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METHOD FOR GENERATING ASTUDY OFA 
BENEFIT PLAN FOR INTERNATIONAL 

EMPLOYEES OF AN OUTSOURCED CLIENT 

I. CROSS REFERENCE TO RELATED 
APPLICATIONS 

0001. This is a continuation-in-part application of Ser. 
No. 09/313,164, issuing as U.S. Pat. No. 6,411,939, on Jun. 
25, 2002, and is incorporated by reference. 

II. TECHNICAL FIELD OF THE INVENTION 

0002 The present invention is in the field of digital 
electrical machines and methods for making and using the 
Same, data Structures, necessary intermediates, and products 
produced thereby. More particularly, the present invention is 
directed to a digital electrical apparatus and method for data 
processing and data management having particular utility in 
the field of employee benefits, insurance, and compensation, 
especially in a busineSS or financial transaction data pro 
cessing System. Still more particularly, the present invention 
pertains to automated or partially automated (as by machine) 
activities in financial, business practice, management, or 
cost/price determination. Even more particularly, the present 
invention pertains to a machine comprising a digital elec 
trical computer having a processor programmed for electri 
cally processing input data into output data, the computer 
electrically connected to an input device and to an output 
device, for illustrating a replacement of a benefit plan. 

III. BACKGROUND OF THE INVENTION 

0003. The genesis of this invention originates in what the 
inventor believes is a need to provide fair and equal com 
pensation to the global work force. And given the morass of 
national laws, it has been a challenge to provide equivalent 
benefits to employees, executives, and Self-employed indi 
viduals located anywhere in the world. Typically, U.S. 
multi-national employers (MNEs) will offer their domestic 
employees both “qualified” and “non-qualified” benefits. 
Qualified benefits usually include one or more retirement 
plans, designed as either defined benefit plans (Such as 
pensions) or defined contribution plans (such as the 401(k)). 
Non-qualified plans are generally available only to execu 
tives and include both defined benefit plans, Such as Supple 
mental Executive Retirement Plans (SERPs), defined con 
tribution plans, Such a Deferred Compensation Plans, 
incentive plans, Such as Incentive Stock Option Grants, and 
risk-transfer plans, Such as Executive Life Insurance Plans 
(ELIPS). 
0004 For those employees outside the U.S., whether they 
are U.S. citizens on a foreign assignment (expatriates), 
foreign nationals on assignment in the U.S. (inpatriates), 
third-country nationals (TCNs), or foreign nationals in their 
home country (locals), cannot be offered the same benefit 
plans for economic and tax reasons. Therefore, an inequity 
in benefits is created between the international employees, 
both U.S. and foreign, and their U.S.-based peers. Often, the 
disgruntled international employees openly express their 
discontent and the MNE’s human resource (HR) department 
is under preSSure to provide an equivalent benefit. Prior to 
this invention, there was no efficient uniform means for 
providing equivalent benefits, and most MNES would ignore 
the demands for equivalent benefits or increase cash com 
pensation as a partial offset. 
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0005) Many MNEs do not allow their U.S. expatriates to 
participate in the employer's 401(k) plan, because the defer 
ral of income is recognized as income in the majority of 
foreign jurisdictions. This means that the employee is taxed 
on income not received, and the MNE will usually gross up 
the employees’ compensation to cover the additional foreign 
income tax, under the MNES tax equalization program. 
Those MNEs that do allow their employees to participate in 
the 401(k) retirement plan incur added globalization costs. 
0006. In addition, when foreign national employees are 
assigned to work in countries other than their home country 
(TCNs) the home country pensions are frozen and the 
employee may or may not be eligible to participate in the 
pension plans of the host country where assigned. Conse 
quently, the TCN employee may retire with a pension that is 
less than the pension of a colleague who never left the home 
country. Prior to this invention, there was not uniform means 
for providing “pension gap' funding created by these Situ 
ations. 

0007. The cost of maintaining a global workforce is 
Significant. Generally, an employee in the U.S. with an 
annual salary of S100,000 may cost the MNE over $500,000 
annually while on an OverSeas assignment, because of incen 
tives, allowances and tax groSS-ups that are usually paid. 
Local nationals and TCNS may be Somewhat leSS expensive, 
based on their negotiated compensation packages. To alle 
Viate the cost of globalization, the international HR depart 
ments are continually preSSured to find ways to cut cost. At 
the same time, the international employees are trying to 
ensure that cost cutting does not affect their pocketbooks. 
Prior to this invention, there was no uniform means for 
reducing employee cost without reducing the employee's 
compensation package. 

0008. The time required to administer an international 
Workforce is also excessive. It is estimated through SurveyS, 
conducted by Organization Resource Counselors, Inc. in 
New York, that each international employee demands over 
60 hours of administrative time per year. This time is spent 
administering compensation and benefit issues for the vari 
ous jurisdictions in which the MNE may be operating. If an 
MNE is operating in 200 countries globally, there are 200 
different sets of labor and tax laws that the international HR 
department has to consider when making even the Smallest 
change to the compensation and benefits program. The 
implementation of a global plan, Such as an incentive Stock 
option program, presents significant administrative time 
requirements and expense to Sort the tax and legal impact 
asSociated with its implementation. Prior to this invention, 
there was not a Single-Source, cross-border Solution for 
implementing benefit plans. 

0009 Recruitment for foreign assignments is also diffi 
cult. Historically, employees have been financially enticed to 
accept a foreign assignment. In recent history, career devel 
opment requires international experience, and the HR 
departments would like to change the employee's motiva 
tion for accepting an assignment from a financial incentive 
to a career incentive. However, due to downsizing and 
mergers, most employees are not convinced that career 
enhancement opportunities actually result from OverSeas 
assignments. In many cases, the international employee has 
had no career position to return to upon repatriation. There 
fore, it is difficult to gain employee acceptance of any cost 
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cutting program in favor of career enhancement. Today, 
employees are focused on “what's in it for me.” Prior to this 
invention, there was no uniform means for keeping the 
employee “whole,” while reducing the cost to the MNE. 
0010) To further complicate the situation, MNEs have to 
continually deal with changing tax laws in the U.S., as well 
as the other jurisdictions in which they may do business. 
Compliance with changing tax laws and host country Social 
programs is extremely challenging. Consequently, many 
MNEs find themselves out of compliance in one or more 
jurisdictions. Prior to this invention, there was no uniform 
means for providing benefits in a stable tax environment that 
would be applicable acroSS jurisdictional borders. 
0.011 Currently, only a few MNEs have addressed these 
issues to any great extent. In doing So, there have been 
programs designed for each Specific type of international 
employee and each host country in which they work. Con 
sequently, some MNEs may have as many a 100 different 
benefit plans for their global workforce. The administrative 
burden is overwhelming. Prior to this invention, there was 
no uniform means for providing a single-Source benefit 
program that could provide multi-jurisdictional benefits. 
0012. The intent of this invention is to provide equivalent 
benefits. It is important to understand that equivalent ben 
efits means “equitable” benefits, but does not have to be the 
“Same' benefits. To further explain, foreign employees do 
not need to participate in a U.S. 401(k) plan, as long as the 
distribution from their replacement plan provides the same 
economic benefit as their U.S. peers. 
0013 To design a multi-jurisdictional replacement ben 
efit plan is largely dependent on the tax laws of the host 
jurisdiction within which the benefitted employee is the 
taxed entity. Generally, foreign jurisdictions are either com 
mon law or civil law entities. Civil law is based on the 
court's interpretation of the law as written, whereas each 
court decision adds to the body of law in a common law 
System. In either System, individual taxable income is based 
on any one or more of the following factors: 

0014) 1. Tax residency 

0015 2. Remittance of income into the country 

0016 3. Economic benefit enjoyed by the individual 

0017. 4. Benefits-in-kind 
0018 5. Constructive receipt of the income 

0019. 6. Income effectively connected with the 
country (foreign Sourcing) 

0020 7. Income for services provided in the country. 

0021 Traditional devices, such as the 401(k), deferred 
compensation and Split-dollar executive life insurance plans, 
depend on Special provisions in the U.S. tax law, which do 
not exist in foreign jurisdictions. Whereas an U.S. employee 
is allowed to elect to defer income not yet received without 
being in constructive receipt of the income, foreign juris 
dictions consider the right to defer the Same as constructive 
receipt and tax a deferral as income. Likewise, premiums 
paid on behalf of the employee for a split-dollar program 
(ELIP) may be taxed as benefits in kind. Although elective 
deferred compensation plans may be recognized by a few 
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foreign jurisdictions, they generally require a more Severe 
risk of forfeiture than acceptable in U.S. plans. 
0022. In addition, any items of compensation attached to 
the international employee become Subject to foreign Social 
insurance costs, which in most cases are materially signifi 
cant. So, it is also important to attempt to reclassify any 
replacement benefits as non-income, as well as non-taxable. 
0023. In general, employee benefits can be classified in 
three ways-(1) risk-shifting plans, Such as life, health and 
disability insurance, (2) accumulation plans, Such as retire 
ment plans, and (3) income deferral plans, Such as non 
qualified deferred compensation. Prior to this invention, 
compensation techniques, Such as assignment-completion 
bonuses, were the predominant tax avoidance Strategy 
employed by consultants. However, these bonuses are being 
Viewed by foreign tax entities as compensation related to 
Services provided in the host country and Subject to tax 
through the application of both “attribution” and “look 
back” rules. To provide replacement benefits utilizes risk 
shifting and accumulation Strategies, Since the employee's 
right to defer income is considered constructive receipt by 
most foreign jurisdictions and therefore, Subject to tax. 
0024. The number of companies globalizing is increas 
ing. Yet, the Systems for Supporting an international work 
force are generally not adequate and Sometimes obsolete. 
There is a limited number of consulting firms able to provide 
advice to MNEs and even less time to perform the myriad of 
functions necessary to Support a global workforce. There are 
tremendous pressures to reduce costs, while at the same time 
improve performance. Consequently, the development and 
providing of State-of-the-art global benefits programs have 
been given a higher priority than ever before. 
0025. Meanwhile, MNEs are seeking the ability to pro 
vide equitable cross-border benefits to their global employ 
ees, and therefore, consultants are anxiously Seeking pro 
viders who can Supply global benefit Solutions. Yet, to date, 
no one has dedicated the time and resources to developing 
the complex Structures needed to provide global benefit 
plans. Prior to this invention, products and Support programs 
for global benefit plans did not exist. 
0026. While there does exist a few providers who offer 
global health plans and group life, health and disability 
insurance plans, there are no providers of replacement 
benefits. In addition, there are considerable efforts being 
made to introduce defined contribution plans into Europe. 
Legislative changes are slow, especially in those countries 
where the Social insurance programs are the Strongest. 
Europe and the Far East are Seeking an easy-to-implement 
defined contribution Solution. Prior to this invention, there 
was no plan that could meet their needs. 
0027 Self-Employed Individuals and Consultants. The 
need for replacement benefits is not limited to employees 
and executives of multi-national corporations. In the global 
Workplace, an increasing number of individuals are working 
as consultants or starting their own companies. Prior to this 
invention, there was no single Source for these individuals to 
obtain the benefit plans they needed. 
0028 Individual Financial Services. Since replacement 
benefit plans are financial by nature, they affect every aspect 
of an individual’s financial affairs. Therefore, prior to the 
present invention, replacement benefits have not been inte 
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grated with other financial Services that might be needed by 
the plan participant. The Services that this invention inte 
grates include, but are not limited to, banking Services, 
investment Services, financial planning Services, estate plan 
ning Services, relocation Services, and other Such Services. 
0029 Assumption of Benefit Liability. In accounting for 
benefit plans, the benefits owed to the plan participants are 
considered liabilities on the company's balance sheet, and 
the annual increase in the benefit liability has a negative 
impact on the company's earnings Statement for the period 
in which the increase occurs. Consequently, the company's 
benefit plans can have an unfavorable impact on the finan 
cial welfare of a company independent of Sales, production 
and/or operations. Company management would like to be 
able to be able to completely out-source the benefit liabilities 
to relieve the company of the financial impact, as well as the 
administrative burden of providing Services that are outside 
of the company's business. Until this invention, there was no 
means for the assumption of the benefit liability. 

IV. SUMMARY OF THE INVENTION 

0030 A. Objects 
0.031 Thus, an object of the invention for which a patent 
is Sought is overcoming Some or all of the drawbacks 
indicated herein by digital electrical computerized means or 
at least partially by machine. 
0032. It is a more particular object of the present inven 
tion to provide an apparatus and method for using a digital 
electrical computer System to process digital electrical Sig 
nals to illustrate a replacement of a benefit plan. 
0033. It is a more particular object of the present inven 
tion to provide an apparatus and method for using a digital 
electrical computer System to process digital electrical Sig 
nals to illustrate a benefit plan that is viable at one location 
but not viable at the replacement plan location. 
0034. It is a more particular object of the present inven 
tion to provide an apparatus and method for using a digital 
electrical computer System to process the input data into the 
output data, the output data corresponding to characteristics 
for a replacement of the benefit plan that is viable at the 
replacement plan location. 
0035) It is still another object of the present invention to 
provide an apparatus and method for using at least one, and 
preferably a plurality, of digital electrical computer Systems 
to proceSS digital electrical Signals in Support and imple 
mentation of the replacement plan, especially including 
computerized or computer-aided generation of all documen 
tation involved in illustrating, Supporting, and implementing 
the replacement plan. 

