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Introduction

As nearly 80 million Americans prepare to enter retirement, they are
concentrating on accumulating enough savings and investments to last for
what some experts say could be 20-25 years without salaried income.

But have these same individuals considered what impact the potential need
for long-term care could have on their assets or income? Have they given
thought to what would happen to their income should a spouse require
some form of long-term care?

These are important questions for today’s advisors and consumers to
consider. In 2008, the United States Department of Health and Human
Services projected that 70% of Americans over age 65 will require some
type of long-term care at some point in their lives.2

In order to better understand consumer attitudes and long-term care
pricing, the Lincoln Retirement*™ Institute commissioned a survey, which
was completed in early 2008. Mathew Greenwald & Associates, a
Washington, DC, public opinion research organization, examined attitudes
and behavior concerning money management and long-term care in two
separate surveys.

12000 Annuity Mortality Tables, Society of Actuaries

2 Average national costs as of 2007. U.S. Department of Health & Human Services— National Clearinghouse
for LTC Information, www.longtermcare.gov. March 26, 2008.
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Methodology

The questionnaires for the studies were designed
by Greenwald & Associates, in cooperation with
The Lincoln Retirements™ Institute. Respondents
were asked about general financial planning
goals, how planning for long-term care fit into
those goals, their assessment of the risks involved
with long-term care, how they planned or advised
clients to deal with long-term care costs, and the
involvement of other family members. A series of
guestions was also asked to gather demographic
characteristics.

Information for the consumer study was gathered
through 15-minute online interviews with a total
of 1,011 respondents. To qualify for the study,
participants had to be born between 1937 and
1957 and have a household income of at least
$75,000 or household financial assets (excluding
primary residence) of at least $250,000. The
online interviewing for this survey was conducted
using Synovate’s online consumer panel and took
place between December 20 and 26, 2007.

Information for the advisor study was gathered
through 14-minute telephone interviews with a
total of 226 respondents, including 75 wirehouse/
regional advisors, 75 bank advisors, and 76
independent advisors. Quotas were instituted to
insure the distribution of advisors by firm type.

To qualify for the study, participants had to have
been working as a financial planner or advisor for
at least three years and to earn at least $50,000
from the sale of financial products. The telephone
interviewing was conducted by trained,
professional interviewers at National Research
LLC, a subsidiary of Mathew Greenwald &
Associates, in Washington, DC. Calling for this
study took place between December 20, 2007
and January 7, 2008. The sample was selected
from targeted lists provided by the Lincoln
Retirement™ Institute.

The Lincoln Retirement™™ Institute,

an organization within Lincoln

Financial Group, was created to conduct
research, organize the intellectual
capital of the company, and work

with external thinkers on retirement
subjects that are relevant to the Baby
Boomer generation. Additional survey
findings and research may be found

at www.LincolnFinancial.com.

The margin of error (at the 95% confidence
level) for the total number of respondents in
the consumer study (1,011) is plus or minus 3
percentage points. For the advisor survey, the
margin of error is plus or minus 11 percentage
points for each advisor type (n=75/76). There
are other possible sources of error in all surveys,
however, that may be more serious than
theoretical calculations of sampling error. These
include refusals to be interviewed and other
forms of nonresponse, the effects of question
wording and question order, and screening.
While attempts are made to minimize these
factors, it is impossible to quantify the errors
that may result from them.

To the extent possible, respondent data for the
consumer study was weighted to reflect the
makeup of the U.S. population age 50 to 70
by age and household income. Population
statistics were obtained from the 2006 Current
Population Survey published online by the U.S.
Census Bureau.
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Executive summary

The Lincoln Retirement™ Institute survey
discovered that Boomers (those born between
1946-1964) are doing what they can to prepare
for a potentially long retirement. However, even
as they put their financial plans into place, most
are ignoring the potentially devastating expenses
associated with long-term care. The
“Overconfidence Effect” is often preventing them
from acknowledging the emotional and financial
tolls that long-term care challenges can bring.

The study also uncovered a dichotomy between
what Boomers envision for their personal
retirement futures and what they expect their
peers to face in retirement relying on self-insuring
to fund potential long-term care expenses.

The survey revealed the Overconfidence
Effect may be rooted in baby boomers
having a distorted view of their own
potential need for long term care. When
asked how they were preparing themselves for
potential long-term care needs, Boomers were
likely to say they are focused on such unreliable
methods as maintaining a healthy lifestyle (54%),
investing to get the highest possible return (40%)
and saving additional money to cover long-term
care expenses (39%), rather than heeding their
own advice to other Boomers and purchasing
insurance.

