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Pre-Retiree Introduction Seminar
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consequences thereof. All persons are cautioned lo seek necessary legal, accounting, insurance and financial services only from
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YOUR MONEY

Balance Sheet

Assets Liabilities

- Copyright @ 2615, Waalth Building Cornerstonas, LLC

Let’s start this discussion off with a question and that question is, “why does anybody
spend time thinking about their finances? Why do they spend time trying to figure out
how much money they should be saving and if it’s properly allocated? The answer is
because everybody has wealth.



YOUR MONEY

Objective:
Balance Sheet - Build as big as possible
Assets Liabilities
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Their objective is to try to build that wealth as big as possible.



YOUR MONEY

Objective:

Balance Sheet » Build as big as possible

Assets Liabilities How:
« Higher rates of return?
D * More risk?
e B « “Better” products?

Comerstones”
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When most people think about doing this, what do they think of? Trying to get a higher
rate of return? Taking more risk? Or the classic: is there a better product out there?



YOUR MONEY

Objective:

Balance Sheet » Build as big as possible

Assets Liabilities How:
+ Higher rates of return?
T | T + More risk?
N N TV » “Better” products?

Having an efficient overall strategy
is the key; it all starts herel '
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None of this matters if we don’t have the right overall strategies in place to begin with.



YOUR MONEY

Equipment and Tools vs. Skill and Technique
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Think of it like this: Would you rather have the skill and technique of a professional
mountain climber or their equipment and tools? Which one is harder to come by?

It is the skill and technique, because | can get the equipment and tools pretty much
anywhere.



YOUR MONEY

Equipment and Tools VS. Skill and Technique

Products VS. Stratégy o
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The same is true in the financial world. The products are just the equipment and tools:
they all have different attributes and they all have different purposes. The key is having
a process, or skills and techniques, to combine those different products or tools
together to create efficiency.



Why is Your Strategy so Important?

We all only have a finite amount of money...we have to be
efficient with it in the short time we have.

Inefficiencies cause major losses to occur.

These losses can be reflected in:

- lower current lifestyle

- lower retirement income
- inadequate protection

- loss of financial control
- financial vulnerability

- higher taxes and fees

- less benefits

Capyriginl @ 2615 Wealth Building Cornarstones, LLC

Why is our process so important? It's because we all have a finite amount of money to
work with so we have to be as efficient as possible. Inefficiencies cause major losses to
occur. These losses are reflected in the things we see here which include; lower current
lifestyle, lower retirement income, inadequate protection, loss of financial control,
financial vulnerability, higher taxes and fees, and less benefits.



How Significant is Efficiency?

An individual might be able to create $75,000/year (1 unit)
of retirement income based on current savings with an
inefficient process.

The same individual could create $125,000/year of
retirement income with an efficient process using the same
amount of savings.
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How significant is efficiency? The answer is very significant. For example, an individual
might be able to create seventy-five thousand dollars a year of retirement income
based on current savings with an inefficient process, while that same individual could
create a hundred-twenty-five thousand dollars a year of retirement income for
themselves in the future with an efficient process using the exact same amount of

savings. -



Cornerstones Blueprint™
~ » Protection (Your Safety Shield) o

Protection

Protection

Protection
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As part of an efficient financial process, we have two areas that we have to pay
attention to. One is our protection, or our safety shield....
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Cornerstones Blueprint™

+ Protection (Your Safety Shield)
» Wealth Building

Protection
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...and the second is wealth building. Both of these areas are equally important in our
financial lives. And whether we are talking about financial protection or wealth
building, we have to take a “begin with the purpose in mind” approach. We have to
understand the purpose of why we are doing certain things, and then apply that
understanding to the actions we take today. For example, if we are talking about long
term wealth building, “how does somebody define economically, the two areas for
efficient long term wealth building?”
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c) What is the underlying premise for all long
e term savings anybody does?

Capyroht ©2015 Waalth Building Cornerstenas, LLC

The only way somebody would know what these areas are, is if they asked themselves,
“What is the underlying premise for all long term savings anybody does?”
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term savings anybody does?

What is the underlying premise for all long
®

Why are you giving up current enjoyment
of your income?
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In other words: Why are you giving up current enjoyment of your income?
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What is the underlying premise for all long
@

term savings anybody does?

Why are you giving up current enjoyment
of your income?

q TO HAVE AN INCOME STREAM IN
RETIREMENT
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And the answer is to have an income stream in retirement.
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What is the underlying premise for all long
[}

term savings anybody does?

