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Important Notes

This presentation illustrates how accepted wealth preservation strategies can maximize the passage of
property to designated beneficiaries and how life insurance can be used to preserve an estate. The
options selected do not constitute a recommendation of any particular technique. Although actual
current client data can be used to demonstrate the application of wealth preservation strategies, the
program is designed to illustrate general concepts and does not purport to show precisely how those
concepts would work for a specific client. For example, certain items such as anticipated inheritances,
tuition expenses, and life insurance premium payments are not reflected in the analysis for determining
the value of property that may ultimately be exposed to federal estate taxes and other administrative
eXpenses.

Each scenario shown illustrates your current situation or an alternative strategy and its possible effects
on the financial situation you provided. Inclusion of one or more of these strategies does not constitute
arecommendation of that strategy over any other strategy.

Calculations contained in this analysis are estimates only based on the information you provided, such
asthe value of your assets today, and the rate at which the assets appreciate. The actual values, rates of
growth, and tax rates may be significantly different from those illustrated. These assumptions are only a
“best guess.” No guarantee can be made regarding values, as al rates are the hypothetical rates you
provided. These computations are not a guarantee of future performance of any asset, including
insurance or other financial products.

No lega or accounting advice is being rendered either by this report or through any other oral or
written communications. Nothing contained in this report is intended to be used on any tax form or to
support any tax deduction. Unless indicated, the tax aspect of the federal Generation-Skipping Transfer
Tax (GSTT) isnot reflected. The GSTT issimilar to an additional level of estate tax on certain transfers
to grandchildren, or individuals two or more generations removed from the transferor. State laws vary
regarding the distribution of property, and individual circumstances are unique and subject to change.

Y ou should discuss all strategies, transfers, and assumptions with your legal and tax advisors.

To implement a strategy, it may be necessary to restructure the ownership of property, or change
designated beneficiaries before specific will or trust provisions, prepared by the client’s counsel,
become effective. The transfer of alife insurance policy may not result in its removal from the estate of
the prior owner for three years.

Strategies may be proposed to support the purchase of various products such as insurance and other
financia products. When this occurs, additional information about the specific product (including a
prospectus, if required, or an insurer provided policy illustration) will be provided for your review.

IMPORTANT: The projections or other information generated by this investment analysis tool (Estate
Planning Concepts) regarding the likelihood of various investment outcomes are hypothetical in nature,
do not reflect actual investment results and are not guarantees of future results.

This presentation is not a financial plan.
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Important Notes (Continued)

Tax Act of 2012

The American Taxpayer Relief Act of 2012 became law January 2, 2013. It applies to deaths and gifts
made in 2013 and later.

The calculations contained in this material generally reflect the law established under the American
Taxpayer Relief Act of 2012 (Tax Act of 2012). Among other changes, the Tax Act of 2012 establishes
maximum exclusion amounts of $5,000,000 per person, adjusted for inflation after 2011, for transfer
tax purposes, establishes a maximum transfer rate of 40%, and provides for portability of the estate tax
exclusion between spouses.

This presentation is not a financial plan.
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You've worked a lifetime to accumulate your
estate.

All assets in which you have an interest, plus all assets owned by you at your death, are included in
your estate for estate tax purposes (assetsin an irrevocable life insurance trust, including life insurance
proceeds in which you had no incidents of ownership, will generally not be included in your taxable

estate). Estate taxes and other transfer costs generally must be paid before the balance of your estateis
distributed to your heirs.

This presentation is not a financial plan.
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At your death, the federal government and
some states impose an estate tax on all
property passing from your estate to your
heirs.

Estate of:

SCHEDULE D on D dant’s Life

Estate of:

SCHEDULE E—lointlv Owned Pronertv

Estate of:

SCHEDULE C—Mortgages. Notes. and Cash

Estate of:

CAUENINE D Cénnlic and Dande

Estate of:

SCHEDULE A—Real Estate

United States Estate (and Generation-Skipping
Transfer) Tax Return

FERRsident of the United States (s

OMB No. 1545-0015

nd street including apartment or suite no. or rural
office; state; and ZIP code)

Form 706 isthe IRS Estate Tax Return form that lists a person's assets that are subject to estate taxes.
The return is due within nine months of death and the tax payment that accompanies it must be made in
cash. The payment made with this form can exceed half of your estate.

