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Wrapping Risk
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Sustainable Spending in
Retirement




Private Sector Workers w/DB Pension Only
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Social Security - Impact of Declining Fertility

Declining ratio of working-age adults supporting one Social Security retiree.
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3-Legged Stool
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Why is this Important?

Primary Risks in Retirement

| —
1. Longevity Risk N
« Market Risk -> Sequence of Returns &
« [nflation

« Personal Spending (Health, etc.)
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Longevity Risk

45%

chance that at least one of
a couple of 69-year-olds in
excellent health will live to
age 9.

(source: American Academy of Actuaries Longevity lllustrator:
https://www.longevitvillustrator.org/, accessed 3/8/22).
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https://www.longevityillustrator.org/

Sequence of Return Risk Illustrated

Policy Value
Year
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Investor Blue retires at the beginning of an up market

$103,000 $109330 §124009 $136371 $147,725 §156031 $168,195 $178332 §1B5E16 $190,106 $177507 §158.207 $129557 S1IE7TAI §105,944
1 2 #l 4 5 E 7 ] 9 10 11 12 13 14 15

1 2 3 4 5 ] 7 8 9 10 1 12 13 14 15
§90,000 STRE00  BEZEED  BRZ.BAV  §ARSM  B42878  $40816  $304B8  §3BEZ3  §IVIM B3GEDY 8060 §3RE13 BIVEG0  F35H8I

Investor Green retires at the beginning of a down market

RetireOne

Investor Blue
has $105,944
in year 15

Investor Green
has $35,889
in year 15

e

Please note that the hypothetical
illustration does not represent the
results of an actual investment. It does
not reflect any investment fees,
expenses or taxes associated with
investments. An average annual return
of 4% is reflected for both investors.
Annual withdrawals of $5,000 are taken
at the end of each year.




Traditional Income Strategies



Traditional Retirement Income Frameworks

Dividends + Buckets Bond Ladders
Interest
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William Bengen's Seminal Research

2- and 10-Year Treasury Yields (Jan. 3)
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—72-Year Treasury —=—10-Year Treasury

® 50% Stocks
50% Intermediate-Term Treasuries
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Unbundling

Contingent Deferred Annuity




The Unbundled Solution - Wrapping Risk

RetireOne




Structure

Asset Management - from
established fund managers.
Think Dimensional, Vanguard,
BlackRock, etc.

Risk Management from an
A+ rated insurance company

Technology that wraps it
together with the Portfolio
Retirement Income
Guarantee
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How it Works

= COVERED ASSET VALUE

account balance

===+ COVERAGE BASE

amount used to calculate the guaranteed withdrawal

I COVERAGE AMOUNT

guaranteed withdrawal amount

‘I Initial Contribution

» Assets invested in mutual funds and ETFs
« Initial Coverage Base calculated

g . . ]
Step-ups Can Continue During Withdrawals
* Step-ups are automatic and permanent

* Coverage Amount will never decrease as long as the account has not

Lock-in; Withdrawals begin
» Calculated using your highest Anniversary value
= Assets remain invested in custodial account

been subject to excess withdrawals. Please see prospectus for details.

Lifetime

Payments from Insurance Company Begin
» Covered Asset Value now $0
* Guaranteed income payments from the insurer

For illustration purposes only. Withdrawals illustrated in annual increments.
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Sequence of Return Risk Protection

« Since establishing a floor of coverage, can potentially raise risk budget to:
« Protect spending power (inflation)
« Have benefit pay for itself

« |f client portfolio performs well enough in “fragile decade” can sever and remove
any fee drag from certificate
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CDA vs. Other Insured Income Strategies



What is an Annuity?

« An annuity is insurance, not investments, though may have investment component

o Like other forms of insurance, there are costs.
« [mplicit and explicit

* Risk management

» Only insurance companies can offer:
« Stand-Alone Tax deferral
« Guarantees
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Annuitization

_—
= M === = E
o=
Benefits Drawbacks
* Guaranteed * No growth (not investment)
* Favorable taxation * No ‘account value’
* Customizable payout option * [lliquid
* Behavioral ‘buttress’ * Not a billable asset
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Annuitization Stats

25-50% 10%

DB Plans Annuitized* DC Plans Annuitized

*Of those plans that offer a choice between receiving benefits as a lump sum or as an annuity.
Source: National Bureau of Economic Research (https://www.nber.org/aginghealth/2013no1/w18575.html)
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Riders (GLWB})

$ === ==

Benefits Drawbacks

* Guaranteed M&E + additional rider fee + other potential fees
LIFO tax treatment

Investment option limitations + Costs

* Tax-deferred growth potential

 Behavioral ‘buttress’

e Liquid* Advisor/Client Experience

* Trackable account value Can lose value
* Potential step up in benefit base
* Inheritable

 Billable w/out taxable event (if advisory)
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Contingent Deferred Annuity - CDA

Benefits

Guaranteed

Tax-deferred growth potential
Behavioral ‘buttress’

Liquid*

Trackable account value
Potential step up in benefit base
Inheritable

Billable w/out taxable event (if advisory)

Drawbacks
* (Certificate Fees

* (Can lose value

$® ====c=

Cover approved ETFs/Mutual Funds in IRAs, Roths, or Taxable

Accounts
Can be turned off or on

Flexible tax treatment
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CDA Fees

A CDA can be 30% less expensive than a typical no-load variable annuity with a Guaranteed
Living Withdrawal Benefit.