0036. It is yet another object of the present invention to 
provide an apparatus and method for using at least one, and 
preferably a plurality, of digital electrical computer Systems 
to process digital electrical signals in an electronic commu 
nity of related Services (as discussed hereinafter) distin 
guished by Virtue of the replacement plan or participation 
therein. 

0037 B. Summary 
0.038. To meet these and other objects apparent from this 
document as a whole, the inventor herein has made a first 
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innovation in the field of compensation and particularly in 
benefits that has created a need for a Second innovation in 
the field of computer Science, the latter being the Subject of 
this patent application. The invention for which a patent is 
Sought in overcoming Some or all of the drawbacks indicated 
herein is an apparatus (machine), method of making the 
machine and products produced thereby, method of using the 
machine, article of manufacture, necessary intermediates 
including data Structures, collectively referenced herein as 
the method. The method is implemented with a machine 
comprising a digital electrical computer having a processor 
programmed for electrically processing input data into out 
put data, the computer electrically connected to an input 
device and to an output device, for illustrating a replacement 
of a benefit plan. Preferably, the method is carried out 
including the Steps of entering information defining a 
benefit plan that is viable at one location but not viable at the 
location of the replacement plan, to convert the information 
into a portion of the input data that is electrically conveyed 
to the digital electrical computer for processing; engaging 
the digital electrical computer for the processing of the input 
data into the output data, the output data corresponding to 
characteristics for a replacement of the benefit plan that is 
viable at the replacement plan's location; and generating an 
illustration of the replacement at the output device. The 
foregoing can be carried out further including the Step of 
computer-assisted administering of the replacement in 
accordance with the illustration and/or further including the 
Step of computer-assisted accounting of payments for the 
replacement in accordance with the administrating and/or 
further including the step of computer-assisted trust account 
ing for the replacement in accordance with the administrat 
Ing. 

0039. In any of the foregoing, the step of computer 
assisted trust accounting for the replacement in accordance 
with the administrating can include the Step of computer 
assisted trust accounting for an unfunded deferred tax plan 
trust, and/or can include the Step of computer-assisted trust 
accounting for a funded current tax immediate-Vesting plan 
trust, and/or can include the Step of computer-assisted trust 
accounting for a funded deferred tax deferred-vesting plan 
trust, and/or can include the Step of computer-assisted trust 
accounting for a funded 83(b) election, deferred tax 
deferred-vesting plan trust, and/or can include the Step of 
computer-assisted trust accounting for a plurality of trusts 
for plans from at least two of the group: unfunded deferred 
tax plan; funded current tax immediate-Vesting, funded 
83(b) election, deferred tax deferred-vesting plan trust; and 
funded deferred tax deferred-vesting. Similarly, any variant 
of the foregoing can further include the Step of computer 
assisted policy administration for funding for the replace 
ment in accordance with the trust accounting, and/or com 
puter-assisted calculating of net asset accumulation of the 
funding for the replacement for reporting and in accordance 
with the policy administration, and/or computer-assisted 
reinsurance administration for the policy in accordance with 
the policy administration, and/or computer-assisted reinsur 
ance administration for the policy in accordance with the 
policy administration. 
0040 Likewise, in any variation of the foregoing, the step 
of engaging the digital electrical computer for the processing 
of the input data into the output data, the output data 
corresponding to characteristics for a replacement for the 
benefit plan that is viable at the replacement plans location, 
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can include engaging the digital electrical computer for the 
processing of the input data into the output data, the output 
data corresponding to characteristics for a cost-reduction 
profit sharing replacement for the benefit plan, correspond 
ing to characteristics for a Synthetic defined contribution 
plan as the replacement for the benefit plan, corresponding 
to characteristics for a Stock option Substitute as the replace 
ment for the benefit plan, corresponding to characteristics 
for a pension gap Supplement as the replacement for the 
benefit plan, corresponding to characteristics for a Voluntary 
contribution as the replacement for the benefit plan, corre 
sponding to characteristics for an employer Supplemental 
contribution as the replacement for the benefit plan, corre 
sponding to characteristics for a plan covering at least one of 
health, life, and disability as the replacement for the benefit 
plan, corresponding to characteristics for the replacement 
for a retirement plan as the benefit plan, corresponding to 
characteristics for the replacement for a deferred compen 
sation plan as the benefit plan, characteristics for the replace 
ment for an incentive plan as the benefit plan, and/or 
characteristics for the replacement for a retirement plan as 
the benefit plan. 
0041 Moreover, in the foregoing variants, the step of 
computer-assisted trust accounting for the replacement in 
accordance with the administrating can include accounting 
for a trust investment, accounting for a loan Secured by 
non-trust funds, and/or accounting for interim distributions 
of trust funds. 

0.042 Additionally, any such variants can be carried out 
as further including providing Internet-based computerized 
banking Services in response to data communicated over the 
Internet to a banking Service computer, the data confirming 
an identity for an employee receiving the replacement. 
0043. It is especially preferred that any of the foregoing 
be carried out by further including providing Internet-based 
computerized investment Service in response to data com 
municated over the Internet to an investment Service com 
puter, the data confirming an identity for an employee 
receiving the replacement, further including providing Inter 
net-based computerized financial planning Service in 
response to data communicated over the Internet to a finan 
cial planning Service computer, the data confirming an 
identity for an employee receiving the replacement, further 
including providing Internet-based computerized relocation 
Service in response to data communicated over the Internet 
to a relocation Service computer, the data confirming an 
identity for an employee receiving the replacement, further 
including providing Internet-based computerized estate 
planning Service in response to data communicated over the 
Internet to an estate planning Service computer, the data 
confirming an identity for an employee receiving the 
replacement. 

V. BRIEF DESCRIPTION OF THE DRAWINGS 

0044 FIG. 1 is a representation of a computer system, 
particularly illustrating Suitable hardware for the present 
invention; 
004.5 FIG. 2 is an overview of the present invention, 
particularly illustrating cooperation of elements of the 
present invention; 
0.046 FIG. 3 is a logic flow diagram for the illustrating 
an overview for the present invention; 
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0047 FIG. 4 is a diagram of a benefit plan menu for the 
present invention; 
0048 FIG. 5 is a logic flow diagram for valuing a benefit 
plan that is in place until maturity; 
0049 FIG. 6 is a logic flow diagram for valuing a benefit 
plan that is not continuously in place until maturity; 
0050 FIG. 7 is a diagram of a replacement plan menu for 
the present invention; 
0051 FIG. 8 is a logic flow diagram of generating 
replacement plan characteristics, 
0.052 FIG. 9 is a overview logic flow diagram for 
administering the replacement plan; 
0053 FIG. 10 is a logic flow diagram of the replacement 
plan participant's transactions affecting the replacement 
plan administering, 
0054 FIG. 11 is a logic flow diagram of the replacement 
plan Sponsor's transactions affecting the replacement plan 
administering, 
0055 FIG. 12 is a logic flow diagram of the replacement 
plan funding transactions affecting the replacement plan 
administering, 
0056 FIG. 13 is a logic flow diagram of inputting the 
participant's data into the replacement plan administering, 
0057 FIG. 14 is a diagram of an output report menu for 
the replacement plan administering; 
0058 FIG. 15 is a logic flow diagram for accounting for 
the replacement plan by the plan Sponsor; 
0059 FIG. 16 is a logic flow diagram for the system used 
to market the replacement plan; 
0060 FIG. 17 shows FIGS. 17A and 17B; 
0061 FIG. 17A is a logic flow diagram for providing 
additional Services to the replacement plan participants via 
the Internet and other electronic and non-electronic net 
Works, 
0062 FIG. 17B is a logic flow diagram for providing 
additional Services to the replacement plan participants via 
the Internet and other electronic and non-electronic net 
Works, 
0063 FIG. 18 is a logic flow diagram for a consultants 
computer System used to provide replacement plan consult 
ing to plan Sponsors and participants, 
0064 FIG. 19 is a logic flow diagram for managing 
investment funds of the replacement plan by independent 
money managers and/or investment Sub-advisers, 
0065 FIG. 20 is a logic flow diagram for valuing the 
assets held in the investment accounts, 
0066 FIG. 21 is an overview logic flow diagram for the 
administering of a life insurance policy for use in a replace 
ment plan; 
0067 FIG.22 is a logic flow diagram for valuing the life 
insurance policy for administering purposes, 
0068 FIG. 23 is a logic flow diagram for valuing the life 
insurance policy’s Deferred Acquisition Costs (DAC) 
receivable account for administering purposes, 
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0069 FIG. 24 is a logic flow diagram valuing the life 
insurance policy's Mortality Reserve for administering pur 
pOSes, 

0070 FIG.25 is a logic flow diagram for valuing the life 
Net Premium for life insurance administering purposes, 
0071 FIG. 26 is a logic flow diagram for valuing the life 
insurance policy’s Cost of Insurance (COI) for administer 
ing purposes; 
0.072 FIG. 27 is a logic flow diagram for valuing the life 
insurance policy’s Mortality and Expense Risk (M&E) 
charge for administering purposes, 
0073 FIG. 28 is a logic flow diagram for valuing the life 
insurance policy’s Investment Management (IM) fees for 
administering purposes, 
0.074 FIG. 29 is a logic flow diagram for valuing the 
investment income used in determining the life insurance 
policy value for administering purposes, 
0075 FIG. 30 is a logic flow diagram for valuing the net 

liability transferred from the life insurance carrier to the 
reinsurance facility for administering purposes, 
0.076 FIG. 31 is a logic flow diagram for the payment of 

life insurance death claims for administering purposes, 
0077 FIG. 32 is a overview logic flow diagram for the 
accounting of the benefits master trust for the administering 
of the replacement plan funding assets, 
0078 FIG. 33 is a logic flow diagram for administering 
the accounting for the unfunded Sub-trust for the adminis 
tering of the replacement plan funding assets, 
007.9 FIG. 34 is a logic flow diagram for administering 
the accounting for the funded, participant owned Sub-trust 
for the administering of the replacement plan funding assets, 
0080 FIG. 35 is a logic flow diagram for administering 
the accounting for the funded vesting Sub-trust for the 
administering of the replacement plan funding assets, 
0.081 FIG. 36 is a logic flow diagram for administering 
the accounting for the funded, currently taxable, Vesting 
Sub-trust for the administering of the replacement plan 
funding assets, 
0082 FIG. 37 is a logic flow diagram for accounting for 
the revenue generated from the replacement plan. 

VI. DETAILED DESCRIPTION OF THE 
DRAWINGS 

0.083 FIG. 1 shows, in block diagram form, the com 
puter-based elements that can be utilized to implement the 
present invention. The present invention involves computer 
System 1, which encompasses processor circuitry 3 in a 
digital electrical computer 2. For flexibility, it is preferable 
to have the processor circuitry 3 formed by means of a 
computer program programming programmable circuitry, 
i.e., programming the computer (microprocessor, Such as 
one of the Pentium Series). The programming can be carried 
out with a computer program (or programs) 4, which for 
flexibility should be in the form of software stored in an 
external memory 5, Such as a diskette, hard disk, Virtual disk, 
or the like form of an article of manufacture. (The virtual 
disk is actually an extended internal memory 5 that may 
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assist in Speeding up computing.) A diskette approach is 
optional, but it does provide a useful facility for inputting or 
Storing data Structures that are a product produced by the 
host Software, as well as for inputting a Software embodi 
ment of the present invention. Of course, Storing the com 
puter programs 4 in a Software medium is optional because 
the same result can be obtained by replacing the computer 
programs in a Software medium with a hardware Storage 
device, e.g., by burning the computer programs 4 into a 
ROM to form a specific hardware embodiment, using con 
ventional techniques to convert Software into an ASIC or 
FPGA, etc., as would be understood by one having a 
modicum of skill in the arts of computer Science and 
electrical engineering. (It is well known in the art of com 
puter Science that it is a trivial technical exercise to go from 
hardware to Software or Vice versa. See, for example, James 
R. Goodman, Todd E. Marlette, and Peter K. Trzyna, “The 
Alappat Standard for Determining That Programmed Com 
puters are Patentable Subject Matter,” J.P.T.O.S. October 
1994, Volume 76, No. 10, pages 771-786, and James R. 
Goodman, Todd E. Marlette, and Peter K. Trzyna, “Toward 
a Fact-based Standard for Determining Whether Pro 
grammed Computers are Patentable Subject Matter.” 
J.P.T.O.S. May 1995, Vol. 77, No. 5, pages 353–367, both of 
which are incorporated by reference.) In this regard, it 
should also be noted that "input' can include inputting data 
for processing by the computer program 4 or inputting via a 
portion of the computer program 4 code itself. Likewise, 
computer System 1 contemplates implementations in one or 
a plurality of computers, which could be in a distributed 
network or even unconnected but operated to carry out the 
invention as a whole. 

