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Today’s Speaker

As the Managing Director of LTCI Partners, Tom
leads one of the largest national insurance
distributors focused exclusively on long-term care
planning.

Tom has been working in the long term care
insurance industry since 1991 Tom s a graduate
of Hope College and has an MBA from The
University of lllinois at Chicago. In addition, Tom
holds the Certified Employee Benefit Specialist
designation from the IFEBP and the Wharton
School and the Chartered Financial Consultant
and Chartered Life Underwriter from the

Tom Riekse, CLU, ChFC, CEBS American College of Financial Services.
Managin Director He is also a member of the National Association
LTCI Partners of Health Underwriters, the National Association

of Insurance and Financial Advisors, and The
International Society of Certified Employee
Benefit Specialists.
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Upcoming Webinars

WWW.FINANCIALEXPERTSNETWORK.COM

Understanding how Annuities Work with Wade Pfau Tuesday, December 10,2019 at 4:00 PM ET
Presented by Wade Pfau, PhD, CFA

Must-See FinTech for Financial Advisors Tuesday, January 21, 2020 at 3:30 PM ET

Not Posted Yet: Members Only
Medicare on Jan. 7 at 4:00 ET
I Ethics CE on March 18 and Sept. 9 at 3 pm ET

NETWORK




Requirements to obtain CE

CFPs RICPs, CLUs and ChFCs

1. Must attend entire session 1. Must attend entire session

2. Must use unique URL to login 2. Must use unique URL to login

NO CE for Phone Only NO CE for Phone Only

3. Must input CFP ID # in survey 3. Must note self-report in survey
NETWORK
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An Advisors Guide to
Hybrid Life/Long-Term
Care Solutions
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What we’ll cover

* Estimating Future Care Costs and
trends

* The spectrum of planning options
and market update

* Traditional LTC Insurance
* Linked Life/LTC Insurance

* Comparing the options

It’s easy to find
Long-Term Care options

The hard part is deciding what works for each client

* Tax Advantages of LTC Insurance

* About LTCI Partners, LLC and our
services
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Disclosures

Federal income tax laws are complex and subject to change. The
information in this presentation is based on current interpretations of
the law and is not guaranteed. Neither Nationwide, nor its employees,
its agents, brokers or registered representatives gives legal or tax
advice.

This material is not a recommendation to buy, sell, hold or roll over any
asset, adopt an investment strategy, retain a specific investment
manager or use a particular account type. It does not take into account
the specific investment objectives, tax and financial condition or
particular needs of any specific person. Investors should work with their
financial professional to discuss their specific situation.

* Not a deposit « Not FDIC or NCUSIF insured + Not guaranteed by the institution
* Not insurad by any federal government agency + May lose value

......................................................................................................................
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Summary of Retirement Risks

Risk category Detrimental behaviors Immediacy  Level of Can risk be

control  mitigated?

o Makiof fomaeri sk * Investing too conservatively or

o Interest rate risk °99"955in7 ) ] )
o:Assob allocclion:risks  Sub-optimal Social Security High | Moderate

* Sequence-of-return risk ” ?’t:::; ikt

Investment risks

* Assuming too low a rate of

»\/ Inflation * Inflation inflation in refirement High Low Yes
iy

o Fixed income

© Out-of-pocket medical costs

% Hedlthcare cost risks | ® Prescription drug costs High | Moderate Yes
¥ * Long-term care costs
g longevity/ lty' | @ Ouliving assels : :E:—::vﬁ::;;: ‘:fr:p’::sal Low Low Yes
risks * Death of spouse Sornafits
 Reduction of Social Security
S benefits
m Public policy risks o Relsction k. Medicos it Moderate | None No

* Tax increases

In addition to the above risks, retirees may be exposed to a host of additional risks: employment risk — for those who plan to work during retfirement; business risk
— which could impact retiree benefits such as DB plans and health insurance; marital status risk — can impact Social Security and other benefits, and divorce
can lead to financial problems for either or both spouses; and caregiver risk — for retirees who need to provide financial or other assistance to family members.