Many Boomers believe they are planning for
long-term care; however, there is a lack of
understanding concerning the limitations of
long-term care funding sources. Nearly half of
those surveyed state they will use Medicare (49%)
and health insurance (45%) to help pay long-term
care expenses. Yet in reality, these sources are
likely to pay only a small fraction of the costs.
Women and boomers under the age of 60 have a
higher propensity to believe that Medicaid and/or
Medicare are viable funding options.

The survey uncovered a divide between
boomers’ attention to retirement planning
and daily health care expenses and their
significant lack of consideration for a
potential financial breakdown due to long-
term needs. More than 80% of boomers
surveyed say they know that long-term care costs
could significantly reduce their retirement income
and assets, yet most (73%) plan to use their
savings or investments versus insurance to cover
the costs. Furthermore, the cost of long-term
care could force them to sell their home, a
scenario that may have additional ramifications
in today’s economy.

Consumers were read a brief description

of a life insurance product that would pay
toward long-term care expenses and provide
a money-back guarantee if it were funded
with a single payment. They were then asked
how likely they would be to consider purchasing
it. Two-thirds reported they would be very (16%)
or somewhat (51%) likely to consider buying the
product.

When it comes to advisors, virtually all said
that, when talking to their clients about
financial planning, they bring up inflation,
the number of years their clients might live
in retirement, how much annual income
they will need to maintain their desired
lifestyle, and how much money they would
like to leave to their heirs. However, advisors
are considerably less likely to say they always
bring up an inheritance than to say they always
bring up the other three factors. They are also
somewhat less likely to discuss health care
expenses, nursing home expenses, and the
expenses of nursing care or assistance provided
at home.
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Advisor observations of the financial impact
of long-term care tend to mirror consumer
expectations. Generally speaking, more than
two in ten advisors surveyed report their average
client has less than $250,000 in savings and
investments, not including their primary
residence. Almost half report average assets
between $250,000 and $499,999, while
between one-quarter and four in ten indicate
their clients, on average, have assets of
$500,000 or more.

Nearly half of advisors report that 50% or more
of their clients could pay for a year of care in a
nursing home without financial difficulty. Nearly
half (four in ten) say that when their clients need
long-term care, the impact on their client’s
financial situation is severe or moderate. Yet only
about one in ten advisors think that their
business would suffer a severe impact if more of
their clients started needing long-term care—in
fact, roughly two in ten think the impact on their
business would be negligible.

Most advisors report that only a small
minority of their clients age 65 and over
currently have long-term care insurance.
Most advisors report that only a small minority
of their clients age 65 and over currently have
long-term care insurance. Four in ten indicate
that fewer than 10% of their clients have this
type of insurance, while roughly one-third state
that 10 to 24% of their clients have it.

Advisors were also read the brief
description of a life insurance product that
would pay toward long-term care expenses
and provide a money-back guarantee if it
were funded with a single payment. Almost
all advisors said they would be likely to consider
recommending the life insurance product
described. About four in ten would be very likely,
while more than half would be somewhat likely.
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Consumers
(n=1011)

& Very
important

[ Somewhat
important

Key findings: consumers and advisors

The questionnaires for the studies were designed by Greenwald & Associates, in
cooperation with the Lincoln Retirement*™ Institute. Respondents were asked about
general financial planning goals, how planning for long-term care fit into those goals,
their assessment of the risks involved with long-term care, how they planned or
advised clients to deal with long-term care costs, and the involvement of other family
members. A series of questions was also asked to gather demographic characteristics.

Overall financial planning goals

Affluent consumers were asked to rate eight retirement planning goals. They
ranged from having enough savings to last throughout retirement, to the potential
need for long-term care, to the concern that they would become a burden to
another family member. The desire to leave an inheritance was also listed as one
of the goals.

How important are each of the following goals to you?

87% 0 98% Having enough savings and investments

82% 15% 97% Being able to afford adequate health care

82% 15% 96% Not relying on family for financial assistance

78% 20% 98% Having sufficient income

72% 23%

95% Not relying on family for personal assistance

60% 34% 94% Being able to afford nursing care in your home

58% 34% 92% Being able to afford nurisng home care

18% 31% 48% Being able to leave an inheritance for your heirs

Consumers said that having sufficient savings and investments to last their lifetime
was important (98%). They also felt strongly that being able to afford adequate
healthcare was important (97%), as well as avoiding the need to rely on family
members for financial assistance (96%).

Maintaining desired lifestyle

While they did not consider the ability to maintain their desired lifestyle as very
important, 98% said that this was important to them. And 94% considered the
ability to afford nursing home care to be important, although only 58% said it was
very important.