0084. An internal memory 6 works in cooperation with 
the external memory 5. An input device 7 could be a 
keyboard or equivalent means for a user to input the data 
discussed below. A visual display unit 8 can be employed for 
a visual representation, and a printing device 9 can be 
employed for producing hard copy documentation output 
10. Note that output electrical data corresponding to output 
10 can also be stored to memory 5. 
0085 For such an embodiment, the following specifica 
tion should operate satisfactorily: an IBM or compatible PC 
(type XT or upwards) computer with a Pentium 2 or higher 
processor, having at least 20 Meg of memory (RAM). The 
environment/operating system could be MS-DOS/PC-DOS 
(or equivalent) version 3.0 or later. A numeric (math) 
co-processor is also advantageous in Speeding up computing 
times, as is an extended memory. Alternatively, a Windows 
implementation could be used. The input device 7 can be any 
ANSI standard terminal, and the visual display unit 8 can be 
a Trinatron color monitor. 

0086 Still other alternatives include optionally using a 
network 18, Such as a telecommunications, Internet, or 
intranet network, in facilitating other computers 11 to coop 
erate. Such cooperation can also involve communicating by 
a computer-to-computer communications device (e.g., a 
modem). However, a mini-computer or a mainframe System, 
or the like could be employed. With such larger scale 
approaches, the external memory 5 could be a tape or a CD 
ROM for data retrieval. A VAX or MicroVAX system 
running VMS 5.0 or later is an acceptable approach. 
0087 AS indicated above, an embodiment could also be 
carried out in hardware, though this is not recommended as 
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it is an inflexible approach. Accordingly, a hardware imple 
mentation is described here for exemplary purposes. Of 
course it is well known that a computer program can be 
Stored in hardware by many approaches, not the least of 
which is burning it into a ROM. More Sophisticated than 
burning a ROM, but also entirely conventional, is to use 
techniques to translate the computer program 6 into an ASIC 
or a chip that will carry out the invention in an equivalent 
manner, and if fact with equivalent circuitry to that formed 
by programming programmable computer circuitry. It is all 
just digital electrical circuitry processing digital electrical 
Signals, transforming them to output different electrical 
Signals. 
0088. The present invention can best be implemented by 
utilizing a database 13 of files (or an equivalent, e.g., 
records, a relational database, etc.) pertaining to insurance 
documentation data for processing as discussed herein. In 
FIG. 1, a dotted line between database 13 and computer 
program 4 is to illustrate that the computer program 4 code 
can be used to convey data to database 13, though this is not 
a particularly flexible approach. In any case, Such data can 
be obtained from data input at the input device 7, which 
converts the respective input data into respective electrical 
Signals for handling by the digital electrical computer 2, and 
processor 3, including Storing the respective digital electri 
cal signals in the memories 5 and 6. Output electrical data, 
in the form of digital electrical Signals, is generated by the 
processor 3 processing the input electrical data in a manner 
Specified by the executable computer program 4 to generate 
(at printing device 9) documentation 10, including Such 
documents as insurance and illustration documentation, 
forms corresponding to the benefits, and the like. 
0089. There can be five basic types of file or data stored 
in the external memory 5: 

0090) 1. The main program file (i.e., computer pro 
gram 4). 

0091) 2. Local files 14 (files specific to a particular 
user and not available to other users). These include 
files describing the configuration of the user's pre 
ferred output format, private dictionary files, input 
and output files generated by the user, etc. 

0092) 3. Data files 15 local to a user, which in a 
Single computer System, can include the main data 
base file. 

0093 4. User utilities 16, which assist in customiz 
ing reference files and in the creation of private 
dictionaries. 

0094) 5. Reference files 17, which are accessible to 
all users (e.g., users of other computers 18) and 
include The standard (or “public”) dictionary files, 
files containing the menus, error and information 
messages and prompts. Of course, if the invention is 
carried out with one computer and used by one user, 
reference files 17 are kept along with local files 14. 
In any case, a user should have access to the files that 
include a machine-readable version of the above 
referenced documentation 10. 

0.095 The programmed processor circuitry 3 uses the 
electronic contents of Database 13, including files 14-17, 
which represent Some or all of the data input by the user to 
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produce output data in a digital electrical form of a String of 
bits which correspond to processed data. The processor 
circuitry 3 carries out its operations by using at least one 
"filter', which can be characterized as an analysis or process 
restricted by a precise definition implemented by the pro 
cessor circuitry 3. Elements of the definition can be char 
acterized by at least one logical operator or operand to 
indicate the precise definition or process to be carried out, 
e.g., whether the union or interSection of two elements or the 
complement of an element is required. The term “filter' is 
also applied to the process of applying this definition to 
change, create, or generate, or exclude data other than that 
defined from Subsequent processing. 

0096. This invention can also be implemented by utiliz 
ing at least one pointer to insert a computed piece of data or 
text into other text and formatted to produce the above 
referenced documentation 10. Alternatively, a plurality of 
pointers can be logically linked So that the output electrical 
data can be inserted in a plurality of locations in the 
aforementioned documentation 10. The computer program 4 
controlling the digital electrical computer 2 checks for the 
pointer(s) to ascertain whether any electrical output data 
should be inserted in generating the documentation 10. This 
is preferable to an approach of doing the computing 
described in the Subsequent figures. 

0097. For the sake of brevity, it should be understood that 
the foregoing detailed depiction of items 2-18 in FIG. 1 are 
also representative of the details of other computerS 11 
mentioned herein, including Replacement Plan Administer 
ing Computer 20, Accounting Computer 22, Master Trust 
Accounting Computer 24, Life Insurance Policy Adminis 
tering Computer 26, ASSets Value Calculating Computer 28, 
Trust Funds Investment Manager Computer 30, Banking 
Services Computer 32, Investment Services Computer 34, 
Relocation Services Computer 38, Estate Planning Services 
Computer 40, Other Services Computer(s) 41, administrat 
ing computers for sub-trusts 42-49, Marketing Computer 50, 
Reinsurance Company Computer 60, Off-shore Payroll 
Accounting Computer 62, Participant's Computer 68, Con 
Sultant's Computer 64, Compliance Computer 66, Case 
Study and Sensitivity Computer 70, Revenue Accounting 
Computer 72, etc. as set forth hereinafter and illustrated in 
FIG. 2. Each of other computers 11 can have analogous 
components to those encompassed in items 2-18 in FIG. 1, 
and that the other computerS 11 can communicate via the 
computer-to-computer communication device 12, Such as a 
modem, and the network 18, Such as the Internet, or tele 
phone or the like, connecting the computer's respective 
input devices. More particularly in FIG. 2, a representation 
of the overall functioning System for the invention is illus 
trated. The logic for System 1 can involve at least two 
alternative approaches. Either the logic is initiated by a 
consultant acting on behalf of a plan Sponsor or by the plan 
sponsor directly. The System 1 works equally well under 
both approaches. 

0098 Considering the first alternative, the process begins 
with input from the via Consultant's Computer 64, which 
may be used in Supporting and automating the consulting 
Services related to this invention. The input data can include 
a request for a comparative Study for providing equivalent 
benefits for the consultant's client. The Consultant's Com 
puter 64 can identify the plans(s) to be illustrated and 
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replaced. The necessary plan Sponsor and participants data 
can also be transmitted or otherwise communicated. 

0099] The Consultant's Computer 64 receives data from 
a Compliance Computer 66, which may provide accounting, 
legal and/or tax information, possibly from a database or 
network, for the United States and the various foreign 
jurisdictions in which their clients can desire replacement 
plans. The compliance information is used by the consultant 
to perform due diligence on the replacement plan illustrated 
by this invention. 
0100. The Central Computer 2 uses the data input from 
the Consultant's Computer 64 to prepare the comparative 
illustration of the current and replacement plans, which can 
be transmitted to a Marketing Computer 50, for the prepa 
ration of a marketing presentation for use by the consultant. 
The consultant may also prepare case Studies or Sensitivity 
analyses (a plurality of documents collectively showing the 
ramifications of a change in performance, an analytic 
assumption, or a target for the replacement) for clients 
inputting the illustrations provided into the Case Study and 
Sensitivity Computer 70. The Central Computer 2 can also 
provide new illustrations for those Studies and analyses 
through the Marketing Computer 50. 

0101. In FIG. 2, a representation is shown for generating 
a study of a benefit plan for international employees of an 
outsourced client. The general idea involves processing 
input information to produce output digital signals corre 
sponding to characteristics for a benefit plan that is viable at 
one location, but not viable at a location of the benefit; 
communicating the characteristics to an International 
Human Rresource OutSourcing Computer 65; and generat 
ing, with the computer, a Study showing the benefit plan for 
the international employees of the outsourced client. 
Embodiments can involve a benefit plan where none previ 
ously existed or with a replacement benefit plan as the 
benefit plan. 
0102) The logic for System 1 can be initiated by an 
International Human Resource Outsourcing firm (i.e., third 
party administrator) acting on behalf of the plan sponsor. 
Multi-national employers are increasingly hiring indepen 
dent third-party administrative firms to assume responsibil 
ity for the daily administration of their international employ 
ees, who are globally mobile, including expatriates, third 
country nationals, globalists, and certain key local 
employees. The international human resources outsourcing 
firms handle all functions dealing with these globally mobile 
employees, including their benefit plans. 

0103) The process can involve input from the Interna 
tional Human Resource Outsourcing Computer 65, which 
may be used in Supporting and automating the third-party 
administrative Services for international employees of multi 
national clients related to this invention. The input data can 
include a request for a comparative Study for providing 
equivalent benefits for the international human resources 
outsourcer's client(s). The international human resources 
outsourcing Computer 65 can identify the plan(s) to be 
illustrated and/or replaced. The necessary plan Sponsor and 
participants data can also be transmitted or otherwise 
communicated. 

0104. The International Human Resources Outsourcing 
Computer 65 receives data from a Compliance Computer 
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66, which may provide accounting, legal and/or tax infor 
mation, possibly from a database or network, for the United 
States and the various foreign jurisdictions in which their 
clients can desire replacement plans. The compliance infor 
mation is used by the consultant to perform due diligence on 
the replacement plan illustrated by this invention. 

0105 The Central Computer 2 uses the data input from 
the International Human Resources Outsourcing Computer 
65 to prepare the illustration of a benefit plan that is viable 
at one location, but not viable at the location of the illus 
trated benefit plan, which can be transmitted to a Marketing 
Computer 50, for the preparation of a marketing presenta 
tion for use by the international human resources outsourc 
ing firm. The international human resources outsourcing 
firm may also prepare case Studies or Sensitivity analyses for 
clients inputting the illustrations provided into the Case 
Study and Sensitivity Computer 70. The Central Computer 
2 can also provide new illustrations for those Studies and 
analyses through the Marketing Computer 50. 

0106 A comparative study could include the illustration 
of a benefit plan, including its economics to the participant 
and the plans Sponsor, the costs of implementation and 
administration, the investment options and their perfor 
mance characteristics, and any other factors that the inter 
national human resources outsourcing firms might want to 
consider when making a decision regarding the design, 
implementation and administration of a global benefit plan 
and/or a replacement plan. 

0107 When a Plan Sponsor initiates the process directly, 
the U.S. Plan Sponsor Computer 22, requests the compara 
tive analysis and provides the needed data. The comparative 
illustrations are sent to the Marketing Computer 50, and 
packaged for transmission to the plan sponsor through the 
Central Computer 2. The Marketing Computer 50 provides 
case Study and Sensitivity analysis. 

0108. The Plan Sponsor may be an off-shore employer, 
which is related to a domestic employer, or totally indepen 
dent, Such as a non-U.S. company. The off-shore plan 
Sponsor may transmit data to the Central Computer 2 from 
its Payroll Accounting Computer 62 with the same results as 
previously described for the consultant and domestic plan 
Sponsors. 

0109. Once the plan sponsor accepts the replacement 
plan, data is transmitted from the Central Computer 2, the 
Marketing Computer 50, and the consultant's Computer 64, 
to the Replacement Plan Administering Computer 20. The 
Replacement Plan Administering Computer 20 prepares 
participant enrollment kits and the plan Sponsor administra 
tive guide, as well as providing on-going plan administra 
tion. AS part of the administering, the Replacement Plan 
Administering Computer 20 also tracks benefit liabilities 
and issues benefit payment checks directly to either the plan 
participant or to the plan Sponsor for further distribution to 
the plan participant. 
0110. The Replacement Plan Administering Computer 
20, transfers data to the Master Trust Accounting Computer 
26, which matches the benefit liabilities against the plan 
assets held in trust. The Master Trust Accounting Computer 
26 is used to administer the trust document Supporting the 
replacement plan and authorizes benefit payments, which 
can also include premature distributions of assets through 
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trigger devices, Secured loans, and/or interim distributions. 
The Replacement Plan Administering Computer 20, identi 
fies the event and initiates the payment through transmis 
sions to the Master Trust Accounting Computer 24, which 
verifies the event and authorizes the Replacement Plan 
Administering Computer 20 to make the payment. 
0111. The Master Trust Accounting Computer 24 
accounts for the co-mingled assets of four or more Sub-trusts 
that Support Specific replacement plans. The Master Trust 
Accounting Computer 24 can Support multiple Sub-trusts, 
based on plan Specifics. Sub-Trust A is an administering 
computer 42 for an unfunded, deferred tax trust with Sub 
stantial risk of forfeiture. Sub-Trust B is an administering 
computer 44 for a funded, taxable trust owned by the 
participant with a pay-out Schedule. Sub-Trust C is an 
administering computer 46 for a funded, tax deferred, Stand 
alone trust with a predetermined vesting schedule. Sub-Trust 
D is an administering computer 48 for a funded, taxable, 
Stand-alone trust with a predetermined vesting Schedule. 
Other computers for sub-trusts are illustrated by Block 49, 
may be added as needed. 
0112) If life insurance is used by the trustee as a trust 
investment, the Life Insurance Policy Administering Com 
puter 26 provides the trustee with the policy values, net of 
all expenses and charges, for fiduciary accounting. The Life 
Insurance Policy Administering Computer 26 transferS data 
to the Reinsurance Company Computer 60, for the determi 
nation of the transfer of risk liability between the carrier and 
the reinsurer. The Life Insurance Policy Administering 
Computer 60 also provides life insurance illustrations to the 
Central Computer 2 for the preparation of the comparative 
illustrations. 