Source: UMRA Secure Retirement Institule, 2018
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Figure 8: Largest financial concerns in retirement

vedial exvenses ||
Health insurance premiums “m% Y CMW ‘
tongevi | <
Cost of long-term care 211% stk CHeLE TS puT l

Market volatility — 20.2%
13.9%
Emergency/unplanned withdrawals _19.3% CHELE T+ }Hé oUT f

18.1%

RN & 13.6%
Inflat: terest rate volatil
nflation/interest rate volatility 87%

: 8.6%
Housing costs F
[l 'rvestors
. 5.9%
Early/unplanned retirement 7.8% . Advisers
1.6%
Other l 23%

Source: Nationwide Retirement Institute (2018)
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Consumer Attitudes &
Behavior

Figure 20 — Long-Term Care Insurance Attitudes and Ownership

Most people need long-term care insurance 65%

| personally need long-term care insurance 52%

| have long-term care insurance 15%
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Who pays for long-term care?

S

Source: Department of Health & Human Services

® Medicare, 10%

® Medicaid, 34%

® Other public, 1%
Out-of-pocket, 52%

Private insurance, 3%
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Estimating Cost of Care and Trends — Current

Annual Median Costs: National (2019)

Homemaker Services' $51,480 Adult Day Health Care® $19,500 Semi-Private Room® $90,155
Change Since 20187 7.14% Change Since 20187 4.17% Change Since 20182 0.96%
Home Health Aide’ $52,624 Assisted Living Facility* $48,612 Private Room® $102,200
Change Since 20182 4.55% Change Since 20187 1.28% Change Since 20182 1.82%

* Home care costs might be impacted by lack of caregivers and minimum wage laws

* Cost shifting for Nursing Home Costs- Carriers will pay 2x Medicaid rate in Massachusetts for
a private Nursing home room

* Competition among assisted living facilities

Source: Genworth 2019 Cost of Care Survey
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Future Cost Estimates 2049 2% versus 5%

CALCULATE FUTURE COST
2049 (+30 years)
2019 2029 2039 2049 2059 2069
Annual Median Costs: National (2019 vs. 2049) Change annual inflation rate (2-5%) [2% - |
Homemaker Services' $51,480 Adult Day Health Care? $19,500 Semi-Private Room* $90,155
2049" Cost $93,249 2049" Cost $35,322 2049" Cost $163,303
Home Health Aide’ $52,624 Assisted Living Facility® $48,612 Private Room* $102,200
2049 Cost $95,321 2049" Cost $88,054 2049 Cost $185,121
Annual Median Costs: National (2019 vs. 2049) e e P
e ]
Homemaker Services' $51,480 Adult Day Health Care? $19,500 Semi-Private Room* $90,155
2049" Cost $222,494 2049" Cost $84,278 2049" Cost $389,645
Home Health Aide’ $52,624 Assisted Living Facility® $48,612 Private Room* $102,200
2049" Cost $227,438 2049" Cost $210,098 2049" Cost $441,703

1"

FOR ADVISOR EDUCATION USE ONLY — NOT FOR USE WITH CONSUMERS




Incorporating Client Health into estimates

GENIVITY HALO  ABOUT US :‘_B GENIVITY HEALTH = WEALTH BLOG

%% Halo ...,

-_——
I I alo Health Analysis and Longevity Optimizer

How do you want to live?

Genivity's HALO assessment is the
fastest, easiest way to plan for a
lifetime of health and care costs.

Request a Consultation

12
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Health Determination — Good first planning step

°I.TCI 9 Ab s Solutions Carriers Blogs Advisor T

Underwriting Partner

Tap into the expertise of our LTC consultants to use our exclusive
Underwriting Partner program to pre-screen your clients’ health
and recommend a long-term care solution. We've found that using
this screen prior to taking the application reduces application

declines by 33%!

You can send our health screen [copy and paste this link] directly

to your clients or have our LTC consultants call your client to pre-
screen their health. Our survey is built on industry leader Survey

Monkey and is HIPAA compliant.

“This is excellent feedback. | love this process.”

