Lauderhill Police Department

Pre—Retirement Seminar
July 31, 2013

P PensionSuccess

Basic Principles to Prepare and Protect Yourself for Retirement

Presented by:

Jared Kornfeld

KR Financial Advisors
4000 Hollywood Blvd
Suite 215 — South Tower
Hollywood FL 33021
954-919-5737



Pension Maximization

Pension Maximization is a life insurance strategy used in conjunction with
a defined benefit pension plan. Plan participants have to make an
election prior to retiring regarding what type of benefit they will receive.
Their choices generally come down to electing a Life Only benefit or
some version of a Joint and Survivor benefit. Generally the life only

benefit is larger, sometimes by as much as 10% more. This strategy if
used properly will allow you to choose the highest payout
without sacrificing your family’s well being.




Start today on your road to Pension Success

GOALS &

PRIORITIES

e

The road to financial success requires reading signs and following directions. Begin
your journey now by setting goals and establishing priorities. No one arrives at the
destination of financial success by chance. Most people fail because they don’t

implement a solid plan. One of the best strategies for Pension Success is to start
planning, start saving and start now!



What can you be doing right now to have more
money in retirement?

Start Early
Most people spend more time planning their vacation then planning for their retirement. But retirement
could be the ULTIMATE vacation.

Protect Your Assets
An unexpected accident, an act of nature or a lawsuit can easily derail your retirement plans.

Buy Life Insurance
Having the correct type of Life Insurance not only protects the bread winner but it may allow you to choose

the highest payout option from your pension. This can equate to several hundred dollars more a month,
every month for the rest of your life.

Filling the “GAP”
The last thing you want to discover after you retire is that you don't have enough money. Calculate future

pension benefits and social security (if you think it will be around) and determine the GAP. Start a monthly
investment plan with proper diversification and risk now!!




PROPERTY & CASUALTY INSURANCE

Property insurance protects a person’s physical property against loss, damage or theft.

Casualty insurance mainly protects a person against the legal liability for losses
caused by injury to other people or damage to the property of others.

Types of Personal Lines to Consider

mAutomobile Insurance
sHomeownhners Insurance

mPersonal Umbrella Insurance




What you need to know about
LIFE INSURANCE

Purchasing life insurance is an important
investment in your future and that of the
people you love. Make sure to research all of
the options available to you before making a

final decision.






LIFE INSURANCE

What are the benefits of life insurance ? And why do |
need it?

Life insurance is a vital part of financial planning. People
purchase life insurance to replace income that would be lost
with the death of a provider. These benefits can help insure
your dependents will maintain their current lifestyle. In most
cases it makes sense for both spouses to have some life

Insurance coverage.



LIFE INSURANCE

When is the right time to buy insurance?

Buying when you are young and healthy will allow you to
lock in a lowest possible cost, including guaranteed
insurability. Even if you do not have dependents now, you
probably will in the future.

Consider this: In certain policies, buying when you are young will
allow you to build hundreds of thousands of dollars in cash value
that can be used while you are alive.




LIFE INSURANCE

How much insurance do | need to purchase?

Before buying life insurance you will need to consider your budget.
You will need to think about your family’s needs after death,
including healthcare expenses, funeral costs, taxes and debt.

Will your family be able to continue living the way they do now?
Funds may be needed to downsize into a different home or relocate.
Also think about future costs for tuition, cars and living expenses.



WHICH TYPE OF PLAN IS RIGHT FOR ME?

Term Insurance

*The most affordable life insurance coverage available.

*Provides temporary coverage and builds no cash value, similar to
renting.

*There are different types of term policies. Policies range from 5, 10, 15,
20 and 30 years of coverage with a level premium.

*When needs change many term policies can be converted to
permanent insurance.



