AV & Wealth Building
& Cornerstones-

Pre-Retiree Wealth Building #1 — WL — Version M

Think of this presentation as a story in chapter format. Chapter 1 is defining the purpose, Chapter 2 is
defining the problem, Chapter 3 is defining solutions, and Chapter 4 is Implementation leading into the
Cornerstones Calculator. You’re going to help the client understand the wealth building concepts that are
being discussed, and then show them how you can apply their own numbers to these concepts with the
Cornerstones Calculator. All of these chapters are important to do in order. You don’t want to go from one
chapter to the next without making sure the concepts discussed in the current chapter are understood.
This especially applies to Chapter 2. It is imperative someone recognizes the problem before going onto
the solution. There are key phrases and transitions that are very important to utilize when giving the
presentation. These key phrases and transitions are underlined and bold in the following script. You’ll also
see some italicized text/notes in areas of the script that explain the philosophy behind what the script is
saying.

Chapter 1: Defining the Purpose

SLIDE 01
Hello and welcome to the wealth building cornerstones presentation.

SLIDE 02

Wealth building begins with annual savings. After that, the question is “how do we allocate our annual
savings efficiently to hopefully get maximum results?” Economically, three areas are defined for
allocation. One is for short term wealth building and the other two are for long term wealth building.

SLIDE 03

The short term wealth building are liquid assets, things like checking accounts, savings accounts, money
markets and so forth for your emergencies, opportunities, security, and just overall peace of mind. The
question then is how do we economically define what these two long term areas are for wealth
building? And the only way we would be able to answer that question is if we asked this question.

SLIDE 04
What is the underlying premise for all long term savings anybody does?

SLIDE 05
Why are we giving up current enjoyment of our income?

SLIDE 06
The answer is to have an income stream in retirement.
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SLIDE 07
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 potentially gives us the highest income when we retire.

SLIDE 08
In other words, how retirement income streams work economically define how to allocate our savings
today. The sooner we get on an efficient path, the greater impact we have on the results.

SLIDE 09
Think of it like climbing a mountain. Is the objective to get to the top of the mountain?

SLIDE 10

Or is it really getting to the top of the mountain, and then making it back down safely? This is similar to
our financial lives. Getting up the mountain is our pre-retirement/accumulation phase and getting back
down is our retirement/distribution phase.

SLIDE 11

The key is that this is one continuous journey. There are two rates that make up everyone’s retirement
income stream later on and both are equally important. Their accumulation rate: getting up the
mountain and the other is the distribution rate, getting back down safely. Knowing how retirement
income streams work and then how distribution rates work, is the basis for understanding how to save
money in pre- retirement.

SLIDE 12

In other words, understanding how retirement incomes streams work defines how to pack your bag in
Pre-Retirement. If we don’t have an understanding of how retirement incomes streams work in pre-
retirement, we have no rhyme or reason as to how to allocate our savings today.

SLIDE 13

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?

We're going to go through a short exercise and transport you to the top of the mountain. You're a
retiree entering retirement. There are typically two guestions that go through people’s minds at this

point: 1) How much money do | need to live on? 2) How much can | withdraw without running out of
money? So everyone starts to do some mental gymnastics at this point to try to justify the amount of
income they want to pull from their assets as being sustainable. Many people’s first mental stop for
this is what we’ll call a constant rate of return theory, which we’ll discuss further momentarily.
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At the top of the mountain, it is critical to observe some rule changes that exist. In pre-retirement we

were putting money into our assets and in retirement we are now pulling money out of our assets, so

we’re changing the dynamics of our money one-hundred eighty degrees. This causes a problem which

Chapter 2: Defining the Problem

SLIDE 14
How retirement assets react to fluctuating interest rates when money is being withdrawn for income.
Let’s look at an example of this.

SLIDE 15

What we have here is a person entering retirement with a million dollars, wanting to pull one hundred
thousand dollars per year of retirement income to live on, which is ten percent of the initial value. The
way they might justify being able to do this is by thinking they could earn a return on average, equal to
or greater than, the ten percent they are pulling out which in this case is fourteen point eight four
percent. And if they earn this fourteen point eight four percent constantly every single year, you can see
their account grows even as they pull income out, to the point where it is close to fifteen million dollars
thirty years into retirement. But, are we going to be able to earn that average yield constantly, every
single year or are we going to get all of the ups and downs along the way? We're going to get all of the
ups and downs. So, where does this 14.84% come from?

