
THE ECONOMIC ADVANTAGES OF A  

PRIVATE PLACEMENT INVESTMENT STRATEGY 



Private Placement 
Life Insurance 

(PPLI) 

Private Placement 
Variable Annuity 

(PPVA) 
 

Eliminate income 
taxes and receive an 
equivalent step up in 
basis at death 

Defer income taxes 
during life - often used 
in charitable planning  

Traditional Taxable 
Portfolio 

Pay all income taxes 
associated with 
realized gains   

The impact of income taxes is significant and will drastically reduce 
wealth accumulation during the life of the client as well as the 
amount of wealth that can be transferred to subsequent 
generations of family members or charitable endeavors. 
 
Private Placement Insurance is an ideal strategy for high net worth 
families who want to maximize the total return of their   
investments by deferring and potentially eliminating the drag of 
income taxes.  
 
Reducing or eliminating income taxes becomes increasingly 
compelling as gains are reinvested and compounded over time.  The 
Private Placement structure provides a “tax wrapper” for a client’s 
investments while also acting as a hedge against future tax 
increases. 
 
There are two types of Private Placement Strategies—Private 
Placement Life Insurance (PPLI) and Private Placement Variable 
Annuities (PPVA). 
 

 

Private Placement is a means to create a more efficient investment vehicle by deferring or eliminating income taxes.   
This strategy allows our clients to protect their legacy by reducing the burden of income taxes - 

so more wealth can be transferred to subsequent generations and for philanthropy.  

Reducing the Impact of Income Taxes for High Net Worth Clients 
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Comparison 
Taxable  
Portfolio 

PPLI PPVA 

Tax Deferred Growth  ✓ ✓ 
Income Tax-Free Death Benefit  ✓  

Non-Taxable Disbursements  ✓  

Potentially Estate Tax-Free 
✓ ✓  

No K-1s  ✓ ✓ 
Asset Reallocation without tax  ✓ ✓ 
Asset Protection by State Statute  ✓ ✓ 

The Characteristics of PPLI and PPVA Compared to a Traditional Taxable Portfolio 

PPLI and PPVA allow clients to 
invest in a variety of asset classes 
and compound their wealth more 

efficiently compared to investing in 
those same assets in a traditional 

taxable environment. 
 
 

Private Placement Life Insurance (PPLI) 
 
 

PPLI is typically used in conjunction with an irrevocable trust for multi-
generational planning.  PPLI allows investors to defer, and potentially 

eliminate, all income taxes.    
 

The trustee can allow the funds to accumulate without a taxable event 
or the trustee can elect to make non-taxable distributions to trust 
beneficiaries.  Ultimately, the trust will receive an income tax-free 
death benefit which creates an automatic step-up in basis for the     

PPLI assets. 

Private Placement Variable Annuity (PPVA) 
 
 

PPVA Investments grow income tax deferred.   
PPVAs are often used by high net worth families and individuals who 

are charitably inclined.   
 

The charity or foundation is the revocable beneficiary of the contract 
and the policy owner has full access to the PPVA funds during their 

lifetime.  At death, the total value of the PPVA, including gains, pass to 
the non-taxable entity and the policy owner receives an estate tax 

deduction for the full amount. 
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What investments can be utilized 

within a private placement strategy? 

 

Investments may include registered and 

non-registered insurance dedicated 

funds (IDFs).  Clients may also create 

Separately Managed Accounts (SMAs) 

which can be customized according to 

each client’s investment criteria.   

 

 

The Structure of a Private Placement Strategy 

Client 
 

Private Placement  
Investment Strategy 

 

 
 

Customized asset allocation strategy 
with an Investment Manager 

 

Examples of Fund Types Include: 
 

Credit Funds 
Equity Funds 

Event Driven Funds 
Macro Funds 

Multi-Strategy Funds 
Fund of Funds 

Client’s Investment Account 
(not subject to the credit risk of the insurance company) 

PPLI PPVA 

Registered Products 

Insurance Dedicated Funds (IDF) 

Non-Registered Products 

Insurance Dedicated Funds (IDF) 