Sample — 30 yr old male S1 million 20 yr Term

Vital Term Comparison for John
$1,000,000 -Male in Flonda, 01,01, 1981
Monthly Bank Draft Guaranteed Premiums

Rank Product Cde. Guar. Quoted Class Monthly  Annud  NextAvall. Class Monthly  Annud
Age Period Prem. Prem. Prem. Prem.
20 Year Level Term
1 Banner OPTern20 (4/18/2011) 31 20 PfdNorTeh $3719  $425.00  PfdNonTob 451,19 $585.00
2 SavingsBank PremiurrTern 20 (12-1-2010) 31 20 PrefPhus Nondlic 43828 $440.00  PrefNondlic {5394 $620.00
3 AG SelectA-Terrn20 (03-11) 31 20 Pref Plus 3885 444400  DPrefNT 452,85 $604.00
4 Genworh ColonyTermUL 20 GLAIC i 20 Pfdstiolic 3570 $46977  PhdNollic 15482 964857
5 Transamerca TransTemn 20 (1-11) i1 20 Preferred Plus $40,63 $480.00 Pfd HonSrrkr {5413 $640.00
&  (IGReliaStar TerrrGrmart 20 (L0-2-2010) AW SupaPfd 4095 46800  PfdicTob 454,08 $618.00
7 WesterrR esarve TarrPlus 120 i1 20 Praferred Plus $42.88 $490.00 Pfd HonSrrkr {56,858 $650.00
8  Transamerica Trendsetter Super 20 (1-11) 31 20 PreferedPlus $42,88 $490.00 Pfd HonSrrkr 56,88 $550.00
9 AXAEquitsble 20-151 1 2 PfdElke $4320 447500  PfdNorTob 45517 $615.00
10 Principal Hafional Life 20 (01-11) 3 20 SuperPreMT 4331 $49500  PrefNT 156,44 $645.00
11 SecuityMTINY LT Protector 20 A 0 Pfd+NorSmi 4343 450500  PfdMorSrrir 459,77 $695.00
12 UnionCertrd Keystone 20 3 20 PfdPlus 4474 452000  Prefered 461,08 $710.00
13 Metie Iwestors GLT 20 (6-17-2011) 31 D EltetNonSmir $4451 449900  Pfd+NonSmia 456,61 $629,00
14 Aviva 20yr Term 01-2010 31 20 PremierNT $4673 452500  Prefered NT 16453 $725.00
15 WestCoast SecureT 20 (1-11) 31 0 SupePRANT 5007 457120 PfdNorTob $66.17 4754,80
16 LincolnBensfit TrueTermn 20 (4-12-2010) M 2 PfdElke {5163 4590.00  PfdNorTob 466,50 4760.00
17 Prudential Essertial 20 (7-18-11) M/ 0 PBst 5265 458500  Piflan 462,55 $695.00
18 Prudential Elite 20 (7-18-11) M 0 PBst 5715 $63500  Piflan 167,95 4755.00
19 Lincoln LifeElerrents 20 (56-2011) 31 20 PRPhsNT {5741 $645.00  PRINT 469,86 478500
20 Assuity 350 Plus 20 0 20 Prefered+iT {58.08  $660.00  Prefemed NT 467,76 470,00
21 Hationwide Youlife T20 a 20 Pfdt-HorTab $59.19 $665.00 Pfd HonTob $82.33 $925.00
22 JohnHancock Term 20 (2-2010) 1 0 SuperPAd 6013 $650.00  PfdMorSmir 475.00 $820.00
23 Arerican National Select Term 20 a0 20 PfdP lusH allic $61.78 $715.00 Pfd Halic $67.62 $785.00
24 UnitedOrrzha Termn Life Ansy ers 20 (4-1-2011) M/ 20 PfdtNorToh 6341 471250  PfdNorTob $66.08 $742.50
25 JohrHancock Term 20 Corw E o+ Rider (2-2010) 3 0 SuperPfd 16363 $690.00  PfdNorSrir 47938 $870.00



Sample — 30 yr old female $1 million 20 yr Term

Vital Term Comparison for Jane
£1,000,000 -Female in Flonda, 01,0 1,’1931
Monthly Banlk Draft Guaranteed Premiums