The same government office that estimates that the average Form 1040 (the Income Tax Return Form)
can be completed in minutes also estimates that the average completion time for Form 706 is over 33
hours.* The form has 21 schedules for describing assets in detail.

! Source: Office of Management and Budget, Paperwork Reduction Project (1545-0015), Washington, DC 20503.

This presentation is not a financial plan.

Presented by: John Q. Advisor June 3, 2016
Impact Technologies Group, Inc. 4 of 28



Federal estate taxes can be the largest
transfer costs.

Other transfer costs due at death could include:

Debts

Your estate or your heirs are responsible for loans and other obligations you incurred during your
lifetime.

+ State Death Taxes

e Several states and the District of Columbia still have inheritance or estate taxes
In these states, an additional 2% to 18% of your estate may be lost to these taxes

* Funeral and Final Expenses

Funerals can be costly. In addition, there may be medical expenses due to illness prior to death, and
other costs the estate will have to pay.

* Probate & Administrative Fees

Estate administrative and probate costs, plus costs to equalize inheritances among heirs when assets
are not easily separated.

* Income Taxes
Income taxes on inherited IRAs and 401(k) Plans - your heirs pay taxes on distributions they receive

This presentation is not a financial plan.

Presented by: John Q. Advisor June 3, 2016
Impact Technologies Group, Inc. 5 of 28



Not every estate pays Federal Estate Taxes...

But if you do, the more you own, the more you owe!

Net Estate Passed to Heirs

12 3 45 6 7 8 91011 121314151617 18 19 20
Gross Estate in Millions

B Estate Taxes Net to Heirs

e There are no federal estate taxes on the Applicable Exclusion Amount ($5,450,000 in 2016 indexed
for cost of living)

» Everything over Applicable Exclusion Amount is subject to taxation at 40%!

Will your heirs get all of what you worked a lifetime to create?

This presentation is not a financial plan.
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There are steps you can take now to transfer
more of your estate to your heirs.

Step 1: Identify the estate transfer costs.
Step 2: Use available tax breaks to reduce transfer costs.

Step 3: Determine the least expensive method of paying the
remaining costs.

Using wealth preservation strategies before death can reduce estate transfer costs. Estate taxes can
seldom be completely eliminated, but they can often be greatly reduced.

Thefirst step isto identify the problem-the estate transfer costs. Until you identify these costs, you
can't do anything about them.

The second step is to use available tax breaks to reduce these transfer costs. Every individual can use
one applicable credit that can minimize federal estate taxes, but taking proper action is necessary to
ensure efficient use of this credit.

Y our life insurance may be arranged so that it is not taxed in your estate, increasing its effectiveness.
The use of lifetime gifts can pass assets to your family that might otherwise be taxed in your estate.
Every available tax break should be examined to see how well it meets your overall goals. After
identifying the problem and reducing the transfer costs as much as possible, while maintaining your
lifestyle requirements, the final step is to determine the least expensive method of paying these
remaining costs.

This presentation is not a financial plan.
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All to Surviving Spouse

Assumes Tim and Tina Die in 2026

Current Net Estate $13,000,000
Future Growth? 2,846,927
Existing Life Insurance 500,000
Total $16,346,927
Estate of
Surviving Spouse
$16,346,927

After Tax Estate UEPEE and2

$13,990,770 S UENEE

' ' $2,356,157

14.4%

Distribution to Heirs
After Tax Estate $13,990,770

Distribution to Family: 85.6%

: These calculations are based on projected estate values 10 years from today growing at 2.000% per year.
The American Taxpayer Relief Act of 2012 became law on January 2, 2013. These calculations assume an estate tax return is

timely filed at the first spouse’s death that includes an election to allow the deceased spousal unused exclusion amount
(DSUEA) to be used by the surviving spouse.

This presentation is not a financial plan.
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By-Pass Trust and Other Transfers

Assumes Tim and Tina Die in 2026

Taxes and Expenses Current Net Estate $13,000,000
At First Death Future Growth* 2,846,927
$663,320 (4.1%) Existing Life Insurance 500,000
Total $16,346,927
By-Pass Trust and Estate of
Other Transfers Surviving Spouse
$6,770,000 $8,913,607
After Tax Estate Taxes and2
$7,507,604 Expenses
o $1,406,003
8.6%

Distribution to Heirs

After Tax Estate $7,507,604
By-Pass Trust and Other Transfers 6,770,000
Total $14,277,604

Distribution to Family: 87.3%

! These calculations are based on projected estate values 10 years from today growing at 2.000% per year. Actual results may
vary. Assumes properly structured trusts.

