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CE and/or CPE credit

─ Today’s program will run approximately 90 minutes and will be worth one credit hour

─ Be sure to look for and answer all NASBA required polling questions during the 

presentation to ensure your eligibility for credit

─ You will not be graded on right or wrong answers, but make sure to submit a response if  

you wish to receive credit

Q&A

─ Please type your questions into the Q&A feature in your Zoom toolbar – do not use the 

chat function

─ For any additional questions including technical items, please message “WealthPoint 

Team” in the chat or reach out to kristin@wealthpoint.net 

Survey

─ If  you are interested in receiving CE and/or CPE credit for attending this webinar, please 

look for and complete the survey that will be sent to you

─ Certificates will be emailed to you within 30 days of  the webinar

mailto:Kristin@wealthpoint.net
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Learning Objectives

─ Understand how Phantom Stock and Stock Appreciation Rights (SAR) plans work

─ Define differences between the various synthetic equity plans

• Full Value Unit (FVU)

• Stock Appreciation Rights (SAR)

─ Provide an overview of  the plan document and individual award agreement

─ Define the tax impact to the company and plan participant

─ Identify funding strategies to ensure the company has the cash necessary to pay out the 

benefit
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Phantom Equity Overview
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Phantom stock plans are compensation arrangements that provide employees with benefits 

similar to owning real equity in the business without actual ownership

Most phantom plans are based on the equity value of  the company

─ Designed to incentivize growth in the business

Types of  phantom plans

─ Stock Appreciation Rights (SAR)

• Value of  the phantom equity is based on the growth of  the value of  the business

─ Full Value Unit (FVU)

• Value of  the plan is based on the entire value of  the company

When designed properly, the phantom plan pays for itself

─ The incentivized growth of  the company warrants the payout of  the increased business 

value to employees
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Phantom stock plans benefit both companies and employees

─ Company benefits

• Alignment amongst corporate goals and employee behavior

◦ Compensation drives behavior

◦ Equity-like compensation

• Long-term retention of  key people

• Improved motivation from key people – they can see what’s in it for them

• Tax deduction for benefits that are paid out to employees

─ Employee benefits

• Increased compensation based on the value growth of  the business

• Defined compensation plan for the efforts allocated to the company

• Provides an incentive to stay with the company over the long-term
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Most phantom plans are based on an award of  phantom stock with a performance period and 

subsequent payout period

─ Award/grant: the amount of  equity being awarded for a given year to an employee

• Example: 1% of  the company or 100 phantom shares

─ Performance period: the time period being evaluated to determine the value of  the award

• Example: 2025 company value of  $100M v. 2030 company value of  $150M

─ Payout period: the terms of  the payment for the award

• Most payout periods match the length of  the performance period

• Example: three-years, five-years, etc. 

The company makes a phantom equity grant, determines the growth of  the value of  the award 

over the performance period and then buys back the award from the employee

─ This allows for new award to be made for the next time period

Most companies do not allocate the total phantom award at one time

─ Allocated over a three or five-year period

• Example: 2% equity awards over a five-year period results in a 10% phantom equity 

pool

Every phantom plan is unique and customizable based on the objectives of  the company
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ABC awards SAR units to a plan participant

─ No tax is owed when an award is granted

─ Company value is known at the time of  the award

ABC board will determine the allocation and amount of  awards each year

─ Awards can happen each and every year depending on how much phantom equity the 

ABC board would like to allocate to participants

SAR Units

Participant

ABC Company
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ABC (ideally) grows over the performance period

─ Ending company value minus beginning company value determines the size of  the 

payout for each participant
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At the end of  the performance period (five years), ABC will purchase the SAR units from each 

participant

─ Value will be paid out over a five-year period

Cash 

(payable over 

five years)

SAR Unit

Participant

ABC Company
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Review Phantom Stock/SARs plan as the solution to achieve the desired long-term incentive, 

retention and compensation plan for key people 

─ Evaluate option as it relates to ABC’s long-term sustainability and overall executive 

structure 

• Analyze feasibility, timeframe and cash-flow requirements  

─ Discuss benefits with individual team members as well as the company’s overall 

performance 

Design compensation structure to incentivize key people to achieve long-term company 

objectives

─ Define plan structure, funding vehicles and implementation process 

─ Reward 10% - 15% of  the future growth of  the business value to key leaders

• Maintain flexibility to adjust allocation/awards amongst participants (as necessary 

and appropriate)

─ Balance funding of  the SAR plan with future cash flow needs for the business

Evaluate proposed FVU plan for Sam

─ Discuss structure of  the plan and define the future benefit

Stress test assumptions for the plan design

─ Review growth and valuation assumptions 

Execute on plan
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The plan is intended to promote the success of  ABC by granting key employees the right to 

receive cash payments based on the future appreciation in the Company’s earnings

─ ABC’s board, CEO/President may grant annual awards to select key employees

Each award will entitle the participant to receive a future payment based on his/her percentage 

interest in that year’s company Value Appreciation Pool, with each total pool being 2% of  the 

increase in the company’s EOY Plan Company Value from the beginning to the end of  a five-

year performance period

─ Results in the ABC shareholders creating a generous pool of  10% of  the future growth 

of  the company

• Held back 5% in reserve to be awarded in the future (if  desired)

The pool is designed to measure the increase in ABC's earnings over the performance period in 

accordance with the following formula: X (A minus B) = Total Amount Allocated to the 

Pool
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In the formula on the previous page:

─ X equals 2% (or another percentage determined by the President or CEO before the 

beginning of  a plan year) (A) equals the EOY Plan Company Value as of  the last day of  

the performance period; and (B) equals the EOY Plan Company Value as of  the first day 

of  the performance period. 