Rank Product Cde. Guar. Quoted Class Monthly  Annud  Next Avail. Class Monthly  Annud
Age Period Prem. Prem. Prem. Prem.
20 Year Level Term
1 SavingsBank PremiuriTerm 20 (12-1-2010) 3 20 PrefPlus Hondlic $3132  $36000  PrefHondlic $37.41  $430.00
2 AG Select-A-Tamn 20 (03-11) 31 20 Pref Plus $3273 37400  Pref NT 4148 $474.00
3 Banner OPTerrn 20 (4/18/2011) i1 0 PidtHonTd $3281 437500  PfdNorToh 4156 $475.00
4 (INGReiaStar TemrGmart 20 (10-2-2010) 31 W Supadfd $3295  $38800  DPfdioTob $4270 $488.00
5 Gemworh ColonyTermUL 20 GLAIC 31 20 Pfdstiolic $3442  $40729  PfdNollic 4383 451857
&  Transamerica TransTermn 20 (1-11) i R 1 Prefemed Plus 134,73 $410,00 Pfd HonSrrr $42.33 $500,00
7 UnionCentrd Keystone 20 31 20 PfdPlus 3614 $42000  Prefamed $4732 $550.00
8 ANAEquitsble 20151 31 20 PfdEle 3636  $39500  PfdHonTob 14748 $525.00
9 WestarrR eserve TemrrPlus T20 A D Prefemed Plus $36.75 $420,00 Pfd HonS $44.63 $510,00
10 Transamerica Trendsetter Super 20 (1-11) i1 20 Praferred Plus $36.75 $420.00 Pfd HorSrrir $44.63 $510.00
11 Meti#e Iwestors GLT 20 (6-17-2011) 31 20 EltetHonSmir 3681 $40900  Pfd+NonSrr 4851  $539.00
13 SecutyMTINY LT Protector 20 31 20 Pld+HonSrr $37.41 443500  PRdNorSrr #5203 $605.00
13 Principal N stional Life 20 (01-11) 3 20 SuperPrefiT 13806  $43500  DrefHT 14769 $545.00
14 Prudertial Essential 20 (7-18-11) 1 W PfBst $3825  $42500  DPifllen 4995  $555.00
15 Aviva 20yr Term01-2010 31 20 PremierNT 14049 $45500  Prefemed T 529 459500
16 Prudertial Elite 20 (7-18-11) 0 0 PfBst 14095  $45500  Pefllon 5355  $595.00
17 WestCoast SecureT 20 (1-11) 31 0 SupadfdNT 4202 $47940  PfdMonTob 5365 $612.00
18 LincolnBenefit TrueTerm 20 (4-12-2010) 1 20 PEle 14288 449000  PfdMonTob 5600 $640.00
19 Lincoln Life€lerrents 20 (6-6-2011) 31 20 PfdPlusHT 4495 430500  PRANT 5652 $635.00
20 Assuity 350 Plus 20 0 20 PreferedtNT 14576 $52000  Drefemed NT 15368 $610.00
71 JohaHancock Term 20 (2-2010) i1 M SuperPfd $47.88 451000  PfdNorSmir 46275 $680.00
22 Natiorwide Youlife 120 A 20 Pfdt-HonTob $49.40 $555.00 PfdHonTob $68.08 $765.00
23 JohnHancock Termn 20 Conw E st Rider (2-2010) i1 20 Super Pfd 50,50 $540.00 Pfd HonSrrir 466,25 $720,00
24 Arrerican M ational Select Term 20 a0 20 PfdPlusH allic $52.27 $605.00 Pfd Helic $60.51 $705.00
25 UnttedOrmeha Temn Life Answers 20 (4-1-2011) 020 Pfdt-HonTob $55.40 $622.50 PfdNonTob $57.18 $642.50



WHICH TYPE OF PLAN IS RIGHT FOR ME?

Universal Life Insurance

*A life insurance policy designed to be permanent in nature and last to age 121.
You are paying more than the term cost of your coverage in the early years and
less in the later years, making the payments more affordable over time.

*“Flexible premiums” go into an account which grows tax deferred, from which
the cost of insurance and other charges are deducted. If funded properly cash
value can also be used as a retirement supplement vehicle.

eUniversal life insurance comes in many forms: Guaranteed, Fixed, Indexed and
Variable. The growth of the cash value differs depending on the type of
coverage you choose.



WHICH TYPE OF PLAN IS RIGHT FOR ME?

Whole Life Insurance

» Designed for Guaranteed Permanent life insurance protection and
Guaranteed cash value. The most conservative of all types of Life Insurance and
it has the most guarantees. Over the long run the internal rate of return on the
cash value will be similar to that of a bond portfolio

*Whole life products sold by Mutual Insurance Companies have the policy
owners as the owners of the company. This gives you direct access to dividends
from the company and in some cases allowing you to stop paying premiums
after a certain # of years.




