Business Solutions

Take care of top talent.
Protect your bottom line.

Michelle Tish, CLU, ChFC
Regional VP Life Distribution
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2021 Principal Business Owner Insights

How do your business priorities and O Principal
reality compare to those of your peers?

We asked some of your peers recently’ about their financial priorities. The realities show some
planning is still needed to achieve their goals.

Top 5 priorities vs. realities

Business

protection 50%

have a plan

It’s the No. 1 priority since 2010, yet only half have solutions in place.

Health and wellness

What keeps
é 7% business

Of the owners who provide benefits, 33% offer an employee assistance program (EAP), and 27% offer

emotional and wellness programs. own e rs u p at

Income

protection @ h4wgz/a°n n ig ht?

It's been a top 3 priority since 2010, yet only 42% own an individual disability income insurance policy.

Business succession
planning

60%

e have a plan

Of those with a plan, 32% haven’t reviewed it in more than two years.

Qualified
retirement plans 59%

@ have a plan

While 401(k) plans remain the most popular, employee stock ownership plans (ESOP) show significant growth.
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Quitter's Market

Many factors have led to the historic quits levels—the ongoing pandemic, vaccine mandates and
a strong candidate's market are just some considerations that may be leading more workers to
put in their notice. The last 10 months of 2021—since March—saw the largest exodus of
employees on record. Hover over each line to see more details about the year and how many
workers quit each month.

— 2001 — 2002 — 2003 — 2004 — 2005 — 2006 — 2007 — 2008 2009 2010

= 2011 ==2012 ==2013 =—2014 ==2015 == 2016 == 2017 ==2018 =—2019 2020

— 2021

4,500,000 ‘/‘\/\
g N g —

3,500,000 :/

e, S — G
v-_v _’___-_.
3,000,000 —_————— _,\W =
——— —— = = “\’
2 500,000 e S e —— “

2,000,000 /‘\‘/A = = —

1,500,000 I I I I I I
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Chart: Mauro Whiteman * Source: U.S. Bureau of Labor Statistics, Job Openings and Labor Turnover Survey. « Created with
Datawrapper



Fo RT U N E RANKINGS v MAGAZINE  NEWSLETTERS  PODCASTS  MORE v SEARCH SIGN IN O O ®
Principal

If Ukraine keeps up resistance, AID CONTENT Meet a 25-year-old NFT collector Nestlé CEO accused of aiding the
expect Putin to make nuclear 2 - Why green cities are critical for o5y who earned $75,000 the day of the 7Nl Killing of ‘defenseless children and
threats against the West R A f'Qh“"Q climate change Q &\ ApeCoin airdrop—before the Bored
ree Ll H FROM SALESFORCE+ ' Ape token surged 90%
o e

Most Popular

. il mothers’ by refusing to stop doing
Sl business in Russia

CAREERS - GREAT RESIGNATION

Over 4 million Americans have quit their

jobs for 6 months in a row as the Great

Resignation rages on

s 2o awmne

NEWS X CULTURE J MUSIC () PODCASTS & SHOWS  Q SEARCH

<

W
&2CNBC mem— [F:{ ok
y/"ijwplanet Money THE ECONOMY EXPLAINED

C
= MARKETS BUSINESS INVESTING TECH POLITICS CNBCTV INVESTING CLUB PRO& "/ @
o\
ERAN

Caring for someone with Alzheimer’s isn’t
always easy. Reaching us is.
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Q Principal

Who are your difference makers?

Employees whose departure would most impact your:
Operations
Customer relations
Profitability

Recovery time

Take care of top talent.
Protect your bottom line.
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Protect your
business from
the loss of top
talent

Solutions

Key person Insurance

‘eplacement insurance

« Bonus plans
« Deferred compensation plans

P

Where connections make a difference.
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Funding options and considerations

« Life insurance provides Immediate
benefit when the person dles

« Cash flows can fluctuate greatly
« Sinking funds need time to accumulate

« Key person replacement insurance

provides iImmediate benefit at disability
» Cash flows can fluctuate greatly
« Sinking funds need time to accumulate

« Life insurance cash values may allow
tax-advantaged access

« Cash flows can fluctuate greatly

« Sinking funds need time to accumulate

unitelinsurance.com




How can you recruit them, retain them, Q Principal
and help protect your business?

Key employee Key person

benefits insurance

Take care of top talent.
Protect your bottom line.
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The right key employee benefits can QPrincipat
make all the difference

Recruit Reward Retain Retire

Attract top Provide Encourage Offer

talent with a performance- loyalty by additional

competitive based helping secure retirement

benefits contributions to financial futures savings and

package achieve long-term
organizational Income
objectives diversification

options

For financial professional only. Not for use with consumers or the public.
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Key employee benefit solutions

Deduct now, Deduct later,
less employer control more employer control

< Bonus Split Dollar Deferred Comp >

Bonus Loan T h Ben Select Defined
LLC Split Dollar | only ! Reward Contribution

Endorsement Incentive Defined
Split Dollar Bonus Benefit

For financial professional use only. Not for distribution to the public.
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Key Employee Benefits QO principat

Plans are:
Selective
Benefits may vary
You establish vesting

Designed to meet YOUR needs
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Retention Sales Story

Situation — Best Company concerned with losing
several key employees as the competition has been
calling on them.

