Providing Retirement
Security for Americans

The Need for Guaranteed Lifetime Income and Safety
(Through Variable Annuities)




CONSUMER BENEFITS OF VARIABLE ANNUITY GUARANTEES

DOL Rule CBA does not appear to take into account significant and valuable consumer
benefits of Lifetime Income and Survivor Death Benefits for retirement savers

Combined Market and Longevity Risk

Lifetime Guaranteed Income: N - .
Probability of outliving retirement assets'

Lincoln guarantees future income payments Annuity Mutual fund
on qualified plans worth saver saver
$30.6 Billion in today’s dollars regardless of
market 0% 50%
performance

Lifetime Income guarantees remove the
possibility outliving retirement assets

Survivor Death Benefits Retirement Survivor Risk
Male and Female Age 65

Lincoln guarantees minimum death benefits

i . . Age % at least one survivor3
on qualified plans of $37.6 Billion in 8 °
p 85 93%
today’s dollars regardless of market o ==
performance 100 539%

There is a 50% chance that retirees will outlive their assets?

More than 40% of retirees underestimate their life expectancy?

"Hearing before U.S. Senate Special Committee on Aging, 111t Congress, “Lifetime Income Options for Retirement,” 2010

L Y I 2Society of Actuaries
IIlCO 3Based on Annuity Valuation Mortality 2012 IAR Table
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CONSUMER COST FOR LIFETIME INCOME GUARA

THROUGH VOLATILE MARKETS

Consumer Pays a Rider Charge for Lifetime Income Guarantees
Lincoln’s Joint Life Lifetime Income

= Consumer transfers longevity risk & market risk to Insurance Company Rider Charge

= Pays for lifetime income guarantee via a rider charge

Average 1.17%
= 83% of retirement savers who purchase a variable annuity do so with
the intent of using the annuity as a source of secured retirement
income for life!
Cost to Provide Lifetime Income Fluctuates with Lincoln’s Cost to Provide Guarantee
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The law of large numbers and sophisticated hedging enables Lincoln to offer a

consistent and fair price to consumers for Lifetime Income Guarantees

L' ]n 1The Gallop Organization with Greenwald & Associates, 2013 Survey of Non-qualified Annuity contracts
l , 1NCO

Financial Group® You're In Charge@ 3



FEES FOR ADVICE ARE NOT ALWAYS THE BEST SOLUTION

FOR LONG-TERM INVESTMENTS SUCH AS VARIABLE ANNUITIES

Cumulative Advisor Compensation
$30,000 * Guarantee purchases are
long-term buy and hold
,
$100,000 i;vetstment Investments
1% annuglrgo;cpensation
—® 11,750 e Commissions are a better
i value for consumers
! $100,000 variable annuity
$1.000 4.5% up-front, 0.25%
. - 0 - 0 i ongoing L. .
’ : - « Commissions align to
extended upfront advice
Consumers across all income levels prefer to pay cycle for long-term
for financial services through commission-based guaranteed products, like

compensation (40%) than through asset-based variable annuities

fee compensation (30%).

Source: Phoenix Marketing International, Cerulli Associates,
“Clients’ Preferred Fee Structure by Investable Assets,” 2013.
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SAVERS ARE SATISFIED WITH ANNUITY OWNERSHIP

Buy for income:

81% purchase
primarily for guaranteed
lifetime income?

Annuity
OwWners
Recommend
annuities:

Five out of six recent
buyers would recommend

an annuity to a family
member, friend, or

colleague®

n Lincoln

Financial Group®

Have confidence:

83% feel confident
their assets will last
a lifetime? and 87%
agree annuities are
safe and secure!

Purchase again:
The majority of
variable annuity
buyer households
have two or more
annuities™

83% of individual annuity owners
say they believe annuities are an
important source of retirement
security?

2013 Gallup Organization Survey

2U.S. Deferred Annuity Buyer Attitudes and Behaviors, LIMRA 2012

3Finding the Right Mix, Retirement Income Attitudes & Preferences, LIMRA Secure
Retirement Institute, 2014.
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