The American Taxpayer Relief Act of 2012 became law on January 2, 2013.
This presentation is not a financial plan.
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By-Pass Trust and Life Insurance Trust

Assumes Tim and Tina Die in 2026

Taxes and Expenses Current Net Estate $13,000,000
At First Death Future Growth* 2,846,927
$663,320 (4.1%) Existing Life Insurance 500,000
Total $16,346,927
By-Pass Trust and Estate of _ ,
Other Transfers Surviving Spouse Life Insurance Trust
$6,770,000 $8,413,607 $500,000
After Tax Estate Taxes and3
$7,250,698 Expenses
' ’ $1,162,909
7.1%

Distribution to Heirs

After Tax Estate $7,250,698
By-Pass Trust and Other Transfers 6,770,000
Life Insurance Trust 500,000
Total $14,520,698

Distribution to Family: 88.8%

' These calculations are based on projected estate values 10 years from today growing at 2.000% per year. Actual results may
vary. Assumes properly structured trusts.

Gift tax implications of transferring an existing life insurance policy to an ILIT must be considered.
The American Taxpayer Relief Act of 2012 became law on January 2, 2013.

This presentation is not a financial plan.
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Why Use a Trust?

1. Allows greater flexibility
2. May provide more investment options

3. Saves the expense of guardians

» Trustee acts on behalf of minor beneficiaries
* May save expenses of guardianship

4. Provides desired restrictions and limitations

» Rulesfor use of trust funds
» May keep life insurance out of probate estate

5. May reduce or eliminate estate taxes

* May remove some assets (including life insurance proceeds) from the taxable estate
» May reduce or eliminate estate taxes at spouse's death

Note: There are several types of trusts, including the revocable living trust and the irrevocable life insurance trust. Different
trusts meet different needs. Consult with your legal/tax advisor to determine whether a particular type of trust would be
beneficial for you.

This presentation is not a financial plan.
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How would you pay the bills now?

Estate Taxes and Expenses

Invoice:

Total Net Estate in 2026 $16,346,927
Estate Tax $1,238,885

Additional Expenses $587,344
Total Due In Cash $1,826,229

How will your family pay them at your death?

Y our estate doesn't actually receive a bill for estate taxes and expenses, but if it did, it might look like
the bill above. Like other bills, estate taxes and expenses must be paid on atimely basis. Y our family
can enjoy only what is left after this bill is paid.

This presentation is not a financial plan.
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How would you pay the bills now?

\
Use Cash
» It'sunlikely that there will be enough cash to pay taxes and other expenses.
e Cash issubject to estate taxes.
» Using cash may leave your family with little or no liquidity.
_/
- )
Liquidate Assets
» A quick sale or liquidation often yields far less than market value.
» It may be difficult to find a buyer in time.
* Your family may not want to sell special assets.
* Assets are subject to possible estate, capital gains and income taxes.
_/
\
Borrow the Money
* The borrowed money must be repaid with interest.
» It may bedifficult to find alender in time.
* It may be difficult to negotiate favorable rates and items.
J
\
Pay in Installments (IRC Section 6166)
* Your estate may not qualify.
» Deferral isavailable only for the estate tax on business and farm assets.
* Therewill bean IRSlien on the assets.
» ThelRS may require abond to guarantee payment.
J
There is another choice!
This presentation is not a financial plan.
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| Have Enough Liquidity

Do you assume that your liquid assets will be used to pay
taxes?

Lack of sufficient liquidity can be a pressing concern. If there is not enough liquidity in the estate,
assets are often sold at sacrifice prices to raise cash within nine months. Many individual s therefore
focus on ensuring adequate liquidity to pay expenses, debts, and taxes. This may only be a partial
solution. This strategy may prevent the forced sale of fixed assets, but it doesn't allow the heirsto
receive the liquid assetsin the estate. A successful wealth preservation strategy must not only consider
liquidity needs, but also consider transferring all the assets in the estate, including the liquid assets, to

the heirs.

