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Disclaimer

This presentation contains general information only and is not intended as legal, tax, accounting, or investment advice. The information herein should not
be used or relied upon in regard to any particular facts or circumstances without first consulting a lawyer, tax advisor, accountant, and/or other relevant
professional.

Products, carriers, and solutions discussed are presented for educational purposes only. This presentation is neither an offer to sell nor a solicitation of an
offer to purchase any product. Tax rules and other regulatory provisions are subject to change and may have retrospective effect.

Jurisdictional variations are significant. No representation or warranty is given as to the accuracy or completeness of this information. This document
may engage enabler, promoter, or intermediary responsibilities in certain jurisdictions. Recipients must seek qualified local advice before implementing
any strategies discussed herein.

Probability ranges herein are non-predictive, subjective assessments of relative likelihood given known information as of [date].
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Executive Summary: Five Core Theses

Insurance Structures Provide Product Selection Determines Jurisdictional Choice Creates
Unique Advantages Outcomes Material Divergence

When properly designed, insurance vehicles The selection between traditional and The selected domicile determines the legal
create unparalleled tax efficiency, asset private placement products has profound framework, regulatory oversight, tax
protection, and wealth transfer leverage implications for investment flexibility, treatment, and creditor protection.

that cannot be replicated with other transparency, cost structure, and regulatory Suboptimal jurisdictional choices may
planning tools.1 treatment.2 undermine core planning objectives.3
Governance Is the Primary Risk Mitigant Political Risk Requires Scenario Planning

Robust governance frameworks—spanning policy design, funding, The evolving tax and regulatory landscape demands flexible designs
investment oversight, and trust administration—determine long-term that can adapt to changing rules, particularly regarding estate tax
success probabilities.4 thresholds, inside build-up taxation, and transparency requirements.5

1 Leimberg et al., "Tools and Techniques of Estate Planning,’ 20th ed., 2022, pp. 215-231.

2 Slavutin & Katzenstein, "Private Placement Life Insurance and Annuities," Journal of Taxation, March 2022, pp. 110-119.

3 Society of Trust and Estate Practitioners, "Cross-Border Estates,’ 2023, Chapter 14.
4 American College of Trust and Estate Counsel, "Commentary on Fiduciary Risk Management," 2023.
5 Joint Committee on Taxation, "Tax Expenditures for Health Benefits," JCX-16-24, March 2024.



Strategic Objectives in Multigenerational Planning

Wealth Preservation Succession Planning

Protection from creditors, market volatility, and O Q Orderly transfer of wealth with embedded

confiscatory taxation values and governance structures

Compliance Tax Efficiency
Adherence to evolving regulatory standards @ s Minimisation of income, capital gains, and
and transparency requirements transfer taxes across generations
Legacy Creation g gi% Privacy
Perpetuation of family values, philanthropic Controlled disclosure of financial information
objectives, and business continuity to relevant stakeholders

Each objective carries different weight for different families, necessitating a customised approach to structure design and implementation. Increasing
regulatory complexity demands greater attention to compliance considerations in all jurisdictions of operation.1

1 PwC Family Business Survey 2023, "Next Generation Priorities," accessed 15 April 2024, https://www.pwc.com/gx/en/services/family-business/family-

business-survey.html



Common Constraints in UHNW Insurance Planning

Structural Constraints Economic Constraints Qualitative Constraints
e Asset complexity and liquidity profiles e Premium funding availability e Privacy expectations

e Multi-jurisdictional family presence e Cash flow requirements e Ethical and ESG parameters

e Existing governance frameworks e Required rate of return e Family governance protocols

e Entity ownership structures e Leverage tolerance and covenants e Succession readiness

e |Institutional counterparty requirements e Cost sensitivity thresholds e Reputational risk sensitivities

These constraints significantly influence the design of appropriate insurance solutions and must be thoroughly evaluated at the outset to ensure
alignment with family objectives. Failure to properly account for constraints is a primary cause of suboptimal outcomes and implementation failure.1

1 Cannon Financial Institute, "Family Office Study: Implementation Failures in Complex Planning," 2023, pp. 18-24, accessed 12 March 2024.



Why Insurance in Multigenerational Planning?

Tax-Efficient Wealth Transfer

Properly structured life insurance provides income tax-free death benefits and tax-deferred or tax-
free accumulation within policy cash values.1

Liquidity Creation

Insurance can provide immediate liquidity for estate tax obligations, business continuity, or
equalisation amongst heirs, particularly for illiquid assets.2

Jurisdictional Planning

Insurance structures can facilitate cross-border succession planning by providing a consistent
legal wrapper across multiple jurisdictions.3

Asset Protection

Many jurisdictions provide statutory creditor protection for insurance policies, particularly within
properly structured irrevocable trusts.4

Investment Flexibility with Tax Efficiency

Private placement products allow for customised investment strategies while maintaining the tax
advantages of insurance wrappers.5

1 IRC §§101, 7702, 7702A (US); IHTA 1984 s.809 (UK); 2 Rothschild & Co. "Business Owner Succession Planning,’ 2023; 3 STEP Journal, Vol. 30, Issue 1,
"Cross-Border Succession,' 2023; 4 Uniform Trust Code §505 (as adopted in various US states); 5 PLR 201511021, IRS (redacted), 13 March 2015.



Insurance Tools vs. Alternative Structures

Core Planning Objectives

Wealth transfer tax reduction
Income tax management
Asset protection

Legacy creation

Family governance
Succession planning
Business continuity

Philanthropic impact

Planning
Tool

Direct
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Insurance
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Limited
Partnershi
ps

Insurance
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PPLI/PPV
A
Structures

Tax
Efficiency

Medium

Medium
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Comparative analysis based on US regulatory framework as of March 2024.1
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y Heat
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Medium
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1 Wealth Management Advisors Council, "Comparative Analysis of Wealth Transfer Techniques," 2024, updated quarterly, accessed 2 April 2024,

https://www.wealthmanagementadvisors.org/resources/techniques-comparison



Product Taxonomy: Life Insurance Categories

Term Insurance Permanent Insurance: Whole Life Permanent Insurance: Universal
Pure death benefit coverage for a specified Lifelong coverage with guaranteed death Life

period with no cash value component. benefit and cash value growth. Fixed Flexible premium permanent insurance with
Premium levels typically increase upon premiums and conservative investment separate insurance and investment
renewal. approach. components.

e Annual renewable term e Traditional whole life e Traditional UL (fixed interest)

e Levelterm (10, 15, 20, 30 years) e Limited payment whole life e Indexed UL (market-linked)

e Decreasing term e With-profits policies (UK) e Variable UL (separate accounts)

Key applications: Income replacement, debt Key applications: Conservative planning, Key applications: Flexible planning,
coverage, temporary needs guaranteed outcomes investment control

The selection of appropriate insurance product category represents the first critical decision point in planning. Product categories have fundamentally
different cost structures, guarantees, flexibility, and investment characteristics.1

1 American Council of Life Insurers, "Life Insurance Product Guide," 2023, pp. 23-42; Society of Actuaries, "Life Insurance Product Comparison,' 2023.



Product Taxonomy: Private Placement Products

Private Placement Life Insurance (PPLI) Private Placement Variable Annuity (PPVA)

A variable universal life policy designed for qualified purchasers with A variable annuity contract designed for qualified purchasers without life
institutional pricing and customised investment options. insurance protection.

e Minimum premiums typically $1-5 million e Minimum premiums typically $1-5 million

* Tax-free death benefit and tax-deferred cash value growth e Tax-deferred growth on investments

e Customised investment menu via insurance dedicated funds (IDFs) * No death benefit (pure investment wrapper)

e Low insurance costs relative to investment component * Lower costs than PPLI due to absence of mortality charges

e Subject to investor control and diversification requirements e Subject to investor control and diversification requirements

Key applications: Tax-efficient investment wrapper for taxable strategies, Key applications: Tax-deferred investment accumulation, income

wealth transfer with investment control planning, non-estate tax focused planning

Private placement products represent the convergence of institutional investment management and insurance tax treatment. They provide bespoke
solutions for UHNW clients with sophisticated investment objectives and significant premium capacity.1

1 Lombard International, "Private Placement Life Insurance and Annuity Products: Technical Guide," 2023, accessed 15 March 2024; Crown Global
Insurance, "PPLI/PPVA Technical Manual," 2024 Edition.