SLIDE 16

It comes from the history of the market, and in this case the history of S & P five hundred from 1970
through 1999. So we see each year, all the annual positive and negative yields during that thirty year
period. We add them all up and divide by thirty and we get the average yield of fourteen point eight
four percent. So what we are going to do now is take the fluctuating positive and negative annual yields
we see here and put them into the same table we were just looking at, paying attention to what
happens to our account value as we do this.

SLIDE 17

When we put the annual fluctuating returns into our table, we still have the same average yield over
thirty years. But now instead of having close to fifteen million dollars at the end of thirty years, we are
down to zero dollars between years thirteen and fourteen. “Why does this happen,”? It's because of the
rule change at the top of the mountain, which states that any year you earn less than you pulled out,
you just killed off the dollars that are supposed to be earning the returns for you. For example, a great
return year is this thirty-seven percent in year six, but the issue is that you’re not earning this on that
million dollars you started with, you’re earning that on the account value at that time, which is
substantially less. So if we are at the top of the mountain trying to use fluctuating return assets to

provide us retirement income, how would we go about determining what a safe withdrawal rate

might be if we can’t really use a constant rate of return theory; because I've only shown you one

thirty year time frame here and if | were in your shoes I'd be saying, “okay | get it, but how do | know

you didn’t pick the one thirty year time frame that works this way to stack the deck in your favor?”,
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and | would say you’re right. What you’d have to do is run thousands of simulations throughout
history to determine probabilities of not running out of money at various withdrawal rates.

SLIDE 18 (Ask client(s) to read this slide.)

The industry has attempted to solve this problem for us to give us some sort of a scientific look at what
is possible and they do this through Withdrawal Rate Simulations. Withdrawal Rate Simulations are
software programs that use rates of returns for all types of vehicles over the last hundred years to
calculate the historic probabilities of running out of money years into retirement based on the
withdrawal rate chosen off the beginning asset value. These programs run thousands of simulations for
every fifteen, twenty, twenty-five, thirty, and thirty-five year rolling time periods taking into account all
types of market conditions and interest rate environments. The results of these simulations are the
same no matter who runs them since they are using similar probability software programs and the same
past market interest rate data. They are non-guaranteed.

SLIDE 19

Let’s take a look at the results of these simulations. This chart shows the historic probabilities of not
running out of money years into retirement based on the withdrawal rate we chose off the beginning
asset base. It is important to understand that these are withdrawal rates and not interest rates on

your money in retirement. These simulations and curves exist because we are acknowledging that we
have to establish our income withdrawal rate before knowing the fluctuating interest rates we will
earn on our money. As an example, let’s say you chose an eight percent withdrawal rate. This would put

us on the orange line on the bottom. What this is saying is thirty years into retirement, historically I've
had about a five percent chance of not running out of money and around a ninety-five percent chance of
running out of money. So it doesn’t take a rocket scientist to tell us that by lowering our withdrawal rate
we’ll have a better chance of not running out of money. The financial industry has settled on a three to a
four percent withdrawal rate as being a quote “safe withdrawal rate.” But even at a four percent
withdrawal rate, you still have around a fifteen percent chance of running out of money historically
thirty years down the road in retirement.

SLIDE 20 (Use this slide at your discretion and as needed; This slide can be helpful when someone says
they would be more “conservative” as a solution to the previous slide.)

The other component you can adjust when you run these simulations is the mixture of invested assets
you have. You can run anywhere between one hundred percent stocks to one hundred percent bonds.
The fifty/fifty stock bond split is what we were looking at in the previous chart, and is generally one of
the best performing throughout history. The bottom line is that the industry has basically settled on a
three to four percent withdrawal rate off of invested assets being a quote “safe withdrawal rate.”

SLIDE 21 (Take your time on this slide. This slide is perhaps one of the most important, if not the most
import slide of Chapter 2 for client interaction. It is imperative to have the client internalize what the
default path means for them and the problem on this path before going onto Chapter 3.)