This presentation is not a financial plan.
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The Insurance Solution

» It creates liquidity at the precise time it is needed.
* It can help pay estate transfer costs.

* It can permit your family to inherit more of what you've worked a lifetime to
accumulate.

Life insurance proceeds can provide the liquidity needed to pay al of your estate transfer costs. These
funds can be available to pay administrative costs and estate taxes (which are due within nine months of
death) without forcing the executor to sell estate assets to raise the necessary cash. Premium payments
are made during your lifetime so that the death proceeds will be available to pay some or all of the
estate's transfer costs on atimely basis.

Life insurance can provide benefits at a reduced cost!

The cost of each dollar of life insurance death benefit is often significantly less than adollar. This cost
varies based on the age, sex, and health of the insured.

This presentation is not a financial plan.
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Your Dollars

I You save and )
= accumulate dollars
- during your lifetime.

J
Your Estate A
At death, your
estate pays taxes
and expenses.
J

Estate
taxes and
expenses

Your family gets
the remainder of
your estate.

Use your dollarsto pay transfer costs.
Needed cash comes from the dollars
you've worked alifetime to
accumulate.

With Life Insurance

" During your lifetime )
& you make gifts to
- the Trust.

J
Your Estate A Life Insurance

At death, cash Life Insurance
received from pays death
death proceeds is proceeds
used to pay estate
costs.

J

Estate
taxes and
expenses

Your family gets
the remainder of
your estate and the
life insurance
proceeds.

Insurance should be arranged so that it will not be
included in your estate. The life insurance provides the
needed dollars which can be used to help replace dollars
lost to transfer costs. The proceeds could be used to
purchase assets from the estate or loan money to the
estate—qgiving the estate cash for transfer costs and
getting estate assets to heirs.

Life insurance provides dollars to help replace the wealth lost.

This presentation is not a financial plan.
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Life Insurance Trust Conserves Your Estate

Assumes Timand Tina Diein 2026

Taxes and Expenses Current Net Estate $13,000,000
At First Death Future Growth* 2,846,927
$663,320 (4.1%) Existing Life Insurance 500,000
Total $16,346,927
By-Pass Trust and Estate of Life Insurance Trust®
Other Transfers Surviving Spouse Existing $500,000
$6,770,000 $8,413,607 New $1,826,229
Total $2,326,229

v

After Tax Estate JvEE and3

$7,250,698 Expenses

T $1,162,909
7.1%

Distribution to Heirs

After Tax Estate $7,250,698
By-Pass Trust and Other Transfers 6,770,000
Life Insurance Trust 2,326,229
Total $16,346,927

Distribution to Family: 100.0%

Premiums may vary based on many factors, including the age, sex, and health of the insured. This presentation is not valid
unless accompanied by an illustration of proposed policy values.

! These calculations are based on projected estate values 10 years from today growing at 2.000% per year. Actual results may
vary. Assumes properly structured trusts.
Gift and estate tax implications of transferring an existing life insurance policy to an ILIT must be considered. Death within 3
years will result in inclusion of proceeds in the estate.
The American Taxpayer Relief Act of 2012 became law on January 2, 2013.

This presentation is not a financial plan.
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How an Insurance Trust Works

During your lifetime
you make gifts to
- the trust.

Life Insurance )

Premiums are
received from the
trust. Death proceeds
are paid to the trust.

Irrevocable Life )
Insurance Trust

Trust uses death
proceeds to buy assets
from or make loans to
your estate. Assets
and remaining cash
goes to your family. )

Your Estate

At death, your estate
sells assets to or
borrows money from
the trust. Cash
received is used to
pay estate taxes
and expenses.

Estate
taxes and
expenses

‘pmm Your family is the
beneficiary of
your estate and
the trust.

Your estate is taxed before your family receives your assets. An irrevocable trust, properly
established and funded with life insurance, is not taxed at your death. The trust can make loans to or
buy assets from your estate for cash. The estate uses the cash to pay estate taxes and expenses. Y our
heirs, as trust beneficiaries, inherit the trust assets.