Product Taxonomy: Survivorship & Annuity Products

Survivorship Life Insurance Annuity Products

Policy covering two lives with benefits paid upon the second death. Contracts providing income streams for defined periods or lifetime.

Available in whole life, universal life, and private placement formats. o
* Single Premium Immediate Annuities (SPIA): Immediate income from

e Lower premiums than single-life policies lump sum premium

e Designed for estate liquidity needs » Deferred Income Annuities (DIA): Future income with current premium
e Available with premium guarantee options * Longevity Insurance: Late-life income commencing at advanced age

e Often used with irrevocable life insurance trusts (e.g., 80+)

o ' ' * Private Placement Variable Annuities (PPVA): Tax-deferred
Key applications: Estate tax funding, wealth replacement, multi-

investment wrapper with customised asset menu
generational planning
Key applications: Income planning, longevity risk management, tax-

deferred accumulation

Survivorship and annuity products address specific planning needs and often complement other insurance and investment structures. Properly integrating
these products into comprehensive planning requires careful consideration of cash flow needs, tax implications, and estate inclusion risks.1

1 New York Life Advanced Planning Group, "Advanced Uses of Survivorship Life Insurance in Estate Planning," 2023; TIAA-CREF, "Longevity Risk and
Retirement Security," Journal of Retirement, Summer 2023.



Product Comparison Matrix

Product Death Cash Value Liquidity Expected Complexity Transparen Annual Regulatory
Type Benefit Growth IRR cy Costs Heat
Guarantees
Term High (during None None Negative Low High 0.5-3% Low
term)
Whole Life Very High Guaranteed Medium 3-4.5% Medium Medium 2-3% Low
+ Dividends
Universal Medium Flexible, High 2-5% Medium Medium 1.5-2.5% Medium
Life Interest-
Based
Indexed UL Medium- Index- Medium 3-6% High Low 2-3% Medium-
Low Linked High
Variable UL Low Market- High 4-7% High Medium 2-3.5% Medium
Based
PPLI Low Market- Medium- 5-8% Very High High 0.8-1.5% High
Based High
PPVA None Market- High 5-8% High High 0.6-1.2% High
Based

All figures are illustrative ranges based on industry averages as of Q1 2024. Actual values will vary by carrier, jurisdiction, policy design, and investment
performance. Expected IRR figures represent total returns including death benefit for insurance products, based on actuarial projections at current
pricing.1

1 Compiled from multiple sources: Milliman Research Report, "Life Insurance Product Performance,’ 2023; Society of Actuaries, "Expected Returns in
Insurance Products," 2024; Morningstar Manager Research, "Insurance Wrapper Costs," Q1 2024.



Trust Interfaces: Irrevocable Life Insurance Trust (ILIT)

ILIT Structure and Benefits g

An Irrevocable Life Insurance Trust is a non-amendable, irrevocable trust that owns life insurance
policies on the grantor/insured. When properly structured, the ILIT:

IRREVOCABLE
TRUST

Removes life insurance proceeds from the insured's taxable estate

Provides creditor protection for policy cash values and proceeds

e Creates a controlled distribution mechanism for beneficiaries

e Can incorporate generation-skipping provisions for multigenerational planning

e Facilitates funding through annual exclusion gifts via Crummey powers
* Allows for spousal access through spousal lifetime access provisions
e Canincorporate trust protector provisions for future flexibility

The ILIT remains the foundational structure for estate tax-efficient insurance planning in the
United States and can be adapted for use in multiple jurisdictions with appropriate adjustments.

Basic ILIT structure showing fund flows and

relationship between parties

1 Leimberg et al., "The Tools and Techniques of Estate Planning," 20th ed., 2022, Chapter 5; Zaritsky, "Tax Planning with Life Insurance,' 2023, Thomson
Reuters, Chapter 3; Estate of Leder v. Commissioner, 89 T.C. 235 (1987), affirmed, 893 F.2d 237 (10th Cir. 1989).



Trust Interfaces: ILIT Design Elements

Grantor Trust Status Crummey Provisions Generation-Skipping Provisions

Most ILITs are designed as grantor trusts To qualify trust contributions for the annual Dynasty ILITs incorporate GST planning to

for income tax purposes (though non- gift tax exclusion, beneficiaries must have a extend benefits across multiple

grantor trusts can be appropriate in certain
circumstances).

e Grantor trust provisions typically include
power to substitute assets (IRC
§675(4))

¢ |ncome tax treatment: Trust income

taxable to grantor

e Gift tax treatment: Completed gift to
trust

» Estate tax treatment: Excluded from
grantor's estate if properly structured

Grantor trust status facilitates premium
payments and enhances overall tax
efficiency.1

present interest in the gift.

Crummey powers: Temporary right to
withdraw contributions

Notice requirements: Formal
notification of withdrawal rights

Hanging powers: Extended withdrawal
rights to prevent lapse issues

5&5 power limitations: Lapse limited to
greater of $5,000 or 5% of trust assets

Proper implementation of Crummey powers

is critical for annual exclusion qualification

and avoidance of gift tax.2

generations.

e GST exemption allocation to trust
contributions

e GST inclusion ratio management

* Perpetuities provisions and selection of
favourable jurisdictions

e Multigenerational distribution
provisions

GST planning can significantly enhance the
long-term efficiency of insurance structures
in multigenerational planning.3

1 Rev. Rul. 2004-64, 2004-2 C.B. 7; 2 Crummey v. Commissioner, 397 F.2d 82 (9th Cir. 1968); Estate of Cristofani v. Commissioner, 97 T.C. 74 (1991); 3
Treas. Reg. §26.2632-1 (allocation of GST exemption).



Trust Interfaces: Spousal Access Strategies

Spousal Lifetime Access Trust (SLAT) Alternative Access Strategies

A grantor creates an irrevocable trust for the benefit of their spouse and descendants, Additional techniques to provide access to insurance-
funding it with gifts that can be used to purchase life insurance. related resources:

* Indirect access to trust assets through spousal beneficiary status e Split-dollar arrangements with access to receivables
* Assets remain outside both spouses' estates if properly structured e Loan provisions from trust to grantor

e Can be combined with ILIT techniques (SLAT-ILIT) * Policy loans and withdrawals (direct from carrier)

* Provides both wealth transfer and spousal access benefits e Third-party premium financing with recourse to policy
e Requires careful drafting to avoid reciprocal trust doctrine » Sale of assets to grantor trust (for liquidity)

e Access terminates upon divorce or death of beneficiary spouse These complementary strategies can enhance the

SLATs provide a flexible approach to balancing current access needs with long-term practicality of insurance planning while maintaining tax
wealth transfer objectives.1 efficiency.2

1 Leimberg, Rosenbloom, et al., "The SLAT Handbook," 2023, Chapter 4: "Integration with Insurance Planning"; 2 Estate of Levy v. Commissioner, T.C.
Memo 1983-453; United States v. Estate of Grace, 395 U.S. 316 (1969) (reciprocal trust doctrine).



Estate Inclusion Risks: Critical Control Points

Incidents of Ownership (IRC
§2042)

The retention of any incidents of ownership

in a life insurance policy will cause inclusion

in the insured's gross estate.

* Right to change beneficiaries

e Right to surrender or cancel the policy

* Right to assign the policy or revoke an
assignment

* Right to pledge the policy for a loan

e Reversionary interest exceeding 5% of
policy value

Even indirect or implied control through
corporate or trust positions can trigger
inclusion.