Separately Managed Accounts 

(SMAs) 

Examples of Fund Managers Include: 
   

Vanguard Fidelity 

JP Morgan Blackrock 

Goldman Sachs DFA 

MFS Dreyfuss 

Lord Abbett PIMCO   

American Funds Clearbridge 

Traditional Securities Private Equity 

Venture Capital Real Estate 

Private Credit Funds Oil and Gas 

The more tax inefficient the underlying 

investment, the greater the value of the 

Private Placement Investment Strategy.  
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Private Placement Life Insurance (PPLI) - Investing in a Tax-Free Environment 

What are the Key Benefits of PPLI? 
• Investment options can be customized and returns accumulate on a 

tax-deferred basis 

• Assets may be reallocated without tax 

• Funds can be accessed without a taxable event 

• Insurance proceeds (death benefit), including any accumulated 
investment gains, are income tax-free 

• All costs are fully transparent   

• Assets are not subject to life insurance company credit risk 

 

Who is the appropriate client for PPLI?  
In order to fully utilize the income tax, estate tax, and asset protection 
attributes unique to PPLI, we recommend that clients considering PPLI 
have a minimum of $20M of liquid assets. 

What are the investments? 
The policy owner can allocate (and reallocate) premium dollars into a 
variety of registered and non-registered vehicles known as Insurance 
Dedicated Funds.  Policy owners can also create separately managed 
accounts that can be customized by the policy owner’s investment 
criteria. 
 

How is PPLI designed? 
PPLI is an investment strategy.  Typically, PPLI policies are designed with 
the minimum amount of death benefit allowed by IRS guidelines.  This 
structure reduces insurance fees and maximizes investment growth. 
 

Do insurance fees impact the strategy? 
The calculation is simple—are the insurance fees less than the taxes that 
would otherwise be payable for the same underlying investments?   

PPLI has an  
additional $71M  
of value in year 50 
 
• 50 year old male 

• Funding of $2.5M per annum for 4 years 

• Effective tax rate (20%)  

• Net rate of return (7.5%) 

 
See following page for complete details 
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Detailed Review of Results for Example 1:  20% Effective Tax Rate and 7.5% Net Rate of Return 

 

CLIENT:    Male, Age 50, Preferred Risk Class 

 

GOAL:       Transfer maximum wealth to heirs 

 

ASSUMPTIONS:    ◼ $2.5M/year funding for 4 years 

       ◼ Varying effective tax rates 

       ◼ Varying net rates of return 

       ◼ Performance @ age 100 

PPLI Case Study  
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Private Placement Variable Annuities (PPVA) - Maximize Charitable Giving  

What are the Key Benefits of PPVA? 
• Annuities require no medical or financial underwriting 

• The policy owner has full access to the funds during their lifetime 

• Growth is tax deferred 

• A charitable beneficiary will receive the entire account value free of 
income tax 

• The policy owner will receive an estate tax deduction for the full 
value of the PPVA if the beneficiary is a charitable entity  

• No surrender charges 

 
How is PPVA funded? 
PPVA can be funded with a single premium or a series of premiums.   

 

Who is the appropriate client for PPVA?  
Clients wishing to defer taxes on their investments and establish 
charitable legacies in a tax-efficient manner.  Typically, the minimum 
investment is $1M.  
 

Can the beneficiary be changed? 
The policy owner has the right to change the beneficiary at any time. 

 
What are the investments? 
The policy owner can allocate/reallocate premium dollars into a variety of 
registered and non-registered vehicles known as Insurance Dedicated 
Funds.  Policy owners can also create separately managed accounts that 
can be customized by the policy owner’s investment criteria. 
 