Why are you giving up current enjoyment
of your income?

Q_ TO HAVE AN INCOME STREAM IN
RETIREMENT

It only makes sense then to understand how retirement
income streams work so that we can direct the savings
we are doing today in ways that seek to give us the
highest income when we retire.
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It only makes sense then to understand how retirement incomes streams work so that
we can direct the savings we are doing today in ways that seek to gives us the highest
income when we retire.
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What is the underlying premise for all long
° term savings anybody does?

Why are you giving up current enjoyment
of your income?

Q TO HAVE AN INCOME STREAM IN
RETIREMENT

It only makes sense then to understand how retirement
income streams work so that we can direct the savings
we are doing today in ways that seek to give us the
highest income when we retire.

In other words, how retirement income streams work
economically define how to allocate our savings today.
The sooner you get on an efficient path the greater impact
you may have on the results. '

Yy
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In other words, how retirement income streams work economically define how to
allocate our savings today and the sooner we get on an efficient path the greater
impact you may have on the results.



‘'What is the objective?
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Think of it like climbing a mountain. If you're going to climb a mountain, what’s the
objective? Is getting to the top the objective?
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What is the objective?
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Or is really getting to the top then making it back down safely the ultimate objective?
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What is the objective?

= WheeliS .
This is one continuous journey. There are 2 rates that make up everyone's Retirement Income
(both are equally important):
1) Accumulation Rate
2) Distribution Rate
Understanding how retirement income streams work (distribution) defines how to pack your bag
in Pre-Retirement. Begin with the end in mind.
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This is a metaphor for our financial lives. Getting up the mountain is our Pre-Retirement
Accumulation phase and getting back down the mountain is our retirement/distribution
phase.



What is the objective?

"\\tku p % B 3 s AT N
This is one continuous journey. There are 2 rates that make up everyone's Retirement Income
(both are equally important):
1) Accumulation Rate
2) Distribution Rate
Understanding how retirement income streams work (distribution) defines how to pack your bag
in Pre-Retirement. Begin with the end in mind.
If you were going to climb a mountain would you get a guide? What if the guide said to you that
they were pretty sure they can get you to the top of the mountain but they weren’t sure how yo
were going to get back down? Would you use that guide or find a different one? .

:_E‘.opyr'rghl-i‘.?mi Wealth Building Cornerstonas, LLC o v

The key is that this is one continuous journey.

When we are talking about long-term wealth building, we have to understand how
both sides of the mountain work. In other words, how retirement income streams
work, getting down the mountain, economically defines how to be packing our bags in
pre-retirement.

Without understanding how retirement income streams work it is very difficult to get
any sense of what we should be doing with our money in pre-retirement since there

are two rates that make up everybody’s retirement income. Their accumulation rate:
getting up the mountain and the other is the distribution rate, getting back down.

If you were going to climb a mountain would you get a guide? What if the guide said to
you that they were pretty sure they can get you to the top of the mountain but they
weren’t sure how you were going to get back down? Would you use that guide or find a
different one?

Let’s say you’'re a retiree at the top of the mountain entering retirement. There are
typically two questions that go through people’s minds at this point: 1. How much
money do | need to live on every year? 2. Can | draw this much from the assets I've
built without running out of money?
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At the top of the mountain we are now each individually going to have to face these
retirement income questions.
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Retirement Planning Used to be Easier o
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Back when pension plans were the norm, retirement planning for individuals used to be
more automatic. Pension plans put the responsibility of providing you retirement
income in the hands of your employer, typically your pension amount was comparable
to a good percentage of your salary. Pension plans automatically took into account both
the accumulation of money and the distribution of it for retirement income.
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Around the 1980’s, things started to change significantly. As retirement plans (like
401k’s) were introduced, they started to become the norm. These types of plans meant
employees became more responsible for providing retirement income for themselves.
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401k type plans focus mainly on accumulation of money and not on distribution. When
used alone they may be very inefficient for creating retirement income streams later.
For example, to avoid potentially running out of money in retirement, financial research

recommends withdrawing only 3-4% from these types of invested Retirement Assets
every year to live on.