─ “Performance period” means the five-year period following the grant of  an award

“Weighted Average Adjusted EBITDA” means the company’s Adjusted EBITDA determined as 

follows:

─ Weighted Average Adjusted EBITDA is equal to three times the Adjusted EBITDA for 

the current year, plus two times the weighted Adjusted EBITDA for the prior year, 

divided by five

─ Adjust prior year calculation for EBITDA/value to “smooth” out prior financial 

performance 
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A participant will be fully vested in an award on the first to occur of  the following:

─ The participant dying while employed by ABC

─ The participant becoming disabled (as defined in the plan) while employed by ABC

─ A change of  control at ABC under certain circumstances or the plan being terminated

• EOY plan value will reflect the sale price of  ABC in the event of  a change of  control

• Employee must remain with the company 24 months after the sale event to receive the 

higher benefit

◦ If  employee chooses to leave during this time period, they only receive the plan value

◦ If  they are terminated by the acquirer, they will receive the sale price

─ A participant who separates from service (as defined in the plan) or otherwise discontinues 

participation in the plan will be vested in an award consistent with the schedule below. In general, 

a participant separates from service on termination.

Vesting Schedule

60%

80%

100%

Three years but less than four years

Four years but less than five years

Five or more years

Two years but less than three years

0%

20%

40%

Elapsed Time from Grant Date
Vested

Percentage

Less than one year

One year but less than two years
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SARs

─ Due to smaller initial participant group, ABC will only allocate 1% SAR units in the first 

award period

Award allocation will increase to 2% in years two and beyond

FVUs

─ In order to adequately incent Sam (key employee), ABC will allocate him FVUs

─ Objective: allocate enough FVUs over a 15-year period to compensate Sam with $25M 

pre-tax based on a 5% forecasted growth rate

• Payable over 15 years during retirement

─ Sam will also receive an annual bonus so he is compensated as if  he was an equity 

shareholder

• Payment equal to his synthetic equity ownership multiplied by the total amount of  

excess distributions 

◦ Distributions in excess of  tax distributions due to S Corp status
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Financial Projections & 

Valuation
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Baseline design assumes “baseline” scenario growth rate at 10% level throughout the projection

─ Beginning EBITDA is adjusted to “smooth” out financial performance for the start of  the 

plan 

A. B. C. D. E. F. (E*Input) G. (F*-Input) H. (F+G)

Plan 

Year 

Period 

Beginning

Period 

Ending

Adjusted 

EBITDA 

Growth 

Assumption 

Adjusted EBITDA
Adjusted EBITDA 

Weighted Average 
Times Multiple of X

Discount of Lack of 

Control/Marketability 

EOY Plan Company 

Value 

Annual Change in 

Plan Company Value 

0 1/1/2023 12/31/2023 Actual 41,594,290$                  45,753,718$                  228,768,592$                (91,507,437)$                        137,261,155$                

1 1/1/2024 12/31/2024 Projected 63,951,366$                  55,008,535$                  275,042,676$                (110,017,071)$                      165,025,606$                27,764,450$                  

2 1/1/2025 12/31/2025 10% 70,346,502$                  67,788,448$                  338,942,239$                (135,576,895)$                      203,365,343$                38,339,737$                  

3 1/1/2026 12/31/2026 10% 77,381,153$                  74,567,292$                  372,836,462$                (149,134,585)$                      223,701,877$                20,336,534$                  

4 1/1/2027 12/31/2027 10% 85,119,268$                  82,024,022$                  410,120,109$                (164,048,043)$                      246,072,065$                22,370,188$                  

5 1/1/2028 12/31/2028 10% 93,631,195$                  90,226,424$                  451,132,120$                (180,452,848)$                      270,679,272$                24,607,207$                  

6 1/1/2029 12/31/2029 10% 102,994,314$                99,249,066$                  496,245,331$                (198,498,133)$                      297,747,199$                27,067,927$                  

7 1/1/2030 12/31/2030 10% 113,293,745$                109,173,973$                545,869,865$                (218,347,946)$                      327,521,919$                29,774,720$                  

8 1/1/2031 12/31/2031 10% 124,623,120$                120,091,370$                600,456,851$                (240,182,740)$                      360,274,111$                32,752,192$                  

9 1/1/2032 12/31/2032 10% 137,085,432$                132,100,507$                660,502,536$                (264,201,014)$                      396,301,522$                36,027,411$                  

10 1/1/2033 12/31/2033 10% 150,793,975$                145,310,558$                726,552,790$                (290,621,116)$                      435,931,674$                39,630,152$                  

15 1/1/2038 12/31/2038 10% 242,855,205$                234,024,107$                1,170,120,534$             (468,048,213)$                      702,072,320$                63,824,756$                  

20 1/1/2043 12/31/2043 10% 391,120,736$                376,898,164$                1,884,490,821$             (753,796,328)$                      1,130,694,492$             102,790,408$                

5.00 is applied to the EBITDA weighted average

-40.00%

10.00% growth rate throughout projection *Assumes a 

Valuation discount of: 

Notes: 

is applied lack of marketability and control

Company Valuation Projection - Baseline

*A valuation multiple of:
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Baseline design assumes “baseline” scenario growth rate at 10% level throughout the projection

─ Beginning EBITDA is adjusted to “smooth” out financial performance for the start of  the 

plan 
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Key Assumptions/Observations

Business value assumed to increase at 10% per year for purposes of  the SAR awards

Year Vested 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037

Date 12/31/2028 12/31/2029 12/31/2030 12/31/2031 12/31/2032 12/31/2033 12/31/2034 12/31/2035 12/31/2036 12/31/2037

Company Value 270,679,272$  297,747,199$        327,521,919$        360,274,111$        396,301,522$        435,931,674$        479,524,841$        527,477,325$        580,225,058$        638,247,564$        

Growth Over 5-Year Period 145,896,403$  132,721,593$        124,156,576$        136,572,233$        150,229,457$        165,252,402$        181,777,642$        199,955,407$        219,950,947$        241,946,042$        

SAR Equity Percentage 1.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%

Annual Awards 1,458,964$     2,654,432$           2,483,132$           2,731,445$           3,004,589$           3,305,048$           3,635,553$           3,999,108$           4,399,019$           4,838,921$           

Annual Payment (5 years post-award) ($336,984) ($613,107) ($573,541) ($630,895) ($693,984) ($763,383) ($839,721) ($923,693) ($1,016,063) ($1,117,669)