Three-Year Rule (IRC §2035)

Transfers of life insurance policies within
three years of death are included in the
transferor's gross estate.

e Applies to transfers by gift, not to bona
fide sales

e Begins with initial trust acquisition, not
policy issue date

e Applies even if all other incidents of
ownership are relinquished

e Cannot be circumvented through indirect

transfers

Planning should address the three-year rule
through proper initial acquisition strategies.2

Retained Control Issues (IRC
§§2036, 2038)

Broader estate inclusion rules can apply to
insurance trusts if the grantor retains
prohibited controls.

e Retained right to income or enjoyment of
trust property

e Right to alter, amend, revoke, or terminate
the trust

e Administrative controls that exceed safe
harbors

e Implied agreements regarding trust
assets

Trust design must carefully avoid retained
control issues beyond specific insurance
ownership.3

1 Estate of Fruehauf v. Commissioner, 427 F.2d 80 (6th Cir. 1970); 2 Estate of Leder v. Commissioner, 893 F.2d 237 (10th Cir. 1989); 3 Estate of Powell v.

Commissioner, 148 T.C. No. 18 (2017).



PPLI/PPVA Overview: Key Structural Elements

Core Characteristics Regulatory Framework

» |Institutional pricing (80-90% lower than retail insurance) e Securities Regulation: Offered under Regulation D exemption

e Minimum premium commitment typically $1-5 million e Insurance Regulation: Subject to insurance company standards

e Customised investment menu within regulatory parameters * Investment Company Act: Separate accounts exempt under §3(c)(1)
» No sales commissions (fee-based compensation) or §3(c)(7)

« Transparent cost structure with unbundled fees » Investor Requirements: Qualified purchasers (typically S5M+

i tabl ts
* Required policyholder accreditation (qualified purchasers) IESEDEEeCE)

. . . . e Investor Control Doctrine: Policyholder cannot direct individual
e Streamlined underwriting for appropriate risks

investments

e Available in both onshore and offshore formats o
 Diversification Requirements: §817(h) diversification tests for

Private placement products represent a convergence of institutional variable contracts
investment management and insurance tax treatment, designed

This dual regulatory framework creates both constraints and
specifically for sophisticated UHNW clients.1 g y

opportunities in PPLI/PPVA design and implementation.2

1 Lipoff & DiMario, "Private Placement Life Insurance and Annuities: Applications for High Net Worth Investors," Journal of Financial Planning, February
2023; 2 SEC Release No. 33-8766 (Dec. 27, 2006); Rev. Rul. 2003-92, 2003-2 C.B. 350; Treas. Reg. §1.817-5.



Investor Control Doctrine

The policyholder cannot exercise control
over the individual investments within
the separate account. If violated, the
policy is treated as owned directly by the
policyholder, eliminating tax benefits.

Key restrictions:

No policyholder direction of specific
investments

e No communication with investment
managers regarding specific
securities

¢ No agreement or understanding
regarding specific assets

* No selection of investments made
available only to insurance accounts

The doctrine stems from a series of
revenue rulings and has been affirmed in
case law.1

2%

Diversification Requirements

Variable contracts must meet specific
diversification tests under IRC §817(h)
and related regulations to qualify for
favourable tax treatment.

Basic requirements:

e No more than 55% in any single
investment

e No more than 70% in any two
investments

e No more than 80% in any three
investments

e No more than 90% in any four
investments

» Testing performed quarterly
e Look-through provisions for

qualifying funds

Failure results in current taxation of
inside build-up.2

[5]

PPLI/PPVA: Investor Control & Diversification Doctrines

Compliance Framework
Successful PPLI/PPVA implementation
requires robust compliance protocols:

e Formal investment policy statements

e Documentation of arm's-length
manager selection

e Regular diversification testing and
certification

e Clear communication protocols with
investment managers

e Independent verification of
compliance

e Regular review and updating of
procedures

Best practices evolve with regulatory
developments and require ongoing
monitoring.3

1 Rev. Rul. 77-85, 1977-1 C.B. 12; Rev. Rul. 80-274, 1980-2 C.B. 27; Rev. Rul. 81-225, 1981-2 C.B. 12; Rev. Rul. 82-54, 1982-1 C.B. 11; Webber v.
Commissioner, 144 T.C. 324 (2015); 2 Treas. Reg. §1.817-5; 3 AALU/GAMA Policy Bulletin, "Best Practices in PPLI Compliance,’ 2023.



PPLI/PPVA: Separate Account Protection

Legal Structure and Protections

Separate accounts provide statutory segregation of policyholder assets from the general

obligations of the insurance carrier:

Assets held in legally segregated accounts

Not subject to claims of insurance company creditors

Protected from carrier insolvency in most jurisdictions

Regulatory oversight of segregation requirements

Direct ownership of assets by separate account (not beneficial ownership)

Independent custodial arrangements

The strength of separate account protection varies significantly by jurisdiction, with

offshore centers often providing more robust statutory frameworks than domestic

options.1

Jurisdictional Variations

Jurisdiction
Bermuda
Luxembourg
Liechtenstein
Cayman Islands
Ireland
Singapore

United States

Strength of Protection
Very Strong

Very Strong

Very Strong

Strong

Strong

Strong

Moderate (varies by
state)

Assessment based on statutory frameworks and case law

as of March 2024.2

1 Appleby Global, "Separate Account Protection in Insurance Structures,’ 2023; 2 Milliman Research Report, "Policyholder Protections in Variable

Insurance Products,' 2023; Walkers Global, "Segregated Portfolio Structures," 2024.



Jurisdiction Matrix: Comparative Analysis

Jurisdiction Tax on Inside Tax on Death Premium Tax Creditor Separate Disclosure Policy
Build-up Benefits Protection Account Requirements Portability
Protection
United States None None Varies by Medium Medium High (FATCA, Low
(properly state (0-3.5%) (state law domestic)
structured) dependent)
Bermuda None None None High Very High Medium (CRS, High
FATCA)
Cayman None None None High High Medium (CRS, High
Islands FATCA)
Ireland None None 1% on Medium-High High High (CRS, Medium
premiums FATCA, EU
rules)
Luxembourg None None None High Very High Very High Medium
(Triangle of (CRS, FATCA,
Security) EU)
Liechtenstein None None None Very High Very High High (CRS, Medium
FATCA, EU)
Singapore None None None High High Medium-High Medium
(CRS, some
FATCA)

This analysis represents the general legal framework as of March 2024. Specific policy treatment will depend on policyholder residence, citizenship,
structure details, and evolving regulations. Particularly for US persons, offshore policies require careful consideration of tax and reporting obligations.1

1 STEP Global Congress, "Cross-Border Insurance Planning," 2023; Prudential Regulation Authority (UK), "Insurance Special Purpose Vehicles," Policy
Statement 8/24, January 2024; MAS Singapore, "Insurance Business (Investment-Linked Business) Rules," 2023.



Jurisdictional Selection Criteria

Legal Framework

Contract law stability
Insurance-specific statutes
Creditor protection strength
Separate account codification
Judiciary independence

Legal precedent clarity

Cross-border recognition

Tax Environment

Jurisdictional selection should be aligned with policy objectives, family geography, and long-term planning considerations. The optimal jurisdiction

Premium taxation
Inside build-up treatment
Death benefit taxation

Withholding requirements

Information exchange agreements

Tax treaty network

Political stability of tax regime

Regulatory Oversight

Regulator sophistication

Capital adequacy requirements
Policyholder protection measures
Compliance monitoring

Industry supervision approach
Intervention history

International recognition

Cross-Border Compatibility

Recognition in residence jurisdictions
Portability across domiciles
Compliance with foreign insurance laws
Recognition of trust arrangements

CRS and FATCA compliance framework
Cross-border service capabilities

Multi-currency functionality

balances legal protections, regulatory certainty, tax efficiency, and operational capabilities.1

1 Cambridge Strategy Group, "Insurance Jurisdiction Selection Framework,' 2023; International Association of Insurance Supervisors, "Global Insurance

Market Report," 2024, pp. 45-62; Deloitte, "Insurance Regulatory Environment Scan," Q1 2024.



