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LTCI Agent Responsibility

‘ The long term care insurance boom is under way . . . right now! There are 59

million prospects over age 55 today and every eight seconds, another baby
boomer turns 55. Within the next 20 years, they will add another 76 million to
the market. LTCI producers will be effective in this market if they act
responsibly and develop good habits.

Responsible habits focus on the tools, techniques and ideals R R
you use to bring consistency and fair dealing to your LTC Responﬂblc habits
insurance production. In his book The Seven Habits of

Highly Effective People”, Stephen R. Covey details the things fOClIS‘ on tOOlS,
successful people need to do to gain a high level of faith in technlqlles and
their work and personal pursuits. He talks about bad habits :

that we allow to continue simply because it is comfortable to ld’eals YOlI’ use to
do so. He counsels that we need to understand before being bring consistency
understood and about the need to have a mission statement. . .

He proposes we go about the process of changing old habits and fair dealms to
and acquiring new ones . . . be proactive, prioritize and your LTC practice.
develop a win/win attitude. Good advice.

We too are going to talk about habits . . . simple techniques and straight-forward concepts
insurance agents can use to responsibly transact long term care insurance. Like anything
worthwhile, this task involves some work. It also requires that you believe LTCI to be one of the
most revolutionary and beneficial products you will ever ask a client to buy.

Old Habits

Before we share concepts for more responsibility, let's look at some habits to change. It starts
with a simple question: How can more long term care insurance be sold responsibly?

LTClI Consumers

Most people are unaware or deny their risk of needing long term care services. Research
suggests that persons who live to age 65 face a four out of ten chance of spending some time
in a nursing home before they die and a one in six chance of spending more than one year.
People seem willing to accept the possibility that they will someday get sick and visit a doctor or
be admitted to a hospital, but few people are willing to admit they face a significant lifetime risk
of becoming disabled and using expensive nursing home or home care services. This is a habit
to change! Long term care is indeed a priority and risk that consumers need to manage.

Tragically, many consumers have convinced themselves that Medicare, Medigap supplement
policies, Medicaid or their HMO will cover long term care. They do not. Again, people (your
clients) need to change their habits or else be forced to rely on welfare or the graces of people
willing to take care of them!

LTCI buyers also need to get over their resistance to the higher cost associated with quality
care. People who want quality care need to plan now. The government will simply not provide
it. Private insurers can and will. Evidence is the evolution of LTC policies from an era of limited,
bare bones coverage, to comprehensive plans complete with alternative care options. This is a
higher quality care that comes with a higher price.
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| can't afford it? You certainly hear this complaint. And, historically, the elderly were
disproportionately poor, unable to afford substantial premium payments. This is less true now
as the income of elderly has increased a great deal over the last twenty years, While the elderly
still have factions of poverty and near poverty, most current evidence suggests that the elderly
as a whole are roughly as well off as the rest of the population. Most estimates of the future
income and assets of the elderly project substantial improvements.

LTC Insurers and Agents

On the supply side, the single-most critical obstacle to marketing is the fact that LTCI has not
qualified as a core product. Most agents have yet to embrace this product fully (big mistake)
and insurers are not yet sure about its profitability (see below).

The greatest When carriers are willing to tie LTCI sales performance to trips to
the Bahamas and gift bonuses, you will know it has reached full
obstacle to product status.

acceptance is Of ibl d Iready k th ds of
course, responsible producers already know the rewards o
the fact the LTCI LTCI. Itis a product that virtually everyone needs and wants to

is still not a hear about. For the less than ethical, this is the cue to abuse and
confuse clients, especially the more vulnerable senior. There will
core product. always be agents in this category. They seize the opportunity to

earn a commission at any price. Others are simply not
understanding the depth and breadth of the market. They end up missing entire market groups
who are viable and active buyers such as boomers and even younger working adults. LTCI is
also NOT and area to simply “dabble”. The product is more complex and mistakes are far-
reaching. Producers who sell responsibly must shed the notion that it is just another source of
commissions. You must believe in and fully understand this product before you can safely
transact it. These are agent habits that must change quickly.

Why haven't insurers flocked to LTCI? They're still caught up in the risk. There’s the moral
hazard and adverse selection. Moral hazard is the increased use of services that results
when people have insurance coverage. Since most LTC is currently provided by family
members at no formal costs, the possible increase in use is large. Thus, there is a substantial
possibility of increased use of services by a large number of persons who would “medically”
qualify. Insurers also worry about adverse selection which is the possibility that people who
“know” they will use long term care services will disproportionately buy the insurance, driving up
use beyond expectations. This creates a vicious circle where premiums have to be raised,
causing low risk people to drop their policies and force additional increases in premiums.

