FLOWCHART 3

ILLUSTRATING PURCHASE OF LIFE INSURANCE POLICY TO “SEED” ENDOWMENT,
AND CASH FLOWS DURING MOM AND POP’S LIFETIMES

TOWN OF
HOLDERNESS,
PROPERTY AND
CASUALTY INSURANCE
COMPANY. ETC.

Carrying charges
(estimated to be
$50K per year)

MOM & POP

Triple net lease agr

supported by appraisal of

fair rental value (§4K per
month in season) — May —
October)

v

$24K, representing 6
months of rent
payments

JONES FAMILY
HOLDINGS, LLC

IRS

/

Income taxes on all K-1
income, including Mom
and Pop’s rental
payments to LLC

Business profits tax/ business
enterprise taxes on net rental

income

v

Junior Jones, Manager
Annnal receipts - $24K
Annnal expenditures: §19K
Pretax surplus: §6K

DRA

$18K annual

Life insurance
contract
policy

LIFE INSURANCE
COMPANY

Issues $1M second to die policy insuring
both Mom & Pop’s lives

preminm on § 1M
second to die