Carrier Selection: Financial Strength Criteria

Core Financial Metrics

Rating Agency Assessments: AM Best, S&P, Moody's, Fitch evaluations
Capital Adequacy: Risk-based capital ratios (RBC in US, Solvency Il in EU)
Balance Sheet Analysis: Asset quality, liquidity, investment concentration
Reserving Practices: Conservatism in actuarial assumptions
Reinsurance Arrangements: Quality and quantity of risk transfer
Ownership Structure: Public/private, corporate governance

Business Mix: Concentration in product lines

Earnings Stability: Historical volatility and sustainability

Financial strength assessment should extend beyond simple ratings to include detailed

analysis of capital structure, business model sustainability, and stress scenario

resilience.1

Carrier Rating Distribution

Minimum acceptable ratings for carriers in UHNW

planning:
Rating Agency Minimum Preferred
Rating Rating
AM Best A A+ or higher
S&P A AA- or higher
Moody's A2 Aa3 or higher
Fitch A AA- or higher

For policies with 20+ year time horizons, emphasis should
be placed on long-term stability metrics rather than
current ratings alone.2

1 Milliman Research Report, "Life Insurer Solvency Analysis,' 2023; 2 AM Best, "Understanding the Rating Process for Life Insurance Companies,’ Special
Report, January 2024; National Association of Insurance Commissioners, "Risk-Based Capital Requirements for Life Insurers," 2023 Update.



Carrier Selection: Solvency Framework Comparison

US Risk-Based Capital (RBC) EU Solvency II
The NAIC RBC framework evaluates insurer capital adequacy relative to The EU framework uses a three-pillar approach to insurer supervision:
risk profile:

 Pillar 1: Quantitative requirements (SCR, MCR, technical provisions)

e RBC Formula: Asset risk, insurance risk, interest rate risk, business « Pillar 2: Governance and risk management (ORSA)

risk . .
e Pillar 3: Disclosure and transparency

. . CTri % . .
Company Action Level: Triggered at 150% of required capital * Solvency Capital Requirement (SCR): Risk-based calculation

* Regulatory Action Level: Tri d at 100% of ired ital
eguiatory Action Levet Triggered a ot required capita e Minimum Capital Requirement (MCR): Absolute floor

e Authorized Control Level: Triggered at 70% of required capital

. . _ Solvency Il employs more principles-based approaches with greater
* Mandatory Control Level: Triggered at 35% of required capital y _ AR .p. _ > = _ 2

emphasis on insurer-specific risk assessment and disclosures.2
The US system focuses on standardized formulas with regular stress

testing requirements and state-based oversight.1

When comparing carriers across jurisdictions, it is essential to understand the fundamental differences in solvency frameworks. While both systems aim
to ensure policyholder protection, the methodologies, intervention triggers, and disclosure requirements vary significantly, requiring normalization in
comparative analysis.3

1 National Association of Insurance Commissioners, "Risk-Based Capital Requirements," 2023; 2 European Insurance and Occupational Pensions
Authority, "Solvency Il Review,' 2023; 3 International Association of Insurance Supervisors, "Insurance Core Principles and Common Framework for
Supervision,' 2023.



Carrier Solvency Dashboard (Illustrative)

Carrier Domicile AM Best S&P RBC Ratio Solvency |l Assets (SB) Reinsurance Risk Score
Ratio %

Carrier A us A++ AA+ 465% N/A 245 15% Very Low

Carrier B Bermuda A+ AA- 410% 215% 32 25% Low

Carrier C Ireland A A+ N/A 187% 18 40% Low-
Medium

Carrier D Luxembour A A N/A 165% 12 45% Medium

g

Carrier E us B++ BBB+ 285% N/A 8 55% Medium-

High

Data is illustrative for pedagogical purposes only. Actual metrics should be obtained from rating agency reports, statutory filings, and carrier disclosures.
Risk score is a composite evaluation of financial metrics, operating history, and governance factors.1

1 Data would typically be sourced from AM Best Rating Reports, S&P Global Insurance Ratings, statutory filings, and Solvency 1I/SFCR disclosures, with
quarterly updates.



Policy Design: Premium Structure

MEC vs. Non-MEC Design Premium Design Options

A Modified Endowment Contract (MEC) is a life insurance policy that fails Premium S S

the "7-pay test" under IRC §7702A, resulting in less favourable tax remium Structure enefits
treatment of policy distributions. Single Premium simplicity,

MEC Tax Treatment: TER s el
e Withdrawals taxed on a LIFO basis (gains first) Level Annual Predictable cash
 Policy loans treated as taxable distributions Premium flow, non-MEC

* 10% penalty tax on distributions before age 59% 7-Pay Maximum Maximum funding
e Death benefits remain income tax-free while non-MEC
Non-MEC Tax Treatment:

« Withdrawals taxed on a FIFO basis (basis first) Guideline Premium Optimizes death

, benefit/premium
* Policy loans generally not taxable events

* No penalty tax on distributions Hybrid Approach Customized to

e Death benefits income tax-free specific needs

MEC status determination is critical in policy design and affects funding

Considerations

Creates MEC,
limited flexibility

Extended funding
period

Complex
calculations,

monitoring

Requires ongoing
testing

Complex design
and monitoring

Premium design should be aligned with cash flow availability, tax

flexibility throughout the life of the policy.1 o ) )
objectives, and required policy performance.2

1 IRC §7702A; Rev. Proc. 2008-42, 2008-29 I.R.B. 160 (remediation of MEC status); 2 Society of Actuaries, "Life Insurance Funding Patterns,' 2023;

American College of Financial Services, "Advanced Life Insurance Strategies,' 2024.



Policy Design: MEC Testing and Corridor Requirements

7-Pay Test for MEC Status

A policy becomes a MEC if the cumulative premiums paid during the first
seven years exceed the sum of the net level premiums that would have
been paid had the policy provided for paid-up future benefits after seven

annual premiums.

Key MEC Testing Considerations:

Material Changes: Policy changes restart 7-year testing period
Reduction of Benefits: Retroactive adjustment of 7-pay limit

Death Benefit Increases: New test period for incremental coverage
Policy Exchanges: Carryover of MEC status from old policy

Consolidation of Policies: Special testing rules apply

MEC testing is a dynamic process requiring monitoring throughout the

policy life, particularly when policy changes are contemplated.1

Corridor Requirements

To qualify as life insurance under IRC §7702, the death benefit must

exceed the cash value by a specified percentage ("corridor factor") that

varies by age.

Representative Corridor Factors:

Age

40

50

60

70

80

90

Corridor Factor

250%

185%

150%

130%

115%

105%

Corridor management is critical in cash value-focused products to

maintain compliance with the definition of life insurance.2

1 IRC §7702A; Treas. Reg. §1.7702A-1; 2 IRC §7702(a)(2), (d); 2021 CSO Mortality Table Corridor Factors; Rev. Proc. 2010-28, 2010-34 |.R.B. 270
(guidance on corridor testing).



Cash Value Dynamics: Costs and Charges

Policy Expense Structure

e Premium Loads: Charges deducted from premium payments (0-8%)

e Cost of Insurance (COI): Mortality charges based on net amount at risk
* Policy Administration Fees: Monthly or annual fixed charges

» Asset-Based Fees: Annual charges on cash value (0.25-1.00%)

e Surrender Charges: Declining penalties for early policy termination

* Investment Management Fees: Charges for underlying investments

* Rider Charges: Costs for additional policy features

The expense structure varies significantly between retail and private placement products,
with PPLI/PPVA typically featuring substantially lower and more transparent costs.1

Expense Type

Premium
Loads

COI Margin

Administratio
n

Asset-Based

Surrender
Period

All-in Annual
Cost

Expense Comparison

Retail
Products

3-8%

15-50%

£25-50/month

0.5-1.0%

10-15 years

2.0-3.5%

PPLI/PPVA

0-1%

5-15%

£100-
300/month

0.15-0.5%

0-5 years

0.7-1.5%

Ranges are illustrative based on industry averages as of
Q1 2024.2

1 Milliman Research Report, "Life Insurance Cost Analysis," 2023; 2 Morningstar Manager Research, "Insurance Wrapper Costs,' Q1 2024; Society of

Actuaries, "Pricing and Profitability in the Life Insurance Industry," 2023.