0113. The Life Insurance Policy Administering Computer 
26, receives data from the ASSets Value Calculating Com 
puter 28, which determines the net asset value of the actual 
investments held by the money managers. The net asset 
value is used in determining the policy values needed for life 
insurance policy administration. 
0114. The trust assets are actually held and managed by 
investment managers around the world. The Trust Funds 
Investment Manager Computer 30 tracks the custody, cur 
rent market values and allocation of the assets actually held 
by the managers. That data is transferred electronically to 
the Assets Value Calculating Computer 28. 
0115 The Central Digital Computer 2 also passes data to 
financial Services providers computers at the direction of 
participants. The financial Services providers may be 
accessed via the network 12, including the Internet, Intranet, 
telecommunications, facsimile, letter or any other Such 
possible means. The Services include those corresponding to 
Banking Services Computer 32, Investment Services Com 
puter 34, Financial Planning Services Computer 36, Relo 
cation Services Computer 38, Estate Planning Services 
Computer 40, and other such services Computer 41 as need 
evolves. 

0116. The computer system 1 is designed to also provide 
data to and receive data from the replacement plan partici 
pants through their own personal Participant's Computers 
68, via the Network 12. Access is limited by a gateway to the 
Supplemental financial Services, the replacement plan par 
ticipant reports, the input of participant transactions, and 
asset allocation for the participant's liability account only. 
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0117 Representative samples of the system's output 
documents are shown in Specimens 1 to 12, beginning with 
Specimen 1 below. Being only a representation of the actual 
documents that can be produced, the final output reports may 
be different in form, but similar in Substance. 

0118 Turning now to FIG. 3, the central digital Com 
puter 2 is used to generate comparative illustrations analyZ 
ing the replacement plan characteristics in comparison with 
the forfeited benefits not available or viable in the replace 
ment plan's location. As described in FIG. 2, the process is 
initiated by either the consultant or the plan Sponsor. In 
Block 115, the source of the data input is selected. If a 
consultant is Selected, plan Sponsor's data, Block 116, is 
provided by the appropriate Plan Sponsor Computer 22 
and/or 62 to the Consultant's Computer 64, which in turn 
will provide the data, Block 117, to the Central Computer 2. 
Likewise, if the consultant is not Selected, the plan Sponsor's 
data, Block 118, is provided by the Plan Sponsor Computer 
22 and/or 62, which will provide the data directly to the 
Central Computer 2. 

0119 AS requested by the consultant or the plan sponsor, 
the first input item is the current benefit plan information 
100, which is selected from the menu in FIG. 4. The 
Selection would typically be a plan that may not be extended 
to foreign employees, Such as non-qualified deferred com 
pensation, or a plan that is not tax effective overSeas, Such 
as a 401(k) retirement plan. 
0120) The next process step in Block 102 is to value the 
benefit plan if held to maturity and uninterrupted. This 
analysis assumes that the individual is a participant in the 
Selected plan and that particpation will continue until the 
benefit plan matures and distributions made. If the indi 
vidual is not a current participant, the analysis is prepared as 
if the individual is a particpant. For example, a new 
employee being hired to work in Europe may not have the 
opportunity to participate in the U.S. benefit plans, but wants 
an equivalent plan while employed OverSeas. 

0121 Therefore, the illustration is generated as if the 
employee is a participant. 

0122) In Block 104, the current plan is recalculated 
illustrating the effect of not being able to particpate for a 
period of time, Such as an employee on an OverSeas assign 
ment for three years. As in Block 102, if the individual is not 
a current participant, the analysis is prepared as if the 
individual is a particpant, for the same reasons. 

0123. In Block 106, the selected plan variance is calcu 
lated between the illustrations of the plan held to maturity 
and the interrupted plan. That variance represents the lost 
benefit value experienced by the individual as a participant 
or would-be participant. For example, if an individual was 
unable to participate in the company's 401(k) retirement 
plan for the three years while overseas, the value of the plan 
would be reduced by three years of contributions plus the 
lost earnings on those contributions. 

0.124. In Block 108, the replacement plan that is best 
Suited to provide the benefit equivalent to the value of the 
benefit being lost is Selected from the replacement plan 
menu in FIG. 7. These plans are designed to provide an 
equivalent or improved economic benefit to the participant 
when compared to the plan being replaced. 
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0.125. In Block 110, the Central Computer generates the 
characteristics of the replacement plan on a current and 
prospective basis. This analysis is based on the same 
assumptions as the current plans for parity. 

0126. In Block 112, an illustration is generated that 
compares the illustrations generated in Blocks 102, 104, 
106, and 112. This illustration may be presented as a 
Side-by-side illustration or other format, as required. The 
purpose of this illustration is to quantify the ability of the 
replacement plan to meet or exceed the variance identified in 
Block 106. The ability of the replacement plan to provide 
equivalent value to the participant is a dominant goal of this 
invention. 

0127 Specimen 1 is a representative sample of a Partici 
pant Summary Illustration for a Replacement Plan for a U.S. 
401(k) retirement plan. The Participant Summary Illustra 
tion is Supported by Several Schedules that provide the 
analysis necessary to generate the Summary Illustration. For 
a Replacement Plan with multiple participants, each partici 
pant's illustration is aggregated to generate Plan Sponsor 
Illustration, which includes the Supporting Schedules and a 
Plan Sponsor Summary Illustration. The supporting sched 
ules can include the financial impact on the plan sponsor's 
cash flow, earnings Statement, and balance sheet, as well as 
one or more life insurance illustrations. Various Schedules 
can also be combined on one Schedule, Such the Participant 
and Plan Sponsor Summary Illustrations can be combined 
into one Schedule, if preferred. 
0128. In Specimen 1, the participant assumptions used 
are on the first page and the Summary illustration is on the 
Second page. The Supporting Schedules are not included in 
this specimen, Since they follow Standard industry formats 
and can be derived from review of the Summary Illustration. 
The assumptions used include a 45 year old participant, with 
a $100,000.00 current 401(k) balance, making a regular 
S10,000.00 annual contribution, and earning an overall 10% 
rate-of-return on the account. At the beginning of 1999, the 
participant will be assigned to a foreign assignment for five 
years, without the ability to continue to participate in the 
plan sponsor's 401(k) plan, since the plan is not favorably 
taxed in the foreign jurisdiction. Therefore, the plan Sponsor 
has implemented a Replacement Plan to assist the partici 
pant in maintaining an equivalent benefit. To implement the 
Replacement Plan, the participant has negotiated a remu 
neration package that includes a Replacement Plan Benefit 
of S50,000.00, plus earnings, which will be distributed when 
Vested in 20 years. Since the participant has no access to the 
funds (constructive receipt) until the benefit vests, the ben 
efits will not be taxed to the participant until distributed in 
20 years. The plan sponsor will use this invention to fund the 
promised Replacement Plan benefit using a specially 
designed, no-load life insurance product as the investment 
vehicle. 

0129. The sample Summary Illustration in Specimen 1 is 
a typical Side-by-side comparison of the ability of the 
Replacement plan to generate equivalent benefits. Section A 
illustrates the participant's account balance and retirement 
income benefit if the plan could be continued uninterrupted 
by the foreign assignment. Section B illustrates the effects of 
the five-year lapse of participation on the account balance 
and retirement income benefit. Section C illustrates the 
account balance and retirement income benefit of the 
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Replacement Plan. The illustration shows the effect of 
combining the benefits in Section B with the Replacement 
Plan benefits in Section C and compares the combined Net 
Income to the Net Income in Section A. As Specimen 1 
illustrates, the participant's position is improved. 

0.130. In Block 114, the illustration is analyzed for meet 
ing the objectives, and if further analysis is required, the 
process is repeated until the output illustration is Satisfac 
tory, or until all of the desired plan options are illustrated. 
Likewise, if the reillustration is for Sensitivity analysis, 
required by the consultant and/or plan sponsor, additional 
input of the sensitivity parameters is entered into Block 100 
from the Marketing Computer 50 in Block 470, FIG. 16. 

0131 Moving to FIG. 4, the Benefit Plan Menu, Block 
120, is used by the operator to select the current benefit plan 
to be compared and replaced. The menu is expandable and 
can include specific employer plans, as well as generic or 
model plans. For example, a particular plan sponsor may 
want to use the Specific features of the company's non 
qualified deferred compensation plans, rather than a generic 
model that is programed into the computer. The plan Spon 
Sor's plan(s) is downloaded into the Central Computer 2. 
0.132. In Block 122, the Retirement Plans selection 
includes various tax-qualified plans within the main Selec 
tion, including, but not limited to, Defined Benefit plans, 
Such as pension plans, and Defined Contribution plans, Such 
as money purchase plans, profit-sharing plans and the 401(k) 
profit-sharing plan. Also included are exceSS plans and 
restoration plans. Retirement plans can also include other 
types of empolyer-sponsored Savings plans, Such as Simpli 
fied Employer Plan (SEP), as well as individual retirement 
plans, Such as Individual Retirement Accounts and Keogh 
plans. This menu Selection also includes retirement plans of 
non-U.S. companies in foreign jurisdictions. 

0133). In Block 124, the Deferred Compensation Plans 
Selection includes non-qualified deferred compensation 
plans of all types and variations, which are generally clas 
sified as defined contribution plans. AS Such, in most of these 
types of plans, a defined amount, expressed in percentages 
or pecuniary terms, is forgone (deferred) from remuneration 
by the participant. The deferred amount is accounted for by 
the plan Sponsor as a liability and is credited with earnings, 
in accordance with the plan design. The liability is recorded 
on the plan Sponsor's balance sheet, and the earnings cred 
ited to the account are charged against the earnings of the 
plan Sponsor. This menu Selection also includes deferred 
compensation plans of non-U.S. companies in foreign juris 
dictions. 

0.134. In Block 126, the Incentive Plans selection 
includes all forms of incentive plans, including bonus plans, 
Short-term and long-term incentive plans, and management 
incentive plans. The various forms of Stock incentive plans 
are also part of this menu Selection. Incentive Stock plans 
include qualified and non-qualified Stock option grants, 
Stock appreciation rights (SARS), phathom stock plans, and 
other forms of Stock incentive plans. This menu Selection 
also includes Stock participation plans of non-U.S. compa 
nies in foreign jurisdictions. 

0135) In Block 128, the Social Insurance Plans selection 
includes all forms of government sponsored Social insurance 
programs. For the U.S., this menu Selection includes Social 
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Security and its related programs of retirement, death, 
disability and medical insurance coverages. For foreign 
jurisdictions, this menu Selection includes the government 
Sponsored programs Specific to the jurisdiction. 

0136. In Block 130, the menu selection non-qualified 
defined benefit plans, Such as a Supplemental Executive 
Retirement Plan (SERP), which pays an executive a supple 
mental retirement income at retirement. This menu Selection 
also includes other forms of Salary continuation plans and 
management Supplemental retirement benefit plans. In addi 
tion, this menu Selection includes non-qualified defined 
benefit plans of non-U.S. companies in foreign jurisdictions. 
0.137 In Block 132, the menu selection allows for expan 
Sion to include other types of benefit plans that might be 
found in the U.S. and foreign jurisdictons. 
0138 Turning now to FIG. 5, the illustration for the 
current benefit plan active until maturity is formulated. the 
logic proceeds with Block 138, which receives the Partici 
pants' Data from the data input used to generate the Replace 
ment Plan Characteristics in Block 228, FIG. 8. 
0.139. The logic continues in Block 140, which receives 
input from the participants data of each participants iden 
tification in either numeric or alphabetic form. If there is 
more than one participant to be included, a census may be 
inputted. If a participant census is not available, the partici 
pants are grouped by age cells based on agreed upon 
assumptions provided by the consultant or plan sponsor. 
Obtaining the participant population data is important to this 
proceSS. 

0140. The logic proceeds in Block 142, which receives an 
input from the participants data of the amount of money for 
each participants contribution, Such as the participants 
present contribution to the benefit plan to be replaced. If the 
replacement is not for a present benefit of the participant, but 
rather is a replacement for a hypothetical benefit that the 
participant could have had had he or she been employed at 
a location where the benefit plan is viable, a hypothetical 
contribution can be entered to provide a reference. For 
example, a maximum contribution for a 401(k) defined 
contribution profit sharing plan is S10,000 per year, and 
assuming that the participant earns an income Sufficient to 
qualify for the maximum, this maximum amount can be 
entered at Block 142. 