Award Cash Flow Schedule

2028 Award $336,984 $336,984 $336,984 $336,984 $336,984

2029 Award $613,107 $613,107 $613,107 $613,107 $613,107

2030 Award $573,541 $573,541 $573,541 $573,541 $573,541

2031 Award $630,895 $630,895 $630,895 $630,895 $630,895

2032 Award $693,984 $693,984 $693,984 $693,984 $693,984

2033 Award $763,383 $763,383 $763,383 $763,383 $763,383

2034 Award $839,721 $839,721 $839,721 $839,721

2035 Award $923,693 $923,693 $923,693

2036 Award $1,016,063 $1,016,063

2037 Award $1,117,669

2038 Award

Total Annual Payout $336,984 $950,091 $1,523,632 $2,154,526 $2,848,511 $3,274,910 $3,501,524 $3,851,676 $4,236,844 $4,660,528
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Key Assumptions/Observations

Business value assumed to increase at 10% per year for purposes of  the SAR awards
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Awards are split based on an employee’s compensation relative to the size of  the pool for each 

given year

─ Benchmarking against compensation allows for fair allocation amongst participants

SAR Benefit 1% 2% 2% 2% 2% 2%

Number of Participants 3 13 15 17 19 19

Name Compensation 2024 2025 2026 2027 2028 2029

Employee #1 380,000$                           50.00% 11.28% 9.95% 9.09% 8.40% 8.40%

Employee #2 375,000$                           30.00% 11.13% 9.82% 8.97% 8.29% 8.29%

Employee #3 475,000$                           20.00% 14.10% 12.44% 11.37% 10.50% 10.50%

Employee #4 271,000$                           8.04% 7.10% 6.49% 5.99% 5.99%

Employee #5 233,294$                           6.93% 6.11% 5.58% 5.16% 5.16%

Employee #6 206,000$                           6.11% 5.39% 4.93% 4.55% 4.55%

Employee #7 225,000$                           6.68% 5.89% 5.38% 4.97% 4.97%

Employee #8 208,500$                           6.19% 5.46% 4.99% 4.61% 4.61%

Employee #9 190,000$                           5.64% 4.98% 4.55% 4.20% 4.20%

Employee #10 190,000$                           5.64% 4.98% 4.55% 4.20% 4.20%

Employee #11 145,000$                           4.30% 3.80% 3.47% 3.21% 3.21%

Employee #12 245,000$                           7.27% 6.42% 5.86% 5.42% 5.42%

Employee #13 225,000$                           6.68% 5.89% 5.38% 4.97% 4.97%

Future Executive #1 230,000$                           6.02% 5.50% 5.08% 5.08%

Future Executive #2 220,000$                           5.76% 5.26% 4.86% 4.86%

Future Executive #3 185,000$                           4.43% 4.09% 4.09%

Future Executive #4 175,000$                           4.19% 3.87% 3.87%

Future Executive #5 175,000$                           3.87% 3.87%

Future Executive #6 170,000$                           3.76% 3.76%

Total 100% 100% 100% 100% 100% 100%
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Target initiative is 30% - 50% of  a key executive’s compensation

─ Average compensation for the next 15 years ≈$545,000

─ Average SAR benefit over same time period ≈$180,000 

• Average benefit of  30% - 35% of  base pay

─ SAR benefit increases as a percentage over time

• Intent is to reward key employee for performance and longevity with ABC

─ If  company exceeds projections, then a larger benefit will be paid

Shan Miller 2029 Payment 2030 Payment 2031 Payment 2032 Payment 2033 Payment 2034 Payment 2035 Payment

2028 Vested Award $168,492 $168,492 $168,492 $168,492 $168,492

2029 Vested Award $69,158 $69,158 $69,158 $69,158 $69,158

2030 Vested Award $57,072 $57,072 $57,072 $57,072 $57,072

2031 Vested Award $57,371 $57,371 $57,371 $57,371

2032 Vested Award $58,295 $58,295 $58,295

2033 Vested Award $64,124 $64,124

2034 Vested Award $70,537

Total $168,492 $237,650 $294,722 $352,093 $410,388 $306,020 $307,399

Total Compensation $484,987 $509,236 $534,698 $561,433 $589,505 $618,980 $649,929

SAR Benefit as a % of Compensation 34.7% 46.7% 55.1% 62.7% 69.6% 49.4% 47.3%
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Target initiative is 30% - 50% of  a key executive’s compensation

─ Average compensation for the next 15 years ≈$680,000

─ Average SAR benefit over same time period ≈$216,000 

• Average benefit of  30% - 35% of  base pay

─ SAR benefit increases as a percentage over time

• Intent is to reward key employee for performance and longevity with ABC

─ If  company exceeds projections, then a larger benefit will be paid

Mike Hardy 2029 Payment 2030 Payment 2031 Payment 2032 Payment 2033 Payment 2034 Payment 2035 Payment

2028 Award $67,397 $67,397 $67,397 $67,397 $67,397

2029 Award $86,448 $86,448 $86,448 $86,448 $86,448

2030 Award $71,340 $71,340 $71,340 $71,340 $71,340

2031 Award $71,713 $71,713 $71,713 $71,713

2032 Award $72,869 $72,869 $72,869

2033 Award $80,155 $80,155

2034 Award $88,171

Total $67,397 $153,845 $225,185 $296,898 $369,767 $382,525 $384,248

Total Compensation $606,234 $636,545 $668,373 $701,791 $736,881 $773,725 $812,411

SAR Benefit as a % of Compensation 11% 24% 34% 42% 50% 49% 47%
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Sam will be allocated FVU’s to achieve the target goal of  creating a $25M benefit 15 years from 

now

─ ABC will purchase his FVU’s during his first 15 years in retirement

─ Each award is based on the present value of  1/15th of  the desired benefit to be paid to 

Sam in 15 years

Sam will also receive a “bonus” based on the after-tax distributions made from the company to 

its shareholders

─ Allows him to be compensated as if  he were a true equity shareholder
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In the event of  a change of  control, the ending value will be increased to the purchase price

─ Assumed to be significant increase relative to plan value

• Plan value: 3X EBITDA 

• Change of  control assumed value: 7X+ EBITDA

SAR participants receive the higher value as long as they remain with the acquiring company

