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Who We Are

Partners Jeff Taylor and Tim Wyrobek are members of the Association for Advanced Life Underwriting 
(AALU) and the Financial Planning Association® of Georgia.  Crescent Wealth Management was recently 
selected for the inaugural class of the Bulldog 100: Fastest Growing Bulldog Businesses and selected as “Five 
Star Best in Client Satisfaction” from Atlanta Magazine for 2008 and 2009.  Tim and Jeff are also Top of the 
Table members of the Million Dollar Round Table (MDRT®), a leading association of financial professionals.  

Crescent Wealth Management provides comprehensive financial strategies for high-net-worth individuals and 
institutional investors seeking growth and stability in up and down markets.  With headquarters in Atlanta, the 
boutique firm specializes in providing high-touch portfolio management with estate planning and life insurance 
analysis for clients throughout the southeast.  

The purchase of a life insurance policy should go through the same careful analysis that goes into making any 
investment decision. After a careful examination of your assets and your tax position and a thorough 
discussion of your estate planning goals, Crescent Wealth Management can help you determine how life 
insurance can play a role in meeting your financial needs. A specific recommendation on the type and amounts 
of insurance to own is almost entirely dependent on:

• The purpose of the insurance
• The length of time the protection is needed
• The future life insurance needs
• Current cash flow consideration

The Power of Membership 
Crescent Wealth Management’s Strategic Advantage

As a member of Partners Financial, Crescent Wealth Management is able to address the full spectrum of your 
insurance needs with the focused, individual attention of an independent firm. At the same time, we have 
relationships with multiple insurance companies with diverse strengths, and we share in the intellectual 
experience and technological capabilities of a leading insurance distribution firm in the United States. Through 
this membership, we can offer you:

Stringent carrier selection
Partners' overall strategy is to provide multiple company relationships. After carefully evaluating the top 
insurance companies in the world, Partners' distinguished consultants and staff choose a select group of
carriers based on key criteria that include quality, market position, underwriting orientation and financial 
strength. 

Each of these carriers maintains a dedicated resource unit to our business, which ensures that we can provide 
you with a high level of service. When the need for specialized solutions arises, Partners' relationship with 
companies beyond its core carriers helps to ensure that we can tailor solutions to meet your individual 
insurance needs.



Leading-edge technology tools 
Using Partners' advanced decision analysis tools, Crescent Wealth Management can offer you a clear 
understanding of the conceptual goals underlying different types of policies. With Partners' specialized 
reporting system, you can link all your product decisions into an integrated reporting format that provides you 
with effective financial management data.

Collective strength and capabilities
Working with Crescent Wealth Management, you have access to state-of-the-art solutions and market-leading 
experience. As your needs, technology and regulations change, you can continue to count on us.

Assessing the Options
Policy Selection

The purpose for the purchase will help determine the type of policy that will be selected. Crescent Wealth 
Management regularly makes use of the following types of life insurance policies:

Term insurance. This is best suited to solve a temporary need. For example, you can use the death benefits to 
provide enough funds for a college education or to pay off the mortgage on your house. Because it is death-
only protection, it is less expensive and therefore, more attractive if you are relatively young.

Whole life insurance. These policies are more appropriate for older individuals with a permanent need. For 
example, whole life can be used to provide funds for paying estate taxes or buying a partner’s business interest 
if your partner dies before you.

Universal life insurance. This is for those who want to maintain flexibility in both premiums and death 
benefits. It also is well suited if you want to build up cash values conservatively based off fixed interest rates. 

Variable universal life insurance.1 This is a permanent life insurance product which invests a portion of the 
premiums among a choice of investment options. The death benefit is payable as long as there is sufficient 
cash value to support the policy.

Second-to-die, or survivorship, insurance. These policies pay off only after both insured dies, and are most 
often used by couples to pay estate taxes. Because a properly structured estate plan can defer all taxes when the 
first spouse dies, estate liquidity insurance is generally not needed until the second spouse dies. Since it’s 
based on the mortality of two lives instead of one, premiums are usually significantly lower than on a standard 
policy.

Policy Selection
Reasons

From a financial viewpoint, there are three basic reasons to buy life insurance:



Family income protection. Life insurance generally is purchased to provide the family with ample income to 
replace the income lost by the death of a wage earner. The increase of two-income families has emphasized the 
need for coverage on both spouses.

Estate settlement costs. Individuals with sizeable estates often have a high percentage of their total wealth 
tied up in fixed assets. To pay the federal estate taxes within nine months of one’s death, the executor of the 
estate may be forced to sell a portion of the assets within the estate at depressed values. In such cases, the 
income tax-free proceeds from life insurance can protect the heirs from the distressed sale of assets to pay 
estate settlement costs. 

