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Lifetime living benefits

What is a lifetime living benefit?

- A lifetime living benefit is a systematic withdrawal that is

guaranteed by the insurance company to be paid even if the annuity
account value runs out of money

o The insurance company charges a fee (an insurance premium) to
provide this guarantee

o All withdrawals first come from the policyholder's account value

o Theinsurance company only pays out of its pocket if withdrawals,
market performance and fees cause the account value to go to down to
zero. Then and only then, does the “insurance” kick in.
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Lifetime living benefits

Lifetime living benefit example

- A lifetime withdrawal benefit can be thought of as
longevity insurance

o The policyholder pays an annual fee (premium) to ensure that the
systematic withdrawal payment will last as long as he or she lives
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Lifetime living benefits

How the income account grows

- Most living benefits create an income account that is used to
calculate the guaranteed income

o Thisincome base can also be referred to as an “income benefit base”,
‘guaranteed withdrawal account” or “guaranteed income account”

- The income account grows separately from the account value at a
specified rate, typically 5%
o Theincome account will grow even if the account value falls

o If the account value grows faster than the income account, the income
account will be increased periodically to match the account value
(referred to as a step up)
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Lifetime living benefits

How the income account grows — Different Methods

1. Income account grows at a specific rate for a set number of years
o Typically 5-6% for each of the first 10 years

2. Income grows at the same rate as the account value plus an
additional amount

o Found in fixed and indexed annuity designs

o Example: Account value grows at 3% so income account grows at
3% x 1.5

- Growth rates can be simple interest or compounded

- Income account will “step up” to the account value if it grows faster
than the income account
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Lifetime living benefits

Step up example

Rider Details Withdrawal Rates

—— RollUp  —— Step Up

Benefit Base

Initial Premium

Account Value

Cumulative Income

ACCUMULATION PERIOD INCOME PERIOD
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Lifetime living benefits

How the Payout Percentage Increases

- Allowable withdrawal percent increases as the policy owner ages
and/or the policy ages

At Age 60 At Age 65 At Age 70 After Age 50

: : Increases each year to age 90
% %
4.70 5.30 (at age 90+ the percentage stays at 7.70%)

If single annuitant 3.80%

_ . 0 9 Increases each year to age 90
% % %
b 3.10 4.00 4.60 (at age 90+ the percentage stays at 7.00%)
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Knowledge Check #17:

Which of the following is not true when you add a living
benefit to an annuity?

a. The policyholder is guaranteed an income for life even if the
account value goes to SO

b. The policyholder has to pay an extra fee

c. The income base is a sum of money that can be taken as cash

d. Any withdrawals first come from the account value
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Lifetime living benefits

The importance of a growing income account

- Variable annuities are subject to market risk — the income account
IS not

- Prevents income from fluctuating the same way the account
value fluctuates

- Provides increases in income account even if the account value falls

- Protects income against a drop in the stock market
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Lifetime living benefits

An example using SIMON's technology

Allocation Fund Performance Account Value Performance Custom 1Y 3Y 6Y 10Y Max
RIDER SELECTED: LifeGuard Freedom Flex Max with Annual Step-Up (Single)(5%) -
Contract Settings
Account Value
® Customized Portfolio Reselect Funds
September 12, 2017

$260,000 Benefit Base $180,511
Fund Name *Avg Volatility Allocation Account Value $191,484
Fund Manager | Net Fund Management Fee Return $260,000 +8.74% from January 3, 2017
JNL/American Funds Growth- ey . $240,000
Income 14.19% 11.27% ! 50
American Funds | 0.62% $220,000
UNLE/S&PIDIvidendlincomel&E

) o, | H $200,000

Growth 11.89% 11.20% | | 25!
FIAMLLC[0.35% | T

$180,000
JNL/WMC Balanced — .
Wellington Management Company, LLP 10.09% 6.98% ! 25 $160,000
fo413% ... . = . | =

$140,000
Clear Allocations Amount Allocated 100%

$120,000

*Non-Standardized Avg Return over 05/03/2010 - 02/08/2022
$100,000

P
Indicate Interest Confirm and Plot Allocation
2011 2013 2015 2017 2019 2021
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Lifetime living benefits

The potential power of the income protection

- Income account for previous example on March 23, 2020:
o 222,420

- Account Value:
o $162,599

- Systematic withdrawal percentage if income started then
(assuming 5% allowable withdrawal):

o 222,420 x .05=811,121
o $11,121/$162,599 = 6.84%
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Lifetime living benefits

Factors to consider with a variable annuity

- Investment Flexibility

o To protect the downside risk of the product, insurance companies will
place investment restrictions on any annuity that has a living benefit
attached

- Your view of the market

o Given any investment restrictions, how likely is it that the market sees
enough growth to increase the income beyond what was guaranteed in
a fixed indexed annuity?
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Lifetime living benefits

Fixed Indexed vs. Variable

Scenario: $100,000 deposit at 60, single life, income starts at age 70

Fixed Indexed Annuity Variable Annuity

- Income base grows at 6.5% simple - Income base grows at 5% simple
interest per year interest per year
o Income base after 10 yrs: 165,000 o Income base after 10 yrs:
: : _ 150,000
- Income on a single life at age 70:
. 5.15% - Income on single life at age 70:
o 4.75%

Min. Guaranteed Income: $8,498
Min. Guaranteed income: $7,125
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Lifetime living benefits

Fixed Indexed vs. Variable Analysis

- To get the same income on the variable annuity as the fixed
indexed, the income base must be 178,905 in year 10

- Account value would have to average 6% per year after taking into
account the 2.45% per year in contract and rider fees

o Variable annuity will likely have investment restrictions
- Require a specific % go into fixed income and/or a fixed rate account
- Limit the % that can go into equities
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Lifetime living benefits

