WEALTHPOINT"

Know your story.

“Effects of COVID on Underwriting &
Premium Financing of Life Insurance”.

December 15th, 2020

Mike Olson | Partner
CFP, ChFC, CLU, MSFS
P: (602) 773-5533
E: Mike(@wealthpoint.net

This material is informational only and is not intended as an offer or a solicitation for any particular product.
WealthPoint, 1.1.C does not provide tax advice. Any discussion of U.S. tax matters contained herein is not intended to be used and cannot be used for the purposes of avoiding U.S. tax-related penalties.
Securities offered through Kestra Investment Services, 1.1.C (Kestra 1), member FINRA/SIPC. Investment advisory services offered through Kestra Advisory Services, I.1C (Kestra AS), an affiliate of Kestra 1S. WealthPoint is a member firm of PartnersFinancial. Kestra 1S and Kestra AS are not affiliated with
WealthPoint, 1.LC or PartnersEinancial. WealthPoint, 1LC is independently owned and operated. WealthPoint, the WealthPoint logo and Know your story are all registered trademarks of WealthPoint, ILC. Life insurance services are provided throngh WealthPoint, ILC DBA WealthPoint Insurance Solutions, CA
Insurance License #ON03255.

© and Trademark WealthPoint LLC 2013 Proprietary and Confidential. May not be shared or reproduced without prior written consent by WealthPoint LLC.


mailto:Mike@wealthpoint.net

T R T T R T T N T Tl S

With video

Skipping school in 2019:

Audio onl

Skipping school in 2020:
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My 2020 plans vs my 2020 life
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Travel plans in 2020 be like:




EFFECTS OF
CoviD-19 ON
THE LIFE
INSURANCE

INDUSTRY AND
OUR CLIENTS
IN GENERAL

Progression thru the year

Unintended Effects on the general public

Effects on pricing and underwriting of life, disability
and long-term care insurance

The long-term impact and potential challenges

Premium Financed life insurance in current times




PROGRESSION
THRU OUT THE

YEAR

Completely unknown

Reinsurance carriers — reaction to Covid-19
Tightened up underwriting

Increase in sales — 14% in May for under 40 yr. old

Loosening up and back to some normalcy




Suicide cases up

Alcoholism

UNINTENDED
EFFECTS ON

THE GENERAL Intimate Partner Violence

PUBLIC

Depression and Anxiety




Life insurance

EFFECTS ON * Claims normal or up slightly
PRICING AND * Carrier- 20% of claims were covid related claims but not more cases

UNDERWRITING :
ON LIFE,

How to price for the co-morbidity issues

* No major impact on pricing

DISABILITY AND . . . .
. Cﬁwd ha]dha grelater impact on the lower socioeconomic class then
LONG_ TERM the wealthier class as a percentage

CARE * Adjusted underwriting process
* Exams not needed at certain faces and ages

INSURANCE + On-line application systems




EFFECTS ON
PRICING AND
UNDERWRITING
ON LIFE,

DISABILITY AND
LONG-TERM
CARE
INSURANCE

Disability insurance

Still wrote front line workers
No Covid claims
Mental and nervous exclusions was a concern

Claims up because of the financial recourse of the
lockdown

How to tackle the financial justification for future
underwriting is an issue for carriers to tackle




EFFECTS ON
PRICING AND
UNDERWRITING
ON LIFE,

DISABILITY AND
LONG-TERM
CARE
INSURANCE

Long term care insurance

* Claims were lower because of the high mortality rates
for older ages with co-morbidity issues

. Nursirlllg home deaths because of Covid reduced claims
as we

* Covid itself hasn’t had a direct impact on need for LTC




THE LONG -
TERM IMPACT

AND POTENTIAL
CHALLENGES

Suicide cases up

Alcoholism
* Binge drinking in females up 41%
* Monthly alcohol consumption up 14%

Intimate Partner Violence
* Physical and sexual victimization 4.4 and 2.3times
greater then 2019

Depression and Anxiety




Current environmental impacts on Premium Finance

* Interest rates being historically low

* Banks getting very competitive and creative

e 10 year fixed or 10 year renewable notes with caps

PREMIUM
FINANCED LIFE

* Cash Flows having a big impact on the options and designs
* |Initial cost of loan interest lower than premiums so more
efficient for annual exclusion gifting

INSURANCE IN

CURRENT TIMES * Estate tax change concerns — with a potentially lower unified credit,
gifting other assets gets the priority

