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Life insurance is a crucial component of estate planning, often filling the
gaps lelt by even well-executed inheritance tax strategies. But quality in-
surance is costly; here are same smart-money strategies.

BY RUSS ALAN PRINCE AND HANNAH SHAW GHOVE

Very few people are opposed to life insurance—in concept. The abilsty to use life insur-
ance to address a wide variety of estate-planning situalions, from estate equalization
to funding a buy/sell agreement, is not in question. What proves problematic for many
wealthy individuals is the expense, The key is obtaining the proper high-quality life in-
surance policies in the most cost-effective manner. Consequently, the ability to finance

a life insurance policy can provide a powerful way to pay for life insurance.

PAYMENT PLAN

"There are a number of ways the afftuent can finance their life insurance,” explains
Frank Seneco, President of Seneco & Assaciates, Inc., an advanced planning firm
in New Haven, Conn., "They can go to outside financers or they can self-finance.
What makes all these strategies so attractive is that they can dramatically reduce the
amount of money they have to pay—sometimes down to zero. Sometimes you can even
make money an these transactions.” However, while there are a number of bright line
methodologies for financing life insurance, there are also many approaches that are
only going.lo cause problems. "The success of financing life insurance premiums is
to properly structure a legitimate strategy for each atfluent client,” says Seneco, "One

size fits all is the absolute wrong approach.”

LEVERAGED ASSETS
It’s possible to teverage assets to finance a life insurance policy. “For people with reve-
nue streams such as royalties and participations, we would first monetize the stream,”
notes Richard Flynn, a principal of Rothstein Kass in New York City and head of their
tamily office group, “Then we would place the monies in a derivative structure that en-
sures transparency and liquidity, such as a hedge fund warrant. By borrowing against
this investment often at LIBOR + 20 basis points, we're able to use the loan to buy the
needed life insurance and still make the client a profit. Once the life insurance is paid
oft, which is usually in about five Lo seven years, we unwind everything and the client
again receives the revenue stream as before.”

When life insurance is called for, consider ways to finance it as opposed o
paying the premiums outright. Sometimes, this cannot be done. But a thorough
review of all the strategies available can make an annoying, but necessary, pay-

ment less of a burden.

Authors Russ Alan Prince, a leading autherily on the private wealth market, and Hannah Shaw Grove,
a lé-year veteran of financial services, are experts on private wealth and related investment solutions,

They can be reached al www.russalangrince.com and www hsgrove.com
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THE FINEST HAND-MADE AND BESPOKE CUFFLINKS

today, seven generations later, still owned
and managed by the Deakin famity.

benlleman

If you're all dressed up with somewhere to go,
Deakin & Francis has the perfect way to add
real sophistication and glamour te your tuxedo,
dinner jacket or white tie and tails.

Our classic dress sets have been attending balls,
dinners, Grand Operas and society weddings for
over 200 years. And whatever century flicks
your switch, whether it's the understatement
of Deco, the elegance of Victariana or the
minimalism of the Naughties, Deakin & Francis
cufflinks are always up for a party.
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