3-4% Rule

$5 MMUWAON

441,000,000
AT RETREMENT
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These relatively low distribution rates can be problematic. Think about it, you'd need
$1,000,000 at retirement to create just $30-40,000/yr of retirement income. What
about adding inflation to your current income? $100,000 of income today needs to be
$180,000 in 20 years at 3% inflation to maintain spending power. This would require
the accumulation of approximately $5 million by retirement time. How feasible does
this path sound running your own numbers? Is this the path you would want to stay on
if you had a choice?
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30 Year Old Example

Current Income = $100,000/yr
Age 65 Inflation (3%) Adjusted Income = $281,386/yr

Current Retirement Account Balance = $50,000
Current Annual Savings to Retirement Account = $10,000

Future Value Calculator

Future Value Calculator

ficcount | Presentvaie [ Annual Savings | Humber of Years | Annualinterest [ Future Value
eirement Acct 50000 |10000 |35 {0.06 11,565,513

3-4% Age 65 Retirement Income = 546,965 - $62,620/yr

: | Ay Woolth Bulidin
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Let’s look at a hypothetical example of a 30 year old scenario with current income of
$100,000/yr. With inflation of 3% over 35 years the inflation adjusted income in the
future would need to be around $281,386/yr. Assuming a current retirement account
balance of $50,000 with $10,000/yr savings growing at 6% gives a balance at age 65 of
$1,565,513. Multiplying the balance by a 3-4% income rate produces a retirement
income between $46,965 - $62,620/yr. How feasible does this path sound?
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40 Year Old Example

Current Income = $150,000/yr
Age 65 Inflation (3%) Adjusted Income = $314,067/yr

Current Retirement Account Balance = $400,000
Current Annual Savings to Retirement Account = $16,500

Future Value Calculator

Future Value Calculator

Account [ Prezeot Valua AnnusiSavings | Fumber of Years [ Annustinterest [ Fulure Value 1
Retrement Acct 400000 16500 125 106 182,676,320

3-4% Age 65 Retirement Income = $80,289 - $107,053/yr

Capyright @ 2015, Wealth Building Cornarstones, LLC Hypothetical illustration may not be used to predict or project investment results. Vtmm )

Let’s look at a hypothetical example of a 40 year old scenario with current income of
$150,000/yr. With inflation of 3% over 25 years the inflation adjusted income in the
future would need to be around $314,067/yr. Assuming a current retirement account
balance of $400,000 with $16,500/yr savings growing at 6% gives a balance at age 65 of
$2,676,329. Multiplying the balance by a 3-4% income rate produces a retirement
income between $80,289-107,053/yr. How feasible does this path sound?
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50 Year Old Example

Current Income = $200,000/yr
Age 65 Inflation (3%) Adjusted Income = §311,593[yr

Current Retirement Account Balance = 51,250,000
Current Annual Savings to Retirement Account = $20,000

Future Value Calculator

Future Value Calculator

Account | Preseni Valua [ Annuel Savings ; | Number of Years == [ Future Value
Retirement Acct 1250000 |20000 {15 106 183,489,148

3-4% Age 65 Retirement Income = $104,674 - $139,565/yr

Copitight @ 2045 Waalth Bullding Cornerstonas, LLC Hypothetical illustration may not be used to predict or project investment resulls.

Let’s look at a hypothetical example of a 50 year old scenario with current income of
$200,000/yr. With inflation of 3% over 15 years the inflation adjusted income in the
future would need to be around $311,593/yr. Assuming a current retirement account
balance of $1,250,000 with $20,000/yr savings growing at 6% gives a balance at age 65
of $3,489,148. Multiplying the balance by a 3-4% income rate produces a retirement
income between $104,674-5139,565/yr. How feasible does this path sound?
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Distribution Rates

rm—
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See, the problem in many cases isn’t the accumulation of money in retirement plans,
but rather the low distribution rate we could be on track for if that’s all we do. What if
today you could put yourself on a path that provides higher distribution rates from the
retirement assets you’re accumulating?
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Distribution Rates

How could you do this without higher probabilities
[ ]

of running out of money?

LLC
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How could you do this without higher probabilities of running out of money?
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.@ Two Economic Powers® Approach

1. Interest Rates/Rates of Return
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The Two Economic Powers™ Approach can enable us to do this. See, the first economic
power we all have to work with is the Interest Rates/Rates of Return power which can
be a good accumulator of money.