This presentation is not a financial plan.
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Review Your Strategy*

& _ N
ml‘ Check the ownership of assets
Do i « Examinejoint ownership of assets
| j » Check community property and local laws that affect assets

AN

Examine existing contracts

Buy-sell agreements

Trusts

Life insurance policies and annuities
Review beneficiary designations

AN

Understand employer provided benefits

Medical coverage
Disability insurance
Group benefits
Retirement plans
Severance benefits

AN

Read your will

Identify assets controlled by your will
Determine who gets what

Isyour will consistent with your desires?
Review designations of beneficiaries

AN

Create a strategy

» Restructure ownership of assets

» Create new trustsif needed

» Change life insurance owners and beneficiaries
* Reviseyour will

* You should consult an attorney on all legal aspects of any strategy.

This presentation is not a financial plan.

Presented by: John Q. Advisor June 3, 2016
Impact Technologies Group, Inc. 19 of 28



How Property Passes at Death

..(.._ @ a ¢ Deed A

Property owned jointly with survivorship rights passes to the surviving joint

owner.
ﬁeﬂ' alrhy ‘:;':’A; y o
9 77 5
Gc‘-ﬁ’arza{o@, B
e : J
\
Contract
A lifeinsurance policy is an example of a contract that pays death benefits
to anamed beneficiary.
J
_ )
Will
All remaining property is distributed according to the terms of the will.
J
\
Law
If you have no will, the remaining property is distributed according to state
law.
J

This presentation is not a financial plan.
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The Next Steps

1. Gather needed information
* Your goas and objectives
» Assets: type, value, ownership, projected growth, etc.
» All deeds, wills, existing contracts or trust agreements

2. Analyze situation
» Aretheyour goals being met?
» Look at potential changes and how they affect goals

3. Get recommendations from advisors
» Potential methods of reducing the taxable estate
» Most effective arrangement of insurance
* How to pay the remaining taxes
* Maintain your objectives and lifestyle requirements

4. Put your strategy into effect
* Restructure ownership of assets*
» Create new trustsif needed"
» Change life insurance owners and beneficiaries
* Reviseyour will*
» Change beneficiary designations

! Should be done by your attorney.

This presentation is not a financial plan.
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In Summary

* Proper wealth preservation strategies can help reduce the estate transfer
costs due at your death.

* The use of wealth preservation strategies can help increase your family's
inheritance.

» By taking the proper steps, you can help protect what you've worked a
lifetime to accumulate.

This presentation is not a financial plan.
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Supporting Details

This presentation is not a financial plan.
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Estate Calculation Details

Assumes Timand Tina Diein 2026

Assumptions

Current Estate Vaue $13,000,000 Federal Inflation Rates for Applicable
Growth Rate of All Assets 2.000 Exclusion Amount is 2.00%
Y earsto Project 10
Transfer Costs 4%
Total Existing Life Insurance $500,000
Total New Life Insurance $1,826,229
Tax State Connecticut
Calculate Wealth Replacement
Flow Chart Calculations
By-Pass &
By-Pass & Life Insurance
Life Trust with
All To By-Pass Insurance New Life
Spouse Trust Trust Insurance
Current Estate $13,000,000  $13,000,000  $13,000,000 $13,000,000
plus Future Growth (2.000% for 10 2,846,927 2,846,927 2,846,927 2,846,927
years)
plus Existing Insurance Inside Estate 500,000 500,000 0 0
Future Gross Estate $16,346,927  $16,346,927  $15,846,927 $15,846,927
minus Probate and Admin (4%) 0 270,800 270,800 270,800
minus By-Pass Trust 0 6,770,000 6,770,000 6,770,000
Total Deductions $0 $7,040,800 $7,040,800 $7,040,800
Tentative Tax Base $0 $6,770,000 $6,770,000 $6,770,000
Federal Tax Before Credits 0 2,496,792 2,496,792 2,496,792
minus Applicable Credit 2,653,800 2,653,800 2,653,800 2,653,800
Connecticut Estate/l nheritance Tax 0 392,520 392,520 392,520
Total Net Taxes 0 392,520 392,520 392,520
Total Net Taxes, Probate, and Admin $0 $663,320 $663,320 $663,320
Distribution to Spouse $16,346,927 $8,913,607 $8,413,607 $8,413,607
minus Probate and Admin (4%) 633,877 336,544 316,544 316,544
Tentative Tax Base $15,713,050 $8,577,063 $8,097,063 $8,097,063
Federal Tax Before Credits 5,662,314 3,145,536 2,974,265 2,974,265
minus Applicable Credit 5,361,800 2,653,800 2,653,800 2,653,800
Connecticut Estate/l nheritance Tax 1,421,766 577,723 525,900 525,900
Total Net Taxes 1,722,280 1,069,459 846,365 846,365
Total Net Taxes, Probate, and Admin $2,356,157 $1,406,003 $1,162,909 $1,162,909
Estate Transferred to Heirs $13,990,770 $7,507,604 $7,250,698 $7,250,698
plus By-Pass Trust 0 6,770,000 6,770,000 6,770,000
plus Insurance Outside Estate 0 0 500,000 2,326,229
Total Distribution to Heirs $13,990,770  $14,277,604  $14,520,698 $16,346,927