As we said before, withdrawal rate simulations are really an attempted solution for pulling income from
your investments in retirement. Why is it an attempted solution? Withdrawal rate simulations might
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solve the issue of running out of money, but they create another issue being that a three to four
percent retirement income rate is often not a feasible solution as it may be very difficult to build the
amount of assets necessary to have an adequate income stream in retirement. Because you’d need
$1,000,000 to get $30-40,000/yr of retirement income. Think about it, to create $100,000/yr of
retirement income you’d have to have $3,000,000-$4,000,000 in your retirement accounts. HOW
FEASIBLE DOES THIS DEFAULT PATH SOUND FOR YOU? (Pause here and get response from client) See,
the problem isn’t really what’s attainable for asset amounts, it’s the withdrawal rate we set ourselves

up for.(show a future value calculator example with numbers close to their own if needed here at your
discretion to further cement the issue of the default path. See example below showing a calculation for
the future value of their retirement account and what their inflation-adjusted income needs to be in the
future, the problem is that 3-4% of 51,193,373 isn’t $180,611.)

AV &F Wealth Building
N Cornerstones

Future Value Calculator

Future Value Calculator

Account

Present Value

Annual Savings

Number of Years

Annual Interest

Future Value

Retirement Accoun

150000

10000

20

0.08

$1.193.373

Income wj Inflation

100000

0

20

0.03

$180.611

0

0

0

0

0

50

0

0

0

0

0

$0

Calculate

Note: Calculations are beginning of year. Enter percentages in decimal format. Do not use commas when entering numbers.

These calculations are intended for illustrative and hypothetical comparisen purposes only. These calculations may not be used to predict or project investment results.
Flease contact your tax or legal representstive for further advice.

SLIDE 22
Bottom line is that seven to thirteen percent income rates may be needed to achieve adequate income
in retirement.

SLIDE 23
The question is how do you do that without the fear of running out of money?

SLIDE 24 (This whole presentation, Chapters 1-4, is designed to be done in one meeting, however, this is
a good slide to stop at if you would like to split this presentation into two meetings. You’ve defined the
problem and given them hope for solutions. If you do split this presentation into two meetings be sure to
review Chapter 2 with them at the beginning of the next meeting before going into Chapter 3.)

Because if I’'m on these curves, trying to pull seven to thirteen percent, my chances of making it without
running out of money does not look good.

Chapter 3: Defining Solutions

SLIDE 25

There are two areas for long term wealth building and one of these areas are retirement assets. Things
like your 401k’s, IRA’s, mutual funds and so forth. But as we just saw, retirement assets by themselves
have a big issue getting down the mountain. This tells us that you have to have another asset that is
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uncorrelated to and has different attributes than your retirement assets. These two assets interact with
one another to create the ability to take higher income rates safely.

SLIDE 26

So the question is, “what is this other asset?” Well, think of these two assets for long term wealth
building as oceans. The retirement assets we listed earlier sit inside the same ocean meaning there’s no
rule that says my 401k’s, mutual funds, real estate, businesses, etc..can’t all go down in the same year.
So again the question is what is this other asset? What asset is uncorrelated to...

SLIDE 27
...has different attributes than the ocean of retirement assets.

SLIDE 28

It’s whole life insurance. Why? Well, whole life insurance has different attributes than the items listed in
the retirement assets, but it also uncorrelated to the short term fluctuating returns of our retirement
assets. Our retirement assets over on the left side could go down by twenty percent in a given year. And
the whole life policy, by way of the contract, is guaranteed to actually go up in that same year. So there
is no short term correlation and they have entirely different attributes than the retirement assets.

SLIDE 29

Let’s take a look at the insides of the Whole Life policy so that we understand how the different
attributes work. When someone purchases whole life insurance they have guarantees. They have a
guaranteed Death Benefit, a guaranteed premium and a guaranteed cash value. These are items that a
company cannot change on them by contract. So when somebody purchases a whole life contract in the
beginning, they have all protection. And as they keep paying premiums and the cash value now starts to
build, and the rule is that the cash value has to equal the death benefit at maturity.

