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ENHANCING WEALTH WITH PRIVATE PLACEMENT
LIFE INSURANCE (PPLI) AND PRIVATE PLACEMENT
ANNUITIES (PPA)

Empowering High-Net-Worth Investors with Advanced, Tax-Efficient Solutions

In an era where high-net-worth individuals (HNW!Is) face unprecedented challenges - uncertain tax regimes,
shifting regulations, and the relentless complexities of legacy planning - Registered Investment Advisors
(RIAs) have a unique opportunity to be at the forefront of innovative wealth management.

Private Placement Life Insurance (PPLI) and Private Placement Annuities (PPA) are powerful, flexible tools
that can deliver tax efficiency, investment diversification, and legacy benefits that traditional solutions
simply cannot match. To deliver true value and future-proof client relationships, RIAs can introduce and
advocate for these advanced strategies.

Rethinking Wealth Management for the Modern Era

The classic portfolio model, a predictable mix of equities and bonds, has served investors well in the past.
Today, however, HNW clients demand more: shelter from tax drag, sophisticated diversification, and
protection for future generations. Yet, most portfolios remain vulnerable to:

e Tax Erosion: Ordinary income, short-term capital gains, and alternative investments can be
inefficiently taxed, diminishing the value of these assets.

e Legacy Risk: Without proper planning, estate taxes and inefficient transfer structures can diminish
generational wealth.

o Missed Opportunities: Alternatives - hedge funds, private credit, private equity, bespoke
investments, etc. - are often underutilized due to concerns over complexity, liquidity, and tax
implications.

RIAs who embrace insurance-wrapped solutions can address all these concerns, deliver to clients, and
establish an edge that sets them apart.

Understanding PPLI and PPA: The Cornerstones of Tax-
Efficient Wealth Structuring

What is Private Placement Life Insurance (PPLI)?
PPLI is a highly customizable, institutionally priced variable universal life insurance policy, tailored for
accredited investors and qualified purchasers. Its benefits include:

e Unmatched tax deferral and, in many cases, tax-free cash value growth

o Afully income tax-free death benefit for heirs

e Access to institutional-class investments - hedge funds, private debt, private equity, and more -
within the policy and enhanced diversification

e Flexible, low-cost structure unavailable in retail insurance products
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What is Private Placement Annuity (PPA)?

PPA is a tax-advantaged deferred annuity product. It allows investors to:

e Capture tax-deferred growth across a wide range of alternative strategies
e Access institutional pricing and greater investment choice
o Implement flexible income and estate planning payout structures

Though lacking a death benefit, PPAs offer exceptional value for clients seeking to maximize after-tax
returns and streamline wealth transfer.

Why RIAs Are the Key to Unlocking PPLI and PPA Advantages

The sophisticated nature of PPLI and PPA means most investors may never encounter these solutions
without RIA guidance. RIAs are uniquely positioned to:

e Evaluate the overall asset allocation

e Utilize these structures within the overall asset allocation to enhance outcomes

Identify tax-inefficient assets ideal for PPLI/PPA placement

Develop customized asset allocation strategies that boost after-tax performance

Integrate insurance-wrapped products seamlessly with broader estate, trust, and philanthropic

planning

e Coordinate with a team of CPAs, attorneys, and insurance carriers for optimal structuring and
compliance

e Provide ongoing monitoring, policy management, and investment oversight

By championing these strategies, RIAs reinforce their role as trusted advisors and strategic architects of
generational wealth.

Turning Complexity into Client Advantage

The transformative impact of PPLI and PPA lies in their sophistication. These strategies demand specialized
expertise and it’s one reason why many RIAs shy away. However, firms that embrace and integrate them
effectively can unlock significant financial benefits and achieve true strategic differentiation.

e Limited Awareness: PPLI and PPA have been used primarily by institutions and sophisticated family
offices. Advances in technology and products now enable greater access to accredited and qualified
investors who rely on their advisors for insight.

e Technical Expertise Required: Navigating tax codes, compliance, policy design, and investment
selection demands deep collaboration and skill - an RIA’s domain.

e Holistic Integration: Maximizing benefits requires careful alignment with the client’s overall plan,
from asset allocation to estate strategies.

In a landscape where clients expect more, RIAs who master PPLI and PPA can gain a competitive edge.
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Case Study:
Evaluating Portfolio Structures for Long-Term Wealth

A high-net-worth investor with $10 million in starting capital and a 20-year investment horizon is seeking to
maximize after-tax wealth, while maintaining an appropriate balance between growth potential and risk
management.