Insurers are also concerned about the timing of premium payments and the ultimate use of
benefits. Long term care is needed principally by the elderly, especially those age 85 and over.
And, there is likely to be a very long time between initial purchase of the insurance policy and it
eventually use. For example, a policy bought at age 65 probably will not be used for 20 years; a
policy bought at age 45 probably may not be used for 40 years. Unforseen changes in disability
or mortality rates, utilization patterns, inflation in nursing home and home care costs, or the rate
of return on financial reserves can dramatically change a profitable policy into a highly
unprofitable one.

Despite all the barriers and reasons LTCI has not sold in the past, insurers and agents (the
smart ones) are moving forward. Policies are improving rapidly, major marketing efforts are
being developed and the marketplace (LTCI buyers) are responding in force.
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There is no better time to be involved in responsibly selling long term care insurance. And, it is
a perfect time to break old habits that have been keeping production down and/or prohibiting
you from transacting this dynamic product at all. Following is our list of 10 new habits you need
to develop on your way to becoming a responsible LTCI agent . . .

Ten New Selling Habits For Responsible LTCI Agents

#1— Responsible LTCI Agents Practice Ethical Selling
#2— Responsible LTCI Agents Recognize They Have An Important Job
#3— Responsible LTCI Agents Are Needs Oriented / Solutions Based
#4— Responsible LTCI Agents Know Their Clients
#5— Responsible LTCI Agents Monitor The LTC Continuum
#6— Responsible LTCI Agents Sell What They Know & Believe What They Sell
#7— Responsible LTCI Agents Match Policy Features / Options To Needs
#8— Responsible LTCI Agents Expose The LTC Funding “Minefield”
#9— Responsible LTCI Agents Know All They Can About Underwriting
#10— Responsible LTCI Agents Study Selling Mistakes of Other Agents
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#1 -- Responsible LTCl Agents
Practice Ethical Selling

‘ Less-than-honest selling is nothing new: Caveat Emptor (buyer beware) is
said to have appeared on buildings in ancient Rome. But in the long term
care insurance business, it is the magnitude of damage that heightens the dishonesty. An
unsuspecting senior client who buys inadequate LTC coverage, for example, is hurt a lot more
than someone who buys a fake Rolex for $20 on the street corner. This is why agents need to
practice sales ethics.

Most states do not devote large sections of their insurance code Ethical S¢“II‘IS IS

to ethics. It's not generally part of license exams or taught at something you

colleges. Therefore, it is something you choose in order to do a CHOOSE in

better job for your client. If you need more reasons why you

should practice this conduct, here’s a short list: order to do a
better job for

It might keep you from being sued by a client or your insurer. .
The cleaner your record, the less involved underwriters will your client.
be in the sales process, i.e., you have more control over the
sales process and less compliance.

Ethical conduct violations drive up the cost of doing business which could effect your
commissions, or, completely replace the current system of incentive pay with a salary or
other form of measured compensation, i.e., violations can mean less money.

Ethical conduct problems erode the public trust and that can cut into your sales.

Ethical conduct lawsuits are now part of how companies are rated. More suits mean a
lower rating and a harder sale for you.

There are many industry groups and agent associations who feel that the movement toward
long term care sales ethics is way behind schedule. Too much emphasis and money has been
spent on grooming sophisticated “salesmen”, they say, when there is a greater need for agent
diligence and fair dealing. Especially in the area of long term care where the primary market
(seniors) can vulnerable to less-than-honest sales tactics.

The cornerstone of this agent diligence movement is now called agent due care or sales
conduct. Roughly translated, the meaning of sales conduct is an agent's professional and
ethical handling and choice of company, product and sales presentation to best serve a
client's financial planning. Others have embellished on this definition where the practice of
sales diligence might read like this: “Conduct business according to high standards of honesty
and fairness and to render that service to its customers which, in the same circumstances, it
would demand for itself. Provide competent and customer-focused sales and service. Engage
in active and fair competition. Provide advertising and sales materials that are clear as to
purpose and honest and fair as to content. Provide fair and expeditious handling of customer
complaints and disputes”. In essence, you are placing ethics above selling.