Premiums may vary based on many factors, including the age, sex, and health of the insured. This presentation is not valid
unless accompanied by an illustration of proposed policy values.

This presentation is not a financial plan.
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How Families Pay Estate Taxes

Cash on Hand )
Advantages Concerns
* It'seasy touse. * Who has that amount of cash?
* It'salwaysavailable. » Cash issubject to estate tax.
* Nointerest costs. » May be better uses for cash.
* Your creditors may want it.
_/
Savings
Advantages Concerns
* It'seasy to use. * Not enough time to save it.
* It'sawaysavailable. * Income tax may impede growth.
* Nointerest costs. » Cash issubject to estate tax.
* May be better uses for cash.
* Your creditors may want it.
J
Liquidating Assets
Advantages Concerns
* No need to save during life. » Can'tfind abuyer.
* Nointerest costs. » Can't get full value.
» Buyer doesn't have all the money.
e Saletakestoo long.
» Assets are subject to estate tax.
* Family may want to keep the asset.
* Thereisacost to sell assets.
_/
This presentation is not a financial plan.
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How Families Pay Estate Taxes (Continued)

Borrowing A
Advantages Concerns
* Noimmediate outlay. * Can'tfind alender.
» Uses other people's money. * Interest charges can be high.
* Single sum transfer. » Can you pay back the principal?
» Loan payments impede lifestyle.
* Lienonassets.
J
IRC Section 6166: Borrowing from the Government
Advantages Concerns
» Noimmediate outlay. » Estate may not meet requirements.
» Uses government's money. * Not available for non-business assets.
* Interest only for 4 years. * Missapayment and loan is due.
» Principal and interest for 10 * IRSlien on business or farm.
years. » Can you pay back the principal ?
* Installments can outlast the business.
J

Life Insurance

Advantages

» Benefits are paid income tax
free. (See IRC 101(a).)

* Tax-deferred cash
accumulations.

* Flexible outlay options.

Concerns

Requires annual premiums.

Must take a medical exam to qualify.

If benefits are estate tax free, you can't own
it.

This presentation is not a financial plan.
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Needs Over Time

All to Surviving Spouse

$18,000,000
15,000,000
12,000,000
9,000,000
6,000,000
3,000,000
0_.........
2016 2021
Years
. Transfer Costs |:| Gross Estate

This graph shows the effect of federal estate taxes and expenses on your estimated estate if you and
your spouse die in the year shown. Calculations assume the same techniques used in the "All to
Surviving Spouse” flow chart.

The Tax Act of 2012 allows an individual who diesin 2013 or later to pass $5,000,000 to their heirs
free of federal estate tax. Thisexclusion is adjusted for inflation after 2011. Unused exclusion amounts
may be passed to the surviving spouse (portability) provided an election is made on atimely filed estate
tax return of the deceased spouse.

This presentation is not a financial plan.
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Needs Over Time

Using a Life Insurance Trust to Conserve Your Estate

$18,000,000
15,000,000
12,000,000
9,000,000
6,000,000
3,000,000
. N O O O N A
2016 2021
Years
. Transfer Costs |:| Gross Estate

This graph shows the effect of thislaw on your estimated estate if you and your spouse diein the year
shown. Calculations assume the same techniques used in the "Life Insurance Trust Conserves'Y our
Estate" flow chart.

The Tax Act of 2012 allows an individual who diesin 2013 or later to pass $5,000,000 to their heirs
free of federal estate tax. Thisexclusion is adjusted for inflation after 2011. Unused exclusion amounts
may be passed to the surviving spouse (portability) provided an election is made on atimely filed estate
tax return of the deceased spouse.
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