SLIDE 30

The only non-guaranteed portion of whole life are the future annual dividends and these dividends can
be used in different ways throughout the life of the policy upon request. They can be used to grow the
policy, reduce premiums, or take them as cash. After dividends are paid, they are guaranteed so only
future dividends are non-guaranteed. In pre-retirement we want to be using the dividends to grow our
whole life insurance along with our retirement assets.

SLIDE 31

When we do this, think of the dividends as an annual step-up on the guaranteed death benefit and the
guaranteed cash value of the previous year. In year one, if | receive a thousand dollar dividend, let’s say
that purchases an additional five thousand dollars on our behalf of death benefit. Now, after year one,
my guaranteed death benefit is no longer a million dollars, it’s a million five thousand because I've
received that dividend. In any given year where | receive a step-up on the death benefit, | have to
receive a proportional step-up on the cash value guarantee because they have to equal one another at
maturity. Future dividends are non-guaranteed because they can’t tell you exactly what they’ll be years
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down the road. The longer we own a whole life policy, the more guaranteed it becomes. Meaning if I'm
age sixty five or seventy, and have received dividends, that have gotten me to the dotted lines at those
points, then those spots on those dotted lines are now my new guaranteed points because | have
received all those past dividends. Only future dividends are non-guaranteed. And so the two big
attributes in retirement that we have to utilize from the whole life insurance with our retirement assets
to get high income rates are both the death benefit and the uncorrelated cash values.

SLIDE 32
The key is how these two cornerstones, retirement assets and whole life, work together now and in
retirement to create the ability to get much higher income rates.

SLIDE 33
The key to taking income rates in the range of seven to thirteen percent from your retirement assets is
to get yourself off the curves of the withdrawal rate simulations.

SLIDE 34
We have to be able to position ourselves so that we are not relegated to the probabilities that these
curves produce because at high withdrawal rates, those probabilities are not good.

SLIDE 35

There are two ways to position yourself to get off these curves. One is to position yourself to use a
retirement income tool that has nothing to do with fluctuating interest rates. And the second is to
disrupt the primary assumption of the curves being that you have to take your income from that pot of
money every single year.

SLIDE 36

The interaction of these two cornerstones provides three main options to choose from at the time of
retirement to get you off the curves of the withdrawal rate simulations. One is called covered
retirement assets, the second is called volatility buffer, and the third is called diversified retirement
income. Note, you are not locking into which option or options you will want to utilize in the future
today. The mere fact that you have these cornerstones built together gives you the ability to choose
from one, or combine the options together at the time of retirement for income. So let’s go through
each of these three options.

SLIDE 37 (Ask client(s) to read this slide.)

Option one: covered retirement assets. A covered retirement asset is one that is accompanied by an
equal amount of whole life death benefit. Similar to how most government entities provide retirement
pensions to their employees, covered retirement assets lay the foundation for self-made pensions in
retirement. This is accomplished through the interaction of a retirement income tool that is unrelated
to the curves of the withdrawal rate simulations called an income annuity or self-made pension, and
your whole life death benefit. Under this option the interaction of your retirement assets and whole life
death benefit gives you the ability to create guaranteed retirement income for life historically in the
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range of seven to thirteen percent from the assets you’ve built, while at the same time providing
perpetuation of retirement income for a spouse and or a legacy for your heirs. The closer you get to
having the same amount of retirement assets and whole life death benefit at retirement time the more
covered assets you have and the higher your retirement income can go. This option gets you off the
curves of the withdrawal rate simulations by using a tool that has nothing to do with fluctuating interest
rates.