My Life Recommendations

*|t’s more important to have the right amount of Life Insurance than the
right type of Life Insurance. The sooner you start the cheaper it is. Some
insurance is better than no insurance.

*The smartest Life Insurance Plans have a combination of products types
from different insurance companies to meet your specific needs and goals.

*Buy some Permanent Life Insurance. The need for insurance never goes
away.

*Review in-force polices at least every few years to make sure they are
funded properly and competitive by today’s standards.



Filling the “GAP”

Start a systematic
investment account
now!



Fundamentals of Investing

Diversify your Investment Portfolio - One way of maximizing your return while
maintaining or minimizing risk -- and still staying within your risk tolerance level -- is to
diversify. In short, diversification involves making sure all your eggs do not end up in one
basket. The most successful portfolios utilize many different vehicles including Mutual
Funds, ETFs, Life Insurance and Money Managers from different companies.

Asset Allocation - Many people think the key to successful retirement planning is Market
Timing or picking a “hot” performing Stock. The truth is, even the experts rarely pick
consistent winners. Studies show that the real key is asset allocation -- the science of
selecting the right types of investments in the right proportions.

Dollar Cost Averaging — The technique of buying a fixed dollar amount of a particular
investment on a regular schedule, regardless of the share price. More shares are purchased
when prices are low and fewer shares are bought when prices are high.




Dangers of Market Timing

560,000 -
$50,000 17

$40,000 -

$30,000
$20,000
$10,000 +~

Growth of $10,000 in the S&P 500
20 Years Ending June 30, 2011

50 +

Fully Missed 10 Missed 20 Missed 30

Invested BestDays BestDays Best Days
$563,365 $26,632 $16,698 $11,143

Source: Standard and Poor's, American Century Investments




The Credit Card Pitfall

Managing money begins with a few simple, good financial habits.
Pay off your credit card balance at the end of each month! Credit
card companies make it very easy to pay only the minimum amount
on your bill.

Most people don’t realize the interest they charge can be as much
as 18% or more annually!

How many people's investment portfolio earns 18% a year. If they
don’t and you are still saving while not paying of Credit Card debt
you are losing money.

Don't pay such high rates unless absolutely necessary.



What Do | Do Before | Retire?

Will My Retirement Cover All of My
Financial Needs?



Pre Retirement Concerns

INFLATION - One of the hidden risks of a successful retirement. Inflation eats
away at the purchasing power of your investments. Make sure you understand
how inflation works and how much you need to save to achieve your goals.
Don’t get caught off guard.

Health Care Costs - Home health care costs have grown by 13% since 2008 due
to rising hourly rates for Licensed Practical Nurses. In the United States the
average annual cost for a private room in a nursing home exceeded $90,000 in
2010, a 14% increase in the past two years. It’s a lot less expensive to pay with
the insurance company’s money than your own money.

Longevity — People are living longer today. According to estimates, if you are 65
and married, there is a 50% chance that either you or your spouse will live to
age 93.




What to do with my DROP?

*For Lauderhill Police, retirement is a four legged stool — Your 457 Plan, your monthly pension
benefit, your DROP account, and Social Security.

*The Social Security age keeps getting later and will potentially be raised to 70 years of age.

*Your DROP money can be distributed in a Lump Sum payment or by a direct rollover or a
combination of the 2. The DROP money is subject to immediate taxes when distributed, unless it is
rolled into a qualified retirement account. The DROP account must be distributed or rolled over 90
days after employment ends.

*Some of you may have a deferred compensation plan (Section 457). This increases your
opportunity for diversification.

Remember if you separate BEFORE the year in which you turn 50, there are early distribution
penalties (10%) unless you roll it over into a qualified account or take substantially equal
distributions.

*Managing this money requires a careful balancing act. Make sure you have a plan in place. It’s not
too late to start right now. Later is better than never!



@ RISING COSTS
Inflation, taxes, healthcare
Have you saved enough to address rising expenses in retirement?



History of Inflation
CPI Annual % Increase 1971 to 2010
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Inflatiom - Decades in Review

Annual Average
CPI Increase

The 705 1970-1979 T.4%
The 80s 1980-1989 5.1%a
The 90s 1990-1999 2.9%
The 2000s 2000-2009 2.5%a
Last 40 Years 1971-2010 4.4%

Source: Bureau of labor statistics Consumer Price Index(CPI-
U). Data through year end 2010.