─ Subject to certain provisions in the plan 

Plan Value 

(3x EBITDA)

Deal Value 

(7x EBITDA)
ABC Company
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Insurance Funding Design & 

Accounting Details
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Annual Employer Net

Annual Cash Realized Life SAR Plan Life Tax SAR

Calendar Plan Annual Distribution Account Surrender Death Death Insurance Benefit Insurance Deduction Plan

Year Year Premium Net of Tax Value Value Benefit Benefit* Premium Payment Proceeds 40% Outlay

2025 1 $6,000,000 $0 $5,664,328 $4,826,418 $108,064,328 $0 ($6,000,000) $0 $0 $0 ($6,000,000)

2026 2 $6,000,000 $0 $11,300,734 $10,555,922 $113,700,734 $0 ($6,000,000) $0 $0 $0 ($6,000,000)

2027 3 $6,000,000 $0 $17,075,347 $16,423,630 $119,475,347 $0 ($6,000,000) $0 $0 $0 ($6,000,000)

2028 4 $6,000,000 $0 $23,165,646 $22,607,192 $125,565,646 $0 ($6,000,000) $0 $0 $0 ($6,000,000)

2029 5 $6,000,000 $336,983 $29,234,349 $28,768,847 $131,634,349 $0 ($6,000,000) ($336,984) $336,983 $134,794 ($5,528,223)

2030 6 $6,000,000 $950,093 $34,938,484 $34,566,243 $137,338,484 $0 ($6,000,000) ($950,091) $950,093 $380,036 ($4,669,871)

2031 7 $6,000,000 $1,523,632 $40,308,998 $40,029,872 $142,708,998 $0 ($6,000,000) ($1,523,632) $1,523,632 $609,453 ($3,866,915)

2032 8 $6,000,000 $2,154,526 $45,272,851 $45,086,822 $147,672,851 $0 ($6,000,000) ($2,154,526) $2,154,526 $861,811 ($2,983,663)

2033 9 $6,000,000 $2,848,512 $49,818,476 $49,725,564 $152,218,476 $0 ($6,000,000) ($2,848,511) $2,848,512 $1,139,404 ($2,012,084)

2034 10 $6,000,000 $3,274,909 $54,210,377 $54,210,377 $156,610,377 $0 ($6,000,000) ($3,274,910) $3,274,909 $1,309,964 ($1,415,127)

2035 11 $0 $3,501,524 $53,559,494 $53,559,494 $81,341,311 $0 $0 ($3,501,524) $3,501,524 $1,400,610 $4,902,134

2036 12 $0 $3,851,676 $52,499,877 $52,499,877 $78,461,025 $0 $0 ($3,851,676) $3,851,676 $1,540,671 $5,392,347

2037 13 $0 $4,236,844 $50,970,330 $50,970,330 $75,597,192 $0 $0 ($4,236,844) $4,236,844 $1,694,738 $5,931,582

2038 14 $0 $4,660,528 $48,902,145 $48,902,145 $72,575,107 $0 $0 ($4,660,528) $4,660,528 $1,864,211 $6,524,739

2039 15 $0 $5,126,581 $46,219,735 $46,219,735 $68,809,885 $0 $0 ($5,126,581) $5,126,581 $2,050,632 $7,177,213

2040 16 $0 $5,639,240 $42,843,275 $42,843,275 $62,445,741 $0 $0 ($5,639,239) $5,639,240 $2,255,696 $7,894,936

2041 17 $0 $6,203,162 $38,676,675 $38,676,675 $55,373,704 $0 $0 ($6,203,163) $6,203,162 $2,481,265 $8,684,427

2042 18 $0 $6,823,480 $33,617,978 $33,617,978 $47,992,755 $0 $0 ($6,823,480) $6,823,480 $2,729,392 $9,552,872

2043 19 $0 $7,505,827 $27,550,253 $27,550,253 $39,835,205 $0 $0 ($7,505,828) $7,505,827 $3,002,331 $10,508,158

2044 20 $0 $8,256,411 $20,344,165 $20,344,165 $30,807,155 $0 $0 ($8,256,410) $8,256,411 $3,302,564 $11,558,975

2045 21 $0 $6,904,032 $14,158,379 $14,158,379 $23,274,208 $0 $0 ($6,904,031) $6,904,032 $2,761,612 $9,665,644

2046 22 $0 $5,416,415 $9,193,506 $9,193,506 $17,247,102 $0 $0 ($5,416,414) $5,416,415 $2,166,566 $7,582,981

2047 23 $0 $3,780,036 $5,676,161 $5,676,161 $13,027,540 $0 $0 ($3,780,035) $3,780,036 $1,512,014 $5,292,050

2048 24 $0 $1,980,019 $3,860,719 $3,860,719 $10,530,148 $0 $0 ($1,980,018) $1,980,019 $792,007 $2,772,026

2049 25 $0 $0 $4,034,491 $4,034,491 $9,977,132 $0 $0 $0 $0 $0 $0

2054 30 $0 $0 $5,083,878 $5,083,878 $8,387,930 $0 $0 $0 $0 $0 $0

2059 35 $0 $0 $6,431,143 $6,431,143 $9,032,875 $0 $0 $0 $0 $0 $0

2063 39 $0 $0 $7,647,407 $7,647,407 $10,230,965 $5,270,390 $0 $0 $5,270,390 $0 $5,270,390

2064 40 $0 $0 $3,776,576 $3,776,576 $5,147,030 $524,389 $0 $0 $524,389 $0 $524,389

2065 41 $0 $0 $3,522,340 $3,522,340 $4,791,602 $0 $0 $0 $0 $0 $0

2066 42 $0 $0 $3,659,638 $3,659,638 $4,960,359 $0 $0 $0 $0 $0 $0

2067 43 $0 $0 $3,795,209 $3,795,209 $5,127,858 $4,442,138 $0 $0 $4,442,138 $0 $4,442,138

