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2008 Corporate Environment 

U.S. companies are refocusing on the future 

 In late 2008, the financial crisis created a liquidity crunch at 
many companies 
 Banks increased lending standards and the spread between their 

cost of funds and loan rates 

 Companies were not be able to do the everyday, short-term 
borrowing they had become accustomed to 

 Significantly stressed payrolls and inventory purchases 
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2012 Corporate Environment 

U.S. companies currently holding more cash than ever 

 Firms built up cash reserves in reaction to liquidity crunch 
 Now nonfinancial companies have more than $1.84 trillion in 

cash and other liquid assets  
 Up 26% from 2009  
 Largest-ever increase in going back to 1952 
 Cash comprises 7% of all company assets, including factories and 

financial investments, the highest level since 1963 
 29 companies have more cash than U.S. Treasury as of July 
 Short term rates are still near historic lows 

 HR and finance executives are once again proactively 
looking at things instead of reacting 
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Insurance Opportunities for Benefit Funding 

Public Company case study 1: existing client 

 Provided administration and informal funding (COLI) for 
Client’s deferred compensation plan  

 Opportunity 
 Client had implemented a SERP in 2001 providing additional 

retirement benefits for 100 key employees equal to 1% of their final 
average compensation for each year in the plan 

 Unfunded liability of $54,000,000 and growing 

 Nearly $1 billion of cash on their balance sheet “earning next to 
nothing” 
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Insurance Opportunities for Benefit Funding 

Public Company case study 1: Continued 

 Action/Outcome 
 Finance agreed that it made sense to informally fund this liability 

based on their overall cash position 

 Significant number of COLI contracts analyzed and multiple runs at 
different funding levels 

 Client decided to contribute $54 million to a rabbi trust and move the 
money into COLI over a five year period 

 Long term investment strategy of 60% equities / 40% fixed income 
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Insurance Opportunities for Benefit Funding 

Public Company case study 2: take over deferral plan 

 Prior consultant had done a poor job of managing the plan 
 Opportunity 

 Plan liabilities continue to grow at a greater rate than plan assets 

 Plan has a funding shortfall of $1.4 million  

 Participants continue to contribute at a greater rate than company  

 There is a significant asset / liability mismatch in the plan 

 Participant investments have earned $100,000 more in 2012 due to 
investment mismatch 

 Action / Outcome 
 New COLI policies will be written to allow additional contributions 
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Executive benefits outlook 
 

 Corporations are coming out of the recession stronger 
and better capitalized 

 Executive benefits and COLI supported by Congress and 
codified 

 Creates great opportunities for NQDCP, COLI and 
supplemental disability plans  
 Earnings strength leads to: 

─ Salary increases 
─ Bonus increases 
─ Executive benefit additions 

 

Current Environment, Events, Legislation 
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Non-Disclosure Statements 

Confidentiality 
This material contains confidential information and intellectual property of NFP Executive Benefits, Benefit Plan Services, Executive Services Securities (ESS), and Management 
Compensation Group Southeast Incorporated (MCG), and of the insurance carriers represented (if any).  By accepting this material, you agree to respect our proprietary interest in 
it and restrict its use to authorized employees of the company in receipt of this material and its affiliates and subsidiaries for whom the company in receipt of this material is 
responsible.  Further, your acceptance of this material constitutes your agreement not to disclose, cause to be disclosed, reproduce or distribute this material to other persons or 
third parties including, but not limited to, the external Legal Counsel, Independent Certified Public Accountant, and/or Actuarial Consultant of the company without the express 
written consent and to return this material upon request.   
 

Tax, Legal and Actuarial 
The tax and legal references attached herein, or to be produced for you, will be designed to provide accurate and authoritative information with regard to the subject 
matter covered and will be provided with the understanding that we are not engaged in rendering tax, legal or actuarial services.  If tax, legal or actuarial advice is 
required, you should consult your accountant, attorney or actuary.  We do not replace those advisors.  
 

Registered Representative and Registered Investment Adviser 
This material may include the presentation of variable life insurance products, mutual funds or other investment products.  Any such products purchased pursuant to 
this presentation will be placed by a registered representative of Executive Services Securities (ESS), a registered Broker/Dealer.  Management Compensation Group 
Southeast Incorporated and Executive Services Securities (ESS) are Registered Investment Advisers.  The law requires that investment advisers entering into an advisory 
contract deliver a written disclosure statement (brochure) on their background and business practices.  You may request a brochure at any time.  The following 
materials are intended to be informational only and not of an investment advisory nature. Management Compensation Group Southeast Incorporated and Executive 
Services Securities (ESS) do not provide asset allocation services.  You should look to your own advisers for such services.  
 

