and the hardest to gauge

*
A Risk of outliving gned9edxccers

> How long will a retirement plan need

to generate income? 120} BT

A Half of the population will outlive their
statistical LE, and some will live much Consequences of
longer. According to SSA, the average '/;\"’L'Qggtsi?ygsigk
male age 65 LE to age 84.2 and a woman A Inflation Risk
age 65 LE to age 86.7. o Market Risk

> Plan on the probability of living much longer, A Dedining Cogitive
perhaps 30 + years in retirement. A Withdrawal/Spending

A E.g., For the average 65 year old couple there is a
47% chance that one spouse will live to agé-90.

Source: SSA Lifeexpectancy Calculatottps//www.ssa.gov/OACT/population/longevity.htmi
FSSA and JP Morgan Guide to Retiremdrite Longevity lllustratorvww.longevityillustrator.or)
Livingto100.com
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http://www.longevityillustrator.org/

Inflation Risk

> Inflation creates an increased
Income demand for the remainder
of a retireeodos |
years of retirement).

A Affects buying power of retirement
Income

> Assets will have to continue to grow or
be forced to reduce consumption

At an average inflation rate of 3%, the cost of living would double every 24
years. A r et i r e encéome vallmeed ta increase each year even during
retirement in order to keep up with the gradual rise in prices of everyday goods.
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Market Risk

> EXposure to lossyou have a
lower than expected rate of ret
and possibly lose money in yo
Investments (volatility)

A Red ZoneAvoid market losses In
the first 5years before retirement
and the five years after retireme

> Market risk quantifies the
probabillity of portfolio depletio
especially when there are conste
withdrawals from the portfolio.
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Mathematics of Loss

> The mathematics of loss in a distribution
portfolio works entirely different from an
accumulation portfolio.

> Each time you make a withdrawal after a
loss, you create a permanent loss in the
portfolio.

A Subsequently, you need to recover from the
Initial losses, as well as from these
permanent losses.

A Wal | Street def il ned:

> Recovery in a distribution portfolio is a
lot harden if not impossiblethan in an
accumulation portfolio.
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Mathematics of Loss

Does your client have the time to make up these losses?

Initial Withdrawal Rate

0% 4% 6% 8%
% of Loss % of Gain Required Over 3 Years
10% 11% 26% 33% 41%
20% 25% 42% 51% 60%
30% 43% 63% 14% 86%
50% 100% 132% 150% 169%
80% 400% 925% 997% 676%
ALong term i nv eavdidnglgrgedossedariagstte [|i e s
Il nevitable declines that all

Source: 1Jim C. Otar, Unveiling the Retirement Myth, f2ge
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Factors That Create Permanent Losse

> In a distribution portfolio, there are three factors that create
permanent losses:

A Sequence of returns (most important component/worst in early years
of retirement)

A Inflation (worst in later years in retirement)
A Reverse dollar cost averaging (created by cyclical trarmfst in
earl y year s speddsup pottfolio deplediimt € .
> Results: Time Value of Fluctuations (TVF) which is one of
the most misunderstood concepts in retirement planning.

An average retiree can expect to endure betwwer and
five bear marketsduring his/heretirement.?

Source: tUnveiling the Retirement Myth, author Jim C. Otar, page 121
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Tax Rate Risk

> A key goal of tax planning is to reduce yalients effective

tax rate.

A According to the most recent data (2014) from the IRStaihd percent of
taxpayergAGI of $465,626and abovepaidthe highest average (effective)
federal tax ratef 27.2%.(does not include state income taxes)?!

> Importance of Tax Efficient Saving:
AfAfDonodt put al l of. oy o ' WaeggEes iBufdred )
> A tax-efficient withdrawal strategy can add upltbtObps without any
additional riskz:
A Spendrom taxable portfolios;
A Spend from taxdeferredportfolios (after taking RMDS, if required); then
A Tax-free portfolio.

> Maximize the use of marginal tax brack@®artial RothRA conversions)

Source: ' IRS, SOI, Individual Income Tax Rates (2@bg)the Tax Foundation;
https//taxfoundation.org/summadiatestfederalincometax-data2016update/] Vanguar d 6 s ,
from a Portfolio;and Vanguaygd Put ting a value on your value
https//advisors.vanguard.com/iwe/pdf/ISGQVAA.pdf?cbdForceDomainstrue
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Declining Cognitive Abilities Risk

> A retirement income plan must take into account that a retiree
will experience declining cognitive abilities, hampering
portfolio management and other financial decision making.

> Two categories of intelligence that are critical to investing:

A Fluid intelligencéd the creative ability to analyze new information
and solve novel problems

A Crystallized intelligencé the ability, through life experience, to
accumulate knowledge that helps us solve familiar problems and
become better investors.

> According to Harvard Economist Professor David Laibson,
half (50%) of the 80 year old population should not be
making important financial decisions.
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Withdrawal Spending Strategies

> The science (or art) of withdrawing
(spending) 1 ncome frr
account can take different forms.
A Systematic Withdrawal Plan Strategy (SWP)

A The Bucket Strategy (Time and Asset based
Segmentation)

A Floor and Upside Strategy ( Essential vs.
Discretionary)
> The withdrawal (spending) rate (WR) is the
most important contributor to portfolio
longevity.
> Commit your clients to signing a Withdrawal
Policy Statement.