2068 44 $0 $0 $564,257 $564,257 $715,480 $0 $0 $0 $0 $0 $0

2069 45 $0 $0 $590,658 $590,658 $745,970 $0 $0 $0 $0 $0 $0

2070 46 $0 $0 $617,612 $617,612 $777,101 $0 $0 $0 $0 $0 $0

2071 47 $0 $0 $645,032 $645,032 $808,786 $808,786 $0 $0 $808,786 $0 $808,786

$60,000,000 $84,974,430 ($60,000,000) ($84,974,426) $130,009,903 $33,989,770 $70,009,903Total:

Employer Plan Cash FlowInsurance Policy Illustrations
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Annual Employer Net

Annual Cash Realized Life FVU Plan Life Tax FVU

Calendar Plan Annual Distribution Account Surrender Death Death Insurance Benefit Insurance Deduction Plan

Year Year Premium Net of Tax Value Value Benefit Benefit* Premium Payment Proceeds 40% Outlay

2025 1 $2,500,000 $0 $2,363,378 $2,021,311 $42,613,378 $0 ($2,500,000) $0 $0 $0 ($2,500,000)

2026 2 $2,500,000 $0 $4,718,744 $4,414,649 $44,968,744 $0 ($2,500,000) $0 $0 $0 ($2,500,000)

2027 3 $2,500,000 $0 $7,134,118 $6,868,059 $47,384,118 $0 ($2,500,000) $0 $0 $0 ($2,500,000)

2028 4 $2,500,000 $0 $9,681,880 $9,453,898 $49,931,880 $0 ($2,500,000) $0 $0 $0 ($2,500,000)

2029 5 $2,500,000 $0 $12,369,490 $12,179,439 $52,619,490 $0 ($2,500,000) $0 $0 $0 ($2,500,000)

2030 6 $2,500,000 $0 $15,204,817 $15,052,841 $55,454,817 $0 ($2,500,000) $0 $0 $0 ($2,500,000)

2031 7 $2,500,000 $0 $18,196,649 $18,082,710 $58,446,649 $0 ($2,500,000) $0 $0 $0 ($2,500,000)

2032 8 $2,500,000 $0 $21,354,475 $21,278,508 $61,604,475 $0 ($2,500,000) $0 $0 $0 ($2,500,000)

2033 9 $2,500,000 $0 $24,687,635 $24,649,704 $64,937,635 $0 ($2,500,000) $0 $0 $0 ($2,500,000)

2034 10 $2,500,000 $0 $28,205,558 $28,205,558 $68,455,558 $0 ($2,500,000) $0 $0 $0 ($2,500,000)

2035 11 $2,500,000 $0 $32,253,984 $32,253,984 $72,503,984 $0 ($2,500,000) $0 $0 $0 ($2,500,000)

2036 12 $2,500,000 $0 $36,526,332 $36,526,332 $76,776,332 $0 ($2,500,000) $0 $0 $0 ($2,500,000)

2037 13 $2,500,000 $0 $41,034,206 $41,034,206 $81,284,206 $0 ($2,500,000) $0 $0 $0 ($2,500,000)

2038 14 $2,500,000 $0 $45,789,124 $45,789,124 $86,039,124 $0 ($2,500,000) $0 $0 $0 ($2,500,000)

2039 15 $0 $4,198,679 $43,927,745 $43,927,745 $57,904,247 $0 $0 ($4,198,678) $4,198,679 $1,679,471 $5,878,150

2040 16 $0 $4,198,679 $41,957,429 $41,957,429 $54,232,580 $0 $0 ($4,198,678) $4,198,679 $1,679,471 $5,878,150

2041 17 $0 $4,198,679 $39,875,372 $39,875,372 $50,516,786 $0 $0 ($4,198,678) $4,198,679 $1,679,471 $5,878,150

2042 18 $0 $4,198,679 $37,675,218 $37,675,218 $46,967,076 $0 $0 ($4,198,678) $4,198,679 $1,679,471 $5,878,150

2043 19 $0 $4,198,679 $35,349,105 $35,349,105 $43,651,792 $0 $0 ($4,198,678) $4,198,679 $1,679,471 $5,878,150

2044 20 $0 $4,198,679 $32,890,072 $32,890,072 $40,233,798 $0 $0 ($4,198,678) $4,198,679 $1,679,471 $5,878,150

2045 21 $0 $4,198,679 $30,290,955 $30,290,955 $36,709,542 $0 $0 ($4,198,678) $4,198,679 $1,679,471 $5,878,150

2046 22 $0 $4,198,679 $27,544,132 $27,544,132 $33,075,293 $0 $0 ($4,198,678) $4,198,679 $1,679,471 $5,878,150

2047 23 $0 $4,198,679 $24,641,330 $24,641,330 $29,400,231 $0 $0 ($4,198,678) $4,198,679 $1,679,471 $5,878,150

2048 24 $0 $4,198,679 $21,576,167 $21,576,167 $25,798,506 $0 $0 ($4,198,678) $4,198,679 $1,679,471 $5,878,150

2049 25 $0 $4,198,679 $18,336,155 $18,336,155 $22,191,956 $0 $0 ($4,198,678) $4,198,679 $1,679,471 $5,878,150

2050 26 $0 $4,198,679 $14,911,260 $14,911,260 $18,347,967 $0 $0 ($4,198,678) $4,198,679 $1,679,471 $5,878,150

2051 27 $0 $4,198,679 $11,292,089 $11,292,089 $14,260,857 $0 $0 ($4,198,678) $4,198,679 $1,679,471 $5,878,150

2052 28 $0 $4,198,679 $7,469,938 $7,469,938 $9,842,640 $0 $0 ($4,198,678) $4,198,679 $1,679,471 $5,878,150

2053 29 $0 $4,198,679 $3,427,787 $3,427,787 $5,687,773 $0 $0 ($4,198,678) $4,198,679 $1,679,471 $5,878,150

2054 30 $0 $0 $3,591,230 $3,591,230 $5,731,889 $0 $0 $0 $0 $0 $0

2059 35 $0 $0 $4,503,702 $4,503,702 $6,528,966 $0 $0 $0 $0 $0 $0

2063 39 $0 $0 $5,270,590 $5,270,590 $7,501,753 $5,921,076 $0 $0 $5,921,076 $0 $5,921,076