If you believed strongly in sales ethics, you might run your practice by the following credo:

| will know everything possible about my client’s financial and LTC insurance needs.

| will have a complete understanding of all products | sell and present them fairly.

| will find the most suitable product for my client and make sure | place him with financially
capable companies without “bashing” the competition.

6
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I will document any lack of knowledge with a full disclosure agreement.

I will request each client to sign a binding arbitration agreement for any potential
misunderstanding or dispute.

While it would be wonderful if every agent lived by these rules, “real world” situations often get
in the way. Taking the time to follow each and every rule would probably add to your work
load. On the other hand, a little less free time today might save you considerable time and
money by avoiding a major legal confrontation later. Likewise, the loss of a policy sale or two
today might make it a whole lot easier to sell one . . . or be referred one . . . next year.

Ethical Insurance Selling

Do you think you're an honest LTC agent? Could you prove it to a jury? What would your
mother say about your sales practices? In the end, how will you judge your sales career? By
how much money you made? By how many customers you helped? By what you
accomplished for your family and your community? The answer lies within you. And, you are
not alone if you are not 100% sure. There are many people and industries trying to grapple with
the solution to “truth in selling®.

In a way, the insurance industry is battling a decline of sales ethics; a moral combat if you will.
One battlefield, where it is difficult to win, is the media where in recent times consumers read
about state regulators warning 147 New York insurers on deceptive selling practices, or one
company being penalized more than $700 million for deception, or an insurer’'s agreement to
pay $25 million to cover the unscrupulous sales techniques of a single agent. Ethical selling,
as portrayed by the media, is just another oxymoron.

The troops leading the “offensive” for the industry are sales and motivational speakers and
industry associations. Ethics, truth and responsibility are suddenly the core of seminars and
newsletters with titles like Winning With Integrity, Selling With Integrity, Principled
Persuasion or Selling With Honor. Groups and associations are doing their share by
promoting proprietary codes of ethics as the foundation to membership and/or the blueprint
for all transactions.

This is not to suggest that simply possessing a moral code is something that sets a professional
apart from a mere salesperson. However, maintaining a Code of Ethics does inspire us to do
good — especially if the breach of the code means we will lose our membership or be
scrutinized by our peers.

Having high ethical standards, or more simply being honest, can be more important than being
right because honesty reflects character while being right reflects a level of ability.
Unfortunately, the insurance industry, for the most part, still rewards ability. There are, for
example, plenty of "million dollar* marketing winners and "sales achievement awards"; but few,
if any, "Ethics & Due Care" certificates.

For some, ethical selling, whether by a code of ethics or just plain honesty, is reward by itself.

Consider, for example, the satisfaction you would realize when the interest of a client has been
served by the proper placement of LTC insurance.

Ethics From The Start

Instilling ethics is a process that must start long before a person chooses LTC insurance as a
career. It is probably part of the very fiber that is rooted in lessons parents teach their children.
So, preaching ethics in a forum like this course of study may not be incentive enough to sway

7
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agents to stay on track. It may be easier to explain that honesty and fair play could mean
greater sales and lessen the possibility of lawsuits.

e b . Some believe that the ethics problem reflects our current culture
Ethics is a trait which glorifies short-term success at all costs. This includes
that develops awards for the most sales in a given period of time as well as

“golden boy” stories of the entrepreneur who goes from lonely
|°Ils before a computer geek to multi-millionaire from a single idea. Neither of
person chooses these events is meant to say that these individuals accomplished

. their feats in an unethical manner. It simply “raises the bar” for
LTC insurance as those who follow them. If those who follow have inadequate skills
a career. and work habits, they could employ less than ethical means to
reach the same goals.

Ethics For Life

The LTC insurance industry can do a lot more to promote ethics-building habits. At one insurer
group, for instance, building a relationship in sales and marketing is emphasized with a program
called Client for Life. Its premise is . . . “When you constantly exceed the needs and
expectations of your clients, you're doing the right thing“. Sales tools such as reports and
newsletters are used to educate clients in a non-threatening and highly personalized manner.
Long-term success is closely associated with building long-term relationships with clients rather
than a quick sale. The results may vary from agent to agent, but a surprising benefit seems to
be a loyalty factor where more than 70 percent of sales comes from existing policyholders or
their referrals.

Ethics From Education

The customer can’t understand what the salesperson can't explain. Further, a customer who
understands a product is much less vulnerable to deceptive selling. Both statements stress the
importance and need for more education. A recent study by the Insurance Institute found that
four out of every five people don’t understand their insurance policies. And, if the agent doesn’t
understand his product, the company and client are at substantial risk. The same agent ends
up concentrating on a “comfort zone” product or “B-level” service even if it is not the most
appropriate one because he is uncertain about newer, more complex products.