Information 
The information provided herein is for the internal use of the recipient only and does not form a part of any contract arrangement or agreement that exists between 
NFP Executive Benefits and the recipient or any client or prospect.  The financial data, which may be contained in these pages is purely hypothetical and is not an 
illustration of any actual insurance policies or investment alternatives contained within any actual life insurance contracts.  This material is intended solely for 
discussion purposes in connection with the conceptual design and funding of benefit plans and is not representative of any actual insurance product, investment 
results, or performance.  Actual investment returns and the performance of various variable insurance products will vary and are not guaranteed.  This information is 
not intended to constitute any offer to sell or solicitation of an offer to purchase a security; no recommendation to purchase, no past or future performance figures and 
no specific security is identified.  
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Public Company Opportunities 
Executive Disability Benefit – Market Potential 

The vast majority of employers have Group Long Term Disability benefits with 
some shortfalls for executives.  For example, the plan benefits: 

1. Cover only base salary 

Base Salary and 
Variable Compensation 

73% 

27% 

Base Salary Only 

2. Cover less than $300,000 
of compensation 

Cover $300,000 
or More 

Cover Less 
Than $200,000 

Cover $200,000 
to $299,999 

28% 39% 

33% 

3. Are taxable to claimants 

Fully Taxable 

Tax Free 

Partially Taxable 
68% 

22% 

10% 

The above are results of a recent survey conducted by MassMutual and The American College. 
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Public Company Opportunities 
Executive Disability Benefit – Market Potential 

The above metrics are taken from a recent survey conducted by MassMutual and The American College and Aon’s 2010 Benefits Study 

The market for Executive Disability is underpenetrated. 

Among larger Fortune 1,000 companies, penetration is slightly higher but still quite low overall. 

Offer Executive Disability 

Do not offer 
Executive Disability 

15% 

85% 

Offer Executive Disability 

Do not offer Executive 
Disability 

22% 

78% 

In a survey of 3,000 employers of varying sizes, only 15% offer Executive Disability to their higher paid employees. 
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Public Company Opportunities 
Executive Disability Benefit – Unlocking the Potential 

Survey result: 94% of corporate benefits managers know about executive disability 
benefits with individual disability policies 
 
 
 
Question: If there is a need and a known solution, why is the market so 
underpenetrated? 
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Public Company Opportunities 
Executive Disability Benefit – Unlocking the Potential 

Major objections to implementing an executive disability benefit: 

 Inertia 
 Support of Senior Executive 

 Senior most human resource executive 

 Executives can get this coverage on their own 
 Guaranteed issue coverage 

 Discounts of 20% - 35% 

 Concerns with enrollment and administration 
 Carriers not built for top shelf service 

 NFPEB – Nation’s leader in enrollment and administration 

 Client roster and references 
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Public Company Opportunities 
Case Study – Data Management Company 

 Portable individual policies provide 
coverage on bonus 

 Individual coverage is voluntary and 
thus boosts after-tax benefit 

 650 employees obtain individual 
policies 

For those earning $100,000 or more 
Voluntary 

 
Group 

 
Base Salary Only 

 
$15,000 per month 

 
Employer Paid  

(Taxable) 

Individual  
Base Salary and Bonus  

 
$6,000 per month 

 
Employee Paid (Tax Free) 

 No coverage on bonus 
 Group LTD benefits are taxable 
 Low plan maximum relative to 

executives’ compensation 

 
Group 

 
Base Salary Only 

 
$15,000 per month 

 
Employer Paid  

(Taxable) 

 
Group 

 
Base Salary Only 

 
$15,000 per month 

 
Employer Paid  

(Taxable) 

 Increases benefit by 67% 
 Covers bonus compensation 

and provides portability 

Individual 

Base Salary and Bonus 

$10,000 per month 

Employer Paid  
(Taxable) 

For Executive Class 
Employer-Paid 

Goal: Provide more protection to employees 
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Public Company Opportunities 
Case Study – Large Financial Services Company 

 High maximum benefit 
 Rates for all reflect premium for 

shock claims 

 
Group 

 
Base Salary and Bonus 

 
$35,000 per month 

 All employees get reduced Group 
LTD rate 

 Highly compensated employees get 
enhanced benefit – 3,000 policies 

 Volatile risk moved out of Group 
LTD 

 
Group 

 
Base Salary and Bonus 

 
$20,000 per month 

Individual 
 

Base Salary and Bonus  
 

$15,000 per month 

Goal:  Save money and provide a better benefit 
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