Cash Value Dynamics: IRR Analysis

IRR to Death vs. IRR to Surrender Comparative IRR Analysis

Internal Rate of Return (IRR) analysis measures the efficiency of life insurance as an
. . . . ) . Product Type 20-Year IRR to 20-Year IRR to
investment, comparing premiums paid to benefits received.

Death Surrender

IRR to Death Considerations:

Whole Life 3.5-4.5% 1.5-3.0%
e (Calculated based on premiums paid vs. death benefit received
e Heavily influenced by mortality timing Indexed UL 4.0-6.0% 2.0-4.0%
e Improves with compressed funding periods Variable UL 4.5-7.0% 2 5.5.0%
* Enhanced by leveraging techniques (premium financing, split-dollar)
e Must consider time value of money for delayed benefits PPLI °.0-8.0% 3.5-6.5%
IRR to Surrender Considerations: PPVA N/A 4.0-7.0%

e Calculated based on premiums paid vs. cash surrender value _ _ _
Ranges are illustrative for pedagogical purposes based on

» Significantly affected by surrender timing relative to load period industry projections as of Q1 2024.1
* Negative in early years due to acquisition costs
e More relevant for policies with living benefit focus

e Critical for assessing liquidity scenarios

1 Society of Actuaries, "Life Insurance Performance Metrics,' 2023; Cambridge Strategy Group, "UHNW Insurance Portfolio Analysis,' 2024; Morningstar
Manager Research, "Expected Returns in Insurance Products," Q1 2024.



Investment Architecture: Insurance Dedicated Funds
(IDFs)

IDF Structure and Requirements IDF Market Development
Insurance Dedicated Funds are investment vehicles specifically designed
L ) . IDF Category Availability Typical Minimums
for use within variable insurance products:
* Exclusivity: Only available to insurance company separate accounts Traditional Asset Extensive $250,000-1M
Allocati
» Diversification: Must meet §817(h) requirements ocation
* Independence: Investment decisions made by independent manager Single-Manager Broad $1-5M
e Legal Form: Typically private partnerships or non-registered mutual Strategies
funds
Multi-M Growi 5-10M
* Look-Through: Fund components considered for diversification tests Hit-vianager rowing 3
Platforms
e Investor Control: No individual policyholder influence over
investments Alternative Expanding $5-25M
IDFs serve as the primary investment vehicle within PPLI and PPVA LSl
structures, providing the critical barrier between policyholders and ) o
Bespoke Solutions Limited $25M+

underlying investments.1
The IDF marketplace has evolved significantly over the past decade, with

increasing sophistication and breadth of available strategies.2

1 Treas. Reg. §1.817-5; Rev. Rul. 2003-92, 2003-2 C.B. 350; 2 Cerulli Associates, "Insurance-Linked Investment Products," 2023; Investment Company
Institute, "Alternative Investment Vehicles in Insurance Products," Research Perspective, March 2024.



Investment Architecture: Asset Menus and Restrictions

e

Generally Permitted
Investments

Publicly traded securities (equities,
fixed income)

e Registered mutual funds and ETFs

e Bank deposits and money market
instruments

e Private funds meeting diversification

requirements

e Regulated hedge funds (with
appropriate structure)

e Foreign securities and funds

e Real estate investment trusts (REITSs)
e Certain structured products

These asset types generally satisfy

regulatory requirements when properly
structured within the IDF framework.1

&4

Generally Prohibited
Investments

e Direct real estate holdings

e Physical commodities and precious
metals

e Closely-held business interests
e Personal property (art, collectibles)
e Direct loans to individuals or entities

e Funds available only to insurance
wrappers

* Investments controlled by the
policyholder

¢ Life settlements and viatical
arrangements

These assets typically violate investor
control, diversification, or other
regulatory requirements.2

Grey Area Investments
e Private equity funds
e Certain derivative strategies

e Digital assets and cryptocurrency
funds

e Insurance-linked securities

e Special purpose acquisition
companies (SPACs)

e Concentrated sector funds

e Certain alternative lending strategies

e Sophisticated options strategies

These investments require careful

structuring and carrier-specific approval,

with practices evolving with regulatory
developments.3

1 Rev. Rul. 2003-92, 2003-2 C.B. 350; 2 Rev. Rul. 81-225, 1981-2 C.B. 12; Webber v. Commissioner, 144 T.C. 324 (2015); 3 AALU/GAMA Policy Bulletin,
"Investment Guidelines in PPLI," 2023; PLR 201417007 (analysis of certain derivative strategies).



Funding Strategies: Premium Financing Overview

Premium Financing Structure

Premium financing involves borrowing funds to pay life insurance premiums,
leveraging the policy's cash value and death benefit as collateral.

Key Elements:

e Loan Structure: Typically annual renewable or term facilities
 Interest Rate: Usually SOFR/SONIA plus spread (1.5-3.0%)

e Collateral: Policy cash value plus additional assets

e Loan-to-Value Ratio: Typically 90-95% of cash surrender value

e Additional Collateral: Often letters of credit or marketable securities
e Term: Annual renewal or multi-year commitments

e Exit Strategy: Policy cash value growth, partial surrenders, or external funds

Premium financing creates leverage within the insurance structure but introduces
interest rate risk, collateral requirements, and refinancing uncertainty.1

—
h‘:,_ﬁ—:__

INSURANCE
COMRANCE

Typical premium financing arrangement showing flow of funds
and collateral

Typical Terms (Illustrative):

Parameter Typical Range
Loan Interest Rate SOFR + 1.5-3.0%
Loan-to-Value 90-95% of CSV
Additional Collateral 5-25% of premium
Minimum Loan Size £1-5 million
Maximum LTV 95-98%

1 Milliman Research Report, "Premium Financing Arrangements: Risk and Reward," 2023; Cambridge Strategy Group, "Premium Financing Market

Analysis," 2024; STEP Journal, "Premium Financing for UHNW Insurance Planning," September 2023.



Funding Strategies: Premium Financing Stress Testing

Critical Risk Factors

* Interest Rate Risk: Rising rates increase borrowing costs

Crediting Rate Risk: Lower returns reduce collateral coverage

e Collateral Call Risk: Market volatility may trigger additional
requirements

* Refinancing Risk: Lender may not renew on favourable terms

e Policy Performance Risk: Underperformance relative to
illustrations

e Extended Duration Risk: Longer timeframes increase
cumulative exposure

» Exit Strategy Risk: Planned exit may become impractical

Comprehensive stress testing across multiple variables is
essential for responsible premium financing implementation.1

Stress Testing Scenarios (Illustrative)

Scenario Interest
Rate

Base Case SOFR +

2.5%
Rising SOFR +
Rates 3.5%
Poor SOFR +
Returns 2.5%

Combined SOFR +

Stress 3.5%
Extreme SOFR +
Scenario 4.5%

Policy

Return

6.0%

6.0%

3.5%

3.5%

2.0%

Collateral

Impact

None

Moderate

Significant

Severe

Extreme

Viability

High

Medium

Low

Very Low

Non-viable

Scenario analysis should project outcomes through the expected financing period

(typically 10-15 years) to evaluate long-term sustainability.2

1 Prudential Regulation Authority (UK), "Supervisory Statement 4/23: Insurance Risk Management," July 2023; 2 Milliman Research Report, "Premium
Financing Stress Testing Methodologies,' 2023; New York Department of Financial Services, "Insurance Circular Letter No. 5 (2023): Premium Financing

Risk Management."



Split-Dollar Structures: Overview

Economic Benefit Regime

The non-owner (typically employer) pays premiums and receives the
greater of premiums paid or cash value upon termination, with the
balance to the owner (typically employee or trust).

Key Characteristics:

* Non-owner has no interest in policy cash value growth

e Owner reports annual economic benefit as income

e Economic benefit calculated using IRS Table 2001 or carrier rates
e Simple structure with minimal documentation

e No interest accruals or payments

e Exit typically through rollout or policy transfer

Economic benefit arrangements are often preferred for their simplicity and
minimal ongoing administration.1

Loan Regime

The non-owner (typically employer) lends premium amounts to the owner
(typically employee or trust), secured by the policy.