Constant training is the answer, as well as making a long-term effort to demystify products.
One solution is the translating of legalese into easily understandable, everyday English. This
includes brochures, advertising, applications and the policies themselves.

The process of educating ethics is also the responsibility of our schools and universities.
Currently, there is a glaring lack of attention to the selling disciplines. Besides learning the
nuances of every product and the marketing behind them, young people could be taught the
importance and responsibilities associated with being a salesperson. Like the athlete who trains
long hours to prepare for the moment of action, sales career individuals can be groomed to do
the right thing.

Inteqgrity

While many agents believe that "integrity” is a characteristic of choice, many state laws set
minimum agent standards to follow, such as:
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Qualifications

Insurance Commissioners have been known to suspend or revoke an insurance agent’s license
if it is determined that he or she is not properly qualified to perform the duties of a person
holding the license. Qualification may be interpreted to be the meeting of minimum licensing
gualifications (age, exam scores, etc) or beyond.

Lack of Business Skills or Reputation

Licenses have been revoked where the agent is NOT of good business reputation, has shown
incompetency or untrustworthiness in the conduct of any business, or has exposed the public or
those dealing with him or her to danger of loss. In Goldberg vs Barger (1974), an application
for an insurance license was denied by one state on the basis of reports and allegations in other
states involving the applicant's violations of laws, misdealing, mismanagement and missing
property concerning "non-insurance" companies.

Activities Circumventing Laws

Agent licenses have been revoked or suspended for activities where the licensee (1) did not
actively and in good faith carry on as a business the transactions that are permitted by law; (2)
avoids or prevents the operation or enforcement of insurance laws; (3) knowingly
misrepresents any terms or the effect of a policy or contract; or (4) fails to perform a duty or act
expressly required of him or her by the insurance code. In Hohreiter vs. Garrison_(1947), the
Commissioner revoked a license because the agent misrepresented benefits of policies he was
selling and had entered false answers in applications as to the physical condition of the
applicants. In Steadman vs. McConnell (1957), a Commissioner found a licensee guilty of
making false and fraudulent representations for the purpose of inducing persons to take out

insurance by misrepresenting the total cash that would be available from the policies.

Agent Dishonesty

Agents have lost their license because they have engaged in fraudulent practices or conducted
any business in a dishonest manner. A licensee is also subject to disciplinary action if he or she
has been convicted of a public offense involving a fraudulent act or an act of dishonesty in
acceptance of money or property. Furthermore, most Insurance Commissioners will discipline
any licensee who aids or abets any person in an act or omission which would be grounds for
disciplinary action against the persons he or she aided or abetted. In McConnell vs. Ehrlich
(1963), a license was revoked after an agent made a concerted effort to attract "bad risk
business” from drivers who licenses had been suspended or revoked. The Commissioner found
that the agent had sent out deceptive and misleading solicitation letters and advertising from
which it could be inferred that the agents could place automobile insurance at lower rates than
could others because of their “volume plan”. If this wasn't bad enough, the letters appeared to
be official correspondence of an official state agency. Clients would be induced to sign
contracts with the agents where the agent would advance the premiums to the insurance
company. The prospective insured would agree to repay the agents the amount of the premium
plus “charges” amounting to an interest rate of 40 percent per annum. The interest rates

charged were usurious and violated state law.
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Catchall Category

In addition to the specific violations above, most states establish that agent responsibilities
MUST NOT violate the “public interest”. This is obviously a catchall category that has been
used where agents have perpetrated acts of mail fraud, securities violations, RICO (Criminal)
violations, etc.

Ethics In Action

Communication

Transacting insurance is a communication process. Responsible agents know how to simplify,
while others tend to complicate their delivery to the point of confusing clients.

The fact is, it's hard for some agents to shut up! Why would a client want to hear about a long
list of features he could find on any brochure? Customers today are sophisticated. They don't
appreciate someone telling them what is best for them to do. Responsible LTC agents, instead,
manage to subtly discover and expose the need without telling, without arm-twisting or high-
pressure manipulative techniques.

There is a scene from a Woody Allen movie where Woody is a crazy prison inmate. When he
can't take it anymore he plots an elaborate escape, which of course fails. His punishment is the
"locker" . . . solitary confinement. What could be worse? He is locked-up with a big city life
insurance agent and forced to hear his pitch for 3 days! The agony. Don't make your clients
agonize the same way.