Best practices for buying a living benefit: Rule #1

- Dont buy a living benefit if you're not sure you are going to use it
o The 0.75% - 1.5% annual rider fees will lower investment performance
o Adding the income rider may limit investment options

For illustrative purposes only. SIMON Platform functionality subject to change. This is not intended to be an offer or solicitation to purchase or sell any security or to employ a specific investment strategy. Securities products and services
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Lifetime living benefits

Best practices for buying a living benefit: Rule #2

- Don't take withdrawals prior to starting the income

o Any deferral credits added to the income base are typically until
‘income starts”. Most products define this as the first withdrawal, and
exercising the 10% free annual withdrawal would likely stop any future
income growth
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Lifetime living benefits

Best practices for buying a living benefit: Rule #3

- Avoid any excess withdrawals

o Excess withdrawals will reduce the income base, which will reduce the
remaining amount of lifetime income. In the extreme, the income base
could be reduced to the account value, and eliminate most of the
benefits advantages of the living benefit

- An annual 10% free withdrawal is likely to be an “excess withdrawal”
under the terms of the rider.
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Lifetime living benefits

Best practices for buying a living benefit: Rule #4

- Be very careful in a divorce situation

o Lawyers typically want to divide every asset in half. Most annuity
companies can do this only by processing a withdrawal equal to 50% of
the account value which would absolutely be an excess withdrawal, and

seriously impact any income guarantees.
- Give one party the policy in its entirety and give the other party an
asset of equivalent value.
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Knowledge Check #2:

Which is not a method to grow an income base?

a.Grow at a specific % per year (i.e., 5%)

b.The annual price increase of bitcoin

c. The income base “steps up” to the account value if the
account value is higher

d.The income base grows by the amount of the account value
growth times a specific amount (i.e. account value x 1.5)
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Knowledge Check #3:

What statement below is not true?

a. An excess withdrawal will cause an increase the allowable lifetime income
b. In general, the initial guaranteed income from an indexed annuity with a
living benefit will exceed the initial income guaranteed by a variable annuity
with a living benefit.

c. Most variable annuities will restrict your investment options if you add a
living benefit

d. You are far more likely to get a step up with a variable annuity than an
indexed annuity.
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SIMON Markets LLC

Disclosures

This confidential presentation (including any information which has been or may be supplied in writing or orally in connection herewith or in connection with
any further inquiries, this “Presentation”) regarding the SIMON Platform operated by SIMON Markets LLC ( “SIMON") is for informational purposes only. Material
and/or terms contained in the presentation are for discussion purposes only and do not impose a legally binding obligation on any party. By accepting this
Presentation, the recipient of this Presentation (the “Recipient”) acknowledges and agrees that all of the information contained in this Presentation is
confidential. No part of this material may be: (i) copied, photocopied or duplicated in any form, by any means; or (ii) redistributed without SIMON Markets LLC's
prior written consent.

The Presentation was not prepared with a view to public disclosure or to conform with any disclosure standards under any state, federal or international
securities laws or other laws, rules or regulations, and SIMON Markets LLC does not take any responsibility for the use of the information in this Presentation.
Neither SIMON Markets LLC nor any of its respective directors, officers, employees, personnel, affiliates, agents, advisors or representatives (collectively,
“‘Associates”) has verified, or will verify, any part of this Presentation, and neither SIMON Markets LLC nor any of its respective Associates makes any
representation or warranty, express or implied, as to the accuracy or completeness of the information in this Presentation or as to the existence, substance or
materiality of any information omitted from this Presentation.

Except where otherwise indicated, the information contained in this Presentation speaks as of the date hereof or as of the date at which such information is
expressed to be stated, as applicable. Neither SIMON Markets LLC nor any of its respective Associates assumes any responsibility to update or revise any
information contained in this Presentation or to inform the Recipient of any matters of which any of them becomes aware or which may affect any matter
referred to in this Presentation (including, but not limited to, circumstances, developments or events occurring after the date hereof or any error or omission
herein which may become apparent after this Presentation has been prepared). This material may include data from third-party data providers that SIMON
believes, but does not guarantee, to be accurate. SIMON considers this third-party data reliable, but does not represent that it is accurate, complete and/or up to
date, and it should not be relied on as such. SIMON shall have no liability, contingent or otherwise, to the user or to third parties, for the quality, accuracy,
timeliness, continued availability, or completeness or to update any data contained in this material nor for any special, indirect, incidental or consequential
damages which may be incurred or experienced because of the use of the data made available herein, even if SIMON has been advised of the possibility of
such damages.

This is not intended to be an offer or solicitation to purchase or sell any security or to employ a specific investment strategy. Securities products and services
offered by SIMON Markets LLC, a registered broker-dealer. Annuities and insurance services provided by SIMON Annuities and Insurance Services LLC. The
material provided is not and should not be considered a recommendation to purchase or sell any particular security or investment product.

The receipt of this Presentation by any Recipient is not to be taken as constituting the giving of investment advice by SIMON Markets LLC, or any of its
Associates, to that Recipient, nor to constitute such a person as a customer or client of SIMON Markets LLC or any of its Associates. Neither SIMON Markets
LLC nor any of its Associates is acting as your broker or advisor, or has any fiduciary or other duty to you, in connection with any business engagement. SIMON
does not provide tax, accounting, investment or legal advice, and the Recipient should make its own independent investigations and analyses of the SIMON
Platform and SIMON Markets LLC and its own assessment of all information and material provided, or made available, by SIMON Markets LLC, or any of its
respective Associates.
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