Dana Mikstay-Executive Vice President at Alliant/Mesirow
Insurance Services

In addition to sharing the health screen link, you can contact
usdirectly toarrange or Request a Proposal.
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Marketplace Update

Individual Long-Term Care Solutions

Standalone individual long-term care (ILTCi) products’ share of the broader long-term care
market continues to shrink. In 2018 ILTCi lost three percentage points of policy market share to
combination life/LTC products. Combination products now represent more than 87 percent of
the overall policy market for individual LTC solutions.

2018 New Lives Market Share by New Lives

N

= Life/LTC = Life/Cl =ILTCi

259,690

144,678

Life/LTC Life/Cl

©2019 LL Global, Inc. All Rights Reseéred
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Marketplace Update

Individual Combination Product Market Share

- Long-term care (LTC) acceleration riders were the only products to experience an increase in policies or premium
over the previous year.

+ Chronic illness (Cl) acceleration riders continue to hold the largest portion of policies, despite ceding two
percentage points of market share to LTC acceleration products.

- Even after a 3 percent decline in premium, single-premium LTC extension products continue to hold the largest
portion of the overall combination premium market, accounting for 38 percent of all new premium in 2018, while
representing less than 10 percent of the combination policies sold.

Market Share by Type Policy Growth by Type

13%

Premium

Policies

Face Amount

I

-3%
mLTC Acceleration mCl Acceleration mLTC Extension LTC Acceleration CIl Acceleration LTC Extension

©2019 LL Global, Ine. All Rsghts Ressrved,
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Spectrum of Options

N
\.

\ @ )

LONG-TERM CARE
INSURANCE

Protect your assets from
an extended health
care event

PROS:
+ Inflation Protection

+ Care Coordination
"Concierge
Healthcare" Benefit

+ Maximizes long-term
care insurance
leverage while
minimizing premium
committment.

+ Tax Deductible for
business owners

+ HSAs

CONS:

* Premiums not
Guaranteed

+ "Use it or lose it
premium (no chase
value or return of
premium)

)
ASSETBASED
HYBRID

Protect your assets and
retirement savings from an
extended health care
event while retaining
maximum flexibility

PROS:
+ Standardized benefit
trigger
+« 1035 exchanges
+« Tax Advantages

+ Maximizes flexibility and
provides a substandial
benefit for a long-term
care insurance event.

+ Flexible payment
options
Return of premium

+ Guaranteed premiums

+ Life Insurance and LTC
Benefits

CONS:

« Opportunity cost (if
single premium option is
selected)

+ Mot the same tax

advantages for business
owners

LIFE
INSURANCE

Maximize your death
benefit while
retaining moderate
flexibility

PROS:

s Largest Death Benefits

* Relatively low premium
cost for rider

+ Better suited to pay for
benefits on a monthly
basis, if needed.

CONS:

+ IfLTC is needed,
reduction of death
benefit

* No return of premium

+ Benefit triggers not
standardized

» Benefits determined at
claim time

+ No inflation protection

Iz

FIXED OR INDEXED
ANNUITIES

Long-term care options
late in life with
potential health
concerns

PROS:

+ Limited or no medical
underwriting

+ 1035 exchange tax
advantage could turn
tax-deferred growth to
tax-free LTC payments

CONS:
¢ Limited or no inflation
protection
s Typically no care
coordination

+ No tax advantages for
business owners

SELF
FUNDED

Access to money now

PROS:

Zero up-front costs
while retaining

liquidity

CONS:

Not a healthcare plan
No care coordiation
benefit

Tax timing
conseguences

LONG TERM CARE () INSURANCE
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Spectrum of Options

Traditional LTC

.\ Hybrid
&
Life insurance
® with a LTC Rider

Life insurance with a
S chronic iliness rider

LTCi Benefit

Life insurance with a terminal
b or critical illness rider

\ Life insurance

»

Life Insurance Benefit
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LTC Planning Solutions

Category

Regulation
Codes (IRC)