* More emphasis on gifting company ownership or real estate

* Corporate values might be down- take advantage of lower
valuations for gifting




@ WILALITHPOINT What 1s Premium Financingr

* Ezample above illnstrates if the insnrance was owned in an ILIT. Premmm financing can be otlized in other scenarios (business,
personal, etc.)
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@ WILALMHITOINT Risks Associated with Premium Financing

What are the Risks? How to Mitigate Risks

Interest Bate Work with an expenenced advisor team
Carrier Strength Model using cucrent, increasing, and
Lender Longevity catastrophic interest rates

Policy Strctare Model with interest rate protection
Policy Performance Model with an exit stratepy

Collateral Need—initial and ongoing Understand lenders calculations
Understand gunarantor 1ssues

Understand imphcations of ratings tngpers
Set up review and admunistration expectations
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Summeary of Market Study (Matching Death Benefit)

— Present
Sum f Ec . ¢ Imitial Cumulative WValue of Dearth DB
Carrier Comdex Product Incurandce Outlay Duﬂ.a_'r,rl Duﬂa}'l:l Benefit' IRR'
Vovya Bl Current Insurance %2440 ,836 $956,000 $27,207,059 18,326,643 | $52,530,000 4.24%
John Hancock Life Ins. Co. 93 Survivorship UL $2 440 836 $2B4.088 $13.804.356  $5,345.7243 | $52830,000 5.03%
Penn Mimal Life Ins. Co. 92 Preminm Financed SWL $0 $42009  §7.545001  $4.792.426 | $52.405960 6.97%
1 - At Life Expectancy, Age 87 for Single Lifs 5= Age 10193 for Joms Life
2 - MNPV is caleulated nsing a 4.00%% discount mase
- lative P ; chudine I
530, i —— Crrrent Insnrance —Crrrroeship T e Fremmivim Finameed 3L
$25,000,000 -
$15,000000
$10,000,000 - _/
$5,000,000
w#ﬁ*ﬁ#ﬂﬂ*wwﬂ%’#ﬁ#‘# t’#ﬁﬁﬁﬁﬁﬁﬁﬁﬁ#ﬂﬁﬁ#ﬁﬁ
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@ WLHAL/THIMTOINT

62/54
63/35
64/36
65/57
66/58
67/358
63/60
69/61
T0/62
T1/63
72/64
73/65
T4/66
T5/67
76/68
T7/68
78/70
79/71
80/72
81/73
82/74
83/75
84/76
85/77
86/78
87/78
83/80
89/81
90/82
91/83
92/84
03/85
93/80
101/93
103,95
108/100
118/110
128/120
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Finance Premium with Third Party Lender