Life insurance can also be arranged in an irrevocable trust to help reduce or eliminate estate taxes. For this 
reason, life insurance can be the essential element in an estate that enables the preservation of the other 
important assets. 

Business reasons. Many partnerships and closely held corporations have agreements that provide for the 
purchase of the deceased’s ownership in the firm from the heirs of the deceased partner or shareholder. It often 
is advantageous to fund such ‘buy-sell’ agreements with life insurance to guarantee* the availability of funds 
for the transaction. By doing so, the corporation or surviving partners avoid the financial strain that may result 
from fulfilling the buy-out agreements. Many business owners also sign personally on business loans. This 
causes the loans to be called at their death and presents a liquidity crisis in the estate. Life insurance can be one 
of the most appropriate vehicles to prevent this.

Underwriting Advocacy
A Critical Link in Optimizing Your Insurance Coverage

One of the most significant tools available to you as a Crescent Wealth Management client is access to 
Partners Financial's competitive underwriting advocacy. Never before has a high level of advocacy been more 
essential. Insurance companies divide customers into many more risk categories than in the past and significant
shifts in the reinsurance market have changed the dynamics of large-dollar cases. Within this increasingly 
complex life insurance market, you need an advocate who has extensive life insurance underwriting experience 
and detailed knowledge of carriers’ retention limits and the reinsurance marketplace.

The impact of underwriting advocacy can include:

� Increased cash value
� Improved risk class
� Extending the maturity on a policy by getting the underwriting to fit the product
� Maximizing capacity to ensure that you receive the coverage you need
� Access to senior underwriting staff at insurance companies
� Waiving of requirements deemed unnecessary
� The ability to save you time by using your individual doctor’s reports in lieu of life insurance medical 

exams
� Strategic timing on large cases



Focusing on clients’ unique circumstances
The basis of insurance underwriting involves matching medical profiles and health histories of applicants with 
a specific risk class. But individuals rarely fit neatly into categories. At Crescent Wealth Management, we look 
at the entire picture, point out mitigating factors, and probe beneath the surface of lab reports and medical 
histories to help ensure that your risk ratings are based on your unique situation rather than how you fit into a 
statistical model.

Removing uncertainty from the underwriting process
As in all important transactions, information is power in obtaining the most affordable underwriting decision. 
Crescent Wealth Management’s comprehensive action plan includes:

� Optimal selection of insurance companies based upon their experience or how amenable they are to 
underwriting specific circumstances, such as frequent foreign travel to countries deemed unsafe, high-
risk hobbies or professions, and a wide range of medical impairments.

� Presentation of individual medical profiles and health histories of applicants and proactively providing 
the types of additional information that can help to mitigate concerns.

� The ability to gather additional information if the initial offer is not favorable.
� Close working relationships with the medical directors and senior underwriting staff at insurance 

companies. 

Applying expertise of the reinsurance market
On large cases, primary insurance companies usually retain only a small portion of the insured amount that 
they underwrite. They need to ‘re-sell’ the amount that exceeds their retention limit, based on pre-defined 
Automatic Reinsurance Limits. Within this highly complex framework, we have access to experts on the 
reinsurance marketplace who can help coordinate maximum capacity and negotiate on your behalf. 

Taking Control
The Policy AnalystTM Process

Just as you should continuously monitor and occasionally reallocate an investment portfolio to reflect changing 
market conditions and changing needs, a life insurance portfolio requires similar attention. The performance of 
in-force policies has been impacted in recent years by falling interest and dividend rates or, in the case of 
variable contracts, by the bear market. 

Plus, your life situation and risk tolerance may have changed since you last purchased life insurance. Your 
income and the value of your assets may have increased. Your family may have expanded, or perhaps you 
started a new business. New features, such as no-lapse guarantees and extended maturity riders that are 
available on newer products, may offer benefits that aren’t included on the policies you currently own.

If you haven’t taken a good look at your life insurance policies lately, you might be missing out on essential 
information about the performance of your policies and possible gains resulting from more current, cost-
effective coverage.



Whether it’s for your personal needs or for your business, a life insurance review is a critical component of a 
financial planning strategy. The objective is to ensure that your coverage is aligned with your current financial 
needs. It takes into account personally owned contracts, trust-owned contracts and employer-provided benefits 
to provide you with an unbiased assessment of the adequacy of your coverage. 

It begins with some basic questions:

� Is your existing policy providing adequate coverage?
� Have the needs that promoted the purchase of your current policy changed?
� How is your policy performing relative to its original objective?
� Is it on track to meet intended goals?
� Are your insurance products among the most competitive and affordable on the market today?
� Has your health improved where current underwriting programs or enhancements in policy pricing 

may benefit you? 