Definition of
Chronic lliness

Benefit
Payment
Options

Underwriting

Underwriting
Classes

Charges/
Premium

7702b

2 out of 6 ADLs' or severe
cognitive impairment

Reimbursement,
traditional indemnity
and cash indemnity

Full underwriting with
cognitive assessments
after certain age

Muitiple; generally offers
some rated classes

Premium determined
based on plan design;
some limited pay
options available

Linked Benefit (Life
Insurance with Death
Benefit Acceleration
and LTC Extension)

7702b and potentially
modified endowment
contract (MEC)

2 out of 6 ADLs or severe
cognitive impairment

Reimbursement,
traditional indemnity
and cash indemnity

Streamlined underwriting
with cognitive
assessments after
certain age

Limited; tobacco
and couples
discounts available

coP charge either taken
from accumulation value
like other policy charges
or may be up-front in the
form of payment; limited
pay options available
(single to 25 years varying
by age of applicant)

Life Insurance with
Chronic lliness (CI)
Protection

101g

2 out of 6 ADLs or severe
cognitive impairment;
some policies and/

or states require this
condition to be permanent

Reimbursement
and cash indemnity

Ranges from no
underwriting to full
underwriting as part
of base life
insurance contract

Ranges from none
to mulitiple

Design options range
from a COI charge taken
from accumulation value
to no COI charge but

an administration fee to
access the benefit and
increased rate of death
benefit acceleration

Life Insurance with
LTC Rider

7702b

2 out of 6 ADLs or severe
cognitive impairment

Reimbursement,
traditional indemnity
and cash indemnity

Full underwriting
with base life
insurance contract

Multiple; generally offers
some rated classes

COI charge taken from
accumulation value like
other charges

FOR ADVISOR EDUCATION USE ONLY — NOT FOR USE WITH CONSUMERS




LTC Planning Solutions connues

Category

Benefit
Calculation

Impact on
Death Benefit

Inflation and
Other Options

Determined based on
plan design selected
when applying

N/A

Compound and simple
inflation options; many
other riders to enhance
the overall benefit

Linked Benefit (Life
Insurance with Death
Benefit Acceleration
and LTC Extension)

Monthly death benefit
acceleration amount
determined by time
period selected and other
benefit options (such as
inflation); monthly LTC
extension amount equals
the monthly death benefit
acceleration amount,

but total benefit pool
available is based on time
period selected

Dollar-for-dollar reduction
of the death benefit;
base policy death benefit
must be accelerated fully
in order to access LTC
extension pool

Compound and simple
inflation options; return-
of-premium feature; some
plans offer reduced
paid-up benefits®

Life Insurance with
Chronic lliness (Cl)
Protection

Monthly benefit ranges
from 2% to 4% of the
death benefit; total Cl
benefit pool equals a
percentage of the base
life insurance policy,
typically ranging from
10% to 100%

Design ranges from
dollar-for-dollar reduction
of death benefit to an
increased reduction ration
of chronic illness benefit
to death benefit

(for example: $1 for
chronic iliness = $2 of
death benefit)

No inflation options;
maximum monthly ClI
benefit will track with IRS
per diem

Life Insurance with
LTC Rider

Monthly benefit ranges
from 2% to 4% of the
death benefit; total LTC
benefit pool equals a
percentage of the

base life insurance policy,
typically ranging from
10% to 100%

Dollar-for-dollar reduction
of the death benefit

No inflation options;
maximum monthly LTC
benefit will track with IRS
per diem
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How Traditional LTC Insurance works

* Select a Monthly Benefit Amount
* Select a Benefit Period (create pool of money)

* Select an Inflation Increase %

* Example: 55 year old married female

* S4,000 per month

* 5 year benefit period

* Total Benefit Pool: $240,000

* Inflation Percentage: 3% compound for life
e Annual premium: $2,540.57

FOR ADVISOR EDUCATION USE ONLY — NOT FOR USE WITH CONSUMERS




Standalone LTC Insurance — Rate Increase History

* Important to consider when the policy was written

* Policies written after rate stability legislation (2003 in most states) tend to have fewer
premiums increases (but were more expensive initially)

* Policies with unlimited benefits perform worse than policies with limits

% Rate Increases of 20 Largest Insurers in lllinois

Before & After 1/1/2003
) Pennsylvania
Increase for Policies with Increase for Policies with

E * Limited Benefit Periods Lifetime Benefit Periods
i, 0% 10%
z
S @
: 0% 10%

30

10 .