With uncertain tax burdens and growing allocations to alternative investments, the investor is evaluating
four distinct portfolio strategies:

e Traditional 60/40 Portfolio (Taxable): A conventional mix of equities and bonds, fully held in taxable
accounts and subject to ongoing income and capital gains taxation.

e Traditional 60/40 with PPLI Sleeve: The same allocation, but with 20% of assets placed within a
Private Placement Life Insurance (PPLI) policy, replacing annual tax drag with a policy cost of 0.5%
and allowing for tax-deferred compounding.

e Alternatives-Enhanced Portfolio (48/32/20): A diversified allocation of 48% equities, 32% bonds,
and 20% alternatives, all held in taxable accounts.

e Alternatives-Enhanced Portfolio with PPLI Sleeve: The same 48/32/20 allocation, but with the 20%
alternatives sleeve held inside PPLI, combining broader diversification with the tax efficiency of an
insurance wrapper.

Assumptions
To ensure consistency and comparability across strategies, the following assumptions are applied:

e Asset Class Gross Returns:
o Equities and Alternatives: 8.0% annually
o Bonds: 5.0% annually
e Tax Rates:
o Ordinary Income: 40.8% (37% Federal Income Tax + 3.8% ACA Tax)
o Capital Gains: 23.8% (20% Long-Term Capital Gains Tax + 3.8% ACA Tax)
e Tax Treatment:
o Bonds: Estimated to be taxed solely as ordinary income (40.8%).
o Equities: Estimated to be taxed solely as Capital Gains (23.8%).
o Alternatives: Estimated to be taxed 50% as capital gains (23.8%) and 50% as ordinary income
(40.8%).
e PPLI Costs: 0.5% annual policy charge applied to assets within the wrapper.
e Compounding Horizon: 20 years, with no interim withdrawals.
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Gross return is solid, but significant tax drag, on both the bond (ordinary income) and equity (capital
gains) portions, erode compounding. After 20 years, ending wealth is constrained relative to other

options.
e Traditional 60/40 with PPLI Sleeve:

By placing 20% of assets in PPLI, annual tax drag is reduced with a lower 0.5% policy cost. This
reduces leakage, modestly improving net returns and ending wealth compared to the fully taxable

60/40.
e Alternatives-Enhanced 48/32/20 (Taxable):

Incorporating alternatives raises gross returns due to higher assumed performance (8%) than bonds.
However, alternatives can be tax-inefficient — as a portion of their performance may be taxed as
ordinary income, with the remainder as capital gains (assumed to be 50/50% in the analysis). This
increased drag can offset much of the gross return advantage, keeping net results only marginally

above the traditional 60/40.
e Alternatives-Enhanced 48/32/20 with PPLI Sleeve:

This structure delivers the best outcome. The high-return, tax-inefficient alternatives are sheltered
inside the PPLI wrapper, where policy costs (0.5%) are far lower than the combined 23.8% - 40.8%
effective tax burden they would otherwise incur. Net returns improve substantially, and

compounding over 20 years results in the highest ending wealth of all scenarios.
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Key Insights

e Tax efficiency rivals asset allocation in importance.
The difference between taxable and PPLI-enhanced portfolios demonstrates that mitigating tax drag
can be as powerful as shifting risk exposures.

e Alternatives magnify the effect of structure.
While alternatives can enhance returns and diversification, their tax inefficiency can neutralize
benefits unless held in a wrapper like PPLI.

e Minor differences compound into millions.
Even a 0.5%—1.0% annual improvement in net return translates into millions in additional wealth
over a 20-year horizon.

e PPLI is most impactful when applied selectively.
It is not necessary to place an entire portfolio into PPLI. Strategically allocating the most tax-
inefficient assets into the wrapper creates the best balance of cost and benefit.

Conclusion: The RIA Opportunity

PPLI and PPA are not just insurance products, they are sophisticated wealth structuring tools that enable
RIAs to deliver holistic, enhanced solutions for HNW clients. By mastering and promoting these vehicles,
RIAs can:

e Enhance after-tax growth and legacy value
e Provide superior diversification, access, and flexibility
e Position themselves as indispensable partners in complex wealth management

In a world where the stakes, and the expectations, are higher than ever, RIAs who incorporate PPLI and PPA
into the broader asset allocation strategy may be the ones who shape the financial futures of the world’s
most discerning investors.

For in-depth guidance on implementing these strategies and discovering the most effective insurance-fund
solutions, RIAs are encouraged to reach out to info@uintapartners.com.

Disclosure:

The information presented herein is for illustrative purposes only and does not represent actual investment
performance. Any projected returns, tax savings, or financial outcomes are hypothetical in nature, based on certain
assumptions, and are not guarantees of future results. Actual investment performance will vary, and the value of
investments may increase or decrease over time. Past performance is not a guarantee of future performance.

This material is not intended to provide, and should not be relied upon for, tax, legal, or accounting advice. Tax
treatment of investment strategies may change due to future legislation or regulatory updates. Clients should consult
with their own tax advisor, legal counsel, or other qualified professionals regarding their individual circumstances.

All strategies and illustrations must be reviewed in accordance with your firm’s compliance requirements before being
presented to clients.
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