0141 Block 144 receives input from the participants 
data of the amount of money equivalent to the current 
account value of the benefit being replaced. For a benefit that 
does not exist for the participant, the entry can be Zero. 
However, for example, for an existing 401(k) with a current 
total value of S50,000, and a vested value of S40,000, the 
entry can be the S50,000. For a defined benefit plan with an 
accrued benefit of S4,000 per year and a projected benefit of 
S10,000 per year for a long term, the later is used for a long 
term analysis, and the former is used for a current analysis. 
0142 Block 146 receives input from the participants 
data of each participants current age. Optionally the current 
age, age at end of year, or nearest birthday may be used. 
Block 148 receives input from the participants’ data of each 
participants assumed age at the plan's expected distribution 
date, which can optionally be defined by the benefit plan 
being replaced. If no plan exists, a distribution age declared 
by the participant or by law can be used. For example, if the 
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benefit plan is a pension plan having a normal retirement age 
of 65, then 65 is entered in block 148. 
0.143 Block 150 receives input from the participants 
data of each participant's assumed life expectancy. The input 
is based on the participant's personal planning assumptions, 
assumptions provided by the plan Sponsor or actuarial 
tables. For example, if the plan Sponsor desires to use a life 
expectancy of age 90, then age 90 is entered. Block 152 
receives input from the participants’ data of the assumed rate 
of return for the current benefit plan. The rate of return is 
either the actual historical life of plan rate of return or an 
assumed rate of return provided by either the participant or 
the plan Sponsor. Where a current plan does not exist, the 
participant or plan Sponsor will provide an assumed rate of 
return. For example, if a participant's 401(k) has yielded an 
average annual total return of 10%, then 10% will be 
entered. Comparatively, if a defined benefit pension plan 
benefit is projected using an actuarial calculation based on 
an 8% rate of return, the 8% is entered. 
0144. Block 154 receives input from the participants 
data of the benefit payment option to be illustrated. Gener 
ally, the choices will be between a lump Sum payment at the 
inputted distribution age and an annuity payment beginning 
at the inputted distribution age and ending at the life 
expectancy input. Block 156 receives an input of the Block 
154 entry. If a lump sum payment is entered, Block 158 will 
calculate the amount of the lump Sum amount to be paid at 
the inputted distribution age. The calculation is performed 
by executing an equation that uses the principal of com 
pound interest applied to the existing balance and continuing 
contribution from the participants current age to the age at 
distribution. If an annuity payment is entered, Block 160 
will calculate the amount of the lump Sum, using the same 
method as previously described, and convert it into an 
annuity, based on tables in the program. 
0145 Turning now to FIG. 6, the illustration for the 
current benefit plan, which is not active until maturity, is 
formulated. The logic proceeds with Block 168, which 
receives the Participants' Data from the data input used in 
Block 138, FIG. 5, which is the same data used to generate 
the Replacement Plan Characteristics in Block 228, FIG. 8. 
0146 The logic continues with block 170, which receives 
input from the participants data of each participants iden 
tification in either numeric or alphabetic form. This is the 
same data as previously used in Block 140. Similarly, If 
there is more than one participant to be included, a census 
may be inputted. If a participant census is not available, the 
participants are grouped by age cells based on agreed upon 
assumptions provided by the consultant or plan Sponsor. 
0147 The logic proceeds in Block 172, which receives 
input from the participants data of the amount of money for 
each participants contribution, Such as the participants 
present contribution to the benefit plan to be replaced. If the 
replacement is not for a present benefit of the participant, but 
rather is a replacement for a hypothetical benefit that the 
participant could have had had he or she been employed at 
a location where the benefit plan is viable, a hypothetical 
contribution can be entered to provide a reference. For 
example, a maximum contribution for a 401(k) defined 
contribution profit sharing plan is S10,000 per year, and 
assuming that the participant earns an income Sufficient to 
qualify for the maximum, this maximum amount can be 
entered at block 172. 
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0148 Block 174 receives input from the participants 
data of the amount of money equivalent to the current 
account value of the benefit being replaced. For a benefit that 
does not exist for the participant, the entry can be Zero. 
However, for example, for an existing 401(k) with a current 
total value of S50,000, and a vested value of S40,000, the 
entry can be the S50,000. For a defined benefit plan with an 
accrued benefit of S4,000 per year and a projected benefit of 
S10,000 per year for a long term, the later is used for a long 
term analysis, and the former is used for a current analysis. 
0149 Block 176 receives input from the participants 
data of each participants current age. Optionally the current 
age, age at end of year, or nearest birthday may be used. 
Block 178 receives input from the participants’ data of each 
participants assumed age at the plan's expected distribution 
date, which can optionally be defined by the benefit plan 
being replaced. If no plan exists, a distribution age declared 
by the participant or by law can be used. For example, if the 
benefit plan is a pension plan having a normal retirement age 
of 65, then 65 is entered in block 178. Block 180 receives 
input from the participants data of each participants 
assumed life expectancy. The input is based on the partici 
pant's personal planning assumptions, or assumptions pro 
Vided by the plan Sponsor or actuarial tables. For example, 
if the plan Sponsor desires to use a life expectancy of age 90, 
then age 90 is entered. 
0150 Block 182 receives input from the participants 
data of the assumed rate of return for the current benefit plan. 
The rate of return is either the actual historical life of plan 
rate of return or an assumed rate of return provided by either 
the participant or the plan Sponsor. Where a current plan 
does not exist, the participant or plan sponsor will provide 
an assumed rate of return. For example, if a participants 
401(k) has yielded an average annual total return of 10%, 
then 10% will be entered. Comparatively, if a defined benefit 
pension plan benefit is projected using an actuarial calcula 
tion based on an 8% rate of return, the 8% is entered. 
0151. Block 184 receives input from the participants 
data of each participant's period of non-participation in the 
plan. This is usually expressed in years, but can be expressed 
in months. For example, if a participant is to be located at a 
foreign employment location that would require being 
unable to participate in a benefit plan for 48 months, then 48 
months can be entered. Block 186 receives input from the 
participants data of the benefit payment option to be illus 
trated. Generally, the choices will be between a lump Sum 
payment at the inputted distribution age and an annuity 
payment beginning at the inputted distribution age and 
ending at the life expectancy input. For example, if the 
illustration is to analyze a lump Sum payment, then lump 
Sum is entered. 

0152] Block 188 receives an input of the Block 186 entry. 
If a lump sum payment is entered, Block 192 will calculate 
the amount of the lump Sum amount to be paid at the 
inputted distribution age. The calculation is performed by 
executing an equation that uses the principal of compound 
interest applied to the existing balance and continuing 
contribution from the participants current age to the age at 
distribution, less the period of time the participant is not 
participating. If an annuity payment is entered, Block 190 
will calculate the amount of the lump Sum, using the same 
method as previously described, and convert it into an 
annuity, based on tables in the program. 
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0153. Moving to FIG. 7, the Replacement Plan Menu, 
Block 200, is used to select the new benefit plan to be used 
to replace the benefit plan in Block 120, FIG. 3. The menu 
is expandable and is intended to include existing replace 
ment plans, as well as plans to be developed for future use 
within the invention. One of the objectives of this invention 
to promote and Support the continuing development of new 
replacement plans. The replacement plan menu will include 
replacements for U.S. and foreign plans. For example, if the 
European Union wanted to develop a defined contribution 
plan for the population of its member nations, this invention 
can be used to design, implement and administer Such a plan, 
and it can be added to the menu in Block 200. 

0154) The replacement plans are not intended to specifi 
cally replace any particular existing benefit plan, but rather, 
any replacement plan may be used to replace any existing 
benefit plan at the plan Sponsor or consultant's request. For 
example, a plan Sponsor may desire to use a Flexible 
Remuneration Incentive Plan as a replacement for the com 
pany's 401(k) plan, which is not viable overseas. 
0155. In Block 202, the Severance Plans selection 
includes the various plans for making payments to employ 
ees, who are being terminated from their employment for 
whatever reasons. Typically, this situation can be created 
when a plan Sponsor releases a participant from one com 
pany to be rehired by a foreign Subsidiary. For example, it 
is common for an U.S. company (USCO) to terminate an 
employee from the U.S. entity to be rehired by the company 
overseas company (USCO-Europe). USCO may use a sev 
erance payment replacement plan to reward the employee 
for taking an overSeas assignment, or alternatively, use the 
Severance plan to replace certain incentives and allowances 
in the assignment compensation package. In addition, a plan 
Sponsor may use a Severance plan design to Supplement or 
replace a “golden parachute' payment for a terminated 
executive. 

0156. In Block 204, the Flexible Remuneration Incentive 
Plans selection includes various forms of flexible compen 
sation tied to long-term Vesting benefits. For example, using 
a “balance sheet' based expatriate assignment package, a 
plan Sponsor may enter a genuine negotiation with a par 
ticipant to adjust the amounts of the incentives and allow 
ances that comprise the participants total remuneration 
package. Typically, the consultant can coordinate the design 
of the flexible remuneration plan and plan sponsor negotia 
tion. 

O157 To the extent that the negotiation results in cost 
Savings to the plan sponsor, the Savings can be shared with 
the participant, which is the Incentive Plan portion of this 
menu Selection. At the plan Sponsor's discretion, a portion of 
the Savings is placed into a deferred vesting arrangement for 
distribution at a later time to be determined jointly by the 
plan Sponsor and participant. With an infinite number of plan 
designs, each plan Sponsor will have the option of designing 
a Flexible Remuneration Incentive Plan to meet their own 
unique situation, goals and objectives. 
0158 As an example of the plans operation, a participant 
is Selected for an expatriate assignment, and the plan Sponsor 
negotiates with the participant to determine the allowances 
and incentives that are needed and those that the participant 
can forgo. ASSume the negotiation is Settled with the par 
ticipant forgoing a portion of Several allowances totaling 
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S30,000.00, which saves the plan sponsor an addition S20, 
000.00 of tax and gross-ups. The plan sponsor may then 
decide to share the Savings with the participant by entering 
a separate agreement with the participant to pay a S25, 
000.00 benefit with earnings at a date in the future. The 
distribution date can vary as mutually agreed by the plan 
Sponsor and the participant, but would be expected to be 
between five and twenty years. The benefit would be subject 
to risk of forfeiture or vesting until distribution depending 
upon the plan design. In addition, another replacement plan 
can be used as an incentive plan in lieu of the typical 
arrangement. For example, the plan Sponsor may implement 
a “severance plan” instead of the incentive plan and use the 
cost Savings to fund that plan for the benefit of the partici 
pant. 

0159. In Block 206, the Synthetic Defined Contribution 
Plans Selection includes any plan that Simulates a U.S. 
tax-qualified defined contribution retirement plan, Such as a 
money purchase plan or a 401(k) profit sharing plan. For 
example, the Insured Security Option Plan (ISOPTM) is a 
plan that can be considered a Synthetic defined contribution 
plan (see, e.g., U.S. Pat. No. 5,839,118 incorporated by 
reference). It produces essentially the same financial results 
to both the plan sponsor and the participant as a 401(k) plan 
without being tax qualified for IRS purposes. Other syn 
thetic defined contribution plans will be created for the 
global workforce. 
0160. In Block 208, the Synthetic Incentive Plans selec 
tion includes plans designed to be a Substitute for the 
traditional forms of incentive plans. For example, the Private 
Stock Option Plan (PSOP) is a synthetic stock option plan 
that is designed to replace incentive Stock option grants, 
phantom Stock and Stock appreciation rights. In Block 209, 
the PSOP is a plan in which the plan sponsor transfers cash 
to an offshore trust, through a loan, gift or other means. The 
trustee uses those funds to purchase the plan Sponsors Stock 
or Some other company's Stock or mutual fund on the open 
market through an appropriate exchange in the U.S. or in a 
foreign jurisdiction. In accordance with the trust document, 
the trustee is allowed to issue and Sell private long-term 
options to the plan participants on the Stock held by the trust. 
Typically, they would expire in ten years and be exercisable 
after three years, but each plan can be designed differently. 
However, in order for the participants to be allowed to 
exercise their options, certain performance criteria must be 
met. For example, to allow an option exercise, the plan 
Sponsor may require that the Stock price be above a certain 
level, the participant be an active employee of the company, 
the income from operations be increased by a certain per 
centage, and/or any other measurement that the plan Sponsor 
believes to be an important goal for the company. The 
probability of the selected events occurring will devalue the 
price of the option to the participant. Therefore, the option 
price can be relatively Small compared to the price of the 
Stock. Depending on the factors, it can be as low as one to 
two percent of the Share price. The participants purchase the 
PSOPs with their own funds, or with bonus money paid to 
them by the plan Sponsor, as personal investments. Payroll 
deduction may also be used for administrative convenience. 
0.161 When vested and if the prescribed criteria have 
been met, the participant can exercise the options and call in 
the Stock. AS directed, the trustee Sells the called Shares in 
the market and uses the proceeds to pay off the loan to the 
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plan Sponsor, with the balance paid to the participant as 
capital gains. Alternatively, the trustee may sell only the 
shares needed to pay the participant's gain and use the 
remaining shares for another PSOP. 
0162 The financial result to the participant is improved 
in that the gain is the Same, but it is classified as capital gains 
instead of ordinary income. Likewise, the plan Sponsor 
avoids the FAS 123 accounting issues and has an immediate 
tax deduction when bonuses are used to help the participants 
purchase the shares. In the case where the participants are 
using personal funds to purchase the PSOPs, the plan 
Sponsor has no accounting requirements, except for entering 
the loan to the trust as a note receivable on the balance sheet 
and recording any interest credited on the loan in the 
earnings Statement. 