2064 40 $0 $0 $4,209,755 $4,209,755 $5,929,173 $0 $0 $0 $0 $0 $0

2065 41 $0 $0 $4,352,009 $4,352,009 $6,112,490 $0 $0 $0 $0 $0 $0

2066 42 $0 $0 $4,488,541 $4,488,541 $6,290,563 $0 $0 $0 $0 $0 $0

2067 43 $0 $0 $4,616,486 $4,616,486 $6,460,401 $1,767,910 $0 $0 $1,767,910 $0 $1,767,910

$35,000,000 $62,980,185 ($35,000,000) ($62,980,171) $70,669,171 $25,192,069 $60,861,240Total:

Insurance Policy Illustrations Employer Plan Cash Flow
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Annual Employer Net

Annual Cash Realized Life SAR & FVU Life Tax SAR & FVU

Calendar Plan Annual Distribution Account Surrender Death Death Insurance Plan Benefit Insurance Deduction Plan

Year Year Premium Net of Tax Value Value Benefit Benefit* Premium Payment Proceeds 40% Outlay

2025 1 $8,500,000 $0 $8,027,706 $6,847,729 $150,677,706 $0 ($8,500,000) $0 $0 $0 ($8,500,000)

2026 2 $8,500,000 $0 $16,019,478 $14,970,571 $158,669,478 $0 ($8,500,000) $0 $0 $0 ($8,500,000)

2027 3 $8,500,000 $0 $24,209,465 $23,291,689 $166,859,465 $0 ($8,500,000) $0 $0 $0 ($8,500,000)

2028 4 $8,500,000 $0 $32,847,526 $32,061,090 $175,497,526 $0 ($8,500,000) $0 $0 $0 ($8,500,000)

2029 5 $8,500,000 $336,983 $41,603,839 $40,948,286 $184,253,839 $0 ($8,500,000) ($336,984) $336,983 $134,794 ($8,028,223)

2030 6 $8,500,000 $950,093 $50,143,301 $49,619,084 $192,793,301 $0 ($8,500,000) ($950,091) $950,093 $380,036 ($7,169,871)

2031 7 $8,500,000 $1,523,632 $58,505,647 $58,112,582 $201,155,647 $0 ($8,500,000) ($1,523,632) $1,523,632 $609,453 ($6,366,915)

2032 8 $8,500,000 $2,154,526 $66,627,326 $66,365,330 $209,277,326 $0 ($8,500,000) ($2,154,526) $2,154,526 $861,811 ($5,483,663)

2033 9 $8,500,000 $2,848,512 $74,506,111 $74,375,268 $217,156,111 $0 ($8,500,000) ($2,848,511) $2,848,512 $1,139,404 ($4,512,084)

2034 10 $8,500,000 $3,274,909 $82,415,935 $82,415,935 $225,065,935 $0 ($8,500,000) ($3,274,910) $3,274,909 $1,309,964 ($3,915,127)

2035 11 $2,500,000 $3,501,524 $85,813,478 $85,813,478 $153,845,295 $0 ($2,500,000) ($3,501,524) $3,501,524 $1,400,610 $2,402,134

2036 12 $2,500,000 $3,851,676 $89,026,209 $89,026,209 $155,237,357 $0 ($2,500,000) ($3,851,676) $3,851,676 $1,540,671 $2,892,347

2037 13 $2,500,000 $4,236,844 $92,004,536 $92,004,536 $156,881,398 $0 ($2,500,000) ($4,236,844) $4,236,844 $1,694,738 $3,431,582

2038 14 $2,500,000 $4,660,528 $94,691,269 $94,691,269 $158,614,231 $0 ($2,500,000) ($4,660,528) $4,660,528 $1,864,211 $4,024,739

2039 15 $0 $9,325,260 $90,147,480 $90,147,480 $126,714,132 $0 $0 ($9,325,259) $9,325,260 $3,730,104 $13,055,364

2040 16 $0 $9,837,919 $84,800,704 $84,800,704 $116,678,321 $0 $0 ($9,837,917) $9,837,919 $3,935,167 $13,773,086

2041 17 $0 $10,401,841 $78,552,047 $78,552,047 $105,890,490 $0 $0 ($10,401,841) $10,401,841 $4,160,737 $14,562,578

2042 18 $0 $11,022,159 $71,293,196 $71,293,196 $94,959,831 $0 $0 ($11,022,158) $11,022,159 $4,408,863 $15,431,022

2043 19 $0 $11,704,506 $62,899,358 $62,899,358 $83,486,997 $0 $0 ($11,704,506) $11,704,506 $4,681,802 $16,386,308

2044 20 $0 $12,455,090 $53,234,237 $53,234,237 $71,040,953 $0 $0 ($12,455,088) $12,455,090 $4,982,035 $17,437,125

2045 21 $0 $11,102,711 $44,449,334 $44,449,334 $59,983,750 $0 $0 ($11,102,709) $11,102,711 $4,441,084 $15,543,795

2046 22 $0 $9,615,094 $36,737,638 $36,737,638 $50,322,395 $0 $0 ($9,615,092) $9,615,094 $3,846,037 $13,461,131

2047 23 $0 $7,978,715 $30,317,491 $30,317,491 $42,427,771 $0 $0 ($7,978,713) $7,978,715 $3,191,485 $11,170,200

2048 24 $0 $6,178,698 $25,436,886 $25,436,886 $36,328,654 $0 $0 ($6,178,696) $6,178,698 $2,471,479 $8,650,177

2049 25 $0 $4,198,679 $22,370,646 $22,370,646 $32,169,088 $0 $0 ($4,198,678) $4,198,679 $1,679,471 $5,878,150

2050 26 $0 $4,198,679 $19,130,253 $19,130,253 $27,753,725 $0 $0 ($4,198,678) $4,198,679 $1,679,471 $5,878,150

2051 27 $0 $4,198,679 $15,708,017 $15,708,017 $23,340,790 $0 $0 ($4,198,678) $4,198,679 $1,679,471 $5,878,150