Simplify To Educate

The key to getting through to someone is simplicity. Your long term care presentation could
easily last 3 or 4 hours. But who is willing to listen for this length of time? Even retired seniors
don't want to spend half their day on things that are too complicated. If this wasn't true, every
senior would know how to program his VCR or challenge a computer spreadsheet program.
The fact is, they don't want to waste their time.

When it comes to keeping things simple, the content of your message is uppermost. The
essence of simplicity is the absence of unnecessary elements. Albert Einstein once said . . .
"out of clutter, find simplicity".

A concise presentation, however, does not mean shallow. A common mistake is to think that
making something easy to understand is a matter of reducing something which is more
complete than the "simple" end result. On the contrary, simplicity requires serious thought and
effort. It takes more to convey your thoughts and messages in a fewer number of words than to
rattle off two hours of statistics and policy features.

A lot of times, making something easier for your client to understand means you have to
sacrifice your ego. Face it, you really want to impress clients with your newfound knowledge
about long term care facts and features . . . don’t you? It's human nature. But, resist the urge
to spout.

Expose Needs

In the simplest way possible make your case about LTC risks and priorities and determine their
needs. Then satisfy their needs in a responsible and professional manner.  Layout the

10
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possibilities and let them choose. For example, is home care as long as possible with the
eventual skilled care of their choice a need? How about assisted living choices or companion
care for shopping, cooking, cleaning? Next comes, facility care choices, inflation protection,
world-wide coverage. Then discuss tax benefits, ease of claims, the "pool of money" concept,
affordability, rate increases, elimination periods and choice of company. Instead of making your
policy fit these features, establish their importance and point out that your coverage meets them
all!

Be Knowledgable

It's nice to make things easy to understand and interesting for your clients. However, never,
ever shirk your responsibility to know your product well. Even though you make it sound easy,
you have to be able to answer the tough questions and make professional choices.

KNOW WHAT YOU SELL!

11
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#92 -- Responsible LTCl Agents
Recognize They Have An
‘ Iimportant Job

Your clients spend a lifetime building their personal wealth. It cannot be wise to allow a single,
unexpected or unplanned financial risk, like a chronic long term care illness, wipe it all out.
Consider what your clients have done in other areas to preserve their wealth:

What Clients Do To Protect Their Wealth

Wealth At Risk Odds of Happening | Are They Protected?

Major Medical lliness 1lin15 O Protected by medical insurance policy
Automobile Accident 1in 240 O Protected by auto insurance policy
Home Fire or Liability 1in 2400 O Protected by home and umbrella policy
Long Term Care lliness 1lin2 O Protected ???

Now let's see the consequences of not covering a long term illness:

The Financial Loss From Various Long Term Care llinesses

Leading Cause Length of Care Cost @ $158 / Day Cost @ $112 / Day
Alzheimer's 96 months $455,040 $322,560

Cancer 36 months $170,640 $120,960

Cardiac 16 months $75,840 $53,760

Diabetes 48 months $227,520 $161,280

Pulmonary 36 months $170,640 $120,960

Stroke 21 months $99,540 $70,560

If you apply 5% inflation to these figures, the outcome is even more staggering. Ten years from
now, after inflation has it's way with LTC costs, the average Alzheimer's private room stay of 96
months could cost a family almost $1 million! Can you see why a long term care agent is really
in the wealth management business? And, your job doesn’t stop here. Consider the following
ways reasons you can be a vital resource for clients:

Long term care protection protects assets but also allows your client choices not possible in
the past: Like skilled care at home for as long as possible, companion care for daily
activities (shopping, cooking, cleaning, etc), options for advanced care like residential care
facilities, assisted living, adult day care, personal independence, the ability to leave
something to their kids besides a bunch of debt, the ability to stay off welfare rolls and the
choice to have quality care. You have an important job.

The prospect of shopping for long term care insurance can be intimidating. Despite industry
efforts, long-term care insurance is relatively new and complex. Consumers rely on you, the
agent, to help compare policies and tailor one to a particular client's needs. You have an
important job.

In marketing long term care insurance, agents need to practice the highest standards in
personal ethics and sales conduct because this is a product that may become the most
important aspect of a client's life. For some, the need for long term care will not surface for
20 or 40 years. Others may pay premiums for years and never use a dollar of benefit. Such
is the way with insurance protection. Still others need your counseling to determine that, for

12
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them, long term care should NOT be purchased at all. Even in this decision, great care
must be taken to advise properly. You have an important job.