Contingent Deferred Annuity Lowest-Cost Fee-based Variable Annuity
Single Life Income benefit of 5.0% at age 65. Income benefit of 4% at age 65.
 MGE 0% | M OMBE [ 3% |
Insurance Cost 1.559/,  Ofinitalinvestment® Insurance Cost 1.40%  ofbenefit base*
i i 0 Vari lightly bet
AvgFund Expense  .15%  Varics lishtly between Avg Fund Expense  .80%  [oEs e Pereer

TOTALFEE [170% | | TOTALFEE  2.50%

*Insurance cost is set at a value established at 1.65% of the initial investment value. Should the value of your portfolio increase the fee remains locked at that starting value.
**Insurance cost on a typical Protective Fee-based VA is set as 1.4% of the benefit base. Your fee can go up, should the value of your benefit base increase.
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Knowledge Check

Unbundling insurance from underlying investments allows the CDA to cover assets
in which accounts?

Check all that apply
A. IRAs

Taxable Brokerage Accounts
401(k)s

Roth [RAs

403(b)s
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Knowledge Check

What kinds of investments may be covered by a CDA in those accounts?

Check all that apply
A. Approved Stocks

proved Bonds

proved Mutual Funds

m ©O O o

A
Approved ETFs
A
A

nproved Crypto assets
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Case Study



Meet Donna

Donna is 58. She’s highly educated, and in
excellent health. According to data from The
American Academy of Actuaries she may need
to plan for a retirement that's twice as long as
her grandmother’s.

She’s concerned about how much she can
safely spend in retirement, and fears running
out of money.
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Donna’s Lifetime Income Need

Donna, aged 58, nearing the fragile decade, with S600k of retirement savings.

O
0\
i 40k — Sk = g5k
5 8 Annual pre-tax income target Social Sﬁﬂg! * other Additional income need
Current age
SI5k o= 3% = S300k
6 6 Additional income need : Single life income benefit Annuity investment

Retirement age

*If the investor’s account grows from age 58 - 65, the remaining portfolio for additional investment also increases.
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S300k*

Remaining portfolio
for additional
investment




Step 1 - Create Model Portfolio + Fund

Covered Asset Value $300,000

Coverage Base $300,000

Certificate Fee $4,650

Age 58 Certificate Fee as % of CB 1.95%

C%lrrllgfll?};tlfeeF(ngv?rsggo Asset Allocation 15/25
Tax Type: Non-Qualfied e o .

- VXUS 15%

-BND 25%
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Step 2 - 8-Year Deferral Period + Lock in Income

Covered Asset Value $426,000

Coverage Base $521.000 /’
Certificate Fee $4.650
(]
Age 66
Single Life Coverage Coverage Amount $26,000
ifi . 0
?airt%gggt?\lgﬁeghggéa Certificate Fee as % of CB 0.95% .
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Step 3 - Step Ups Can Continue

Age 17
Single Life Coverage
Certificate Fee: 1.55%
Tax Type: Non-Qualfied

Year 14
Covered Asset Value $466,000
Coverage Base $521,000
Certificate Fee $4,650
Coverage Amount $26,000
Certificate Fee as % of CB 0.95%
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Step 4 - Covered Asset is Drawn to Zero

Covered Asset Value S0
Coverage Base $521,000 M\
Certificate Fee N
(]
. Age 36 Coverage Amount $20,840 - $26,000
Single Life Coverage
tificate Fee: 1.55%
TcairTng:: ?\loﬁ?ngl?ie(:j Certificate Fee as % of CB 0% .
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Knowledge Check

When does the insurance company begin writing checks directly to the CDA owner?

When the owner ‘turns on’ income.

When the covered asset reaches the high-water mark.

When the covered asset is drawn down to zero.

Never to owners. Only beneficiaries upon death of the owner.
Immediately, when certificate/contract is issued.

RetireOne



RIA Case Study
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Key Take Aways - Insured + Unbundled

INSURED: CDAs guarantee income payments for life, even after covered assets are exhausted.
« Sequence of Returns risk insurance

« Longevity Insurance

« Protected income allows for greater risk budget in covered assets (and remaining portfolio)

UNBUNDLED: Insurance has been unbundled from the covered assets. Can "wrap" taxable brokerage
accounts, IRAs and Roth IRAs.

» Choose your tax treatment
» Covered assets managed on your platform
« BYOM - bring your own models/funds (but must be approved)
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“A good retirement is a comfortable standard of living, which is measured by the
amount of sustainable lifetime income received, and not by the size of the
accumulated ‘pot.” Significant numbers of Americans retire today without the
reassurance of an adequate pension. New and innovative lifetime-income solutions
will be critical for addressing the looming retirement planning crisis. A well-designed
Contingent Deferred Annuity offers new and flexible ways to create guaranteed
lifetime income directly from IRAs, Roth IRAs, and brokerage accounts.”

--Robert C. Merton, Nobel Laureate in Economic Sciences and Resident Scientist at Dimensional Holdings.

RetireOne




Securities offered through EF Legacy Securities, LLC (EFLS). EFLS is a member of FINRA/SIPC, registered in all 50 states and is a licensed insurance agency
(resident KY license no. DOI-896601). In CA, EFLS is doing business as EF Legacy Insurance Agency LLC (nonresident license no. 0L01472).

Non-registered insurance products are sold by RetireOne, Inc. (RetireOne), a licensed insurance agency (resident KY license no. DOI-778494). In CA and AR,
non-registered insurance products are sold by Aria Retirement Solutions, Inc (Aria). In CA, Aria is doing business as Aria Insurance Solutions, Inc., (nonresident
license no. 0H44773).©2022 RetireOne, 222 S. First St. Suite 600 Louisville, KY 40202

FORM #20220325-EFLS-A034. FOR FINANCIAL PROFESSIONAL USE ONLY. NOT FOR CONSUMER USE.
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Advisor Solutions Team

RetireOne

222 South First Street
Suite 600

Louisville, KY 40202

° www.RetireOne.com
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