— y—

Policies Issued BEFORE 1/1/2003 Folicies Issued AFTER 1/1/2003

FOR ADVISOR EDUCATION USE ONLY — NOT FOR USE WITH CONSUMERS




The Odds of Today’s Standalone LTC Plans having premium increases according to the November
2016 SOA LTC Insurance Pricing Project

Probability of a Average Size of
Pricing Point Year Rate Increase Rate Increase :
2000 40% 34% @ SOCIETY OF
2007 30% 18% ACTUARIES
2014 10% 10%

Reasons for current products being more premium stable:

* Plans have higher initial premiums

* More conservative mortality assumptions

* More conservative lapse rate assumptions

* More conservative interest rate assumptions
* Careful underwriting for morbidity

FOR ADVISOR EDUCATION USE ONLY —NOT FOR USE WITH CONSUMERS




My personal experience with Traditional LTC

Purchased policy in 2002 at age 35

Initial Benefits Current Benefits If 1 bought similar
policy today (age 53)

Daily Benefit Maximum  $150 $261 $260

Maximum Benefit Unlimited Unlimited Unlimited
Inflation Protection 5% compound 5% compound 5% compound
Type of policy Indemnity (Cash) Indemnity (Cash) Reimbursement
Annual Premiums $919.35 $2,008.12 $9,554.00

In-force policy management — decided to reduce existing
benefits to mitigate impact of premium increases

FOR ADVISOR EDUCATION USE ONLY — NOT FOR USE WITH CONSUMERS 23
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In-Force Policy Reviews

* https://www.ltcipartners.com/in-force-policy-review

In=Force policy review

Advisor First Name* Advisor Last Name*

Advisor Email*

Client Name

Advisor Phone Number

Notes*

Attach Your Policy For Review
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How a Hybrid Life/LTC plans work

A

4
At age 55, Lisa is a nonsingle nontobacco user who
purchases a Nationwide CareMatters Il linked-benefit
insurance policy with a 6-year benefit and 3% compound
inflation adjustment.

Premium: $5,000 annually to age 100

Total benefits
received

For 6 years, Lisa has received
Benefits in Years 3-6 monthly benefit payments,

income tax-free,! of up to

Lisa continues LTC via the $3,697 (Day one)
G Extension of Benefits Rider, Lisa
Benefits in Years 1-2 receives monthly benefit orup to
i ¥ 1
Lisa receives the acceleration of payineRE RISt g OND $7.515 (Age 80)
to $3,697

death benefit as monthly benefit
payments, income tax-free,! of up

to $3,697 Lisa's 6-year LTC

benefits totals:
(Day one)

$286,971

(Age 80)

$583,352

Lisa's residual death benefit of 20% of the
policy’s specified amount is:

$17,746
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What about a more affordable Life/LTC hybrid plans?

55 year old female:
Annual premium $2,712 — guaranteed to age 100

Initial Monthly LTC Benefit: $3,000
Monthly LTC Benefit at age 85: $7,070

Initial LTC Benefit: $72,000
LTC Benefit at age 85: $172,218

Cash Surrender Value age 85: $45,684
Death Benefit: $72,000

FOR ADVISOR EDUCATION USE ONLY — NOT FOR USE WITH CONSUMERS




Hybrid Life/LTC Products

* Characteristics of combination plans vs. stand-alone LTC

» A large portion of linked benefit plans are single premium, but a recent move to limited pay; stand-
alone is predominantly level pay

» Most linked benefit plans are fully guaranteed, while stand-alone is almost always guaranteed
renewable

» The focus on chronic illness benefits for ADB only plans is secondary to life insurance

» Linked benefit plans minimize the use of APS's and medical exams, streamlining the underwriting
process and approval time

» Significant pricing synergies for combo products
o LTC is lapse supported, while many base plans are “persistency supported”
o Lower mortality helps life profits, offsetting the opposite effect for LTC riders

o 2012 SOA-sponsored research report quantifies the reduction in volatility of results under a range
of adverse scenarios for linked benefit plans vs. stand-alone LTC

27
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Case Study 1 — 55 female

Traditional LTC Insurance Plan Recent Hybrid Life/LTC Plan

Premium Payment Mode

Premiums waived if on LTC
dlaim?