Discussion — The business was willing to provide a
significant future benefit if the employees stayed for 15
years. The business wanted significant control.

Solution — Best Company promised to give the key
employees a bonus in year 16 (targeted at $500,000) if
the employees stayed. If they left, the employees got
nothing. Best Company purchased a life insurance
policy on each key employee and funded it to achieve a
$500,000 value in year 16. The business had a
retention tool, key person coverage and an asset on
the books.

For financial professional use only. Not for use with consumers or the public.
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December 07, 2021 . . o Indexed Universal Life Accumulation II (08/2021)
Principal

Key Executive Initial Death Benefit: $309.261
I R P I Male, Age: 50 Preferred Nontobacco Initial Annual Premium: $25,000.00
e e c ewa r a n State of Issue: lowa Initial Death Benefit Option: 2 (Face + Accumulated Value)
Current (Non Guaranteed) based on premium allocation and interest rate tables
Employer  Employer Employer  Employer Employee  Employee  Employee
End of Net Net Net Net Employee  Economic Net Net Net

E m p I Oye r Year After-Tax  Surrender Accumulated Death Bonus Taxon Benefit After-Tax  Surrender Death

Year Age Outlay Value Value Benefit Received Bonus Cost Outlay Value Benefit

1 5 25,000 25,000 250,000 0 0 70 21 0 79,737
E I St 2 52 25,000 50,000 250,000 0 0 94 28 0 101,325
m p Oyee ayS 3 53 25,000 75,000 250,000 0 0 123 37 0 124,093
4 54 25,000 100,000 250,000 0 0 156 A7 0 148,138
. 5 55 25,000 125,000 250,000 0 0 198 59 0 173,554
E m p I Oyee D | eS 6 56 25,000 250,000 0 0 247 74 0 00,419
7 57 25 250,000 0 0 3N 93 0 28,815
g 58 25,000 250,000 0 0 387 6 0 87
E I L 59 25,000 250,000 0 0 477 43 0
m p Oye e e ave S 10 60 25,000 250,000 0 0 576 3 0

250,000

o
o
!
o
w
v
~
)
~N

1 61 25,000 250,000 0 0 703 21N 0 368,026

12 62 25,000 250,000 0 0 847 0 411,242

13 63 25,000 250,000 0 0 1,020 0 457 233

14 64 25,000 250,000 0 0 240 0 506,171

15 65 25,000 0 0 250,000 0 0 382 0 506,171

E m p I Oyee 16 66 -93.750 0 0 0 499070 149721 0 335367 573,116
17 67 0 0 0 0 0 0 0 3 9 539,782

18 68 0 0 0 0 0 0 0 3 506,448

Makes up lost qroup life w

p g p 20 70 0 0 0 0 0 0 0 439,780

281,250 499,070 149,721 7,831 -164,318

- - e 0 0 Py 0 19 261 270
Makes up QRP limits 2 m o o o o o o o zm nem
23 73 0 0 0 0 0 0 0 33334 208,012
24 74 0 0 0 0 0 0 0 -33 184,700
Feel Va I u ed 25 75 0 0 0 0 0 0 0 -33, 159,837
26 76 0 0 0 0 0 0 0 -33,334 133,307
27 17 0 0 0 0 0 0 0 3134 104,986 205,076
28 78 0 0 0 0 0 0 0 34 74,740 170,036
. ® 29 79 0 0 0 0 0 0 0 134,294
Where connections make a difference.
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Recap: Solutions to your key employee (9 Principat
challenges

Key Key
employee person
benefits iInsurance

unitelinsurance.com



Questions?

Michelle Tish, CLU, ChFC
Regional VP Life Distribution

THANK YOU
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Q Principal

Insurance issued by Principal National Life Insurance Co. (except in NY) and Principal Life Insurance Co. Plan administrative services
offered by Principal Life. Securities offered through Principal Securities, Inc., 800-247-9988, Member SIPC, and/or independent
broker/dealers. Principal National, Principal Life and Principal Securities are members of the Principal Financial Group®, Des Moines,
IA 50392.

No part of this presentation may be reproduced or used in any form or by any means, electronic or mechanical, including
photocopying or recording, or by any information storage and retrieval system, without prior written permission from the Principal
Financial Group®.

Principal, Principal and symbol design and Principal Financial Group, are trademarks and service marks of Principal Financial
Services, Inc., a member of the Principal Financial Group.