Leaving an inheritance
Less than half of the respondents (48%) said that leaving an inheritance was an
important financial goal. In fact, it ranked as last on the list of eight goals.
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Long-term care

Approximately 6 in 10 (62%) said that they had considered the expenses of
requiring assistance in their home or of receiving nursing home care (58%).
Women were more likely than men to say they had considered long-term care,
and the propensity to consider these types of expenses increases with age.

While the vast majority (95%) of affluent consumers say that their financial plan
covers the source of income, replacement income should a spouse pass away
(91% of married consumers), how much income they will need each year (89%),
and how they will cover healthcare expenses (89%) only 65% have a plan that
addresses long-term care needs either in their own home or in a nursing home.

When you calculated how much you would need, did you consider...?

97% How much you would need to spend each year

97% How much you could expect to receive

96% How much you could expect to earn

95% Number of years in retirement

93% Health care expenses

91% Inflation

62% Expenses of nursing care or assistance at home

58% Nursing home expenses

51% Value of home

40% Inheritance

Assessing risk of long-term care

As stated on the previous page, 62% of consumers considered the expenses

of potential long-term care. At the same time, more than 4 in 10 believe that
the average 65-year-old has at least a 60% chance of requiring long-term care
for three or more months at some point in their lives. This is consistent with the
statistics presented by the U.S. Department of Health and Human Services in
the introduction.

However, when it came to their own risk, just 3 in 10 believed that their chance
of needing long-term care was 60% or greater.
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About what chance do you think you have of needing long-term care for
a period of three months or more at some point before you die?

Consumers 24%

(n=1011) 18%
15% 15% 15%
. l . . -

Less than 20% t039% 40% to 59% 60% to 79% 80% chance Don't know
20% chance chance chance chance or more

Preparing for long-term care

When it comes to preparing for the possibility of needing long-term care,
about 6 in 10 said that living a healthy lifestyle (63%) was important. But only
23% believed that this would be the best way to prepare.

Purchasing insurance was mentioned by 59% of respondents, with women
more likely than men to consider this the most important way to prepare.
At the same time, 91% mentioned saving or investing, to get the highest
possible return, in order to prepare for any long-term care need.

Those who already have long-term care insurance were more likely to say that
insurance is the best way to prepare. Similarly, those who intend to purchase
insurance feel that insurance is the best way to prepare for the future when
compared to those who have no plans to purchase.

In general, how do you think people should prepare for this possibility
[needing long-term care]? (Select up to three.) / What do you think is the best
way to prepare for the possibility of needing long-term care (Select one.)

Consumers 63%
59%
@ Ways to
prepare
(n=1011) 49%
1 Best way 43% 41%
to prepare
(n=990)
26%
23%
16%
0,
14% 12%
5%
2%
Purchase Maintain  Save additional Invest to get Reduce Talk to
insurance  healthy lifestyle  money highest return  spending children
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Paying for long-term care

Most consumers believe that people use their own savings or investments (92%) to
pay for long-term care. Other responses were home equity (80%), Medicare (80%),
and Medicaid (79%). The likelihood of believing that people rely on Medicare or
Medicaid was higher among those under age 60 than for older consumers.

What resources do you think most people use to pay for long-term care, either in
a nursing home or at home? Do you think most people use...?

92% Savings or investments

80% Medicare

80% Equity in their home

79% Medicaid

73% Long-term care insurance

67% Assistance from family members

66% Health insurance

43% Disability insurance

38% Life insurance

There does not appear to be complacency about the financial consequences of
long-term care. Almost 3 in 10 state that the effect would be severe (28%), while
more than 4 in 10 believe it would be moderate (43%). The expectation that the
financial consequences of long-term care would be severe increases as financial
assets decrease.

If you (or your spouse) were to need long-term care, do you think the impact
on your assets and income stream would be...?

43%

28%

18%

5% 6%
Severe Moderate Mild Negligible  Don't know
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Long-term care insurance

The Greenwald study found that more than half of affluent consumers say they
either own or intend to purchase long-term care insurance. Those over age 60,
and those with financial assets of at least $250,000 are more likely to say they
currently own long-term care insurance. This leaves almost half with no plans to
purchase this type of insurance.

Among those who report that they own or intend to buy long-term care
insurance, 72% say that it will be a separate policy. Just 10% state that it would
be part of their health insurance, and very small percentages believe it would be
part of some other type of insurance.