A greater measure of care must be practiced in this field because of the clients you will often
see -- senior citizens. They are the primary market for long term care insurance and they are
vulnerable consumers. Agents must be sensitive to this market's overall suitability for
coverage by using higher standards of reasonable care. You have an important job.

If you are not convinced yet, consider that the job of providing long term care coverage is so
important that agents who forget to suggest it to clients have been sued. That's right, in a case
where you are responsible for a wide range of insurance services for a client or where a client
has come to depend on you for his insurance advice, you must advise them that this is
important coverage they should consider.

Yes, you have an important job! And, responsible LTC producers are getting paid
accordingly.

13
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#3--Responsible LTCl Agents Are
Needs Oriented / Solutions Based

‘ As you will learn, LTC is not like other forms of insurance.

Why do we say this? Well, LTC is an emotional issue. The fact that virtually everyone may
need it shows a different kind of vulnerability than the need to buy life insurance. It requires
buyers to “fast forward” their mind to a time in their life when they will be partially or totally
dependent on someone else to help them move across the room or take a shower. This is truly
a different mindset than what you may be used to and it takes knowing a client's needs more
than other forms of insurance.

Needs Oriented

How do you get down to exposing a client's needs? Start with a client profile and/or suitability
survey of your client. Know all you can about him or her, including the various tendencies of
people in their age category (see below and the next habit on boomers and seniors) then match
their need(s) to benefits offered by your program. For now, let's looks at some basic LTC
needs.

An April 1996 article in Best Life and Health targeted the seven most urgent concerns that
mature Americans have about their own long term health care. Here they are . . .

| want to avoid dependence

| don't want to burden my family

| want to avoid welfare.

| don't want to leave a bunch of debt

| want access to quality care

| don't want to deplete my savings

| want to preserve assets for my family

Once you get your client to identify with these concerns (by agreeing that one or more of them
are also his concerns), you have established a primary level of need. Now for the some more
critical fact-finding:

How is your client's health today? Past problems? Does his family have a history of
problems? Do people live long in his family?

Where will the money come from to pay premiums? Will his annual income be sufficient to
make premium payments today? Down the road?

Are assets more than sufficient to cover LTC expenses? Are assets so small that Medicaid
is a possibility? Is someone going to die and leave him a bunch of money?

How will inflation affect your client’s ability to pay for LTC costs?

Where is he planning to retire? (LTC expenses cost a lot more in New York than New
Mexico).

Any plans for moving out of the country? (Only a handful of policies offer worldwide
coverage).

Everyone wants home care coverage, but does your client have a support team (family,
friends, etc) who can monitor in-home LTC services? Without support, a policy geared more
for assisted living and nursing facilities should be considered.
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Highly effective agents also educate clients they may never be healthier than they are now.
Remember, money pays the premium, but health buys the coverage. And, they will never pay
less than they will today. Let's look at what can happen when clients wait:

Bill Smith, 56, pays $1,418 a year for his policy, and Joan, 51, pays $1,197 -- rates that
reflect their good health and a 20% discount for buying two policies at once. A few months
after purchasing the policies, Joan developed health problems that could have
jeopardized the preferred rate -- another reason the Smiths are pleased that they bought
early. Had they waited until age 65 to buy insurance, a similar policy would have cost Bill
about $3,500 a year, and at 70, more than $5,300 a year. However, by then they would
likely have wanted a higher daily benefit to keep up with rising costs, boosting the
premiums even higher.

What else does it take? LTC expert Marc Cohen says 50% of recent LTC sales were made not
because of cost or value, but because the agent recommended it. This reinforces our belief that
LTC is not like other forms of insurance . . . clients rely on you more in this area of insurance
than any other . . . you have an important job! Other factors critical to purchasing long term
care insurance include the carrier’s reputation (40%), cost (30%) and benefits (20%).

Solutions Based

Clients who have needs, also need solutions. A responsible agent understands that this starts
with matching specific needs of a client to dozens of policy features and benefit options — this is
not a job for sissies! (See Habit #7 for the many LTCI choices you need to make for your client).
When all is said and done, however, a responsible, solutions-based agent must take the final
step to assure himself and client that your long term care insurance suggestion is the most
effective way to handle his long term care health needs. You must sprinkle your client meetings
with the following questions:

Does this make sense to you?

Have | given you all the information you need to make a decision?