When considering a review it is important to be aware of potential pitfalls, including:

� The original policy cash value may be applied to first year expenses and commissions.
� Existing and new surrender charges may diminish policy value and extend beyond that of the original.
� Potential for higher premiums if health has declined.
� A new policy will typically have a new contestability period.

Crescent Wealth Management can provide you with a thorough explanation of how your policy has performed, 
projected cash values at designated intervals, and an assessment about the number of years that the policy will 
remain in force based on current assumptions. In cases where there is a clear advantage, we will also provide 
you with information on alternative policies and any unfavorable tax consequences caused by surrendering an 
existing policy.

Business Succession Planning
Specializing in the Unique Needs of the Business Owner

� Buy-sell arrangements
� Key-person coverage
� Business continuation
� Disability plans
� Employee stock ownership plans 

Most closely-held business owners have a significant portion of their personal assets in the business. That 
means their personal and family lifestyle depends on the income their business provides. With proper planning, 
the business may continue to provide this income even in the event of the owner’s retirement, disability or 
death. It is crucial that you work with advisors who care as much about your business as you do. Our team of 
professionals knows there are many ways to develop an effective exit strategy. And they know that selling 
highly appreciated investments like a business can create a large tax liability that can substantially impact your 



wealth. That’s why, more than a plan, you need a partner with the financial expertise and cutting-edge tools to 
help minimize your taxes and maximize your hard-earned wealth.

Wealth Conservation & Management
Your Personal Finance Partner

� Asset preservation
� Retirement distribution planning
� Charitable planning
� Survivor benefits
� Education planning
� Special needs planning 

Comprehensive wealth management solutions require a full understanding of your
unique circumstances and how each decision affects your overall financial goals. We employ some of the 
industry’s most sophisticated analysis tools to offer you a personalized approach to wealth management, 
conservation and growth. We will work with you to help ensure your goals are not just met – but exceeded if 
possible. 

 



Policy Review

Are Your Clients Optimizing Their Policy Coverage? 

Life insurance is a complex and highly flexible financial instrument. Too often, it is purchased for a very specific 
purpose and forgotten about. 

Just as you would periodically review your clients’ investment portfolios, you need to ensure that your clients’ life insur-
ance needs are objectively evaluated on a periodic basis

What a Policy Review Does for Your Clients

Chances are, many things have changed since the last time your client purchased life insurance. Their needs might have 
changed, their current coverage could be insufficient, or their existing policies might have underperformed, leaving 
them at risk for unexpected premiums or taxable events. 

Make certain that you are diligently monitoring your client’s insurance needs and existing coverage, just as you monitor 
their investments. If you work with trustees, they have a fiduciary obligation to guard the trust assets to ensure the 
grantor’s intent is met and the beneficiaries are cared for. 

A Policy Review is not a replacement program. Instead, it is part of an ongoing assessment of your client’s ever-changing 
needs. We can help you to analyze your clients’ existing life insurance to determine if it is appropriate for their needs 
and whether the type and performance of the life insurance is aligned with the client’s goals. We have the resources to 
help you to:

Who Should Have Their Life Insurance Policies Reviewed? 

Any client is a candidate for a policy review, however, the primary prospects fall into the following four categories: 

Younger clients who purchased term insurance some time ago (to save on the near term cost)

  but have a long-term life insurance need. 

Middle-aged clients who have purchased insurance for family protection, but might be paying

  more than necessary because they are holding term or group term coverage that might put their

  families at risk or they are not utilizing life insurance that builds cash value as efficiently as

  other policies could. 

Business owners who are using life insurance to handle their continuation plans, benefit plans

  or key-person coverage, and could benefit from stronger, more appropriate or efficient coverage. 

Trustees who could place themselves at legal risk, or their clients’ goals and beneficiaries’ needs

  at risk, by not diligently monitoring their trust owned life insurance.

C R E S C E N T  W E A L T H  M A N A G E M E N T



Please see disclosure page for complete disclosure information. C R E S C E N T  W E A L T H  M A N A G E M E N T

Policy Review

  

Events that Could Trigger a Need to Review a Client’s Life Insurance:

Personal Changes Life Insurance Changes

Return of premium

Guaranteed death benefit protection



Fiduciary Duties for Trust Owned Life Insurance

Trustees generally have a fiduciary duty to invest and manage trust assets as a prudent investor would. This includes 
not just traditional investment assets, but other frequently overlooked assets, such as life insurance. 

The Uniform Prudent Investor Act (UPIA), which most states have adopted some version of, provides that:

“ [A] trustee who invests and manages trust assets owes a duty to the beneficiaries of the trust to comply with the prudent 
investor rule. . . A trustee shall invest and manage trust assets as a prudent investor would, by considering the purposes, 
terms, distribution requirements and other circumstances of the trust. In satisfying this standard, the trustee shall exercise 
reasonable care, skill, and caution.”