$(000)
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Systematic Withdrawal Plan Strategy

> SWP strategy is designed for the retiree to take pre
determined periodic withdrawals from a portfolio of stocks,
bonds, mutual funds, or targeate funds.

A The SWP, which is the most common method used by advisors, uses
a sustainable withdrawal rate (SWR) with no probability of depletion
to draw down a retireeos financ

> The SWP I s somet tomeaeturnr ef er r
strategy . The cli ent 0s bal ance
enter into the calculation.

> Three broad categories
A Constant doll ar strategy (the E
A Constant percentage strategy
A Increasing percentage (RMD) strategy
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Bucket Strategy

> Segments retirement assets by certain
categories:

A Based on the risk level of the assets, the needs
expenses these assets are expected to cover 0
period of time in retirement when the assets ar
expected to generate income.

> The most widely used bucket strategy is

time-segmentation approach. Divides th

retireeds portfold]i
A Bucket #1: Near term (% years/cash/cash equivalent
A Bucket #2: Mediurterm (510 years out); and

A Bucket #3: Longierm (1030 years out/stocks).

> Protects against RDCA
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The Floor and Upside Strategy

> Starts with the retirees balance sheet and their lifestyle need:

A Match essential expengeshe FlooH with guaranteed sources of
Income. This is the critical difference between the other strategies

A Match discretionary (aspiratiordalneeds wants and wishes) expenses
w i tupsidé portfolio o
> Two views of Flooring:

A Goalsbased approadressential spending needs locked in with
funding from safe investments

A Investment based (engineering view of flooring) appradaitie
amount of flooring from financial capital under current market
conditions

> Sometimes e f e r r e dactuawal appsoaclhh e 1
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Role of Annuities

> Provides a guaranteed* strearn

of iIncome.

A The only financiaproductthat [N,
combines both an accumulation | gif & Uaranteet
phase and distribution phase in Lifetime )
oneproduct |

> Shift a portion of the marketsk
and longevity risk to the —~
insurance COmpan)/- *Guarantees are backed by the

financial strength and claims
payingabilities of the issuing
company.
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Types of Annuities

> Deferred Annuities
AVariableAnnuity (W/GLB riders)

AFixed Index Annuities (w/GLB
riders)

> |Income Annuities
AlmmediateLife Annuity (SPIA)
ADeferred Income Annuity (DIA)

A Qualified Longevity Annuity
Contracts (QLACS)

N97% of Amer i c anuane wriafgrisagu ar a
topgoal o1

, . r
Source: *AIG, America Speaks Out on Retirement { \
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Single Premium Immediate Annuity

> A stream of income based on life of the annuitant
(measuring life)
A Fixed, Variable, or Combination (fixed and variable)

> Key Benefit: The Mortality Credit

A Transfer income from individuals with shorter than
expected life spans to those with longer life spans
(mortality credits)

> Both the market risk and longevity risk are mitigated

Reminder: A SPIA can alway$ay outmorethan a bond ladder over a similar
maximum retirement time horizon with identical underlying investments, sifply
because the investor can only spend principal and interest, while the insurgnce
company can pay out the same principal and intgzestmortality credits to
account for those who wonot | ive
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Payout Options

> Single Life Only (purest
form of annuitization)

> Refund Life

> Life with Period/Term
Certain

> Joint Survivor Life
> Fixed-Period
>  FixedAmount
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Income

Payment Options

Male

Estimated
Monthly
Income

Cash Flow

Payout
Rate

Female
Estimated
Monthly
Income

Cash Flow

Payout
Rate

SL no payments to $563 | 6.76% | $536 | 6.43%
beneficiaries
SL w/10 years certain $547 6.56% $520 6.24%
SL w/Cash Refund $516 6.19% $495 5.94%
Income !Dayment Estimated Monthly Cash Flow
Options Income
JL 100% Survivor (no
payments to $470 5.64%
beneficiaries)
JL with Cash Refund $458 5.50%
JL 100% Survivor
0
(10 year certain) $945 HLEL
5-Year Period Certain $1,746 20.95%

Source: http://www.immediateannuities.confrojected monthly payout on a
$100,000 annuity purchased by a hypothetical 6%.0. M/F. Date_7-31-18. Cash
flow T monthly income times twelve divided by the deposit amount. Cash flow
percentage is significantly higher than the internal rate credited to the premium.
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http://www.immediateannuities.com/

Deferred Income Annuity (DIA)

> DIAs, commonly referred to as longevity insurance, provides
guaranteed* income for life similar to a SPIA, but unlike a
SPIA, the benefit payments for DIAs do not begin until some
future pointintme (A 0 year s) . NHybr |

A The income guarantee* is unaffected by fluctuations in market
Interest rates. And like a SPIA, the contractually guaranteed rate of
the DIA is based on current mortality tables and rates.