30



g Two Economic Powers® Approach

1. Interest Rates/Rates of Return

2. Actuarial Science
Definition: A discipline that assesses financial risks in
the insurance and finance fields using mathematical and
statistical methods. Actuarial science applies the
mathematics of probability and statistics to define,
analyze and solve the financial implications of uncertain
future events... Life insurance and pension plans are
the two main applications of actuarial science.
(Source: www.investopedia.com)
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The second economic power is Actuarial Science which can be a good distribution
power. These powers were meant to work together in proper balance.
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Two Economic Powers® Approach

—

Interest Rates/Rates of Return

2. Actuarial Science
Definition: A discipline that assesses financial risks in
the insurance and finance fields using mathematical and
statistical methods. Actuarial science applies the
mathematics of probability and statistics to define,
analyze and solve the financial implications of uncertain
future events... Life insurance and pension plans are
the two main applications of actuarial science.
(Source: www.investopedia.com)

Many people used to get both powers incorporated into their
long term wealth building for Retirement Income by default
through Defined Benefit Pension Plans. As Defined

Contribution Plans (401k, 403b, etc.) became more popular,

fewer and fewer people have Defined Benefit Pension Plan

Read Slide.
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Who bears the risk of Accumulation and
Distribution for an employee’s retirement
income under a Defined Benefit plan? The
employer or employee?

Read Slide.
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Who bears the risk of Accumulation and
Distribution for an employee’s retirement
income under a Defined Benefit plan? The
employer or employee?

The employer

B o

Read Slide
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Who bears the risk of Accumulation and
Distribution for an employee’s retirement
income under a Defined Benefit plan? The
employer or employee?

The employer

Who bears the risk of Accumulation and
Distribution for an employee’s retirement
income under a Defined Contribution plan?
The employer or employee?

Read Slide.
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Who bears the risk of Accumulation and
Distribution for an employee’s retirement
income under a Defined Benefit plan? The
employer or employee?

The employer

Who bears the risk of Accumulation and
Distribution for an employee’s retirement

income under a Defined Contribution plan?

The employer or employee?

The employee

Read Slide.
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Two Economic Powers® Approach

There is a major transfer of risk/responsibility from the employer to the employee whén_
you have a Defined Contribution Plan versus a Defined Benefit Plan. Very little

education has been given to individuals regarding what they must now do to provide for
themselves.

- Capyright ® 2015 Waalth Building Cornarstenes, LLC

Read Slide.
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Two Economic Powers® Approach

There is a major transfer of risk/responsibility from the employer to the employee when
you have a Defined Contribution Plan versus a Defined Benefit Plan. Very little
education has been given to individuals regarding what they must now do to provide for
themselves.

Equally important is that not only was there a transfer of risk/responsibility that
occurred, but in a Defined Contribution Plan the employee is no longer getting both
economic powers by default... they are getting the Interest Rates/Rates of Return
power, but they must now seek out and understand how to incorporate the Actuarial
Science power as they are not getting it by default. :

Cep;ri‘,’;h[_\gzm 8, Waalth Building Cornerstonas, LLC

Read Slide.
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Two Economic Powers® Approach

There is a major transfer of risk/responsibility from the employer to the employee when
you have a Defined Contribution Plan versus a Defined Benefit Plan. Very little
education has been given to individuals regarding what they must now do to provide for
themselves.

Equally important is that not only was there a transfer of risk/responsibility that
occurred, but in a Defined Contribution Plan the employee is no longer getting both
economic powers by default... they are getting the Interest Rates/Rates of Return
power, but they must now seek out and understand how to incorporate the Actuarial
Science power as they are not getting it by default. - '

These powers were meant to work together in balance and coordination to achieve
efficient results.

Cappright © 2615 Wealth Bullding Comerstones, LLG : : ym

Read Slide.
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Two Economic Powers® Approach

streams from the assets we've built:

- Guarantees occur at the time a product is purchased that provides those guarantees, and at that time the guar based on the claii ying.
abllity of the Issulng campany. do not apply toi or account values, Past performance is no guarantee of fulure results.
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When we reach retirement there are 2 global options for generating retirement income

Read Slide.