Trustees who breach this duty, may be liable for monetary damages to the trust beneficiaries.

A key responsibility of the trustee is to have a disci-
plined investment process that seeks the greatest 
return for the least amount of risk. In order to help 
minimize potential trustee liability with respect to 
trust owned life insurance, it is advisable that you 
develop an investment policy statement (IPS) for the 
purpose of documenting this process. At a minimum, 
the IPS should cover the following:

 respect to trust owned life insurance.

 designated risk tolerance.
       

 gifting limitations.

 period than expected. What if the premiums are   
 dependent on gift splitting and one spouse is not likely  
 to live through an extended premium-paying period?

 be more cost efficient or offer better guarantees.
  

In addition, a key component of an IPS is a commit-
ment to regularly review each policy owned by the 
trust. Chances are, many things have changed since the 
life insurance was purchased. It is your responsibility as 
the trustee to ensure that the life insurance is perform-
ing as expected and is providing the best possible 
benefit for the trust beneficiaries. Reasons you need to 
have the life insurance reviewed regularly include:

 market downturns over the past few years or histori 
 cally low interest rates.

 potential liability for failing to properly monitor the  
 policies.

 expected to keep the policies in force that could   
 possibly cause the grantors to exceed their annual  
 exclusions?

  purposes might be standard today and cost less.

C R E S C E N T  W E A L T H  M A N A G E M E N T



Please see disclosure page for complete disclosure information.

* Case studies are for informational purposes only. Results of these cases may not represent
 the typical client advisor relationship and actual results will vary from client to client.

C R E S C E N T  W E A L T H  M A N A G E M E N T

Fiduciary Duties for Trust Owned Life Insurance

  

 
 premium.
       

 relatively new type of life insurance product in the  

 ing offers and lower premiums.

  

Case Studies*

Trust Holding Fixed Insurance Products

Charlie and Stella set up their estate plan 10 years ago. As part of the plan, they set up an irrevocable trust and the trustee 
purchased two second-to-die policies on their lives from two different companies. One was a participating whole life 
contract, the other was a universal life contract. The couple has diligently made gifts for premium payments each year, 
and the trust has worked well. However, nobody – including the trustee – has reviewed the life insurance policies.

At the urging of their life insurance advisor and their CPA, Charlie and Stella contacted the trustee and asked to have 
the policies reviewed. As it turned out, both policies were not performing as expected. Both were sold to them using 
assumptions that, while reasonable for the economic climate 10 years ago, are unrealistically high in today’s environ-
ment. The participating whole life policy was at risk to fail because of dividend cuts over the last 10 years. The universal 
life policy was being credited a rate a full 550 basis points lower than the illustration on which the policy was sold. For 
that policy to stay in place, an additional 12 years of premiums over the original design would be required.

Trust Holding Second-to-die Policy in which One of the Insureds is Now Deceased

Todd and Sue set up the irrevocable trust 15 years ago and the trustee purchased a second-to-die contract on their lives. 
Todd passed away two years ago, leaving Sue as the surviving insured. As a result of a policy review, it has been deter-
mined that exchanging the old second-to-die policy for a new individual life policy insuring Sue increases the total cover-
age by $500,000 without increasing the costs or risks, thus providing the best possible benefit for the trust beneficiaries.

Estate Has Increased Substantially

John and Sarah did their estate planning 15 years ago. Back then, it was determined that they had an estate liquidity 
need of $5 million. As a result, they established an irrevocable trust and had the trust purchase $5 million of second-to-
die coverage on their lives. Since they did their original estate planning their estate has increased in value by $10 million. 
As a result of a policy review, it is discovered that the amount of their existing trust owned life insurance is not sufficient 
to provide the estate liquidity they need and desire.



Please see disclosure page for complete disclosure information. C R E S C E N T  W E A L T H  M A N A G E M E N T

Fiduciary Duties for Trust Owned Life Insurance

  

A Policy Review is Not a Replacement Program

Instead, it is part of an ongoing assessment of your trust owned life insurance. We can help you to analyze existing life 

insurance owned by the trust to determine if it is appropriate for the needs of the trust beneficiaries and whether the 

type and performance of the life insurance are aligned with the trust’s goals.

We have the resources to help you to:
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Charitable Case Study

The Client:

Bill, age 82, is a retired executive and large donor to his 
alma mater. He has recently established a gifting 
program in which he will give $1m over the next 6 
years to the University and $9m at his death.  The 
initial $1m will be given according to the following 
schedule: $500,000 year one, $100,000 annually years 
2-6.  It's also worth noting that Bill has significant 
liquidity and income from other substantial assets.  
He has also recently applied for life insurance and was 
declined by two separate carriers. 