Is there something else | can answer to assure you that this is the right solution based on
your needs?

These are essential questions because they help “clear the air” circulating around any doubts or
concerns your client may have. And, they can also help limit your liability if something goes
wrong down the road (see Habit #10 for more ideas on reducing conflicts in your business).

A positive response to these questions is the feedback you need to know that you have “gotten

through” to your client and are providing some real solutions to some very important long term
care needs.
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#A--Responsible LTCl Agents
Know Their Clients: Seniors &
‘ Boomers

If you are at all "tuned-in" to current trends, you know that LTC insurance is no longer a
“senior's only” experience. Today, policies are going to younger and to younger buyers.
LifePlans, Inc surveys show that one out of every three buyers (33%) is under the age of 65.
This is a significant change from 19% (one out of five) found in 1995. Clearly, long term care
insurance is not just for seniors anymore! Your market has expanded to baby boomers and
even younger. New prospects are also wealthier and working.

Remember, there are 59 million seniors and matures today and every eight seconds a baby
boomer turns 55. In a matter of years, they will add 76 million new people who need LTCI.

No matter how many people there are in these critical age
To understand categories, you still need to know who they are and what they
the true needs want you and your products and services to do for them. Some
of your cli ents, call this process market segmentation, psychographics, or

generational marketing.
you must get to . ) o than i

Insurance consumers today are much more complex than the
know who they relatively homogeneous buyer of the immediate post World War I
are. era. Values back then were stable and centered around a shared
vision of the American Dream. Now, we see vastly different
values, motivations, life experiences and insurance needs. By
examining the senior and boomer market groups that make up these modern-day, long term
care prospects, you will gain the confidence to understand their core needs and their motivation
to insure long term care expenses. The result should net a better client-agent relationship,
better coverage and a responsible selling experience.

The Senior and Boomer "Cohort Groups"”

A cohort group is simply a band of people who share similar experiences by age, geography,
culture, etc. In their book Rocking the Ages, 1998, J. Smith and Ann Clurman suggest that
every cohort group passes through the same stages in life, e.g., going to school, graduating
getting a driver's license, graduating college, buying a home, the joy and pain of parenting and
the uncertainties of retirement. Similarly, each generation or group, must all deal with the same
circumstances -- economic downturns, economic booms, wars, droughts, shortages, real estate
appreciation, low interest rates, etc. But, each group responds to these life events in different
ways depending on generational differences. Therefore, it is likely that the insurance needs of
one group are different than another.

To demonstrate this, let's look at the insurance history of today's seniors. In their younger
years, virtually everyone bought whole life insurance to cover burial costs and/or to build a small
pot of money down the road. You started with a small whole life policy and paid on it forever.
LTC coverage never existed. Contrast this with boomers of today, who are closely watching
their own LTCI needs through their parents’ experiences and typically buy one or more
term/universal/variable policies from $250,000 to $1 million and up to cover huge mortgages,
expensive college educations for their kids and / or staggering cost of living expectations if the
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breadwinner dies young. Both generations bought homes and raised families, but the
influences of their individual backgrounds created a need for much different insurance products.
The same is true for health and disability coverages. Generations today buy substantially
higher liability and lifetime medical limits in response to more lawsuits and escalating hospital
bills. Generations past were more likely to self-insure all or a portion of these coverages
because the legal and financial consequences were not as grave.

Getting to Know Seniors and Boomers

We have only begun to discuss the primary buyers of LTC insurance: Seniors and Boomers.
Each of these generations have unique work ethics, styles and views on issues like quality of
product, service and their need for LTC insurance. The agent of the new millennium strives to
know as much as he can about these consumer groups because providing and servicing their
insurance needs is no longer the boring effort it was years ago. These generations are smarter
and more demanding. Your ability to respond to their needs will determine your success in
developing long-term business relationships where all parties involved are rewarded.

In addition to knowing these clients, you must develop ways to work with them. If you are a
young agent, for example, will you be able to convince a senior that you are capable of
understanding his needs and meeting them. Older agents may have similar problems getting
younger clients to listen or see value in their experience.

Let's look at the profile of these clients and the issues you face in serving them:

Seniors: (Born between the turn of the Century and World War I1).

Seniors accomplished their goals through hard work. They are a very "team-oriented"
generation having weathered a depression and major world wars. Almost half of the men of this
group served in the military which is probably why this generation is so well taken care of by the
government. It also didn't hurt that they saw seven of their own in succession in the White
House, beginning with John Kennedy and extending through Lyndon Johnson, Richard Nixon,
Gerald Ford, Jimmy Carter, Ronald Regan and George Bush, Sr.