Impact of Inflation
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e This illustration demonstrates the impact of a 4% inflation. For example, your annual
income of $80,000 would have to increase to $144,075 in 15 years to have the same
purchasing power it does today.

e On the other hand, if your income of $80,000 remains level, it will lose its
purchasing power to inflation. In 15 years your income would be worth only $44,421



ANNUAL COSTS FOR BASIC EXPENSES

Food Gas

-

+12%* +191%*

¥

1988* $3,748 $932
2008* $6,443 $2,7115
2028** $11,637 $4,904

**pstimated

* Source: United States Department of Labor, http://stats.bls.gov/data/
** Assumes an annual inflation rate of 3%. This is an example for illustrative purposes on

ly.

Utilities

?

+109%*

$1,747
$3,649
$6,590



What’s Your Long Term Care Plan?

FACT:
Healthcare costs rose an alarming 149%
between 2000 and 2009
That’s over 4 times greater than the
average worker’s income, which rose at
just 37% during that time

Source: Towers Watson Health Care Survey 2010 and Bureau of Labor Statistics



LONG TERM CARE

What is Long Term Care Insurance?

This policy helps you pay for long-term care services in your home or in a
facility. LTC insurance covers services that are generally not covered by health
insurance, Medicare or Medicaid. You pay premiums, and in the event you
need long term care, your policy provides a daily benefit.

Remember: Individuals who require long-term care are generally not sick in
the traditional sense, but instead, are unable to perform some of the basic
activities of daily living because of an illness, accident, or through the normal

effects of aging.




LONG TERM CARE

Why buy Long Term Care Insurance?

It supports independence! It gives individuals choices and control as to
where and how they receive long term care services whether its in
their home or in a facility. Protect your assets!

When is the right time to buy?
The earlier you buy the less expensive it is and the easier it is to get.

Consider this: A 55-year-old couple buying a three year benefit of $150
a day coverage that adjusts with inflation might pay $2,860. The same
policy would have cost $2,200 in 2005. The price will continue to rise!




CURRENT COST
OF CARE'

Per Day
Per Manth

PENSACOLA~  TALLAHASSEE -
e 0 c g NURSING HOME COSTS

PANAMA ;
CITY Private Room

Semi-private Roam

How to use this interactive Cost of Care Map®

C ORLANDO
TAMPA © HOME HEALTH COSTS

il
FORT MYERS Home Health Aide

>

ADULT DAY CARE COSTS

il Adult Day Care3

ASSISTED LIVING COSTS
o Back Private, One Bedroom

1. Based on John Hancock's Cost of Care Sy, conducted by LiePlars, Inc, 2011. Individual facifity costs may vary. Costs rounded t the nearest dollar.

1. Costs ae based on 5x hours of care per day, five days a weex.

3. Costs are based on five days of care per week.
Individual fong-{erm care insurance is undenwritten by John Hancock Life Insurance Company (U.S.AL), Boston, MA 02117 {not licansed in New York) and in New York by John Hanaock
Life & Health Insurance Company, Boston, MA 02117,




Summarizing the Numbers

$18 an hour is the average cost for home health care.
2.4 years is the average stay in a nursing home.

$258 dollars per day is the average cost for nursing home care
in South Florida.

70% of individuals who reach age 65 require some form of
long-term care.



Important Benefit

Distributions of up to $3,000 from
governmental pension plans to pay for
the health or long term care insurance of
public safety officers are excluded from

income tax.

Source: The Pension Protection Act of 2006.



MosT AMERICANS DoN’T HAVE A WILL

A recent survey found that 57% of Americans do not
have a will, leaving them without any say over how
their assets will be distributed or who will care for
their minor children after they die.

Have a will

1%

Don’t have a will

Don't know 2%

Source: FindLaw.com, 2003



The Keys to your Financial Success

*Make a Plan and stick to it!
eStart Early

eDiversify

*Buy Life Insurance

eStart Early

*Protect your Assets

eStart Early




< PensionSuccess

Let us help you with your Plan
today!

Jared Kornfeld

KR Financial Advisors

4000 Hollywood Blvd
Suite 215 — South Tower
Hollywood FL 33021
Jared.kornfeld@krfinancialservices.com
954-707-1242



mailto:Jared.kornfeld@krfinancialservices.com
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