0163. In Block 210, the Synthetic Defined Benefit Plans 
Selection includes plans that are used to Simulate the eco 
nomic benefits of U.S. and foreign tax-qualified and non 
qualified defined benefit plans in locations where they may 
not be viable. These plans include Synthetic Supplemental 
executive retirement plans, target benefit plans, and the 
Guaranteed Return Income Plan (GRIP). In Block 212, the 
Guaranteed Return Income Plan is a defined benefit invest 
ment vehicle, which has a guaranteed rate-of-return and 
generates a guaranteed annuity income to the participant. 
The concept is that the participant is buying a guaranteed 
income to begin at Some future time and continue for life or 
for a certain period of time. For example, a 40 year-old 
participant could be guaranteed a S1.00 per month income 
for life beginning at age 65 for every S10.00 invested. In 
fact, the participant's periodic GRIP statement would detail 
the guaranteed future income earned to date as a primary 
focus of the Statement rather than the performance, Since the 
participant is purchasing guaranteed income, not rate-of 
return. 

0164. The product design can be a life insurance and/or 
annuity product, using a combination of Stable-value bond 
and/or equity Separate accounts and life insurance as the 
funding device to produce a guaranteed income based on a 
guaranteed rate-of-return. The guarantee is a floor with 
upside profit-sharing for the participant. 

0.165. The GRIP allows the participant to pass the invest 
ment responsibility to the investment professionals, where it 
belongs. It gives every participant the ability to participate 
in the global financial markets with certainty and confi 
dence. The GRIP's most novel feature is that it is a defined 
benefit investment that can be used to fund defined contri 
bution arrangements. 

0166 In Block 214, the Synthetic Social Insurance Pro 
grams Selection includes those plans created as a Substitute 
for the Social insurance programs of various governments 
Worldwide. For example, using a life insurance product, a 
plan can be developed to provide a German executive 
working in Japan for a U.S. plan sponsor the same Survivor, 
disability and retirement benefits that his U.S. peers will 
receive from U.S. Social Security. Similarly, plans can be 
developed to Simulate any Social insurance program in 
which a participant is not eligible to participate. 

0167. In Block 216, the Pension Gap Supplement Plans 
Selection includes those plans that are designed to Supple 
ment the national Social retirement pension programs spon 
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Sored by most foreign governments. Typically, when foreign 
participants are no longer residents of their home country, 
they do not participate in the home country's Social retire 
ment pension program, and their benefits are frozen. There 
fore, the participants working outside their home country 
may sacrifice a portion of their retirement benefits. The 
Pension Gap Supplement Plans are designed to offset any 
deficit created by employment outside the home country. For 
example, a Frenchman working in South America for an 
extended time, whose French social Pension is reduced by 
S1,000.00 per month by his absence, can use a Pension Gap 
Supplement Plan to restore the S1,000.00 of monthly income 
from outside the French system. 
0168 In Block 218, the Participant's Voluntary Invest 
ment Plans Selection includes plans that are intended for uS 
by participants on a Voluntary contribution basis, either 
through a plan provided by a plan Sponsor or on a direct 
participation basis. For example, residents of Several merg 
ing countries are limited in their ability to invest their funds 
outside their country because of Strict eXchange controls. 
One of these plans can be used by a plan Sponsor to allow 
offshore investments for their participants using World-class 
investments. In addition, these plans can be used by partici 
pants as accumulation investments to increase their personal 
wealth or Supplement their retirement. 
0169. In Block 220, the Plan Sponsor Supplemental 
Contribution Plans selection includes plans designed for the 
plan Sponsor to use as vehicles for making contributions to 
incentive plans or catch-up plans for their participants. For 
example, if a plan sponsor recognizes that a participant or 
group of participants are under-compensated relative to their 
peers, but the plan Sponsor does not want to incur the 
additional tax and Social insurance cost associated with 
providing compensation, a Supplemental contribution plan is 
used to provide the participants with equivalent value. 
0170 In Block 222, the Other Plans selection is used to 
accommodate additional plans that might be added to the 
invention in the future. A goal of the invention is to foster the 
creation and development of new replacement plans that 
provide equivalent benefits and/or new benefit plans. 
0171 The selected Replacement Plan data is transmitted 
to both the Central Computer in Block 108, FIG. 3, for the 
generation of illustrations and to the Replacement Plan 
Administering Computer, Block 264, FIG. 9, for recording 
the replacement plan data needed to accurately administer 
the plan. 
0172. The logic now moves to FIG. 8 as the selected 
replacement plan is illustrated. The logic proceeds with 
Block 228, which receives the Participants' Data from the 
data input used to generate the Replacement Plan Charac 
teristics from the various possible Sources. Obtaining accu 
rate participant Sourcing information and population data is 
important to this process. This data is also used to illustrate 
the benefit plans to be replaced in Block 138, FIG. 5. In 
addition, this data is transmitted to the Replacement Plan 
Administering Computer, Block 262, FIG. 9, to be used to 
track the participants benefit liabilities. The Specific design 
will be influenced by the Source of the plan Sponsor, and the 
input received by Block 230 needs to identify that informa 
tion. 

0173) In Block 254, the input to Block 228 is being 
provided directly or through a consultant from an Employer, 
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either U.S. or foreign. The location of the employer will also 
be entered. For example, if the plan Sponsor is an U.S. 
employer and the participants are U.S. expatriates, a Syn 
thetic incentive plan may be designed differently than a plan 
designed for a Japanese employer with Singaporean partici 
pants, although it is the same basic plan being illustrated. 
0174) In Block 255, the input to Block 228 is being 
provided from an offshore payroll company, which can be a 
Subsidiary of an U.S. or foreign employer, as well as a 
Professional Employer Organization (PEO). Offshore pay 
roll companies and PEOS are typically used to operate an 
employee leasing operation, where the participants are hired 
by the offshore entity and Sent to various assignments. A 
replacement plan is designed differently for a participant in 
an offshore payroll company than it might be for another 
participant. For example, Since the offshore company is not 
Subject to the same regulations as the parent might be, the 
offshore company is better able to pass the benefit liability 
to the replacement plan provider. In doing Such, the 
employer can eliminate the financial Statement impact cre 
ated by implementing a replacement plan. The assumption 
of the benefit liability becomes a currently tax-deductible 
expense, rather than a deferred tax asset. 
0175. In Block 256, the input to Block 228 is received 
from a Self-employed participant, of either U.S. or foreign 
origin. The replacement plan will be designed differently for 
the Self-employed than for other types of participants, in that 
the participant and the plan Sponsor are one-and-the-Same. 
Therefore, there is not flexibility on Some designs and 
limitations on other types of replacement plans. For 
example, it may be difficult to justify a Severance plan for a 
self-employed individual. While at the same time, a plan for 
a Self-employed participant can be more customized to the 
particular needs of the participant, when there is not a group 
of participants or management to Set limits. 
0176). In Block 257, the input to Block 228 is received 
from local nationals, who may or may not be employees of 
a local or multi-national company. Local participants are not 
usually on the same compensation packages as expatriates, 
third-country nationals and foreign nationals in the U.S. 
Therefore, the plan design may be limited. For example, 
local participants would not be candidates for a pension gap 
Supplement plan. 

0177. The logic proceeds with block 230, which receives 
input from the Participants' Data of the participant's iden 
tification in either numeric or alphabetic form from the 
applicable Source. If there is more than one participant to be 
included, a census may be inputted. If a participant census 
is not available, the participants are grouped by age cells 
based on agreed upon assumptions provided by the consult 
ant or plan sponsor. 
0.178 The logic proceeds in Block 232, which receives 
input from the Participants' Data of the amount of money for 
a contribution into the replacement plan for the benefit of the 
participants. For example, a maximum contribution for a 
401(k) defined contribution profit sharing plan is S10,000 
per year, and assuming that the participant earns an income 
Sufficient to qualify for the maximum, this maximum 
amount can be entered if the replacement plan was a 
Synthetic defined contribution plan. This data is also trans 
mitted to the Replacement Plan Administering Computer, 
Block 266, FIG. 9, for determining the total amount of 
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financial contribution required to fund the replacement plan. 
In addition, the contribution data is transmitted to Block 
800, FIG. 25, to be used to determine initial gross premium 
to be used to fund a life insurance policy. 
0179 Block 234 receives input from the Participants’ 
Data of the amount of the time period that it is anticipated 
that the replacement plan contribution will be made. For 
example, if the replacement plan is a pension gap Supple 
ment plan and the participant will be away from home for 
five years, then five years is entered into Block 234. If the 
five-year contribution is to be made in a Single lump Sum 
payment, that is also entered. 
0180 Block 236 receives input from the Participants’ 
Data of each participant's current age. Optionally the current 
age, age at end of year, or nearest birthday may be used. 
0181 Block 238 receives input from the Participants’ 
Data of each participants assumed age at the plan's 
expected distribution date. For example, if the participant is 
40 years old and the replacement plan is to Vest in 15 years, 
then 55 is entered in Block 238. 

0182 Block 240 receives input from the Participants 
Data of each participants assumed life expectancy. The 
input is based on the participant's personal planning 
assumptions, assumptions provided by the plan Sponsor or 
actuarial tables. For example, if the plan Sponsor desires to 
use a life expectancy of age 90, then age 90 is entered. Block 
242 receives input from the Participants Data of the 
assumed rate of return for the current benefit plan. The rate 
of return is either the actual historical life of plan rate-of 
return or an assumed rate of return provided by either the 
participant or the plan Sponsor. Where a current plan exists, 
the participant or plan Sponsor may provide the historical 
rate-of-return. For example, if a participant's 401(k) has 
yielded an average annual total return of 10%, then 10% will 
be entered for a 401(k) replacement plan. Comparatively, if 
a defined benefit pension plan benefit is projected using an 
actuarial calculation based on an 8% rate of return, the 8% 
is entered for a defined benefit replacement plan. 
0183 Block 244 receives input from the Participants 
Data of the benefit payment option to be illustrated. Gen 
erally, the choices will be between a lump Sum payment at 
the inputted distribution age and an annuity payment begin 
ning at the inputted distribution age and ending at the life 
expectancy input. Block 246 receives an input of the Block 
246 entry. If a lump sum payment is entered, Block 248 
calculates the amount of the lump Sum amount to be paid at 
the inputted distribution age. The calculation is performed 
by executing an equation that uses the principal of com 
pound interest applied to the existing balance and continuing 
contribution from the participants current age to the age at 
distribution. If an annuity payment is entered, Block 250 
calculates the amount of the lump Sum, using the same 
method as previously described, and convert it into an 
annuity, based on tables in the program. 

0184. In Block 252, the total number of participants in a 
replacement plan is Sent to the Revenue Accounting Com 
puter 72, Block 1202, FIG. 37, for determining the per 
capita first-year participation fee for each new replacement 
plan. Inputs from Block 468, FIG. 16 will be used to adjust 
the Participants Data for the preparation of case Study 
analysis for various Scenarios. 
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0185. Moving to FIG. 9, the logic continues with the 
Replacement Plan Central Administration System, which 
administers the replacement plan by tracking the partici 
pants, measuring the benefit liabilities, generating account 
ing reports and issuing benefit distribution payments. The 
administration System is activated when the plan Sponsor 
accepts a replacement plan for implementation. This data 
base is maintained by the entity providing administrative 
Services, Such as a third-party administrator (TPA). 
0186. In Block 260, the logic continues with the Replace 
ment Plan Central Administration Database, which stores all 
reference data inputs received and all on-going transactional 
inputs. In Block 262, Participant Data is entered from the 
Replacement Plan illustration in Block 230, FIG. 8. If the 
census has changed since the last illustration, it is updated by 
the generation of a final implementation illustration, which 
is signed by the plan Sponsor to Verify the accuracy of the 
census data and plan design. 

0187. In Block 264, Replacement Plan Data is received 
from the Replacement Plan Menu, Block 200, FIG. 7, 
identifying the replacement plan Selected. This input will 
trigger the administration format to be used by the database 
Software for administering the plan. The Specific plan design 
details and variations are entered in Block 262. In Block 
266, the Replacement Plan Funding data is received from 
Block 232 in FIG. 8, which identifies the amount of the 
initial contribution and any Subsequent contributions to be 
used to fund the replacement plan. 