The Concern:

Bill is concerned that with an unstable economy 
coupled with a volatile stock market, it will end up 
costing him more than the $9m present value to fund 
his gift at death.  Therefore, he would like to investi-
gate options that will accomplish the following: 

  (present day value) to fund his gift at death

  during lifetime equal to 4% after tax (of which  
  he will use a portion of to make the initial $1m  
  gift)
   

  possible

The Solution:

Crescent Wealth Management utilized a unique strat-
egy that coupled the use of a rated, lifetime Single 

were able to create significant arbitrage by obtaining a 
favorable offer on the life insurance.  The result was 
that we were able to structure a plan that provided Bill 
with enough guaranteed lifetime income to: 

  insurance policy
   

  gifts over the next 6 years

Please see disclosure page for complete disclosure information. Crescent Wealth Management, Inc. does not provide legal or tax advice. 
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Life Settlement Case Studies

*The term life settlement refers to the sale of  a life insurance policy by the policyowner to an unrelated third party for an amount that typically exceeds cash value.

 Please see disclosure page for complete disclosure information. Crescent Wealth Management, Inc. does not provide legal or tax advice.

C A S E  S T U D Y  # 1

The Problem:

Client was a small marketing firm who owned a $1.2m 
term insurance policy on the previous owner who has 
since retired.  The policy's term was nearing an end 
and it would have cost $75,000/yr to convert the 
$1.2m to a permanent policy.  Due to the high conver-
sion premium, the company had made the decision to 
let the policy lapse when the CFO decided to consult 
Crescent Wealth Management.

The Solution:

Through our relationships in the secondary market, 
Crescent was able to obtain a life settlement* offer of 
$247,000 for the policy, which the company took. 
(They had previously looked at this option through 
another broker and had been told that $10,000 was the 
maximum offer in the secondary market).

C A S E  S T U D Y  # 2

The Problem:

Client was a small business owner who was required to 
maintain a $1.7m insurance policy to securitize a loan 
to the business.  The issue is that the policy, without a 
significant increase in premium ($78,000/yr),
was set to expire in two years while the bank note called 
for four more years of coverage.  Because the client had 
some significant health changes since the current 
policy was issued, they felt that finding newer cheaper 
coverage wasn't an option and therefore had resorted 
to paying the higher premium.

The Solution:

Crescent Wealth Management was able to first procure 
a life settlement* offer on the existing policy in the 
amount of $450,000.  Second, we were able to obtain a 
favorable underwriting offer which allowed us to 
provide a new $1.7m policy that would guarantee 
coverage for the full four year term that the bank 
required. The new policy required total funding of 
$110,000.  That left $290,000 after tax to the company 
after the total plan was implemented.

C R E S C E N T  W E A L T H  M A N A G E M E N T
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Creditor Protection Case Study

The Client:

Tom, age 45, is a successful businessman specializing 
in income producing real estate.  These holdings 
represent a significant portion of his net worth and 
are serving as collateral for a number of bank notes.  
Tom also holds a very large position in cash and it’s 
important that he have access to this cash at any time.

The Concern:

As part of Tom’s estate planning, he would like to 
provide enough liquidity at his death to settle the 
various bank notes.  He would also like to position his 
cash in a way that he keeps it liquid while providing a 
competitive rate of return.  In addition, it is important 
to provide creditor protection on a portion of his cash 
in the event that his bank notes are called due to 
poorly performing real estate.

The Solution:

We were able to find a solution that met all of Tom’s 
requirements by utilizing a unique life insurance prod-
uct that provides for high early cash value, with no 
surrender charges!  Tom chose to pay a lump sum $2m 
premium into a guaranteed universal life insurance 
policy.  This provided him with an initial death benefit 
of $6,867,252.  He also received a better rate of return 
on his cash surrender value than he was getting at the 
bank.   Also, according to Tom’s attorneys, the insur-
ance provided him with significantly more creditor 
protection than he had when the dollars were sitting in 
a savings account.

1 45 $2,000,000 $6,867,252 243.36% $2,075,810 3.79%

5 50  $7,236,814 29.33% $2,402,624 3.73%

CASH
SURRENDER

VALUE 

IRR
ON CASH

   SURRENDER VALUE 
YEAR AGE PREMIUM

OUTLAY
DEATH

BENEFIT

IRR
AT

DEATH

10 55  $7,598,730 14.28% $2,962,034 4.00%

15 60  $8,336,792 9.98% $3,777,526 4.33%

20 65  $9,215,228 7.94% $4,801,782 4.47%

25 70  $10,244,160 6.75% $6,049,964 4.52%

30 75  $11,474,546 5.99% $7,599,036 4.55%

Please see disclosure page for complete disclosure information. Crescent Wealth Management, Inc. does not provide legal or tax advice. 