Key Characteristics:

e Structured as a series of loans with interest

e Interest may be accrued or paid currently

e Minimum interest rates set by AFR/relevant rates

e Loan principal typically repaid at death or termination
e More complex documentation requirements

* Greater flexibility in design and exit strategies

Loan regime arrangements offer more design flexibility but require more
rigorous documentation and interest rate management.2

1 Treas. Reg. §1.61-22 (economic benefit regime); Notice 2002-8, 2002-1 C.B. 398; 2 Treas. Reg. §1.7872-15 (loan regime); AALU/GAMA, "Split-Dollar

Arrangements in Estate Planning,’ 2023.



Split-Dollar Structures: Comparison and Sample Terms

Feature

Economic Mechanics

Tax Treatment (Owner)

Tax Treatment (Non-Owner)

Accounting Treatment

Documentation

Exit Strategies

Estate Tax Considerations

Corporate Settings

Funding Flexibility

Split-dollar arrangements must be carefully structured to address tax, accounting, and regulatory requirements. The choice between economic benefit and

Economic Benefit Regime

Non-owner pays premiums; owner reports
economic benefit

Annual economic benefit taxable as ordinary
income

No deduction for premium payments

Asset (receivable) equal to greater of
premiums or cash value

Split-dollar agreement; collateral assignment

Rollout; policy transfer; death benefit
repayment

Policy proceeds included in estate if insured
has incidents of ownership

Often used in closely-held businesses

Less flexible

Loan Regime

Non-owner lends premiums; owner
pays/accrues interest

Below-market interest taxable; loans not
taxable

Interest income recognized (paid or accrued)

Loan receivable plus accrued interest

Loan agreement; promissory notes; collateral
assignment

Loan repayment; policy transfer; death benefit
repayment

Policy proceeds included in estate if insured
has incidents of ownership

Common in both public and private
companies

More flexible

loan regime approaches depends on specific objectives, cash flow considerations, and exit strategy preferences.1

1 Treas. Reg. §§1.61-22, 1.7872-15; FASB ASC 715-60 (accounting treatment); Genz v. Commissioner, T.C. Memo 2016-189 (split-dollar tax treatment).



Wealth Replacement with Philanthropy: CRT plus ILIT

Integrated Structure

The CRT-ILIT strategy combines charitable giving with wealth replacement for

heirs:

1.

N o g k~ w0 DN

Donor establishes a Charitable Remainder Trust (CRT)
Appreciated assets transferred to CRT (avoiding capital gains)
Donor receives income stream from CRT for life or term

Donor receives charitable income tax deduction

Portion of income used to fund premiums for life insurance in ILIT
Charity receives remainder interest in CRT assets

Heirs receive tax-free insurance proceeds from ILIT

This strategy provides multiple benefits: charitable impact, current tax deduction,

income stream, and tax-efficient wealth transfer.1

Quantitative Example (Illustrative)

Parameter

Asset Value

Cost Basis

Capital Gains Avoided
Tax Deduction (PV)
Annual Income (5%)
Annual Premium
Insurance Death Benefit

To Charity (ultimate)

Amount

£10,000,000

£2,000,000

£8,000,000

£3,500,000

£500,000

£300,000

£10,000,000

£12,000,000

Values are illustrative for pedagogical purposes. Actual results

will vary based on investment performance, mortality, and tax

rates.2

1 IRC §664 (CRTs); §170 (charitable deductions); §2042 (estate tax treatment of life insurance); 2 The American College of Trust and Estate Counsel,
"Charitable Planning Techniques,' 2023; Cambridge Strategy Group, "Philanthropic Planning with Insurance,’ 2024.



Cross-Border Families: Key Considerations

Multiple Tax Residency

Families with members in different
jurisdictions face complex tax treatment of
insurance structures:

e Potentially conflicting tax treatment of
policy gains

e Treaty qualification of insurance products

e Divergent definitions of insurance across
jurisdictions

» Controlled Foreign Corporation (CFC)

risks

e Passive Foreign Investment Company
(PFIC) considerations

e Foreign trust reporting requirements

e Beneficial ownership disclosure
obligations

Cross-border planning requires careful
coordination of each jurisdiction's rules.1

Policy Portability

As family members relocate, policy
treatment may change significantly:

e Potential loss of tax-advantaged status

upon relocation

e Change in regulatory classification of
products

e Surrender charges and tax consequences
of replacement

* |Immigration/emigration triggering
deemed dispositions

* Need for policy adaptability to changing
circumstances

e Carrier capacity to service international
policyholders

Policy design should anticipate potential
geographic mobility.2

Ownership Structures
Cross-border planning often requires
sophisticated ownership models:

e Multi-jurisdictional trust structures

e Use of Private Investment Companies
(PICs)

e Segregated Portfolio Companies (SPCs)

* Protected Cell Companies (PCCs)

e Partnership structures in favourable
jurisdictions

e Compliant holding structures with

substance

Ownership design must balance tax
efficiency with practical control needs.3

1 STEP Cross-Border Estates Special Interest Group, "Insurance Structures in Multi-Jurisdictional Planning," 2023; 2 PWC Global Private Banking,

"International Insurance Planning," 2023; 3 Maisto e Associati, "Insurance Wrappers and International Tax Planning," 2023.



Transparency and Reporting: Global Framework

Key Reporting Regimes PPLI/PPVA Reporting Matrix
Insurance structures are subject to increasing global transparency requirements:
Structur FATCA CRS Benefici
e FATCA (US): Reporting of foreign financial assets by US persons and FFls e al
e Common Reporting Standard (CRS): Automatic exchange of financial Element Owners
information hip
* Beneficial Ownership Registers: Public or private disclosure of beneficial Policy Ves Yes No
owners
e DAC6 (EU): Mandatory Disclosure Rules for cross-border arrangements
 FBAR Requirements (US): Reporting of foreign financial accounts Trust Yes Yes Yes
0 t
* Form 8938 (US): Statement of Specified Foreign Financial Assets wner (moz .
jurisdic
e Form 720 (Spain): Reporting of foreign assets including insurance policies ions)
e Trust Registration (UK/EU): Registration of trusts with tax consequences
Trust Yes Yes Yes
The transparency landscape continues to evolve, with increasing information -
Benefici (most
exchange between jurisdictions and heightened disclosure requirements.1 . o
aries jurisdict
ions)
Underlyi No No No
ng
Investm
ents
Premiu No No No
m
Financin
g

DAC6

Potentia
lly

Potentia
lly

No

Potentia
lly

Potentia
lly

Reporting requirements may vary based on specific structural

details, policy owner characteristics, and evolving regulations.2

1 OECD, "Implementation Handbook: Standard for Automatic Exchange of Financial Information in Tax Matters," 2023; 2 European Commission, "DAC6

Guidelines,' 2023; STEP, "Global Transparency in Wealth Structures,’ 2024.



Banking and Collateralisation: Policy as an Asset

Policy Financing Options Banking Considerations

Life insurance policies can be effectively used as banking collateral in various financing
Factor Importance

arrangements:

» Policy Loans: Direct borrowing from the insurance carrier against cash value Proper Titling Critical

» Assignment for Bank Loans: Collateralised borrowing from third-party lenders .
Collateral Essential

* Securities-Based Lending: Combined collateral with investment portfolios Assignment

* Premium Financing: Loans specifically for premium payments

* Business Financing: Policy collateral for business loans or lines of credit Carrier Consent R

* International Financing: Cross-border lending using policy assets L oan-to-Value Ratio Typically 90-95%

Each approach has distinct advantages, limitations, and tax consequences that must be carefull

PP ISt Y ges, fimitatl X au N e Estate Tax Impact Must Evaluate

evaluated.1
Transfer-for-Value Must Evaluate
Risk
Incidents of Critical Analysis
Ownership

Banking relationships should be established with
institutions experienced in insurance-backed
lending.2

1 Lombard International, "Insurance Policy Collateralisation Guide," 2023; 2 Private Banking Association, “Insurance-Backed Lending Best Practices," 2024;
Estate of Leder v. Commissioner, 89 T.C. 235 (1987) (collateral assignment of insurance policy).