Financing Premiums

Fenn Mutual Llvr Fixed Rare-  2.00% Interest Rate Cap-— -
Survivorship Choice Whole Life Tr 11 Renewral Rare- 3.50% Cash Value Collateral-  100.00%%
Standard NT, Freferred Flus Commitment Pee- 0.00%:
2020 Dinridend Scale
Loan Lender
Fremiums Interest Loan
Borrowned Rate
§ 2145426 § 1,502820 § 52884303 § 21454326 5 42000 § 2145425 % (642,508 % ] 4
§ 2145426 § 3,317,164 § 32902,625 § 2145436 200% § 853817 § 42903853 § (973,689 § 973689 | % 85,817 % 48,61L,77T3 316T.37%
§ 2145426 § 5,552,665 § 32043067 § 2145426 200% §$128726 § 6436279 § (832,613) § B83613| % 128,726 % 46,506,788 B55.58%
§ 2145426 § 7022466 § 52986076 % 2145426 2008 $171634 § 38531705 % (6592307 § 650239 | % 1TL634 § 44,404 370 409, 25%%
$ 2145426 $ 10,440,745 § 54200728 § 2145426 200% $214543 § 10727132 §  (236386) § 2B6386 | 214543 $ 43,563,597  249.58%
§ 2145426 $ 13,113,766 § 39,775,534 § 2145426 200% $257451 § 12872558 $ 243208 § - $ 257451 % 46,902976 176.93%
§ 2145426 % 15954824 § 65237316 § 2145426 200% $£300360 § 15017984 % 036840 § - £ 30030 % 50219332 134.51%
£ 454338 % 17,366,570 § 86234572 % 454338 200% $309448 § 15472322 § 1,894.257 § - & 309446 % 50762250 105.42%
$ - 1 18,376,609 § 65990,122 § - 200% $309446 § 15472322 § 2904287 § - 5 39446 5 50,517,300 B5.12%
$ - 1 19444499 § 65813,083 3§ - 200% $309446 § 15472322 § 3972177 § - 5 309446 5 50,340,761 T0.56%
£ - 4 20549813 § 65725211 % - 3500 $541531 § 15472322 § 5077491 % - % 54531 % 50252889 59.56%
g - % 21,716,495 § 65734520 § - 350% $54153 § 15472322 § 6244173 % - |s s41531 s 50262198  5LO0T%
$ - § 1294723 § 65811509 3§ - 3.50% §$541,331 § 15472322 § 7474917 § - ¥ 541531 $ 50,339,187 44.34%
£ - 4 24243507 § 65954006 % - 3500 $541531 § 15472322 § 3771,185 § - % 541531 % 50482583 38.91%
g - % 25614456 § 66,170,135 § - 350% $54153 § 15472322 § 10,142134 % - | s s41531 5 50697813 34.45%
$ - 1 17059975 § 66,462,507 § - 3.50% §$541,331 § 15472322 § 11,587,653 § - ¥ 541531 § 50,990,185 30.73%
£ - 4 28,583,085 § 66828650 % - 350% §$541,531 § 15472322 § 13110763 $ - % 541531 § 51,356,328 27.64%
£ - 4 20,186951 § &7270,019 % - 3500 $54153 § 15472322 § 14714620 % - % 54531 5 51797697 25.00%
$ - 1 31,874944 § 67,789,850 § - 3.50% §$541,331 § 15472322 § 16402621 § - ¥  D41531 § 52317528 22.75%
§ - 5 33,650,808 § 68392936 § - 350% §$541,531 § 15472322 § 18178486 $ - % 541531 § 52920614 20.81%
§ (15472327 § 19118538 § 45425279 § (154723237 000% § - $ - £ 12118538 § - ] - % 45425279 17.75%
g - % 20,100,917 § 45,331,748 § - oo0e § - % 0§ 20100917 § - |s - $ 45331748 16.35%
§ - b 4 21124931 § 45295676 $ - oo § - § 0 § 21124931 % - ] - % 45,295,676 15.15%
£ - 4 22101041 § 45319766 % - a00%:  § - $ o § 22191041 % - ] - § 45,319,766 14.10%%
£ - 4 23208632 § 45407057 % - a00es  § - $ 0 § 232086832 § - L] - % 45,407,057 13.19%%
§ - 1 24,448,676 § 45.563,360 $ - 000§ - § 0 § 24448675 § - ] - ¥ 45,563,360 12.358%
§ - 5 25628055 § 45782563 § - 000 § - § 0 § 25628055 §% - ] - % 45,782,568 11.68%
£ - 4 26830068 § 46080776 % - a00%:  § - $ 0 % 263309638 § - ] - % 46,060,776 11.06%a
§ - 5 28,052,888 § 46,298,037 § - 000  § - § 0 § 23052888 % - g - ¥ 46,398,037 10.50%
§ - b 4 20202830 § 46,786,237 § - oo § - § 0 § 29292330 % - 5 - $ 46,786,237 10.01%a
£ - 4 30,551.541 § 47217769 % - a00%:  § - $ o % 30551541 % - ] - § 47217769 B.56%
g - % 31,825,574 § 47,687,248 § - oo0e § - % 0§ 31825574 § - |s - % 47687248 9.16%
§ - 5 38,198,679 § 30,533,538 $ - oo § - § 0 § 33198679 % - 5 - ¥ 30,533,538 T.63%
§ = s 41002190 § 32405060 % = ao0es  § = : ] 0§ 41902190 % = s - $ 52,405,960 6.97%
£ - 4 44208077 § 353,633,340 % - a00es  § - $ 0 § 44208077 % - L] - % 53,633 3840 6.5%%%
§ - 1 50244215 § 36476512 § - 000§ - § 0 § 50244215 § - 5 - $ 56,476,512 5.81%
§ - 5 61,638,182 § 66034758 $ - 000 § - § 0 § 61638182 § - ] - % 66,034,758 4.38%
£ - 4 68832417 § T1380776 % - a00%:  § - $ 0 % 63332417 % - ] - § 71,389,776 4.14%
Total Outlay: | $7,545,091
Present Value:]  §4.792 825
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