SLIDE 38

Visually, this is how this works. On the left side, in pre-retirement, we put all of our savings towards
building retirement assets only. We have all of our savings directed to building retirement assets, like a
401k for example. Let’s say that that savings could create one unit of money for us, call it a million
dollars. When we get to retirement, we would have a three and a half percent income rate from the
withdrawal rate simulations off of that money, which is thirty five thousand dollars a year non-
guaranteed. Let’s go over to the right side of this page, where instead of putting all of our annual savings
in pre-retirement to just building retirement assets, we are now going to split that annual savings
between building the cornerstones with the same amount of annual savings. The retirement asset value
at retirement time isn’t going to be a million dollars, because we’ve split our annual savings between
building the cornerstones. So what we see is fairly representative of what someone might have when
they split that annual savings in pre-retirement. We have seven hundred and fifty thousand in our 401k
and seven hundred and fifty thousand of death benefit and two hundred and fifty thousand of cash
value in whole life. What we are going to look at now is visually how that death benefit can play with the
retirement assets to create a self-made pension. What is happening here is the retirement asset is being
traded for an income annuity. Historically, that income annuity would generate around a ten percent
income rate as an average for a male age sixty-five. That gives you seventy-five thousand dollars a year
guaranteed for life. Once you purchase the income annuity, that income stream is guaranteed for life
and doesn’t fluctuate. At death that income stream stops and that asset base that was traded for
income is now gone. If this was a spousal scenario, or a scenario where we wanted to leave some money
to a charity or kids, this would not be a good scenario by itself. However, since we have a whole life
death benefit of seven hundred and fifty thousand, when that person dies the death benefit of the
whole life policy comes in the door to replace the asset that originally created the income stream. So
now a spouse would have the option to take that money and recreate an income stream in full or half or
whatever they might need. The key is they have the ability to recreate the income stream. Conversely, if
this was not a spousal relationship, there would be a pot of money left over to be passed on to a legacy
of their choice. The key is while we were living, we get to enjoy much higher income streams that are
guaranteed relative to just having retirement assets based on withdrawal rate simulations.

SLIDE 39 (Have the client(s) read this slide, and highlight the phrase in bold and underlined below. There
are only two options for us to get income in retirement, trading or investing. We aren’t trying to choose
one of these options today and we don’t want to pigeon hole ourselves. We want to put ourselves on a
path to have the choice between these in the future on the highest spectrum.)

We just went through option one, which is the covered asset for retirement income. Remember, we are
not choosing one of these options until you get to retirement. We are just previewing what these
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options are so we understand what we’ll have to choose from later on. Let’s go to option two, the
volatility buffer. If you choose not to create a self-made pension with your retirement assets for
income as discussed in option one, then your retirement assets will need to be invested to create your
income. However, taking income rates in the range of seven to thirteen percent from your invested

retirement assets gives you high probabilities of running out of money based on withdrawal rate
simulations. The reason this occurs is because a primary assumption of the simulations is that you have
to take your income from that pot of money every year, never giving it a break. The key to not running
out of money and taking high withdrawal rates in the range of seven to thirteen percent from invested
assets is to not always have to withdraw your income from this pot of money after a year in which your
asset base did not earn what you were going to pull out. This gives your asset base a volatility buffer
year, a chance to recover, and gets you off the curves of the withdrawal rate simulations. After some of
the years in which your asset base did not earn what you were going to pull out you would need the
ability to withdraw your income stream from a different asset that is uncorrelated to the short term
fluctuating returns of your invested retirement assets. The cash values of your whole life policy fit this
bill. Having years of retirement income available in the cash values of your whole life insurance is vital in
retirement if you choose to invest your money to create retirement income. This option would get you
off the curves of the withdrawal rate simulations by breaking the primary assumption of the curve being
that you have to pull your income from that pot of money every single year. Let’s see visually how this
works.

SLIDE 40

Visually, we have the same set up. On the left side, without cornerstones, we have a three and a half
percent withdrawal rate simulation which gives us an income of thirty five thousand dollars a year from
our retirement assets. On the right side we have the cornerstones; retirement assets and whole life
insurance. Now what we’re going to do instead of trading our money to get our retirement income
streams, is invest the seven hundred and fifty thousand dollars of retirement assets and pull money off
to get our retirement income streams. We are going to pull a higher income rate than what withdrawal
rate simulations would normally say is prudent from a probability standpoint because we know we have
the ability to also pull income from the cash values of the whole life policy as a volatility buffer. The way
this works in this case is we have a ten percent withdrawal, which is seventy five thousand dollars a
year. At the beginning of year two | look back on year one’s return to see if | earned the seventy five
thousand dollars that | pulled out of that asset. If | did not, | would give that asset a break. Then pull the
income the next year from the cash values of the whole life policy that aren’t as significantly affected by
short term interest rate swings and market fluctuations. | do this as many times as | need to, or can, to
disrupt the withdrawal rate simulation curves.