C R E S C E N T  W E A L T H  M A N A G E M E N T



Loan Rescue / Split Dollar Case Study

The Client:

Frank, age 78 and Teresa, age 77 are owners of a large 
manufacturing company. They currently have two 
trusts with $10 million that are made from three 
polices per trust. These trusts were funded through a 
split dollar arrangement with their company in 1995.  
The purpose of the trusts are to provide enough 
liquidity to pay estate taxes so that no shares of the 
company need to be liquidated by their successors. 

The Concern:

Due to liquidity issues the company stopped paying 
the scheduled ten pay premiums after year three. They 
are still in need of coverage but have accumulated 
loans that are depleting the death benefits. The com-
pany is still having liquidity issues and cannot support 
paying the catch-up premiums. 

Potential Problems: 

  planning purposes

  split dollar loan

   regulations

  new coverage

  above, the anticipated tax due at the lapsing of  
  these policies totaled $2,473,000 per trust!

The Solution:

Teresa were able to obtain favorable underwriting and 
were able to exchange their existing cash value to two 
new $8,900,000 policies that are guaranteed through 
their 90’s.

The Benefit:

Utilizing the substantial debt to cash ratio on transfers, 
Frank and Teresa are able to obtain a new policy that 
maintains a higher guaranteed death benefit for a 
longer period of time with no more out of pocket 
premiums.

Due to it’s design, they were also able to take a distribu-
tion from the policies prior to transfer of $1.5 million 
to pay back the company for the original policy funding.

Please see disclosure page for complete disclosure information. Crescent Wealth Management, Inc. does not provide legal or tax advice.

 



Crescent Wealth Management, Inc. does not provide legal or tax advice.

Please see disclosure page for complete disclosure information. 

Present Values Year 10 Values

DEATH BENEFIT

$20,000,000

LOANS

$6,003,651

NET TO HEIRS

$12,749,414

FORGIVEN LOAN

$12,365,718

DEATH BENEFIT

$0 - Lapsed

ESTATE LIABILITY
TAX ON FORGIVEN LOAN

assuming 40% tax rate

$4,946,287 ($4,946,287)

Present Values Year 10 Values

+

+

DEATH BENEFIT

$17,800,000

LOANS

$3,617,082

NET TO HEIRS

$14,038,234 $1,500,000

CASH WITHDRAWAL
TO COMPANY

DEATH BENEFIT

$6,600,000

LOAN

$5,354,166
($0 forgiven)

TAX ON FORGIVEN LOAN

$0

++++
NET TO HEIRS

$1,245,834 $2,443,342*

CASH WITHDRAWAL
TO COMPANY

C R E S C E N T  W E A L T H  M A N A G E M E N T

Loan Rescue / Split Dollar Case Study    

* Assuming 5% rate of return

C U R R E N T  P L A N

   P R O P O S E D  P L A N



Split Dollar Plans

Reviewing an Existing Split Dollar Plan

 Split dollar plans are often used by the sole or controlling owners of C corporations.  Frequently, the policy
 is owned by an irrevocable life insurance trust.

 Split dollar is sometimes used as an employee benefit for a non-owner key executive.

 Today, split dollar plans use either the economic benefit regime or the loan regime. 

 1. Does split dollar make sense?

   a.  Is the business a C corporation?

   b. Is the insured the sole owner?

 2. Are the documents correct?

   a.  For a collateral assignment plan, does the insured or a trust own the policy?

    Is there a collateral assignment of the policy?

   b.  For an endorsement plan, does the employer own the policy?

    Is there an endorsement for the policy?

 3. Has the executive been reporting the economic benefit cost or loan
  interest as income each year?

 4. Options
  Options if a collateral assignment split dollar plan was entered into before 1/28/2002.

   a. Do nothing

     The economic benefit costs will increase each year.

     The executive can use the insurer’s alternative term rate which is probably

     lower than the IRS Table 2001 rates.

   b. Terminate the plan - the employer gets the policy

     The executive has no taxable income.

   c. Terminate the plan - the executive gets the policy

     The employer can be repaid by a loan or withdrawal from the policy.  Any

     remaining cash value is taxed to the employee as ordinary income. 

 The employer should get an offsetting deduction.

Please see disclosure page for complete disclosure information. Crescent Wealth Management, Inc. does not provide legal or tax advice. 

C R E S C E N T  W E A L T H  M A N A G E M E N T
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Split Dollar Plans

  

 4. Options - continued

   d. Change to the loan regime

     If the executive has no equity in the policy, the executive has no taxable income.   