A The insurer can offer the guarantee* because the date of annuitizatio
Is known in advance. DIAs offer significantly higher payouts than
SPIAs.
> DIAs may also represent a more palatable hedge against
longevity risk because the effective cost of the insurance is
lower.

* Guaranteeare backed by the financial strength and claims paying abilities of the issuing compan
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Qualified Longevity Annuity Contracts

> QLAC is a form of DIA, that can be purchased inside an IRA and 401(k).

A

QLACs can lower RMDs by up to 25%?

> QLAC Rules:

A Cannot be a VA or Index Annuity

A Lesser of 25% or $130,000 (2018), (index to annual inflation amounts of
$10,000 in future years).

A -l ncome start date must be no | onge
month at age 85.

A Income payments can increase in the future by additional ridersofeost
living adjustments that are constant (1% to 5% increase) or by a index such «
the CP1U inflation index.

A Income payments can be single or joint life, either life income or life income
with cash refund and return of deposit death benefit is allowed before and
after income commencement date, however amount can not be more than
deposit.

Source: 1T MarketWatch, fAHow tol2uce vyour

http://www.marketwatch.com/story/hete-reduceyourrmd-by-up-to-25-201408-13
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Health Care Costs In Retirement

>  The majority of adults admit that one of their top fears in retirement is
their health care costs going out of control (74%) and they are terrified of
what health care costs may do to their retirement plans (64%).1

A Health care costs have risen an average of 6% above inflation annually over
the past 30 years and expected to continue to increase latvei &t

A Total projected lifetime health care premiums (Part B and Pavieldigap
and dental insurance) for a healthy&Earold couple who retired in 2017 is
expected to be $321,994 in todayods
Adding deductibles, copay, hearing, vision, and dental cost sharing, that
number grows to $403,253 in todayéo

> Fewer than one out of six pretirees over the age of 50 have attempted
to forecast how much they may need to cover healthcare ctdomg
care expenses.

Source: *Nationwide Retirement Institute Survey; htpationwidefinancial.com/media/pdf/NFM
16070A0.pdP_ga=2.45831910.335999654.15184533089323125.151845330% Bureauof Labor Statisticsf HealthViewService
2017 Retirement Health Care Casita Report; http://www.hvsfinancial.com/2017/06/12/20dffrementhealthcarecostsdata
report; Wridelity Consulting Group 3
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Medicare

> Medicare is the federal health insurance program for individuals age 65 ar
older(regardless oihcome), people under age 65 with disabilities (after
receiving SSDI for 24 months), and those with-stafje renal disease).

A Covers only 51% of health care costs.
> Medicare Choices:
A Original Medicare (consists of Medicare Part A and Part B);

o PartA: Hospitallnsurance (Hlxovers cost of inpatient carehospitals.

o Part B: Supplementary Medical Insuran(@&MI) covers physiciaservices
and outpatient medical care and durable medical equipment

A PartC: Medicare Advantage PlandNIO/PPOplans)most plans include
a prescription drug plan (MA&D)

A PartD: PrescriptiorDrug (standalone) Plans
> MedicareSupplement (Medigap) policies@ Standard plans)

Source: *Kaiser Family Foundation, KR#tp://kff.org/medicare/issubrief/anoverviewof-medicarePForbes, Why
Your Retirement Spending Estimate Is Wrong; Wityww.forbes.com/sites/nextavenue/2015/12/08Aybyr-retirement
spendingestimateis-wrong/#7b5ef30f3759
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LTC In Retirement

> LTC is the most overlooked source of retirement
healthcare expenses.

A Home HealthAide $49,188 annually*
A Adult Day Care$18,204 annually?
A Assisted LivingFacility $45,000 annually? _
A Nursing Home Costs (private room) $97,452 annuallyf &
> Federal | aw eremhd ntecs nﬁlelac'{
for 90 days or more. d/ﬂ
{

A According to the Centers for Medicare and Medicali
Services (CMS) 70% of consumers over the age of
will need some type of Long Term Services and
Support (LTSS) at some point in their life.

> Medicare and Medigap plans don't cover most
expenses for custodial LTC.

Source 1. Genworth Cost of Care 2017 Survey National Median dugps:/ivww.genworth.com/abouts/industry
expertise/cosbf-care.html;” Kaiser Family Foundation; httgavww.kff.org/medicaid/report/medicaidndlong-termservices

andsupportsa-primer/
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Funding LTC Costs

> Qut of Pocket
> Family Members

> Transferring Risk to Insurance Companies
APrivate LTCI policies
o State QLTC Partnership Programs
AHybrid LTCI products

o0 Single Premium Life Insurance w/LTC riders
0 Annuities with LTC riders

APermanent Life Insurance with LTC riders

FOR BROKER DEALER USE ONLY. NOT TO BE USED WITH THE PUBLIC. a7 BROKER EDUCATIONAL SALES & TRAINING INC. © 2018



FOR BROKER DEALER USE ONLY. NOT TO BE USED WITH THE PUBLIC. BROKER EDUCATIONAL SALES & TRAINING INC. © 2018




Exam Time
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