SLIDE 41

Let’s take a look at an example illustrating the effectiveness of the volatility buffer when withdrawing
high income rates from invested money. To do this we have to look at the results of pulling income from
the $750,000 during a time frame without a volatility buffer first and then compare that to what it
would be with the volatility buffer.
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SLIDE 42

What we see on the left side, is the beginning retirement asset value of seven hundred and fifty
thousand that we were just looking at without a volatility buffer. We are going to be pulling ten percent
income from that beginning value which is seventy-five thousand dollars a year every single year during
a period that averaged twelve point seven seven percent. When we do this, every single year, we run
out of money between years thirteen and fourteen which is fairly consistent with withdrawal rate
simulation probabilities at higher income rates. Now let’s go over to the right side. On this side we’re
going to demonstrate the power of the volatility buffer and the cash values of whole life insurance.
Again, the same setup. However, after years in the beginning where we did not earn what we pulled
out, we are going to give the asset a break and not draw our income stream from that pot. Instead, we’ll
draw from the cash values of the whole life policy which are not as significantly affected by the short
term interest rate swings and market fluctuations. In year two, we look back on year one and we see it
had a positive return, but we didn’t earn the seventy-five thousand we pulled out that year. Then in year
two, instead of pulling our income from this invested money, we pull the income from the cash value of
the whole life insurance policy, giving the retirement assets a break and a chance to recover. What we
are trying to do is preserve these “workers”. Think of all these dollars as your workers. We want these
workers to be preserved and that’s what the volatility buffer and the cash value of the whole life
insurance policy accomplishes. It allows you to do this with the retirement assets that are invested as
many times as we can, or need be, and in this case we do it three times based on what we had available
in the cash value of the whole life insurance policy. You can see the power of this as far as what happens
with the account value. Instead of running out of money between years thirteen and fourteen we now
have more money than we started with twenty years down the road. So this is the volatility buffer,
option two. Now remember, you are not choosing one of these options until you get to retirement. The
mere fact that we built these two cornerstones side by side gives you the ability to choose from or
combine these options together at the time of retirement. What we need to be doing today is building
these cornerstones together side by side in the proper balances so you have these options available to
you in retirement.

SLIDE 43 (Options 1 and 2 that were just discussed are the most powerful options because they bring the
two main financial powers (accumulation and distribution) together; Option 3 can be discussed at your
discretion and as needed. Option 3 actually shows that when the two powers are pitted against one
another, or used separately, a person ends up in a similar not so favorable retirement income position;
but this option also demonstrates the ability to pull income from Whole Life Insurance. Ask client(s) to
read this slide.)

This brings us to option three: which is diversified retirement income. This option provides you with the
ability to have multiple sources of uncorrelated sources of retirement income to help insulate yourself
from market fluctuations, interest rate volatility, and income tax rate changes. Your retirement assets
can be used as one source of income, and the cash values of your whole life insurance can be used as a
second source. Income from retirement assets, such as 401k’s, are often taxable and short term interest
rate sensitive. Income taken from the cash values of your whole life insurance, by way of loans, are non-
taxable and may not be short term interest rate sensitive. The respective income streams generated by
your retirement assets and whole life insurance may have little to no correlation to one another,
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providing stability for overall retirement income. If option three was the only reason someone was
creating whole life insurance, as if options one and two previously discussed did not exist, one might
wonder if they are building whole life insurance with their annual savings at the expense of earning a
rate of return with that savings in their retirement assets. Let’s run an experiment to measure if this is
true, remembering that there are two rates that make up everyone’s retirement income, their
accumulation rate and distribution rate. When comparing strategies for retirement income you have to
take both of these rates into account at the same time, since it doesn’t do you much good to have a
good accumulation rate but then be relegated to a low distribution rate.