0188 In Block 268, Participant Transactions inputs are 
received from Block 289, FIG. 10 and entered into the 
database in Block 260. These transactions are generally 
initiated by the participant, but may be initiated by the plan 
Sponsor on behalf of the participant. For example, the 
participant may make a beneficiary change, while a plan 
Sponsor will notify the administrator of a participants 
employment termination. In Block 270, Replacement Plan 
Transactions inputs are received from Block 302, FIG. 11 
and entered into the database in Block 260. These transac 
tions may include Such inputs as changes to the plan design, 
changes in asset allocation, contribution changes and 
changes in planned distributions. 

0189 In Block 272, Funding Transactions inputs are 
received from Block 336, FIG. 12 and entered into the 
database in Block 260. These transactions include the cal 
culation of net asset value for the assets being used to 
measure the participants benefit liability. For example, if a 
participant has selected the Standard & Poors 500 Index 
(S&P 500) as an investment for a replacement plan in which 
he is a participant, its value is used to measure the growth 
of the participant's benefit. However, the assets actually 
being used to fund the participants liability may be and 
probably will be different investments. 
0190. In Block 273, the Plan Sponsor Data input is 
received from Block 464, FIG. 16, which is the plan sponsor 
data used in the marketing process. If any data has changed 
during the marketing process, it should be updated before 
entering the information into Block 273. 
0191 In Block 274, the logic continues with an input of 
whether to calculate benefit liabilities. In Block 275, an 
input to Implementation Documents will generate the pri 
mary documents need to implement the replacement plan. In 
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Block 277, the administration computer will generate the 
Plan Sponsor's Administrative Guide. This document, deliv 
ered in hard copy or electronically, provides comprehensive 
details of the plan design and administrative requirements 
that must be met. The plan Sponsor may elect to Self 
administer the plan or use the Services of an outside pro 
vider. The contents of the Administrative Guide are unique 
for each replacement plan design, with a pre-written text that 
can be customized for the plan Specifics. 

0.192 Specimen 2 is a representation of the contents of a 
sample Plan Sponsor's Administrative Guide. The specimen 
presents a typical Table of Contents, which details the 
myriad of information items that can be included in a 
guidebook. Each Replacement Plan will have a unique Table 
of Contents tailored to the particular plan design. Likewise, 
each plan sponsor can have particular content to be included 
in the guidebook that is unique to the plan Sponsor's 
methods of accounting or philosophy of doing business. The 
development of each Administrative Guide is a joint effort 
between the plan Sponsor and the plan administrator to 
develop an useful tool for maintaining the integrity of the 
Replacement Plan and keeping all parties properly informed 
regarding the Success of the plan in fulfilling the plan 
Sponsor's objectives and goals in a cost-effective manner. 

0193 The sample Table of Contents for a Replacement 
Plan for a non-qualified deferred compensation plan funded 
with a life insurance policy. Each Section contains needed 
reference materials. Section 1 provides information about 
the plan administrator and the contact listing for all parties 
involved. Section 2 explains the evolution of the plan design 
and its purpose for future management, who may not be a 
party to the replacement plan's implementation. Section 3 
describes the proceSS and criteria used to Select the funding 
product and the particular investment options within that 
product. Section 4 includes the Replacement Plan Illustra 
tion and provides a place for annual performance reviews to 
measure the actual performance against the projected per 
formance originally illustrated. Section 5 delineates the Plan 
Administration mechanics, with Separate procedures for the 
phase of the plan in which the assets are being accumulated 
and the phase of the plan when the assets are being paid as 
benefits to the participants. In addition, Section 5 includes 
the procedures and forms to be used for participant trans 
actions (ref. FIG.10). Section 6 provides the procedures and 
instructions for transferring contributions into the Replace 
ment Plan funding system, which is this invention. Section 
7 is a calendar of events that need to be executed to 
efficiently service the Replacement Plan. The calendar is 
included as part of Specimen 2. Section 8 is the legal 
agreement that details the expectations of both the plan 
Sponsor and the plan administrator in providing the plan 
Servicing. Section 9 provides Samples of the routine and 
custom reports generated by the plan administration System 
for both the plan Sponsor and the participant. These reports 
will be further explained as additional specimens. Section 10 
provides the plan sponsor with the forms needed for the life 
insurance policy and participant administration. Of course, 
the form and Substance of Such a manual is Subject to 
change, and it may be provided in different formats, includ 
ing electronically provided directly or indirectly from the 
Replacement Plan Administering Computer 20 to the Plan 
Sponsor's Computer 22 via a network. 
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0194 In Block 279, the administrative computer will 
generate the Participant Enrollment Kit. This document, 
delivered in hard copy or electronically, provides the par 
ticipant with the details of the replacement plan design, the 
final implementation illustrations, which detail the benefits 
of the plan for the participant, and the forms needed for the 
participant to enroll in the plan. The contents of the Enroll 
ment Kit are unique for each replacement plan design, with 
a written text that can be customized for the plan Specifics. 
The kit may also include information about the available 
ancillary individual financial Services, as well as financial 
planning tools to help participants take the best advantage of 
the plan for their personal goals and objectives. For 
example, model portfolio asset allocations can be provided 
for the available investment choices, showing the various 
expected rates-of-return and associated risks. 
0195) In Block 255, a Benefit Payment Authorization is 
received from the Benefits Trust, if a trust exists, Block 978, 
FIG. 32, directing the Plan Administrator to issue a benefit 
check to either the participant or the plan sponsor for the 
benefit of the participant. The amount of the payment is 
entered, as well as the currency denomination in which it is 
to be issued. 

0196) In Block 256, the benefit check is distributed, in 
hard copy or electronically, along with the appropriate 
government accounting and tax forms. For checks written to 
U.S. citizens, a Form W-2 or Form 1099 reporting the 
income to the U.S. Government can accompany the checkS. 
0197). In Block 257, the amount of the benefit check is 
recorded and the reduction in the benefit liabilities is cal 
culated and sent to Block 258 for further computing. In 
Block 258, the administrative Software calculates the Benefit 
Plan Liabilities. The calculation is performed by executing 
an equation that applies the actual investment returns for the 
investment options Selected to the existing balance from the 
time of the participant's enrollment in the plan until the date 
of the current reporting period. The liabilities are calculated 
for each participant of each type of replacement plan, for 
each plan Sponsor. 
0198 In Block 276, the administrative computer accu 
mulates the available data and generates the Output Reports, 
as described in Block 380, FIG. 14. The output reports are 
prepared for the plan sponsor, participant and Trustee of the 
benefits trust. In Block 261, the use of a Benefits Trust is 
entered. If a trust is to be used, the information and data 
needed by the Trustee is downloaded from the Central 
Administration Database into the Benefit Trust Central 
Administrative Database, FIG. 32. 
0199. In Block 278, data is transmitted to other comput 
erS for related calculations. The total number of participants 
for each replacement plan is Sent to the Revenue Accounting 
Computer 72, Block 1202, FIG. 37, for calculating the 
on-going annual Participation Fees. The total number of 
participants for each plan is sent to the Revenue Accounting 
Computer 72, Block 1208, FIG. 37, for calculating the 
annual Plan Administration Fee for each replacement plan. 
In addition, the total replacement plan liabilities is Sent to the 
Benefits Master Trust Administrative Database, Block 956, 
FIG. 32, to be used by the Trustee to match assets against 
the liabilities. 

0200 Moving to FIG. 10, the Participant's Transactions 
are transmitted to and recorded in the Replacement Plan 
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Central Administrative Database directly or indirectly from 
the Participant's Computer 68, or via the telephone, fac 
Simile, or any other means that may become available over 
time. 

0201 In Block 281, the changes to the Participants 
Beneficiary Designation are entered. It is intended that the 
replacement plans will all be placed to the participant's heirs 
via beneficiaries and therefore, avoiding the probate proce 
dures of the participant's jurisdiction of domicile. 

0202) In Block 282, the changes to the Participant's Asset 
Allocation are entered. The participants asset allocation 
will usually be different from the plan sponsor's allocation. 
The participant is allocating the investment choices included 
in the replacement plan, while the plan Sponsor is allocating 
the actual investments being used to fund the plan's benefit 
liabilities. The participants asset allocation is actually a 
phantom account used Solely to measure the growth of the 
participants benefit liability. The participants asset alloca 
tion changes are also communicated to the Trust, Block 970, 
FIG. 32, and the plan sponsor, Block 407, FIG. 15, for use 
in adjusting the asset allocation of the assets held in the 
Trust. In addition, the participants asset allocation changes 
the Replacement Plan Administrative System's Funding 
Transactions database, Blocks 312 and 324, FIG. 12, for use 
in determining the transfer of assets in and out of the equity 
and bond portfolios. 

0203) In Block 284, the Participant's Termination Date is 
entered. In the event the plan Sponsor terminates the par 
ticipant from the plan, either the plan participant or the plan 
sponsor enters the effective date of the termination. The 
termination date is used by the plan administrator to deter 
mine the participant's eligibility for future benefits for some 
plans. However, in other plans, Such as the Cost Reduction 
Incentive Plan, the benefits are determined by Vesting, and 
therefore, if termination occurs the day after the employee 
becomes a participant in the plan, the accrued benefits will 
not be affected by the termination. 
0204. In Block 286, the changes to the Participants 
Contributions are transmitted by the participant and entered. 
In those plans that allow participant contributions, Such as 
the Participant Voluntary Investment Plan and the Private 
Stock Option Plan, any increases or decreases in the par 
ticipant's contributions will directly affect the benefits. 
0205. In Block 288, any Participant Loan Requests are 
entered for processing by the participant. Most of the Plans 
that provide for vesting, except the Private Stock Option 
Plan, will allow the Trustee to make secured loans to the 
participants as a trust investment. The loans cannot be 
Secured by any assets of the trust or in the participants 
account, unless the plan is using a Participant Grantor Trust 
arrangement, which is taxed at the time of implementation. 
This data is also transmitted to the Benefits Trust Central 
Administration Database, Block 961, FIG. 32, for process 
Ing. 

0206. In Block 289, the Participant's Benefits claims are 
entered by the participant. These claims may be initiated by 
the participant based on eligibility created by Vesting and/or 
trigger events, as defined by the plan document. This data is 
also transmitted to the Benefits Trust Central Administration 
Database, Block 961, FIG. 32, for processing. If the benefit 
claim is a death claim Submitted by the participant's ben 
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eficiaries, the data will also be transmitted to insurance 
company, Block 920, FIG. 31, for processing. 

0207 Moving to FIG. 11, the Replacement Plan Trans 
actions are entered, recorded and transferred to the Replace 
ment Plan Central Administrative Database. 

0208. In Block 290, Changes in Plan Provisions are 
received from the Plan Sponsor, Block 22, FIG. 2, entered 
and recorded in the Replacement Plan Central Administra 
tive Database. These transactions will generally be amend 
ments to the plan, which may include changes in the vesting 
provisions, changes in eligibility requirements, changes in 
benefit formulas, and any other provisions that might change 
the plan design. 

0209. In Block 292, Changes to the plan sponsor's Asset 
Allocation are received from the plan sponsor, Block 407, 
FIG. 15, entered and recorded in the Replacement Plan 
Central Administrative Database. Although the Trustee is 
ultimately responsible for the asset allocation, the plan 
Sponsor can assist by working with the Trustee to determine 
the allocation of the funding assets that will best equal or 
exceed the liabilities created by the participants allocation 
of the hypothetical investments. 

0210. In Block 294, Changes in Plan Contributions are 
received from the plan sponsor, Block 404, FIG. 15, entered 
and recorded to the Replacement Plan Central Administra 
tive Database. A change in the plan contribution does not 
usually require an amendment to the plan document. Con 
tribution changes are used to makeup under-funding deficits, 
compensate for over-funding, and increase the benefits pay 
able. For example, if the Trustee determines that the trust 
assets have out-performed to liability created by the partici 
pants allocations, the next contribution may be reduced to 
take advantage of the investment performance. 

0211. In Block 296, Plan Distributions required by the 
Replacement Plan provisions are received from the plan 
administrator, entered and recorded in the Replacement Plan 
Central Administrative Database. These transactions occur 
when the plan provisions provide for a benefit to be paid 
under the terms of the plan document. For example, if the 
plan calls for a benefit to be vested and paid in ten years, 
when the ten years end, the benefit will be paid. 

0212. In Block 298, Plan Distributions resulting from 
activating Plan Triggers are received from the plan admin 
istrator, entered and recorded in the Replacement Plan 
Central Administrative Database. Certain provisions can be 
added to the plan document that will trigger a distribution. 
For example, a plan provision might call for a distribution of 
the plan assets to the participants in the event of a hostile 
takeover of the plan Sponsor. 

0213) In Block 300, Interim Plan Distribution require 
ments are received from the plan administrator, entered and 
recorded in the Replacement Plan Central Administrative 
Database. These transactions involve distributions allowed 
by the plan provisions prior to the regular distributions. For 
example, a plan may allow for an unscheduled partial 
distribution upon the participant's return to his/her home 
country after being on an assignment 

0214. In Block 302, a Distribution decision is made. If a 
distribution is not required, the transactions are electroni 
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cally transferred to the Replacement Plan Central Adminis 
trative Database. If a distribution is required, the logic 
continues. 