     Any equity that the executive has accrued prior to converting to the loan regime

     is taxed to the executive as ordinary income.  

 The annual loan interest will increase if additional premiums are paid.



Advanced Design Strategies

Life Settlements

Overview

A Life Settlement is the sale of a life insurance policy for an amount greater than its cash surrender value. The proceeds 
are often used to purchase other financial products, including more cost effective life insurance.

Prospect Profile 

Age:  At least 70, with a life expectancy of 12 years or less

Status:  High net worth seniors with a minimum $250,000 life insurance policy issued at least two years ago.

Concerns:  Client needs a means to tap into unrealized assets from an existing policy or the current policy is no longer  
needed for its original purpose.

Annuity Arbitrage

Overview

This strategy may assist an older client in achieving both income and/or wealth transfer goals by selling assets and 
reinvesting the proceeds in a Single Premium Immediate Annuity (SPIA). The client retains some (or none) of the SPIA 
income and gifts the balance after taxes to an Irrevocable Life Insurance Trust (ILIT) to pay premiums on a life insur-
ance policy for the benefit of the heirs.

Client Profile

Age:  70 to 85 and insurable. The strategy can be effective with clients younger than 70 and older than 85, however, the 
“arbitrage” may be reduced.

Concern:  Needs more after tax income and/or wants to increase family inheritance.

Suitable Assets:  Assets that can be sold with little or no capital gain tax consequences, for example, CDs or bonds or 
existing deferred annuities that can be converted to a single premium immediate annuity (SPIA).

Tax Status:  Works best at highest income and estate tax brackets

Other:  Individual should have other significant sources of liquidity since this strategy consumes liquidity.

What is Premium Financing? 

Premium financing is a strategy intended to assist clients obtain life insurance for which they have an established need. 
Typically, premium financing is a fair market loan arrangement between a commercial lender and an irrevocable life 
insurance trust (ILIT) where the lender loans the premiums for a life insurance policy on the client’s life to the ILIT. In 
that case, the gift to the ILIT is equal to the amount of loan interest charged – not the entire policy premiums. As a 
result, the client is able to acquire the death benefit needed with little or no gift tax impact. 

Please see disclosure page for complete disclosure information. Crescent Wealth Management, Inc. does not provide legal or tax advice. 

C R E S C E N T  W E A L T H  M A N A G E M E N T
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Advanced Design Strategies

  

With regard to the specific loan terms, the policy usually serves as the primary collateral for the loan. During the early 
years of a policy, cash surrender values are generally less than premiums paid. As a result, the client is typically required 
to provide additional collateral. Loan interest can be paid annually or deferred for a period of time. Loan principal, 
including any accrued interest, may be repaid from the life insurance proceeds or from other sources during the client’s 
lifetime. Potentially, a return of premium rider can be used to repay the premium loan without diminishing the death 
benefit needed. In summary, premium financing makes great economic sense when there is a positive arbitrage between 
the policy’s internal rate of return or the trust’s investment return and the loan interest rate.

What is Private Financing? 

Typically, private financing is a fair market loan arrangement between the client and an irrevocable life insurance trust 
(ILIT) where the client loans the premiums for a life insurance policy on the client’s life to the ILIT. In that case, the gift 
to the ILIT is equal to the amount of loan interest charged – not the entire policy premiums.

Loan interest can be paid annually or deferred for a period of time. As a result, the client is able to acquire the death 
benefit needed with little or no gift tax impact. Loan principal, including any accrued interest, may be repaid from the 
life insurance proceeds or from other sources during the client’s lifetime. Potentially, a return of premium rider can be 
used to repay the premium loan without diminishing the death benefit needed. 

In summary, private financing premiums can make great economic sense when there is a positive arbitrage between the 
policy’s internal rate of return or the trust’s investment return and the loan interest rate. 

What Is Private Split Dollar? 

Private split dollar is a premium sharing arrangement between the client and an irrevocable life insurance trust (ILIT). 
Client enters into a non-equity collateral assignment agreement with an ILIT wherein the client agrees to pay the full 
annual premium in exchange for a restrictive collateral assignment in the policy, which entitles the client to be repaid 
the greater of their premiums paid or the total cash value of the policy at some point in the future. As a result, the client 
is able to acquire the death benefit needed with little or no gift tax impact. The collateral assignment may be satisfied 
with life insurance proceeds or from other sources during the client’s lifetime. Potentially, a return of premium rider can 
be used to satisfy the collateral assignment without diminishing the death benefit needed. In summary, private split 
dollar can provide a tax-efficient and cost-effective strategy to pay for life insurance.