Governance and Monitoring: RACI Framework

Activity Principal Trustee Protector Investment Legal Counsel Insurance Carrier
Advisor Advisor

Policy A R C C C R I

Selection

Premium R/A R I I C C I

Funding

Investment A R G R I 6 I

Selection

Policy I R I I I C R

Administratio

n

Annual A R R R C R I

Review

Regulatory A R C C R R R

Compliance

Policy A R R C C R I

Changes

Death Benefit I R/A I I C © R

Distribution

R = Responsible, A = Accountable, C = Consulted, | = Informed

Effective governance requires clear delineation of roles and responsibilities, with appropriate documentation of decisions and regular review of delegated
authorities. The RACI framework provides a structured approach to governance that helps ensure all critical activities are properly overseen.1

1 Family Office Association, "Governance Best Practices in Insurance Management," 2023; The American College of Trust and Estate Counsel, "Fiduciary
Responsibilities in Insurance Trust Administration," 2024.



Governance and Monitoring: Policy Review Framework

Five-Year Strategic Review

Three-Year Deep Review * Reassessment of policy objectives

e Comprehensive policy performance against family needs
e Review in-force illustration against analysis

Annual Review

e Evaluation of structural efficiency

original projections * Market comparison of current policy e Jurisdictional review and regulatory

e Assess carrier financial strength ratings terms update
e Evaluate policy expenses against current e Stress testing of funding adequacy e Tax treatment analysis under current law
market

* Review of carrier financial statements * Successor trustee/protector readiness

* Verify premium payments and funding  Analysis of product competitiveness assessment

compliance . . . . .
e Evaluation of emerging policy e Comprehensive documentation update

e Review beneficiary designations e EnEs

e Document review findings and
recommendations

Systematic policy review is essential for long-term success of insurance planning. The review process should be formally documented, with clear
accountability for implementing recommendations. Many policy failures can be traced to inadequate ongoing monitoring and governance.1

1 Society of Trust and Estate Practitioners, "Insurance Trust Administration Standards,’ 2023; AALU/GAMA, "Policy Review Best Practices,' 2023; Trustee
Standards Council, "Fiduciary Standards in Insurance Trust Administration," 2024.



Cost Model: Comprehensive Expense Structure

Cost Category Retail Products PPLI/PPVA Frequency Notes

Policy-Related Costs

Premium Loads 3-8% 0-1% Per Premium Front-end sales charges

Cost of Insurance Varies by age/health Varies by age/health Monthly Lower margins in PPLI

Policy Administration £25-50/month £100-300/month Monthly Higher fixed costs in PPLI

Asset-Based Fees 0.5-1.0% 0.15-0.5% Annual Based on account value

Investment-Related

Costs

Fund Management 0.5-2.0% 0.5-2.0% Annual Underlying investment
costs

IDF Structure Costs N/A 0.1-0.3% Annual Administration of
dedicated funds

Structure-Related Costs

Trust Administration £3,000-15,000 £5,000-25,000 Annual Higher for complex

Legal and Tax Counsel

£5,000-15,000

£10,000-50,000

Initial + Periodic

structures

Higher for cross-border

Financing Costs SOFR + 1.5-3.0% SOFR + 1.5-3.0% Annual If premium financing
used
All-in Annual Cost Range 2.0-3.5% 0.7-1.5% Annual Percentage of policy

value

Cost ranges are illustrative based on industry averages as of Q1 2024. Actual costs will vary based on policy size, structure complexity, jurisdiction, and
carrier. For very large policies (E25M+), costs may be negotiated below these ranges.1

1 Compiled from multiple sources: Milliman Research Report, "Life Insurance Cost Analysis," 2023; Morningstar Manager Research, "Insurance Wrapper
Costs," Q1 2024; STEP Private Client Awards Analysis, "PPLI Cost Structures,’ 2023.



Risk Register: Comprehensive Assessment

Risk Category Specific Risk Likelihood Impact Mitigation Strategy
Legal/Regulatory Estate inclusion due to Low (15%) Severe Clear documentation,
incidents of ownership proper trust design,
regular review
Investor control doctrine Medium (40%) Severe Formal investment policy,
violation documented procedures,
independent
management
Insurable interest Very Low (5%) Severe Thorough documentation
challenges of interest, conservative
underwriting
Tax Loss of tax-advantaged Medium (35%) Severe Ongoing compliance
status monitoring, conservative
structure design
Transfer for value rule Low (20%) Severe Careful documentation of
application exceptions, qualified
counsel review
Retroactive tax law Medium (45%) Moderate Scenario planning,
changes flexible design,
grandfathering provisions
Product Carrier financial Low (15%) Severe Rigorous carrier selection,
weakness ongoing monitoring,
diversification
Investment Medium (50%) Moderate Conservative projections,
underperformance regular review, funding
flexibility
Policy lapse due to Low (25%) Severe Stress testing, funding
funding inadequacy cushion, monitoring
system
Financing Interest rate spike Medium (40%) Moderate Interest rate hedging,
stress testing,
contingency funding
Collateral call inability Low (20%) Severe Liquidity reserves,

conservative LTV ratios,
line of credit

Risk assessment should be reviewed annually and updated to reflect changing conditions, family circumstances, and regulatory developments. Likelihood
and impact assessments represent point-in-time evaluations as of March 2024.1

1 Risk calibration methodology adapted from the Institute of Risk Management, "Risk Assessment in Financial Planning," 2023; Family Office Association,
"Risk Management Framework for Insurance Structures,' 2024.



Scenario Analysis: Regulatory Evolution

Status Quo Scenario (35-65%
probability)

Current regulatory framework remains
largely unchanged, with incremental
increases in reporting requirements but no
fundamental changes to tax treatment.

* Inside build-up remains tax-
deferred/tax-free

e Estate tax exclusion adjusts with
inflation

e PPLI/PPVA maintain current tax
advantages

e Continued expansion of information
exchange

e Gradual tightening of beneficial
ownership disclosure

In this scenario, current planning
approaches remain viable with modest
adjustments for enhanced transparency
requirements.1

Incremental Reform Scenario
(15-35% probability)
Moderate changes to tax treatment of

insurance products, particularly for UHNW
planning applications.

e Enhanced scrutiny of PPLI structures

e Limitations on premium funding
flexibility

e More restrictive investor control
interpretations

e Reduced estate tax exclusions

e Expanded reporting for insurance-based
planning

This scenario would require modifications
to existing strategies but would not
fundamentally undermine insurance-based
planning.2

Fundamental Reform Scenario
(5-15% probability)
Significant changes to the tax treatment of

insurance products, potentially eliminating
many current planning advantages.

* Taxation of inside build-up on high-value
policies
e Mark-to-market taxation of insurance

investments

e Elimination of look-through treatment
for IDFs

e Dramatic reduction in estate tax
thresholds

* Retroactive application of new rules to
existing policies

This scenario would require fundamental
reassessment of insurance-based planning
and potential restructuring of existing
arrangements.3

1 Joint Committee on Taxation, "Estimates of Federal Tax Expenditures," JCX-25-23, December 2023; 2 U.S. Treasury, "General Explanations of the
Administration's Fiscal Year 2025 Revenue Proposals," March 2024; 3 House Ways and Means Committee, "Tax Reform Options," 2023 (staff discussion
draft).