40



Two Economic Powers® Approach

When we reach retirement there are 2 global options for generating retirement income
streams from the assets we’ve built:

1. Exchange/Trade your money

Guarantees occur at the time a product is purchased that provides those guarantees, and at that time the guarantees are based on the claims paying

_ abillty of the Issuing company. Guar do not apply to or account values. Past performance is no guarantee of future results. - "mm
& Comerstoncs
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1. Exchange/Trade your money. Basically in this option you would be taking money you
have at retirement time and exchanging it with an insurance company for a guaranteed
income stream. One example of this would be taking your lump sum at retirement time
and giving it to an insurance company in exchange for an income annuity that provides

lifetime income to you.
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Two Economic Powers® Approach

streams from the assets we've built:

1. Exchange/Trade your money
2. Invest your money

Guarantees occur at the time a product is purchased that provides those guarantees, and at that time the guarantees are based on the claims paying S
 ability of the Issuing company. do not apply to f or accaunt values. Past performance is no guarantee of fulure results.
Coppright © 2015, Wealth Building Cornerstonss, LLC

When we reach retirement there are 2 global options for generating retirement income

If we choose not to exchange/trade our money at retirement time then the other

global option is to invest our money to try to generate retirement income.
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Two Economic Powers® Approach

When we reach retirement there are 2 global options for generating retirement income
streams from the assets we've built:

1. Exchange/Trade your money
2. Invest your money

If we don't incorporate Actuarial Science we can be relegating/defaulting ourselves to
the 3-4% income rate problem. When we incorporate Actuarial Science along the way
we put ourselves on a path that can potentially provide higher retirement income rates
from the assets we’ve built. The balancing between these economic powers
(Cornerstones) is the key... Having too much of either can make you less efficient.

~ Guarantees occur at the time a product is purchased that provides those guarantees, and at that time the guarantees are based on the claims paying
ability of the Issuing company, Guarantees do not apply to investment performance or account values. Past performance isno guarantee of future ragults. mm
Cepyight 2015, Weaith Bullding Cornarstonas, LLC } ?W A

Read Slide.



Two Economic Powers® Approach  ‘

When we reach retirement there are 2 global options for generating retirement income
streams from the assets we’ve built:

1. Exchange/Trade your money
2. Invest your money

If we don't incorporate Actuarial Science we can be relegating/defaulting ourselves to
the 3-4% income rate problem. When we incorporate Actuarial Science along the way
we put ourselves on a path that can potentially provide higher retirement income rates
from the assets we've built. The balancing between these economic powers
(Cornerstones) is the key... Having too much of either can make you less efficient.

When you balance the economic powers (Cornerstones) along the way you get both
retirement income options: 1) Exchanging/Trading (Covered Assets) or 2) Investing
(Volatility Buffer) to choose from or combine together at retirement time to potentially
provide higher overall retirement income. . -

Guarantees occur at the time a product is purchased that provides those guarantees, and at that time the guarantees are based on the claims paying
ability of the issuing company. Guarantees do not apply to investment performance or account values. Past performance is no guarantee of future results. q
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Read Slide.
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Two Pre-Retiree Wealth Building Questions

1) How much do | need to save?

2) Where do | need to put it?

Copyhight 2016, Weaith Building Cornerstones, LLC

Many pre-retirees have the same two questions: How much do | need to save? and
Where do | need to put it? Without having a frame of reference for how retirement
income streams work it can be very hard to economically answer those questions and
can leave people confused as to what they should be doing.
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What is the objective?

This is one continuous journey. There are 2 rates that make up everyone’s Retirement Income
(both are equally important):

1) Accumulation Rate

2) Distribution Rate

Understanding how retirement income streams work (distribution) defines how to pack your bag
in Pre-Retirement. Begin with the end in mind.

If you were going to climb a mountain would you get a guide? What if the guide said to you that
they were pretty sure they can get you to the top of the mountain but they weren’t sure how you
were going to get back down? Would you use that guide or find a different one?

. Capyright @ 26015, Waaith Building Cornarstones, LLC

So what we do with the clients we work with is go through how retirement income
streams work and run their own retirement income calculations so they can see how
their actions today impact their retirement income options later. When running these
calculations we hold variables such as annual savings, interest rates, tax rates, etc.
constant between your current age and retiremenit age so we can compare the
hypothetical results of the different strategies based on how we allocate your annual
savings between the economic powers along the way. The comparative differences can
be significant. This helps you economically define how much you need to save and
where you need to put it as you accumulate money in pre-retirement.
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Cornerstones Blueprint™

» Protection (Your Safety Shield)
» Wealth Building

Protection

Protection Protection

Annual Savings
£

i

i

Wealth Building Wealth Building Wealth Building
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So, as part of this process, we take a look at both your protection and wealth building
to make sure they are working properly together, taking that “begin with the purpose in
mind” approach when we are discussing both pieces.
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Get off the default path of low distribution
rates and begin planning for your retirement
income today.

Read slide.
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