 

PPVA has an  
additional $75M  
of value in year 45 
 
• 50 year old male 

• Funding of $10M for 1 year 

• Effective tax rate (20%)  

• Net rate of return (7.5%) 

 
See following page for complete details 
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Detailed Review of Results for Example 1:  20% Effective Tax Rate and 7.5% Net Rate of Return 

 

CLIENT:    Male, Age 50, Preferred Risk Class 

 

GOAL:       Maximize charitable contribution 

 

ASSUMPTIONS:    ◼ $10M funding in year 1 

       ◼ Varying effective tax rates 

       ◼ Varying net rates of return 

       ◼ Performance @ age 95 

PPVA Case Study  
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To help our clients  
preserve, grow and transfer wealth by 
constructing an optimized portfolio of 

insurance anchored solutions 

Client commitment, thought leadership 
and world class partnerships have 
distinguished JR KATZ since 1976 

JR KATZ is a premier Midwest advisory 
firm, managing more than $5B in life  

insurance portfolios 

Our Mission 

$5 Billion 

JR KATZ provides insurance anchored  solutions to 
specific client planning objectives. Our solutions are 
constructed through a meticulous process designed to 
deliver a true alpha to our clients. 
 
In order to build and optimize a client’s life insurance 
portfolio, it is essential to  understand both short-term 
and long-term objectives. This process necessitates  
collaboration with our clients and their key advisors. 
 
We help our clients understand the unique financial 
characteristics of life insurance and  how this distinct 
asset class enhances other  investment and estate 
planning strategies.  
 
Our process is defined by transparency, confidentiality, 
objectivity and creativity.  Through our lens of 
independence, we are  able to evaluate and 
benchmark solutions, products and providers. 
 
Because of our singular focus on life insurance, we 
have access and influence with the insurance 
companies. This enables us to produce exceptional 
results for our clients. 
 
After the solution is implemented, our management 
process is designed to deliver the expected outcome by 
continually monitoring product performance and 
changing client circumstances. 

JR KATZ serves as a key advisor in the areas of wealth transfer, wealth preservation, 
succession planning and risk management.  We deliver value and “edge” through our 
expertise, client advocacy and influence within the insurance marketplace. 

YOUR LEGACY | OUR COMMITMENT ABOUT JR | KATZ 

40+ Years 
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Tax and Legal   

JR KATZ, LLC and its representatives do not provide legal, tax or accounting advice.  Any tax or legal references provided are for general informational purposes 
only, and should not be relied upon for legal, tax or accounting advice.  Clients of JR KATZ, LLC should obtain their own independent legal counsel and/or tax 
advice based on their specific circumstances.   
 
This material 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. 
This illustration is considered a supplemental illustration and is not valid without a complete basic illustration.  Values shown are based on the assumed invest-
ment return; actual values will be determined by actual performance and volatility.  Guaranteed elements are shown in the basic illustration, along with im-
portant information regarding the difference between guaranteed and nonguaranteed elements of the policy.  Securities offered through Kestra Investment 
Services, LLC, member FINRA / SIPC. 
 
Financial Information   

The information and financial projections contained in these pages are not an indication of future performance.  The material and information is intended only 
for discussion purposes.     
 
Contractual   

The financial illustrations and other statements within this document, as well as comments made by individuals, are not contractual obligations unless clearly 
stated as such in a separate contract or agreement.  This document does not constitute an offer or a contract.  Any life insurance or annuity contract entered 
into is between the policy owner and the insurance company, through the policy itself.  You should read any policy thoroughly.  This material is intended to pro-
vide general information and is not necessarily a complete description of all terms, exclusions and conditions applicable to products and services.  Contractual 
guarantees are dependent upon the solvency of the insurance company.   
 
Assumptions   

Demonstrations of life insurance performance are provided by life insurance carriers and are based on illustrated assumptions including risk classifications, poli-
cy charges, and investment returns/crediting rates.   Actual performance would most likely differ from illustrated assumptions. All projections are based on in-
surance company illustrations, which govern in the case of a discrepancy. The projections contained herein are as of a certain date. Insurance charges and cred-
iting rates fluctuate over time. Values may change after a policy is issued and should be reviewed regularly.   
 
Securities offered through Kestra Investment Services, LLC member FINRA/SIPC.  Kestra Investment Services, LLC is not affiliated with JR KATZ, LLC. 
 

Disclosures 



 

5 Revere Drive, Suite 550  |  Northbrook, IL 60062   

o 847.564.8430    w jrkatz.com  