Scenario Analysis: Interest Rate and Market Environment

Interest Rate Scenarios

Scenario

Base Case
Stable rates near
current levels

Rising Rates
+200-300 bps
from current
levels

Falling Rates
-100-200 bps
from current
levels

Volatile Rates
Significant
unpredictable
fluctuations

Impact on
Premium
Financing

Sustainable
financing costs,
predictable
collateral
requirements

Higher financing
costs, potential
collateral calls,
refinancing
challenges

Lower financing
costs, improved
sustainability

Hedging costs
increase, lender
caution, higher
spreads

Impact on Policy
Performance

Performance in
line with current
illustrations

Improved fixed
returns, potential
carrier spread
compression

Reduced fixed

returns, spread
expansion for

carriers

Performance
volatility, carrier
hedging
challenges

Impact on Exit
Strategies

Multiple viable
exit options

Exit pressure
increases, more
difficult to
maintain

financing

Refinancing
opportunities,
extended
sustainability

Opportunistic
exits required,
timing becomes
critical

Market Performance Scenarios

For variable products (VUL, PPLI, PPVA), investment
performance directly impacts policy sustainability and
efficiency:

» Base Case (5-7% return): Policies perform in line with
moderate return projections

» Outperformance (8%+): Enhanced cash values,
reduced funding requirements, improved exit flexibility

e Underperformance (3-4%): Premium adequacy
concerns, potential need for additional funding,
reduced withdrawal capacity

o Severe Underperformance (<3%): Policy sustainability
at risk, significant additional funding required, negative
arbitrage in financing

Variable products should be stress-tested across multiple
market scenarios to assess sustainability and identify
trigger points for intervention.2

Interest rate scenarios have particular significance for premium-financed policies and
fixed-return components of universal life and whole life products.1

1 Milliman Research Report, "Interest Rate Sensitivity in Insurance Products," 2023; 2 Society of Actuaries, "Variable Product Performance Under Stress
Scenarios," 2023; Federal Reserve Bank of New York, "Interest Rate Outlook Survey,' Q1 2024.



Case Study 1. Dynasty ILIT with IUL Funding

Client Situation Implementation Details
e UHNW family with £75M net worth
Parameter Value
e Principal (age 55) and spouse (age 52)
e Three children and seven grandchildren Death Benefit £15,000,000
e Primary goal: multigenerational wealth transfer
Annual Premium £350,000
e Secondary goal: estate tax liquidity
e Current estate tax exposure: £20M+ Premium Duration 15 years
e Significant illiquid business interests
Total Outlay £5,250,000
e Moderate risk tolerance
 Limited premium funding capacity (£350K/year) Trust Duration Perpetual (GST exempt)
Strategy Implemented Indexing Strategy S&P 500 with 0% floor, 10% cap
* Dynasty ILIT established with GST allocation Guaranteed Minimum Death Benefit £15,000,000 (to age 100)
e Survivorship Indexed UL policy acquired by ILIT
Non-Guaranteed Death Benefit £22,500,000 (at age 85)

e Level annual premiums funded via Crummey gifts '
(assumed 6% index return)

* Policy designed to maximize guaranteed death benefit

e Conservative indexing strategy with floor protection Projected IRR on Death (Joint LE) 5.2%

Projections are illustrative for pedagogical purposes and not guaranteed. Actual results
will vary based on index performance, carrier crediting methodology, and policy charges.1

1 Based on typical indexed UL product specifications as of March 2024. Carrier illustrations would provide specific projections based on actual product
features and current crediting rates.



Case Study 1: Dynasty ILIT with IUL - Stress Testing

Stress Test Scenarios

Scenario Assumptions

Base Case 6.0% average index
credit

Moderate Stress 4.5% average index
credit

Severe Stress 3.0% average index
credit

Extended Premium Base case with 20-

year premium

Guaranteed Guaranteed
charges, 0% credit

Even under severe stress scenarios, the policy remains in-force to age 100
with at least the guaranteed death benefit, provided all planned premiums

are paid.1

Policy Status at
Age 90

In-force, £24.8M
death benefit

In-force, £18.2M
death benefit

In-force, £15.0M
death benefit

In-force, £31.5M
death benefit

In-force, £15.0M
death benefit

Risk Assessment

Primary Risks:

Index Performance Risk: Extended periods of poor market
performance could reduce death benefit growth and cash value
accumulation

Carrier Credit Rating Changes: Deterioration in carrier financial
strength could impact long-term security

Premium Funding Risk: Failure to make planned premium payments
could compromise policy guarantees

Interest Rate Environment: Sustained low interest rates may impact
carrier's ability to maintain competitive caps and participation rates
Policy Design Risk: Optimal death benefit and premium structure
balance requires regular review and potential adjustment

Risk Mitigation:

Conservative policy design with minimum guarantees
Regular policy performance monitoring (annually)
Carrier financial strength monitoring

Funding contingency planning

1 Milliman Research Report, "Indexed UL Performance Under Stress Scenarios," 2023; Society of Actuaries, "Mortality and Investment Risk in IUL

Products," 2023.



Case Study 2: PPLI for Concentrated Private Assets

Client Situation

Family with £120M net worth

Principal (age 62) recently sold business

£80M in post-sale liquidity

Continued 30% interest in business (illiquid)
Primary goal: tax-efficient investment structure
Secondary goal: estate planning

Sophisticated investor with alternative allocation
Investment time horizon: 20+ years

Cross-border family with UK, US, and Swiss
connections

Planning Challenges

High tax burden on investment income
Desire for active investment management
Need for investor control compliance
Cross-jurisdictional tax treatment

Balancing access with estate planning

PPLI Strategy Implemented

Parameter

Policy Structure
Ownership
Premium Structure
Total Premium
Death Benefit

Investment Structure

Investment Strategy

Access Mechanism

Reporting Framework

Detail

Bermuda-based PPLI

Irrevocable Trust (Cayman Islands)
Modified Non-MEC (4 years)
£30,000,000

£60,000,000 initial (variable)

Multiple Insurance Dedicated Funds
(IDFs)

60% alternative strategies, 40%
traditional

Policy loans and partial surrenders

FATCA, CRS, trust reporting

The strategy balances tax efficiency with investment flexibility while maintaining

compliance with investor control and diversification requirements.1

1 Based on standard PPLI structures as of March 2024. Implementation would include comprehensive legal and tax analysis across relevant jurisdictions.



Case Study 2: PPLI Implementation and Investor Control
Guardrails

Step 1: Investment Policy Statement (IPS)

Formal documentation of investment objectives, constraints, and

governance:

Clear delegation of investment authority to independent managers

Explicit prohibition of policyholder direction of specific
investments

Documented investment parameters and asset allocation ranges
Risk management guidelines and performance metrics

Regular review requirements and documentation protocols

The IPS serves as the foundational governance document,

establishing the separation between policyholder and investment

decisions.1

Step 3: Governance Framework

Implementation of robust governance procedures:

Documented communication protocols between parties
Regular investment committee meetings with formal minutes

Independent investment advisor engagement

Quarterly performance reporting and compliance certification

Annual legal and tax review of structure

The governance framework ensures ongoing compliance and creates

an audit trail demonstrating adherence to investor control

requirements.3

Step 2: IDF Structure Implementation

Creation of insurance dedicated funds meeting diversification
requirements:

e Establishment of multiple IDFs with different investment mandates
¢ Independent investment management through qualified managers
e Separate account structure with statutory protections

* Diversification compliance testing and certification

e Formal subscription documents and operational guidelines

The IDF structure provides the critical compliance barrier between
policyholder and underlying investments.2

Step 4: Operational Implementation

Day-to-day procedures and safeguards:

Written communication guidelines and archiving

e Separation of policy administration and investment management
e Documented decision-making processes

e Regular compliance training for all stakeholders

e Third-party compliance verification

Operational discipline is essential for maintaining the integrity of the
structure and preventing inadvertent investor control violations.4

1 Rev. Rul. 2003-92, 2003-2 C.B. 350; 2 Treas. Reg. §1.817-5; 3 Christofferson v. United States, 749 F.3d 680 (8th Cir. 2014); 4 Webber v. Commissioner,
144 T.C. 324 (2015).



Case Study 3: Split-Dollar with Premium Financing

Client Situation

* Business owner (age 58) with £200M enterprise value

e Limited personal liquidity despite high net worth

e Business in growth phase requiring capital reinvestment
* Significant future estate tax exposure

e Desire to create multigenerational wealth transfer

e Strong business cash