SLIDE 44

Here is the setup for our experiment. Let’s say we have a male, age forty in a thirty percent tax bracket,
saving ten thousand dollars a year pre-tax which in a thirty percent bracket is the same as seven
thousand a year after tax. Let’s assume they can earn a six percent net actual rate of return in a 401k
plan or retirement asset after fees, meaning they are probably earning around a seven point five
percent gross. Let’s then assume if they’re going to use income from their invested money in retirement
pulling a three and a half percent withdrawal rate based on the simulations. What would contributing
ten thousand a year pre-tax into a 401k plan, or any retirement asset that is an investment, give you at
age sixty-five for retirement income based on the assumptions made above? If we put ten thousand
dollars in each year for twenty-five years at six percent, this gives you five hundred eighty-one thousand
five hundred sixty four dollars at retirement. If you multiply that by three and a half percent, you have
twenty thousand, three hundred and fifty five dollars a year of pre-tax income. Now let’s compare that
to what contributing seven thousand a year after-tax into your whole life policy would give you at age
sixty-five for retirement income based on the assumptions made above. We are going to take the same
amount of savings and direct that to whole life insurance.

SLIDE 45

What this illustration is showing is seven thousand dollars per year of after tax premium paid until
retirement age for twenty-five years. Then at retirement, pulling sixteen thousand, one hundred ninety-
five per year of non-taxable loans from the policy for retirement income all the way to age one hundred.
The non-taxable whole life policy retirement income of sixteen thousand one hundred ninety five, if we
divide by one minus the tax bracket, gives us a pre-tax equivalent income of twenty-three thousand one
hundred thirty-six per year, pre-tax equivalent.

So in this example, the whole life policy provides twenty-three thousand one hundred thirty-six dollars
per year of pre-tax equivalent retirement income compared to the twenty thousand, three hundred and
fifty five dollars per year of pre-tax income from the 401k plan that earned a gross actual rate of return
of seven point five percent over twenty five years in pre-retirement.

SLIDE 46

Again, the decision for which option, or combination of options, you choose for retirement income is
made at the time of retirement. But no matter which cornerstones option you choose, you are much
better off than being relegated to an invested retirement asset only strategy for retirement income. So
it’s vital to have these two cornerstones working together giving you the ability to create much higher,
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more secure retirement income streams. The cornerstones also provide you with many pre-retirement
benefits along the way. Start building your cornerstones together as soon as possible to allow them both
the time to build and grow. The big picture strategies you implement today, directly impact your
retirement income later. Time is of the essence.

SLIDE 47

Let’s take a moment to review the pre-retirement benefits that you get with the cornerstones as well.
What you see here is a comparison between doing retirement assets only, and retirement assets and
whole life insurance. They both have flexible contributions over time, and then when you do the
cornerstones together-retirement assets and whole life insurance-, we also get additional pre-
retirement disability protection on annual savings, additional immediate death benefit protection,
reduced market volatility, increased access for liquidity in pre-retirement, flexible use of money as
needed while maintaining your growth cycle, and provides additional overall asset diversification,
among other things when you do the cornerstones together.

SLIDE 48
What we’ve done is economically defined the three areas of savings. The key is to be building the proper
balances in these areas in pre-retirement to create the maximum results in retirement.

Chapter 4: Implementation (Cornerstones Calculator Summary Examples)

SLIDE 49 (you can show one or both of these Cornerstones Calculator Summary output examples)

What you see here is an example summary output of our Cornerstones Calculator for a 40 year old
couple. This calculator compares the retirement income calculations for building Retirement Assets only
and ending up with 3-4% retirement income rates, the salmon color, to the Cornerstones Strategy
options of Covered Assets and Volatility Buffer, the blue and green colors, using the exact same
assumptions and same amount of savings in each scenario going forward. At our next meeting we can
use this calculator to run your own retirement income comparison calculations based on these different
concepts and strategies we’ve just discussed using your current savings. This calculator does two things
for us: First it will help us compare the efficiency of the different strategies for you, and second it will
give us a marker for what your retirement income might be in the future based on the assumptions
made. This will help us determine how you want to be allocating your money today and how much you
want to be saving today. To be able to run these calculations though we need to know what you might
qualify as for the Permanent Life Insurance, because you can’t just get Permanent Life Insurance, you
have to be underwritten for it by an insurance company. The underwriting process usually takes
between 3-6 weeks. What I'd like to do with you today is get you into the underwriting process by filling
out an application to get this process started. You’re not buying or committing to anything today, we're
just asking the insurance company for an approval on your health rating. Then while this process is
going on behind the scenes we can get back together in a week or two to run through your own
calculations. How does this sound to you?