Reasons for purchasing long-term care insurance include:

e The cost of long-term care could significantly reduce their retirement income
and assets.

e The desire to keep family members from having to provide long-term care
assistance.

e The cost of long-term care could force them to sell their home.

e |t would help the individual maintain control over care decisions.
Reasons for not purchasing long-term care insurance include:

e |t is too expensive.

e Right now, there are other, more important concerns.

e There will probably be no need for long-term care.

e Costs are too unpredictable, so there is no use in planning for them.

Please indicate how strongly you agree or disagree with each of [these reasons].

50% 37% 86% The cost of long-term care could significantly reduce my income

I don’t want to take any chances that my family might have to

48% 36% 84% provide assistance

40% 44% 84% Having long-term care insurance would help me maintain control

36% 45% 82% Long-term care insurance is too expensive

32% 65% The cost of long-term care could force me to sell my home

23% 67% Right now | have other more important concerns

10% 50% The changes are good that | will never need it

9% 42% Long-term care costs are so unpredictable
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Linked-benefits life insurance

Consumers were read a brief description of a life insurance product that would pay
toward long-term care expenses, and that would provide a money back guarantee
if it were funded through a single payment. The respondents were then asked how
likely they would be to consider purchasing it.

e Two-thirds would be very (16%) or somewhat (51%) likely to consider
the product.

® Those who are married, those with household incomes of $75,000 or more, and
those with experience with long-term care were more likely to consider buying
this product.

* Younger consumers were more likely than older consumers to express interest.

® Those more likely to consider this product were those who already intended
to purchase long-term care insurance.

e Interest in the product declined as the perceived financial consequences of needing
long-term care decreased.

Do you currently...?

Consumers
(n=1011)

30% Have long-term care insurance
6% Intend to purchase long-term care insurance in the next 12 months
18% Intend to purchase long-term care insurance in a year or later

46% Have no plans to purchase long-term care insurance

Talking to relatives about long-term care

More than 6 in 10 affluent consumers say they might look to children or other
relatives for long-term care or support. This proportion is higher both for women
and married consumers. However, only 33% have actually talked to their relatives
about this topic.

Those who currently have long-term care insurance and a written financial plan
were more likely to discuss the possible need for long-term care with relatives.

10
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Do you have children or other relatives Have you talked to them about the
who you might look to for care or support possibility of needing long-term care?
if you ever needed long-term care?

Base: Consumers
with relatives
who might
provide support
(n=629)

Preferences for receiving care

When it comes to preferences for receiving long-term care, the answer is perhaps
not surprising. Almost all consumers reported that they would prefer to receive

it at home, with more than one-third stating they would prefer to be in the care of
professionals (36%) rather than family only (7%). This correlated somewhat with
wealth: a larger share of those with at least $250,000 in assets prefer professional
care only, while those with less than $250,000 are more apt to prefer a combination
of professional and family care. And those with long-term care insurance prefer
professional care only, while those without insurance prefer a combination.

Only 8% stated that they would prefer to receive care in a nursing home. Only

those who are unmarried are somewhat more likely to prefer nursing home care.

If you needed long-term care, would you prefer to receive it...?

_ 49% At home, from a combination of professionals and family
_ 35% At home, from professionals
- 8% In a nursing home

- 7% At home, from family

Roughly half of the advisors interviewed said they provide holistic financial planning,
developing complete financial plans based upon extensive analysis of the clients’
assets, liabilities, and goals. Independent advisors (61%) were more likely than bank
advisors (44%) to provide such comprehensive planning.

11
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The remainder described their work as primarily providing investment advice,
making asset allocation and diversification recommendations. More bank advisors
(55%) than independent advisors (37%) primarily provide this service.

When you think about the work you do with your clients, would you say you
primarily provide...?

61%
55%

Holistic financial planning Investment advice

Talking to clients about long-term care
The large majority of advisors say they discuss the possibility of needing long-term
care with their clients.

The few who say they do not discuss it expressed that it doesn’t fit with their
client’s needs, either because the client is wealthy or young, they have a lack of
knowledge about long-term care, or the product is not supported or sold by
their firm.

Why don't you talk to your clients about long-term care?

29% Lack of knowledge
6% Other
35% Doesn't fit client needs

29% Don't sell product
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Resources used for long-term care
Almost all advisors stated that people typically use savings and investments to help
pay for the costs of long-term care, either in a nursing home or at home.

Both bank and independent advisors (87% each) also believe that long-term care
insurance is used to pay for long-term care. Fewer wirehouse/regional advisors think
about long-term care insurance as a resource.

What resources do you think people typically use to pay for long-term care, either
in a nursing home or at home? Is it through...?