Not FDIC or NCUA insured

May lose value * Not a deposit * No bank or credit union guarantee
Not insured by any Federal government agency

BB11400-04 | 01/2020 | 1037535-122019 | © 2020 Principal Financial Services, Inc.
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- : : : Auxiant
Trends in financing medical insurance
Traditional Financing Options

Fully insured
PPQO’s, HSA, HRA's

Level Funding
Self Funding
Captive
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Auxiant

Trends in financing medical insurance

Traditional Budgeting Options

Employee cost share

Trending higher to offset annual increases
Higher deductibles
Trending higher to offset annual increases

Higher out of pocket maximums

Trending higher to offset annual increases

Impact to employee
Is there a better PROCESS
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Self Funding 101 s

Growth of Self Funding

» In 1967 there were 2,500 self-funded Plans

» As of 1999, 50 million workers and their
dependents receive benefits through self-

Insured group health plans sponsored by their
employers

@
N 61%

» Today over 100 million workers and

dependents receive benefits through a self
insured group health plan

The percentage
of U.S. employees

covered under
self-funded
medical plans.
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Auxiant

Self Funding 101

L IF YOU CAN ONLY HAVE 3%, WHICH BOWL WOULD YOU CHOOSE? —I

“The Affordable Care Act kept profit margins in check by

requiring companies to use at least 80% of the premiums for

medical care...Let's say administrative expenses eat up about

17% of each premium dollar and around 3% is profit. Making a [~ = = = -
3% profit is better if the [insurance] company spends more.” I 3% I

- National Public Radio 2018

e = '
| 3% | ' gl =

—_——-J d hﬁ\. o o

-_h“
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Auxiant

Self Funding 101

Taxes: HIT and State Premium Tax 2.9% — 3.3%

Cash Flow: No prepayment of claims 1.5% - 3%

Essential Health Benefits Mandate

Mandated Benefits: Age pricing compression 1% - 3%
Single risk pool standards

Administration: TPA vs Insurance Carrier 5% - 10%

Transparency, RX Rebates, Wellness, 8% - 15%

Cost Control: Plan Incentives, etc.

Savings Potential: Total 18.4% - 34.3%
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Self Funding 101 s

What do the most successful plans have in common?

Quarterly reporting reviews — plan decisions based on data from your
population

Strategic approach to population health

Proactive and forward thinking leadership

Plan designs that reward engaged individuals

Put employees at center of health care strategy

Partner with carrier/administrator to create a strong relationship

Incentivize employees to receive high value care

Where connections make a difference. unitelinsurance.com




Self Funding 101 s

Who Should Consider Self Funding?

Employers who:
Want long-term stability and want to achieve long term goals in their health plans
Want to be in control of their plan (more meaning than ever)
Want to save money (more meaning than ever)
Don’t want to pay for services before they are provided
Are able to look at the big picture
Value quality service to employees

Believe in population health, transparency, and employee engagement
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FQcusHealth Auxiant
Examples of Transparency

Did you know there is a difference in price?

Average Allowable: Hip Replacement

Hospital A Hospital B Hospital C Hospital D Hospital A s
$34,205.76 $35,406.25 $53,933.34 $45,668.20 the best value

Did you know there is a difference in quality?

National Percentile Rank (100% being the best)

Hip Replacement Hospital D is the
Hospital A Hospital B Hospital C Hospital D most utilized
91.23% 79.06% 17.64% 22.35% provider
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Auxiant

Self Funding 101

Healthcare Cost Comparison Where Does the Employer’'s

Fully-Insured

Insurance
premium, used to
pay for claims
(no chance for
savings on good
years)

On years with low
claims, costs are higher
than claims incurred and
the surplus doesn't
return to the employer

Fixed costs
(admin fees +
carrier profits +
reserve funds)

Self-Insured

Risk for
maximum liability
On years with high
claims, employers

risk spending more

to cover the claims
themselves

Opportunity to
save each month

But they also stand
to save the most on
years with low claims

Employer pays for
claims as incurred

Money Go?

S

Fully-Insured Self-Insured
100% paid Pay for what
to carrier you use
Reserves
Profit for carrier Savings for
employer

Higher fixed costs
go towards carrier's
operating expenses

Fixed costs

Expenses Minimum costs

Where connections make a difference.

operating expenses

The employer’s
minimum cost

The carrier’s basic
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Auxiant
Real Results

Claims Trend

Over the last three years, Auxiant clients have significantly outperformed
Industry averages, experiencing decreases in claims spend

-4.1% Medical PEPM since 2018

PEPY numbers far below industry averages

-4.10% -$3,000 PEPY
Decrease since Lower Cost Per Employee on
2018 Average with Auxiant
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Auxiant

Self Funding 101

Self Funding vs. Fully Insured

Annual Fixed Cost Total Max Total Expected Fully Ins
$7,000,000.00

$6,000,000.00

$5,000,000.00

$4,000,000.00

$3,000,000.00

$2,000,000.00

$1,000,000.00
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