SLIDE 50 (no notes for this slide, it is just an additional example)
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General Note:

The WBC System and presentations are not saying that the rate of return achieved by one financial vehicle
will outperform the rate of return of any other financial vehicle over time. There are many variables that
affect the rates of returns someone receives in the different vehicles they are using. For example, an
investment account, such as a 401k or other types of investments could gain or lose 40% in a given year.
A whole life policy’s cash value IRR depends on many things including the type of whole life policy structure
(front end loaded with cash or not, high/low death benefit driven, premium payment period, etc.),
underwriting rating, how long they’ve had the policy, and other factors. Depending on the returns of the
actual vehicle being analyzed either of them could require more additional outlay to reach the same level
of cash value as the other at a given point in time in the future depending on how these variables work
out. If the investments perform poorly then you could have additional outlay towards the investments
being necessary to match the individual IRR of the whole life cash values at a given time in the future. If
the investments perform well then you could have additional outlay necessary towards the whole life
insurance to have the whole life cash values match the amount of the investments at a given time in the
future. Whole life insurance cash value returns could outperform investment returns or vice versa at a
given point in the future, or they could be the same. Bottom line, no one can tell us if one will outperform
the other and the WBC system isn’t saying that one is going to outperform the other on an IRR basis.

Wealth Building Cornerstones, LLC assumes no liability for the use or misuse of its materials by independent users.
Wealth Building Cornerstones, LLC is not party to any agreement between a client and a user of the Wealth Building Cornerstones
System, unless such agreement be executed in writing between the client and Wealth Building Cornerstones, LLC. No warranty or
assurance of success is made by Wealth Building Cornerstones, LLC to any person and no one is authorized to make such
representations on behalf of Wealth Building Cornerstones, LLC. The client accepts full responsibility for his or her own financial
decisions and the consequences thereof. All persons are cautioned to seek necessary legal, accounting, insurance and financial
services only from firms who are duly licensed and certified under applicable state/provincial and federal laws and regulations.
Users of Wealth Building Cornerstones are independent practitioners and are not acting as agents, employees, or representatives of
Wealth Building Cornerstones, LLC.

This document is for educational purposes only and should not be considered as specific investment or planning advice.
Depending on individual circumstances, the strategies discussed in this presentation may not be appropriate for your situation. Any
example or client case studies are hypothetical, intended for illustrative purposes only and highlight a single possible outcome. Your
results will vary. Life insurance policies contain exclusions, limitations, reductions of benefits and terms for keeping them in force.
Accessing cash values may result in surrender fees and charges, may require additional premium payments to maintain coverage,
and will reduce the death benefit and policy values. Loans are income tax free as long as Policy is not a “modified endowment
contract” (MEC) and policy must not be surrendered, lapsed, or otherwise terminated during the lifetime of the insured. All policy
guarantees are based upon the claim-paying ability of the issuer. THIS PRESENTATION IS PROVIDED "AS IS," WITH ALL
FAULTS, AND WITHOUT WARRANTIES OF ANY KIND. WEALTH BUILDING CORNERSTONES, LLC EXPRESSLY DISCLAIMS
ALL OTHER WARRANTIES, EXPRESS AND IMPLIED. YOU ACKNOWLEDGE AND AGREE THAT YOUR USE OF THIS
PRESENTATION IS AT YOUR OWN RISK.

This material is designed to provide accurate and authoritative information with regard to the subject matter covered and
is not rendering legal, accounting or tax advice. For answers to specific questions and before making any decisions, please consult
with a qualified tax attorney or advisor who specializes in those areas.

Copyright 2016 Wealth Building Cornerstones, LLC. This binder/document contains confidential and proprietary information of
Wealth Building Cornerstones, LLC. No part of this document or visual may be reproduced, abstracted, excerpted, transmitted in
any form, by any means, electronic, mechanical or photographic, or stored in information systems, except as set forth in writing
under a license from Wealth Building Cornerstones, LLC. Any other use is prohibited. Wealth Building Cornerstones, LLC products
and services, and the information and materials contained therein or offered therewith, are protected by copyright and intellectual
property laws.
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