LTC Insurance Portion of
Premiums
Initial Monthly LTC Benefit

Initial Total LTC Benefit Pool
Initial Death Benefit

Inflation Protection
(automatic policy increases)

Monthly LTC Benefit at age
90
Total Benefit Pool Age 90

Death Benefit Age 90

Cash Surrender Value at age
90

Guaranteed Minimum Death
Benefit

Type of Care Plan [benefits

payable to policyholder)

54,696
Annual premiums for life

No (guaranteed renewable and designed to remain
level)

Yes

54,696

54,500
$270,000
nfa
3% compound

{both the monthly benefit & total pool of dollars grow
automatically @ 3% compounded annually)

512,204

5783,219
nfa

nfa

nfa

Reimburses for p ional home care, assi living
and skilled nursing. Provides an optional cash benefit
of 30% of the monthly benefit amount. 90 day
elimination period, waived for home care

6,423

Annual premiums to age 100

yes

Life Insurance Premiums - No

LTC Insurance Premiums - Yes

54,067

$4,500

5$270,000

108,000

3% compound

(both the monthly benefit & total pool of dollars grow
automatically @ 3% compounded annually)

512,204

5783,212
$108,000

579,948

521,600

Cash Indemnity program with full monthly LTC benefit paid to

policy owner. 50 day elimination (deductible) pericd, paid
retroactively in month 4
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Sample Analysis

55 year-old Considering Traditional
vs. Linked-Benefits Plan (Life+QLTCI)

$700,000
$600,000
$500,000
$400,000
$300,000
$200,000
I B B
. O

Total Cumulative LTC Benefit Pool - Life Insurance Benefit LTC Benefit Age 90 Life Insurance Benefit  Cash Surrender
Premiums Paid Initial - Initial Age 90 Value Age 90

$900,000

® Traditional LTC Plan mHybrid Life LTC Plan
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What’s the Best Fit?

1. How is the health of the client? Insurability and field underwriting is the first
step in LTC planning. Specifically, any memory-related or dementia issues will
prevent LTC as an option —sometimes even if there is a family history.

2. How much coverage does the client need now and at age 90? When you buy
long-term care insurance you are buying a pool of money that can pay for care
at home, an assisted living facility or a nursing home. Remember, the cost of
care isn't the only factor that goes into determining benefits. You don't neces-
sarily have to insure for 100% of the cost of care when other sources of income
can also be used. In addition, investigate inflation options.

3. Are they comfortable with a large “deductible” for coverage? Hybrid prod-
ucts combine self-<insuring with insurance. As an example, if you have tradition-
al LTCl and go on claim, most products waive premiums. On the other hand, if
you purchased a 10-pay hybrid life/LTC product you may still have to pay the
entire 10 premium payments, even if on claim, in order to get your full benefit.

4. Does your client have a need for life insurance later in life? Life insurance is
used for many things, including estate planning, business purposes or other
specific needs. Linked life/LTC plans accelerate the death benefit to pay for
long-term care = meaning the death benefit goes away or has a small residual
amount. If life insurance is needed later in life, make sure that is considered.

5. Is your client comfortable paying for a pure protection product? If someone
is looking for “pure” long-term care insurance protection, then traditional
standalone coverage offers the most leverage per premium dollar. As an
example, a 55-year-old married man can get $300,000 of LTC protection
growing at 3% annually for about $1,500. Adding something like a return
of premium option upon death to a traditional product will help answer the
“what if | never use it?” objection — but (a.k.a. life insurance) will increase
premium at the same benefit level.
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What’s the BeSt Fit? (continued)

6. What is the client’s planning budget? Older standalone policies often offered
unlimited lifetime and 5% compound inflation coverage at a reasonable (and in
hindsight, underpriced) premium rate. Now the premium for that same benefit is
going to be much higher. Because of that, often buyers of LTCl are choosing a
reasonable and budgetable premium level and working into a plan design.

