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BUSINESS PLANNING

—xecutive Double
BONUS Plan

An executive bonus plan (EBP) can be customized to meet an executive’s survivor benefit, estate liquidity, and retirement needs. With an

EBP, Employers use tax-deductible compensation bonuses to assist executives in meeting their own personal financial goals. The Employer
pays the premiums on an employee-owned life insurance policy and treats the premium amount as a compensation bonus to the Executive.
This bonus is tax-deductible, subject to reasonable compensation limits under IRC Section 162 (m).

Client Assumptions

Gender:

Age(s):

Income Tax Rate:
Underwriting:

Policy Assumptions
Male Death Benefit:
55 Premium:
35.00% Premium Years:
Preferred Nonsmoker 1035 Exchange:

Guaranteed Age:
Death Benefit to Age:
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$0
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How it Works

Option 1

Executive Bonus $52,567 Income Tax $18,398 Premium $52,567 Executive Outlay $18,398

Option 2

Executive Double Bonus

$80,872 Income Tax $28,305 Premium $52,567 Executive Outlay $0

Option 1 - Traditional Bonus

The employer bonuses the entire premium amount to the executive, who uses the bonus to pay the premium due. The bonus is income
taxable to the executive. With the traditional bonus, the executive’s out-of-pocket cost is equal to the income taxes due on the annual
bonus.

Option 2 - Grossed-up Bonus

The employer bonuses the employee enough to cover both the premium due and the income taxes that would result from the bonus. The
bonus is subject to income taxes, but the executive received enough to cover both the premium and the taxes due. With the grossed-up
bonus, the executive has no out-of-pocket cost.

The hypothetical case study results are for illustrative purposes only and should not be deemed a representation of 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.

Guarantees are subject to the claims paying ability of the issuing insurance company.
Neither NFP Insurance Services, Inc. nor its affiliates provide tax or legal advice. Advice from a client’s tax and legal advisors is recommended.

This material was created by NFP Corp., its subsidiaries or affiliates for distribution by their registered representatives, investment advisor representatives and/or agents.
This material was created to provide accurate and reliable information on the subjects covered but should not be regarded as a complete analysis of these subjects. It is not
intended to provide specific legal, tax or other professional advice. The services of an appropriate professional should be sought regarding your individual situation. Neither
NFP nor its subsidiaries or affiliates offer tax or legal advice.

Securities and Investment Advisory Services may be offered through NFP Advisor Services, LLC, (NFPAS) member FINRA/SIPC. PartnersFinancial is a platform of NFP
Insurance Services, Inc. (NFPISI), which is an affiliate of NFPAS. NFPAS is affiliated with NFP.
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