Charitable Remainder Trust (CRT) With a Wealth Replacement Trust

A Charitable Remainder Trust (CRT) is an irrevocable trust with significant income tax advantages. It is referred to as 
a split-interest trust because it has both charitable and non-charitable beneficiaries. It also serves dual purposes: (1) to 
provide you with a stream of income, and (2) to have the balance of that asset eventually go to your favorite charity. A 
Wealth Replacement Trust (WRT) is an irrevocable life insurance trust that has significant estate tax and legacy benefits. 
It allows for the purchase of life insurance inside of the trust, thereby keeping the insurance proceeds out of your taxable 
estate. The beneficiaries of this trust, however, are your children so the insurance proceeds can “replace” the assets that 
you donate to charity using the CRT technique. The premiums for the insurance are paid using a portion of the income 
stream that you receive from the CRT leaving you with no out-of-pocket expense. As a result, the assets used to fund the 
CRT can be used to provide you with an income stream and to ultimately benefit charity, all without reducing the legacy 
you leave to your children and heirs.



Please see disclosure page for complete disclosure information. C R E S C E N T  W E A L T H  M A N A G E M E N T
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What Does Intentionally Defective Grantor Trust (IDGT) Mean?

An estate planning tool used to freeze certain assets of an individual for estate tax purposes, but not for income tax 
purposes. The intentionally defective trust is created as a grantor trust with a purposeful flaw that ensures that the 
individual continues to pay income taxes, as income tax laws will not recognize that assets have been transferred away 
from the individual. 

For estate tax purposes, however, the value of the grantor's estate is reduced by the amount of the asset transfer. The 
individual will "sell" assets to the trust in exchange for a promissory note of some length, such as 10 or 15 years. The 
note will pay enough interest to classify the trust as above market, but the underlying assets are expected to appreciate 
at a faster rate. 
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Disclosures

Securities are offered through Mid Atlantic Capital Corporation (MACC) a broker dealer, Member FINRA/SIPC. 
Financial advice offered through Crescent Wealth Capital Management, LLC, a registered investment adviser. Non-
variable Insurance products are offered through Crescent Wealth Management, a member of Partners Financial, a 
division of NFP Insurance Services, Inc., which is a subsidiary of National Financial Partners Corporation. Crescent 
Wealth Management, Crescent Wealth Capital Management, LLC, and National Financial Partners Corporation are not 
subsidiaries or control affiliates of Mid Atlantic Capital Corporation.

Not all persons using this material are registered to offer securities products or investment advisory services.  Neither 
Crescent Wealth Management, Crescent Wealth Capital Management, Mid Atlantic Capital Corporation, or Partners 
Financial offer tax or legal advice.  Clients should consult with their individual tax and legal professionals prior to enter-
ing into such transactions.

Private Financing Sale to an Intentionally Defective Grantor Trust (IDGT)
Loan interest paid by the ILIT is not deductible.  ILIT assets may be insufficient to pay the premiums, loan interest, 
and/or repay the lender.  Additional out-of-pocket contributions to the ILIT may be required to retire the debt and/or 
maintain the desired level of insurance protection.  A well planned exit strategy should be in place from the beginning. 

Private Split Dollar
Split-dollar arrangements are subject to Final Split Dollar Regulations that apply for purposes of federal income, 
employment and gift taxes.  The hypothetical case study results are for illustrative purposes only and should not be 
deemed a representation of the past or future results.  This example does not represent any specific product, nor does it 
reflect sales charges or other expenses that may be required for some investments.  No representation is made as to the 
accurateness of the analysis.  Discusses fixed products only.  A well planned exit strategy should be in place from the 
beginning.  

Annuity Arbitrage
Single Premium Immediate Annuities make fixed payments for a contracted time frame.  Payments, which consist of 
principal and interest, are typically not adjusted for inflation so the buying power of the payments issued may erode 
over time.  Please note the decision to annuitize is irrevocable, and principal cannot be withdrawn at a rate greater than 
the contracted payout rate.  

Premium Financing
Premium Financing is complex and involves many risks, such as the possibility of policy lapse, loss of collateral, interest 
rate and market uncertainty, and failure to re-qualify with the lender to keep the financing in place and maintain the 
desired level of insurance protection.  Subject to the lender’s collateral and financial underwriting requirements.  Loan 
interest paid by the ILIT is not deductible.  ILIT assets may be insufficient to pay the premiums, loan interest, and/or 
repay the lender.  Pledged collateral and, in certain situations, additional out-of-pocket contributions to the ILIT, may 
be required to retire the debt and/or maintain the desired level of insurance protection.  A well planned exit strategy 
should be in place from the beginning.

For illustrative purposes only.  Guarantees subject to the claims paying ability of the issuing insurance company.

C R E S C E N T  W E A L T H  M A N A G E M E N T
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