2052 28 $0 $4,198,679 $12,097,185 $12,097,185 $18,439,842 $0 $0 ($4,198,678) $4,198,679 $1,679,471 $5,878,150

2053 29 $0 $4,198,679 $8,277,533 $8,277,533 $14,162,805 $0 $0 ($4,198,678) $4,198,679 $1,679,471 $5,878,150

2054 30 $0 $0 $8,675,108 $8,675,108 $14,119,819 $0 $0 $0 $0 $0 $0

2059 35 $0 $0 $10,934,845 $10,934,845 $15,561,841 $0 $0 $0 $0 $0 $0

2063 39 $0 $0 $12,917,997 $12,917,997 $17,732,718 $11,191,466 $0 $0 $11,191,466 $0 $11,191,466

2064 40 $0 $0 $7,986,331 $7,986,331 $11,076,203 $524,389 $0 $0 $524,389 $0 $524,389

2065 41 $0 $0 $7,874,349 $7,874,349 $10,904,092 $0 $0 $0 $0 $0 $0

2066 42 $0 $0 $8,148,179 $8,148,179 $11,250,922 $0 $0 $0 $0 $0 $0

2067 43 $0 $0 $8,411,695 $8,411,695 $11,588,259 $6,210,048 $0 $0 $6,210,048 $0 $6,210,048

2068 44 $0 $0 $564,257 $564,257 $715,480 $0 $0 $0 $0 $0 $0

2069 45 $0 $0 $590,658 $590,658 $745,970 $0 $0 $0 $0 $0 $0

2070 46 $0 $0 $617,612 $617,612 $777,101 $0 $0 $0 $0 $0 $0

2071 47 $0 $0 $645,032 $645,032 $808,786 $808,786 $0 $0 $808,786 $0 $808,786

$95,000,000 $147,954,615 ($95,000,000) ($147,954,597) $166,689,304 $59,181,839 $130,871,143Total:

Insurance Policy Illustrations Employer Plan Cash Flow
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Remember to Highlight Columns A-J and Autofit

Insured Age Assumed Underwriting

Annual Premium 

(Years 1-10)

Annual Premium 

(Years 11-14)

Total Premiums 

Paid

Initial Face 

Amount

Owner #1 44 Standard Nonsmoker $3,175,000 $625,000 $34,250,000 $57,250,000

Owner #2 48 Preferred Plus Nonsmoker $3,175,000 $625,000 $34,250,000 $50,500,000

Executive #1 48 Preferred Plus Nonsmoker $1,550,000 $1,250,000 $20,500,000 $23,800,000

Executive #2 40 Preferred Plus Nonsmoker $300,000 0 $3,000,000 $6,100,000

Executive #3 47 Preferred Plus Nonsmoker $300,000 0 $3,000,000 $5,000,000

Total $8,500,000 $2,500,000 $95,000,000 $142,650,000 <= If only one policy, no need for total Row, just delete row contents

Composite Plan Insurance Summary
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Need to account for phantom equity benefit for Generally Accepted Accounting Principles 

(GAAP) purposes

─ Add liability for projected plan benefit 

• Must assumed full vesting on plan benefit for GAAP purposes

◦ Even if  the participant is only vested 20% in the plan

• Adjusts annually based on awards and amount of  synthetic equity granted

◦ Increase in plan benefit each year will be a charge to earnings

─ Add asset for cash value of  insurance policy

Accounting for plan will be asset “heavy” first and will level out over time between asset and 

liability
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How is the plan drafted from a legal perspective? 

─ What legal documents are needed to enforce the structure and validity of  the plan? 

What are the most common considerations to make sure the plan is documented appropriately 

from a legal perspective? 

What flexibility exists once a plan is documented and phantom equity has been allocated? 

What is reported to the IRS? 
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Employee rollout, communication and education

─ Present overview of  plan as a group, then facilitate individual meetings with each 

participant

Annual plan compliance

─ Review financial performance of  ABC

─ Evaluate current and projected value of  awards

• Create participant statements and share with employees

◦ Allow them to understand the value of  their projected benefit for all active 

awards

─ Make additional awards (as desired by the CEO/board)

─ Evaluate insurance funding and performance 

• Make annual adjustments (as necessary)
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Learning objectives achieved: 

✓ Understand how Phantom Stock and Stock Appreciation Rights (SAR) plans work

✓ Define differences between the various synthetic equity plans

✓ Full Value Unit (FVU)

✓ Stock Appreciation Rights (SAR)

✓ Provide an overview of  the plan document and individual award agreement

✓ Define the tax impact to the company and plan participant

✓ Identify funding strategies to ensure the company has the cash necessary to pay out the 

benefit



© and Trademark 2014 WealthPoint LLC.  All rights reserved.
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Visit www.wealthpoint.net for more information and to see our upcoming events

─ A copy of  this recording and presentation will be published shortly in the Thought 

Leadership section of  our website

Michael Kenneth | President – 

WealthPoint 

mkenneth@wealthpoint.net 

(602) 559-5395

Ryan Barradas | Managing 

Partner – WealthPoint

ryan@wealthpoint.net  

(602) 559-5388

David Whaley | Partner – 

Thompson Hine 

david.whaley@thompsonhine.com 

(513) 352-6681

http://www.wealthpoint.net/
mailto:mkenneth@wealthpoint.net
mailto:ryan@wealthpoint.net
mailto:david.whaley@thompsonHine.com
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This material is intended for informational purposes only and should not be construed as legal or tax advice and is not intended to replace the advice of a qualified attorney, tax 

advisor, personal investment advisor or retirement plan or employee benefit plan provider. This report is not intended as an offer or solicitation to purchase insurance or any other 

product.  Any discussion of US tax matters contained herein is not intended to be used and cannot be used for purposes of avoiding US tax-related penalties. 

The financial information included in this report has been taken from sources, which we believe to be reliable, but there is no guarantee as to its accuracy.  All information provided 

should be confirmed to any official account statement and is not a replacement for any account statement or transaction confirmation issued by the custodian or 

investment/insurance provider.   WealthPoint (WP) has made reasonable steps to accurately reproduce the information from your official account custodian statements.  Differences 

in positions and valuations may occur due to the reporting dates used and differences in valuation sources and methods. Please contact the carrier or your financial representative if 

you have any questions about your statements. In the event of a discrepancy your official account statement valuations would prevail.