100%
96% Savings or investments
49%

87% Long-term care insuranc
87%

77%
83% Assistance from family members

72%

67% Equity in their homemembers
68%

L

77% Medicaid

67%

69% Medicare

47% Health insurance

21%
I 28%
— 36% Life insurance

24%
31%
35% Disability insurance
20%

13
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W Bank
(n=61)

7 Independent
(n=57)
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Impact of long-term care on finances

Advisor observations of the financial impact of long-term care tend to mirror those
of consumers. Roughly 4 in 10 advisors stated that the impact to a client’s financial
situation is severe or moderate.

Typically, when your clients need long-term care, do you find the impact on their
assets and income stream to be...?

44% 44%
42% 41%
37% 37%
16% 16%
6%
3% 4% 2%
0% 0% __
Severe Moderate Mild Negligible Don't know

Impact on long-term care on advisor’s business

Advisors in all channels believe that a client’s need for long-term care would only
“moderately” impact their business (43% wirehouse/regional; 41% bank; 47%
independent). Only 1 in 10 think that their business would suffer a severe impact if
more clients started to require long-term care.

Perhaps this is because nearly half of the advisors report that 50% or more of their
clients could pay for one year of nursing home care without financial difficulty.
Only a small proportion stated that less than 10% of their clients could afford one
year of nursing home care.

About what percentage of your clients do you think could pay for a year of care in
a nursing home without financial difficulty?

32%

25% 25%

0, 0,
21% 0% ) 20% 199 22% 2%
16% 18% 17%
13% 12% 13%

Less than 10% 10 to 24% 25 t0 49% 50 to 74% 75% or more
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Client reaction to advisor recommendation

More than half of the advisors who recommended long-term care insurance to
their clients stated that the reaction was generally positive. However, the positive
responses fall into the “somewhat positive” range, rather than the “strongly
positive” range.

Less than half of the advisors reported a typically negative reaction. Again, the
negative reactions fall into the “somewhat negative” rather than the “strongly
negative” range.

How do your clients generally react when you advise them to purchase long-term
care insurance?

B Wirehouse/ 54% 54%
Regional
(n=61)

M Bank
(n=61)

46%

46%

[ Independent
(n=68)

7% 6%
3% o
e s 0% 1%
Strongly positive Somewhat positive  Somewhat negative Strongly negative

Likelihood and reasons for recommending long-term care insurance
Advisors were read a brief description of a life insurance product that would pay
toward long-term care expenses, and that would provide a money back guarantee
if it were funded through a single payment. The respondents were then asked how
likely they would be to consider recommending it to their clients.

e Almost all advisors (97%), particularly those in the bank channel, said they would be
likely to consider making a recommendation.

e The majority of advisors also believe it likely that their clients would consider
purchasing the product.

e Those advisors who said their clients would be very or somewhat likely to purchase
the product cited the money back guarantee was the primary reason.

e Other frequently cited reasons are a need for the product, an easy way to obtain
long-term care benefits, providing another option for their clients, and the offer of
a death benefit to heirs if the client doesn’t use long-term care.
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M Wirehouse/
Regional
(n=75)

M Bank
(n=75)

Independent
(n=76)

How likely do you think your clients would be to consider purchasing
this product?

31%
35% Very likely
20%
68%
68% Somewhat likely
75%
8%
9% Not too likely
1%
B 2%
0% Not at all likely
3%
M 2%
0% Don't know

1%

About The Lincoln Retirement™ Institute

The Lincoln Retirement™ Institute, an organization within Lincoln Financial Group, was created to conduct
research, organize the intellectual capital of the company and work with external thinkers on retirement
subjects that are relevant to the baby boomer generation. Please visit www.LincolnFinancial.com for
additional survey findings, research, and other pertinent information.

About Lincoln Financial Group

Lincoln Financial Group is the marketing name for Lincoln National Corporation and its affiliates.

Two separate companies issue Lincoln insurance products. New York products are issued by Lincoln Life
& Annuity Company of New York, Syracuse, New York. For all other states, products are issued by The
Lincoln National Life Insurance Company, Fort Wayne, IN. These companies are separately responsible for
satisfying their own financial and contractual obligations.

Lincoln Financial Group® affiliates, their distributors, and their respective employees, representatives,

and/or insurance agents do not provide tax, accounting, or legal advice. Any tax statements contained
herein were not intended or written to be used, and cannot be used for the purpose of avoiding U.S. federal,
state, or local tax penalties. Please consult your own independent advisor as to any tax, accounting, or legal
statements made herein.
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