Research has shown that different generations tend to catalyze or define themselves in the
shadow of a momentous event or members of their generation. Defining moments for seniors
include the bombing of Pearl Harbor, "a date that will live in infamy" said President Roosevelt.
Hereos of this generation include MacArthur, Patton, Eisenhower, Winston Churchill, Audie
Murphy, Babe Ruth, etc.

As Seniors came of age after World War Il, they were armed and motivated by the ideology to
rebuild society. They shouldered the burden of ensuring foundations of a better life which,
indeed, is the reason that the generations behind them experienced stability and growth. Their
self-sacrificing was very aptly summed up by John Kennedy in his inaugural speech when he
said "ask not what your country can do for you, but what you can do for your country”. Things
weren't easy, but that was ok. Seniors understood that hard work was its own reward and
sacrifice a virtue. Duty before pleasure was their creed and their commitment to accomplish
their goal was lifelong, not just a flash in the pan.

In essence, unlike many other generations, Seniors had a clear sense of purpose to what they
were doing -- sacrificing for their children. Their individual struggles were shared by an entire
nation which led to an unprecedented era of cooperation and mutual support. And, their efforts
paid off. Success seemed to follow anyone who worked hard. This only reinforced their core
belief that anything worth having is worth working to get.
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Because they concentrated on their work and sacrifice, Seniors have always looked to the
outside for direction and guidance. Authority figures like Dr. Spock were highly praised as was
a general respect for government officials. Government programs flourished under the Seniors
starting with the GI Bill of Rights which allowed virtually anyone to buy a house or go to school.
The suburbs were filled with starter homes while the government provided all the infrastructure.

The prosperity of the Seniors, the respect they felt for institutions and their desire to conform all
resulted into a true loyalty toward brand-name products. Seniors postponed a lot of material
rewards, but when they finally let loose, they bought up a storm . . . mostly brand names they
saw on TV or in ads. Anything that portrayed a glimpse of the American Dream was an
immediate success.

Financial services were not complicated and interest rates were low for most of the Senior
generation. Seniors paid of homes, created large retirement savings accounts, secure jobs and
retired earlier than the generation before them. They are also richer, have more health benefits,
better pension plans and live more comfortable lives. And, even in retirement they still want to
conform as they flock to senior-oriented communities with names like Sun City and Leisure
World.

Boomers: (Born between 1946 and 1964).

There are 76 million Boomers, making them one of the largest consumer groups ever. Boomers
are bound together by their early expectations, skills and values shaped unbridled economic
growth. For them, the bubble would never burst. They grew up in some of the most optimistic,
positive times -- the 50's. With few economic worries to distract them, they felt free to focus
instead on themselves, on experimentation and on fulfillment. It didn’t help that Boomers grew
up spoiled and pampered by permissive parents and authority figures who considered self-
expression good for them.

Boomers grew up thinking they were special and the media gave them the spotlight at every
turn. They were and still are the "stars of the show". They believe themselves to be more
interesting then Seniors or the Xers that follow. They also feel a sense of entitlement and
expectation simply because of who they are! After all, they are the best educated and most
sophisticated Americans in history. Who else is qualified to run the country. Personal freedom
was a right not something to earn. They wanted no penalties for breaking the rules and
complete impunity from criticism on the job.

For early Boomers, such was their life . . . simple and orderly. However, this all changed with
the Vietnam War, Watergate and the economic hard times of the later 1970's. For Boomers, all
of these events represented "cracks" in their world. The system was in doubt and the Boomers
saw themselves losing ground for the first time. The post 1979 period was definitely a turning
point in Boomer attitudes and expectations. A new desire for affluence emerged -- a "he who
dies with the most toys wins" attitude. By the mid-1980's, Regan economic and tax policies
made this more pronounced by putting more money into the hands of Boomers who realized
that they had to take care of themselves -- RIGHT NOW! It was an era of conspicuous
consumption never seen before. BMW's replaced VWs, designer jeans replaced tattered jeans
and the Home Shopping Network came into our homes to make it all possible.

Brands for the Boomers no longer dominated the marketplace. They wanted control. Discount
and outlet stores thrived. This continued unabated until the shock of the '87 stock market
fiasco. Suddenly, Boomers rejected the marketplace. Instead of "shop till you drop” the
watchwords were "drop shopping”.