7. Are premiums guarantees important? According to the 2016 Society of Actuar-
ies Pricing Project, the current generation of traditional LTC policies has a very
low chance of having substantial rate increases in the future. Both carriers
and regulators have adjusted pricing and assumptions to a conservative level.
However, for clients who are extremely risk-averse and concerned many of the
linked life/LTC plans offer guaranteed premium rates.

8. Has the client accounted for the cost of informal long-term care? There are
two types of long-term care provided at home — care provided by professionals
and informal care often provided by family members, such as an adult daugh-
ter. The impact of informal care can be great. Often the caregiver will have to
take time off of work and sacrifice income. An LTCI plan that pays for informal
care regardless of who is doing the caregiver is going to give more flexibility,
but such plans will also cost more.

9. Can you use the tax advantages of LTCI? Does the client own a business or
are they self-employed? Do they have a health savings account? Traditional
LTCI can allow for some great premium deductions in many cases.

10. What's the financial strength and reputation of the carrier? Ratings services
can provide guidance. Remember, agents can’t discuss the state guarantee
funds that can provide backstop protection for coverage. 4
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Summary of Comparisons

* Stand-alone LTC insurance offers the most LTC benefits for a given premium outlay

* Combination life designs offer essentially the same LTC benefit, along with an option for
consumers to get more than their premium back if they die or surrender without using any LTC
insurance, but the premiums are higher than for stand-alone LTC

* Combination annuity designs also offer a similar level or more LTC benefits, but require a large
initial single premium. A common design grows the single premium at a credited rate less a charge
for the LTC coverage.

* Significant pricing synergies for combo products
* LTCis lapse supported, while many base plans are “persistency supported”
* Lower mortality helps life profits, offsetting the opposite effect for LTC riders

* 2012 SOA-sponsored research report quantifies the reduction in volatility of results under a
range of adverse scenarios for linked benefit plans vs. stand-alone LTC
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Indemnity versus Reimbursement Benefits

o INDEMNITY STYLE VS. REIMBURSEMENT BENEFITS

The policy you choose can affect how much
control you have in receiving your benefits.

-—
INDEMNITY REIMBURSEMENT
Full monthly payment sent directly to policy You are reimbused the lesser of your monthly
owner benefit amount OR your LTC costs — no excess
Generally no monthly bills or receipts to collect’ Facility may be able to bill insurance company

directly for the qualifying expenses

Benefits not needed for LTC expenses can be Insured has to pay non-qualifying charges out of
used for any purpose pocket
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Tax Advantages of LTC Insurance

* Look for 7702b coverage — traditional LTC Insurance and Life/LTC plans (not chronic care)
* Premiums deductible up to certain limits — treated as health insurance
* Premiums deductible for couples

* Benefits received tax free for LTC expenses

Benefits for:

1. Business Owners — self-employed, S-Corporation owners
2. C-Corporations

3. Individuals who can deduct medical expenses

4

Health Saving Account owners

Key for Linked Life/LTC plans — premiums must be a separate charge — not a deduction from a
cash surrender value
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Separately Identifiable Premiums

Each of the 4 components of CareMatters Il is paid for with
separately identifiable premiums, not a deduction from cash value

Life insurance * | LTC Rider | * Extension of Benefits * Inflation Rider

Results of this structure are:

1. Paying LTC premiums causes no cost basis reduction
— No annual 1009-R reporting

— If policy is surrendered, no 1099-R reporting phantom gain

The policy may have accumulation of cash at some point, creating real gain that would be
taxed as ordinary income if the policy was surrendered.

2. LTC premiums are:
1. HSA eligible and potentially tax deductible for individuals #

« Up to age based limits
« 2. Tax deduction opportunities for businesses
« Deduction varies based on the structure of the business

Care Matters Il is the ONLY Nationwide LTC product with separately identifiable LTC premiums
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Tax Deduction Limits

The following chart shows the recent history of age-
based IRS tax deductible limits and HSA distribution

limits for LTC premiums paid.