Nature of Services, and Responsibilities

The business advisory services, and possible resulting recommendations (estate planning solutions, need for liquidity planning, etc.) will vary in type and complexity, depending on a 

client’s individual personal and business circumstances and goals.  Services and responsibilities are outlined in our Proposal Letter and Relationship and Engagement Agreement.  It is 

important that you provide accurate and complete responses to the questions asked by the WP Partner, that you review the information provided to you in the initial Instinct 

Verification, Decision Dialogue, financial modeling or other report, as well as any final report, and that you promptly inform the Partner of any subsequent changes to your situation 

or the information provided.  You are solely responsible for the accuracy or completeness of the information you have provided, which may affect the results of any 

recommendations contained in the report.  Information should be kept up to date, as results may vary over time and as assumptions change.  

Methods of Analysis and Projection

Information collected is intended to project future financial scenarios to meet your future goals or liquidity requirements. Financial Projections and other information prepared by 

WP are based on assumptions provided by and/or reviewed with the client in their final report, are hypothetical in nature, do not reflect actual investment or business results and are 

not guarantees of future performance.  Actual results will vary, perhaps to a significant degree.    

  

• Personal Investments - WP uses simple aggregate growth rates to project personal investments and retirement accounts, and all inputs are either provided by the client or client’s 

financial advisor/provider or are jointly agreed on by WP and the client. Return assumptions do not reflect the deduction of any commissions, fees or product charges that may 

apply to any particular investment, which may negatively impact returns.  

• Insurance Illustrated Performance - All policy values used reflect current policy charges, current cost of insurance rates, current mortality and expense risk charges, average fund 

expenses and the stated hypothetical gross rate of return. The policy values are hypothetical for illustration purposes only and may not be used to project or predict investment 

results. Policy values will vary based on the actual performance of sub-account investments selected, actual insurance charges over the life of the plan and the timing of the 

premium payments.  A WP illustration may utilize a supplemental illustration from an insurance provider, that is only part of the basic illustration and must be read in conjunction 

with the actual basic illustration.  Please refer to the actual illustration for more information about the guaranteed elements of the policy and other important details.  

• Business Income Statement, Cash Flow Statement and Balance Sheet – Current company financial statement information is provided by the client, as well as revenue and expense 

growth assumptions for future years.  These assumptions are used to project future Net Income, and business valuation based upon an appropriate multiplier disclosed to the 

client.

• Personal Cash Flow – Cash flows are projected based on information obtained from the client (tax returns, personal financial statements, bank statements, W-2s, 1099s, K-1s, 

etc.). Future cash inflows and outflows are based on input from the client and the client’s advisors. 
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• Estate/Trust Cash Flow – Cash flows due to and from Trusts will be based on trust documents and financial information (tax returns, financial statements, etc.) obtained from the 

client.  

• Personal Assets – In some situations, WP may project the value of an asset (i.e. real estate, other assets, etc.) based on input from the client and the client’s advisors. 

• Taxes – Taxes are being calculated in the analysis. However, WP does not provide tax advice and the tax calculations are for illustrative and hypothetical purposes only. The client 

should consult with their tax advisor to evaluate their tax situation. 

Other Compensation

In addition to WP’s business consulting services, and the fees charged to clients as outlined in the Relationship and Engagement Agreement, WP Partners are licensed agents to sell 

insurance. WP may receive fees from life insurance companies, if insurance is purchased through WP relationships. Any commissions or fees will be disclosed to you in any life 

insurance proposal and agreement.  WP is a member firm of Partners Financial and has access to all insurance providers on their network.  The needs and circumstances of the client 

will drive the choice of the insurance provider.   

Insurance Product  

An investment in variable life insurance is subject to fluctuating values of the underlying investment options and entails risk, including the possible loss of principal. The performance 

of your account will vary and you may receive more or less than the amount invested. Product guarantees, including the death benefit, are subject to the claims-paying ability of the 

issuing insurance company.  Loans and partial withdrawals will decrease the death benefit and cash value and may be subject to policy limitations and income tax.  

        

An insurer's financial strength rating represents an opinion by the issuing agency regarding the ability of an insurance company to meet its financial obligations to its policyholders and 

contract holders. A rating is an opinion of the rating agency only, and not a statement of fact or recommendation to purchase, sell or hold any security, policy or contract. These 

ratings do not apply to the safety or performance of any separate account.      

        

Sub Account Performance Disclosures (for Variable Universal Life policies)

The fund performance data shown in this report that relates to variable life insurance policies was obtained through Morningstar and represents the individual net returns of the 

underlying funds shown in the report. Morningstar is a non-affiliated third party investment research and management firm that provides mutual fund information, news, 

commentary, portfolio analysis, comparison reporting and other services. Past performance does not guarantee future results. The fund performance data is being provided for 

informational purposes only and does not reflect the actual returns of the sub accounts in the variable component of the insurance policies that are invested in those funds, which 

may be lower or higher than the performance quoted due to the timing of cash flows, holding periods, sub account allocation changes, policy fees and other expenses. Policy fees or 

expenses include premium loads, cost of insurance, administration fees, mortality and expense risk charges, or any other charges that may be incurred under the policy. Policy returns 

would be significantly lower after all policy fees and expenses are deducted.

        

Securities and Investment Advisory Services offered through The Leaders Group, Inc. Securities Dealer, Member FINRA/SIPC; TLG Advisors, Inc. Registered Investment Advisor. 

WealthPoint, LLC is not affiliated with The Leaders Group, Inc. WealthPoint is a member firm of PartnersFinancial. WealthPoint, LLC is independently owned and operated. 

WealthPoint, the WealthPoint logo and Know your story are all registered trademarks of WealthPoint, LLC. Life insurance services are provided through WealthPoint, LLC DBA 

WealthPoint Insurance Solutions, CA Insurance License #0N03255. 
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