A female, age 48, non-smoker who is married and
wants the maximum LTC coverage (minimum ROP)
purchases a CareMatters Il policy with a 6-year
benefit and 3% U.S. Medical Inflation (3% compound
inflation would be the same cost). She will pay
premium to attained age 100. The premiums for her

policy are as follows:

pranedase | on 2018 2019 Life insurance premium $1,392
tax year LTC rider premium 14
40 or under $410 $420 $420 LTCEB rider premium $314
41-50 $770 $780 $790 Inflation rider premium $1,653
51-60 $1,530 $1,560 $1,580

61-70 $4,090 $4,160 $4,220 Total premiums due for the policy $3,500
71+ $5,110 $5,200 $5,270 Total LTC premiums paid $2,108

FOR ADVISOR EDUCATION USE ONLY — NOT FOR USE WITH CONSUMERS




Health Savings Accounts LTC Insurance

* HSA owners can use funds to pay LTC premiums — subject to age based limits

* Way to pay LTC premiums with pre-tax dollars
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Tax Advantages of LTC Insurance — 1035 Exchanges

* Clients with existing Life policies may be eligible for tax free exchanges of coverage

To Life Insurance

with or without a

LTC Rider; or Life
insurance based
Linked Benefit LTC

To an Endowment Te Annuity based To a Traditional LTCi
Contract LTC Coverage policy

From Life Insurance
with or without a
LTC Rider; or Life Yes Yes Yes Yes
insurance based

Linked Benefit LTC

From an Endowment
Contract

No Yes Yes Yes

From Annuity based

LTC coverage No No Yes yas
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Use IRA distributions to fund CareMatters

Qual.
assets

Female age 60, non-
smoker/good health - 1
Carves out $100,000 to
purchase IRA SPIA

10%

TC Benefits for
6 years —

5 $475,188

Monthly tax-free Death Benefit
LTC Benefit $158,396

Qualified
assets

$6.600 Polic
Annual Benefit . y_
$79.200 paid up in
’ 10 years

4

LTC benefits may be taxable under certain circumstances; Client must meet all claims qualifications before LTC benefits can be paid
10-year term-certain option, purchase payment of $100,000, rates as of 01/28/19..
This strategy should only be used for individuals at least age 59 ¥ to avoid early withdrawal penalties.
Term certain payouts to owners under the age of 59 % do not comply with IRC Section 72T because payments are not based on life or life expectancy.




IRA distributions to
fund CareMatters......
Potential Outcomes

* Helps protect portfolio from depletion due to LTC expenses

* Tax management

* |f death occurs prior to the CareMatters policy being paid up.......

M A




Do you have to use Qualified Funds?

CareMatters II can be purchased with many types of assets and income — often

directly with a single premmum or shorter pay period

Asset or income to look for Any Peak Inc. Pre-retirees Retirees

Age 40-55 55-67 62 plus

CDs that are maturing

Recent inheritance

Bonds maturing or that are called

Excess annual liquidity

- % %

Peak earner with excess income

Proceeds from selling a business

M 2 2 % X X%

Income from assets not needed

Annuities not needed for incomel

Sale from downsizing/selling home

Low yielding asset

Roth IRA funds not needed?

Social Security not needed

X | 2 % % % % X%
e dib B S o b S B o

110% penalty applies to any taxable gain withdrawn prior to age 59 Yz
ZIRA account must be in place at least 5 years, and to avoid penalties on distributions, the account owner should be at least 59 ¥ years old




LTCI Partners Product Offerings

Traditional LTC Linked Life/LTC Plans Plans for employer groups
(extension of benefit riders)

Mutual of Omaha Nationwide Mutual of Omaha
Transamerica Lincoln Financial Transamerica
National Guardian Life OneAmerica National Guardian Life
Thrivent Financial Pacific Life LifeSecure

Mass Mutual Securian
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LTCI Partners Services

www.ltcipartners.com

ADVISE IMPLEMENT SERVICE

* Policyholder service and

Fact-finding * Virtual point-of-sale-support
support

Field underwriting = Application fulfillment service

Plan design consulting = Case management * Rate increase consulting

Product recommendation
Competitive analysis
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