0215. In Block 304, the Required Distribution is calcu 
lated as of the date of the transaction, and transferred to the 
Replacement Plan Central Administrative Database. For 
example, if the plan document allows for a S10,000.00 
interim distribution in the event of repatriation, a S10,000.00 
benefit claim is transmitted to the Trustee, Block 961, FIG. 
32, for processing. 

0216) In Block 306, the Depletion of the Plan Assets is 
calculated by totaling the distributions for any accounting 
period and reporting the result to the Replacement Plan 
Central Administrative Database. 

0217 Moving to FIG. 12, the Funding Transactions are 
entered and recorded in the Replacement Plan Central 
Administrative Database. The funding transactions include 
accounting for the growth of the participants benefit liabili 
ties. For the replacement plan, the participant will choose 
from a Selection of investment vehicles or more likely, a 
Selection of investment performance indices. The perfor 
mance of the investments Selected will determine the growth 
of the participants benefit liabilities. However, the funding 
transaction addressed by this portion of the invention is a 
phantom account only and functions independently of the 
asset management associated with funding the plan. For 
example, the participant may select the S&P 500 Index Fund 
and a Salomon Government Bond Index for his/her invest 
ment selections, but no assets will actually be transferred 
into funds Simulating those indices. The plan Sponsor has the 
responsibility for investing the contributions made into the 
plan to meet the liabilities created by the participants. 

0218. In Block 310, the Fund Type is selected. The 
funding transactions are best tracked by considering equity 
investments and interest bearing (fixed income) investments 
Separately. The Sources of income, yield, and gains are 
different. In Block 312, the funds transferred in and out of 
the equity funds are received directly from the plan partici 
pants asset allocation changes recorded in the database, 
Block 282, FIG. 10, and entered. AS asset allocations 
change, funds may be moved from one investment to the 
next. These transferS must be accounted for to accurately 
track the funds invested in a particular investment vehicle. 
In addition, distributions from an investment are tracked as 
transferS. 

0219. In Block 314, the last known asset value of the 
equity investments is received from the last calculation of 
the net asset value, Block 334, and is entered. If valuations 
are made daily, as is typical, yesterday's asset value can be 
entered as today's beginning balance. In Block 316, any 
dividends received from equity investments are received 
directly from the Internet or some other electronic medium 
and are entered. Dividends are recorded on the distribution 
date. 

0220. In Block 318, realized and unrealized capital gains 
and losses from the Sale of any equity assets are received 
Internet or Some other electronic medium and entered. 
Mutual fund type equity investments have periodic capital 
gains and losses distributions from assets Sold inside the 
fund. In Block 320, the Equity Asset Value is calculated. The 
calculation Starts with the last asset value, increased by the 
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transferS in, dividends received, and capital gains, and 
decreased by the capital losses to realize the Equity ASSet 
Value. 

0221) In Block 322, the investment management Charges 
and Fees are calculated, if they are not included in the asset 
value. If a S10,000.00 equity investment is the plan spon 
Sor's Stock, and a fee of 1% can be charged to Sell the shares 
held, the S100.00 transaction fee can be calculated. 
0222 Moving to the Interest Bearing assets, in Block 
324, the transferS in and out of the fixed income account are 
received directly from the plan participants asset allocation 
changes recorded in the database, Block 282, FIG. 10, 
entered and recorded in a similar fashion as with the equity 
investments. 

0223) In Block 326, the last valuation of the fixed income 
account is received from the last calculation of the net asset 
value, Block 334, and entered. If valuations are made daily, 
as is typical, yesterday's asset value can be entered as 
today's beginning balance. In Block 327, the interest earned 
during the period received directly from the Internet or Some 
other electronic medium is entered. Interest income is usu 
ally credited on a daily basis. 
0224. In Block 328, any realized and unrealized capital 
gains are received directly from the Internet or Some other 
electronic medium and are entered. In Block 330, the 
Interest Bearing Account Value is calculated. The calcula 
tion Starts with the last asset value, increased by the transfers 
in, interest income received, and capital gains, and decreased 
by the capital losses to realize the Interest Bearing Account 
Value. 

0225. In Block 332, the investment management Charges 
and Fees are calculated, if they are not included in the asset 
value. If a S10,000.00 fixed income investment is a corpo 
rate bond, and a fee of 1% can be charged to sell the bond, 
the S100.00 transaction fee can be calculated. 

0226. In Block 334, the Net Asset Value Change is 
calculated. The calculation basically combines the asset 
values of the equity account and the interest bearing account 
and subtracts the total fees and charges to derive the Net 
ASSet Value. The fees and charges can include those admin 
istrative fees passed through to the participants and any 
other charges that may be applicable. 
0227. In Block 336, other computing requirements are 
entered. If none are entered, the logic returns to Block 272, 
FIG 9. 

0228 Turning to FIG. 13, the Participant's Data is 
entered for the generation of the replacement plan illustra 
tion in FIG. 8. In addition to providing the needed data for 
comparative illustrations, the objective is to determine the 
origin of the participant to better design the benefits Solution. 

0229. As described in FIG. 2, there are at least two 
alternative approaches to collecting data. Either the logic is 
initiated by a consultant acting on behalf of a plan Sponsor 
or by the plan sponsor directly. In Block 362, the data source 
is Selected. 

0230. In Block 364, the plan sponsor's computer pro 
vides the consultants computer, Block 366, with the needed 
data, which includes the participants data and the plan 
Sponsor data. The data will contain the participants identi 
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fication, contribution amounts, current account Values, cur 
rent ages, distribution ages, investment return, life expect 
ancies, payment method, tax brackets, and any other needed 
data. The plan Sponsor data can include the business name, 
address, communication numbers, investment return 
assumption, tax bracket, and any other needed data. 

0231. In Block 366, the consultant can add additional 
data to the plan Sponsor's data and transmit it the partici 
pants’ data to the replacement plan illustration System 
through Block 350, FIG. 13, and the plan sponsor data to the 
marketing computer through Block 464, FIG. 16. 

0232. In Block 368, the plan sponsor provides the needed 
participant directly to the illustration System through Block 
350, FIG. 16 and the plan sponsor data to the marketing 
computer through Block 464, FIG. 16. In Block 350, the 
Participant's Data is received from either the consultant or 
the plan Sponsor and entered. The data input can include the 
participant's identification (either name or government iden 
tification number), age, citizenship, employment status, 
home country, host country, plan Sponsor's home and host 
countries, distribution age, and the other data needed for 
illustrating a replacement plan. 

0233. In Block 352, U.S. Citizenship is entered. The 
participant is considered a U.S. citizen if he/she is a U.S. 
citizen located anywhere in the World. A foreign national 
with a valid “green card” is treated as an U.S. citizen. In 
Block 354, if U.S. citizen is entered, the employment status 
of the participant is determined next. The participant is 
considered an employee if working for Some other entity on 
a full time or part-time basis. If the participant is a U.S. 
citizen, but not an employee, the participant is considered 
self-employed and the data is transferred to the Central 
Computer 2 replacement plan illustration System through 
Block 256, FIG. 8. 

0234. In Block 358, if U.S. citizen is not entered, the 
determination of a third-country national (TCN) is entered. 
A TCN is a participant who is a citizen of one country 
working in a Second country for a company, which is 
domiciled in a third country. For example, a German work 
ing in Japan for a U.S. company would be a TCN. In Block 
360, the employment status of the TCN is determined. 

0235) In Block 356, the use of an offshore payroll com 
pany is entered. An offshore payroll company is a Separate 
company, usually located in a tax-haven jurisdiction, that 
hires employees from an employer and leases the employees 
back to the same employer, but in a foreign jurisdiction. For 
example, USCo would terminate an Employee X, who 
would be hired by USCo(Cayman) and transferred to USCo 
(Japan) to work. USCo(Japan) would lease Employee X 
from USCo (Cayman). When the assignment is over, 
Employee X is terminated from USCo(Cayman) and rehired 
by USCo. Offshore Payroll Companies and PEOs offer a 
cost-efficient way to maintain a global workforce. 
0236. If the U.S. citizen is on an offshore payroll and the 
non-U.S. citizen is a TCN on an off-shore payroll, their data 
is transmitted to the replacement plan illustrating System 
through Block 255, FIG. 8. If the U.S. citizen is not on an 
offshore payroll and the non-U.S. citizen employee is not a 
TCN, their data is transmitted to Block 254, FIG. 8. If the 
foreign national is not an employee, the participant's data is 
transmitted to Block 257, FIG. 8. 
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0237 Turning now to FIG. 14, the Output Reports Menu 
Selection for the Replacement Plan Central Administrative 
System is used by the plan administrator/operator to Select 
the report to be prepared. In Block 380, the available reports 
are listed. The menu is expandable and additional reports 
can be added at the request of the plan sponsor or as needed 
by the plan administrator. 
0238. In Block 382, the Plan Sponsor Statement of 
Liabilities is selected. The quarterly liabilities statement is 
the principal report used by the plan sponsor and provides a 
listing of the plan Sponsor's plans by participant. It is 
produced by aggregating all of the Participant's Statements 
of Account (see Specimen3) and totaling the ending account 
balances, which is the total plan sponsor's liability. The 
Statement can be produced monthly, quarterly, Semi-annu 
ally and annually, or upon Special request. The report is 
transmitted to the Plan Sponsor's Computer in Block 401, 
FIG. 15. 

0239). In Block 384, the Participant's Statement of 
Account is Selected. The participant's account Statement 
reports the current value of the benefit plan account, as 
measured by the performance of the benchmark investments 
selected. It can be formatted to display the benefit by 
contribution dates or benefit distribution dates. The state 
ment can also displays the current asset allocation. The 
Statement can be produced monthly, quarterly, Semi-annu 
ally and annually, or upon Special request. This report is 
transmitted to the participant's computer 68, FIG. 2. 
0240 Specimen 3 is a representative sample of a Partici 
pants Statement of Account for a Replacement Plan for a 
Deferred Compensation Plan. The Beginning Balance is the 
value of the benchmark investments at the beginning of the 
measurement period, which is normally the Ending Balance 
of the previous participant Statement. The Deferral (contri 
bution) amounts include all new funds contributed by the 
participant and/or plan Sponsor during the measurement 
period to the Replacement Plan. Under each benchmark 
fund is listed the Source of the contribution, which can 
change depending on the plan design. The TransferS Realign 
column indicates the new funds moved into benchmark 
investments, as well as asset allocation changes. Positive 
entries represent money transferred in and negative entries 
represent money transferred out. Positive entries and nega 
tive entries must balance to Zero. Benefit Payments made to 
the participant are Subtracted from the appropriate funds. 
The Earnings column includes all earnings or (losses) during 
the measurement period. The Ending Balance is the Sum of 
the other columns and represents the plan Sponsor's liability 
to the participant. The Ending Balance will be the Beginning 
Balance for the next reporting period. 
0241. In Block 386, the Plan Sponsor Asset Allocation 
Report is Selected. The asset allocation report displays the 
current asset allocation of the total participant population for 
each of the plan Sponsor's plans. The report can also have a 
Summary of the performance of the participants total allo 
cation to use to compare to the performance of the plan 
Sponsors asset allocation used to fund the plan. The plan 
Sponsor uses this report to determine the need to reallocate 
the plan Sponsor's funds invested to meet the participant 
liabilities. This report is transmitted to the plan Sponsor's 
computer in Block 402, FIG. 15. 
0242 Specimen 4 is a representative sample of the Plan 
Sponsor Asset Allocation Report for a Replacement Plan for 



US 2003/0078815 A1 

a Deferred Compensation Plan. The current hypothetical 
fund allocation is the aggregate allocation of all participants 
benchmark fund balances. The allocation is presented in 
both currency and percentages. Each benchmark investment 
is listed, with the fund manager's name for reference. The 
amounts invested in each fund by all participants are pro 
vided as the Total Balance. The percentage of each fund to 
the total is displayed in the Allocation column. The percent 
age allocation will always total to 100%. 
0243 In Block 388, the Plan Sponsor Payment Summary 

is Selected. This report Summarizes the benefit payments that 
have been made during any reporting period for each 
participant. The plan Sponsor uses this report for budgeting. 
This report is transmitted to the plan Sponsor's computer in 
Block 404, FIG. 15. 
0244 Specimen 5 is a representative sample of a Plan 
Sponsor's Payment Summary report for any Replacement 
Plan. The Payment Summary provides the plan sponsor with 
a Summary of payment activity by participant. Payments are 
Segregated on the report by Source and benchmark fund. 
0245. In Block 390, the Plan Sponsor Asset and Liability 
Comparison Report is Selected. This report compares the 
plan Sponsor's benefit liabilities for a particular plan to the 
plan sponsor's assets invested to fund the liabilities. To the 
extent there is a Surplus or deficit of assets, the plan Sponsor 
uses the report to measure the variance and adjust the 
investment Strategy and/or contribution level to meet the 
objectives. This report is transmitted to the plan Sponsor's 
computer in Blocks 406 and 408, FIG. 15. 
0246 Specimen 6 is a representative sample of the Plan 
Sponsor ASSet and Liability Comparison Report for a 
Replacement Plan for a Deferred Compensation Plan. This 
report is an expanded version of the Plan Sponsor ASSet 
Allocation Report (see Specimen 4). Like the ASSet Alloca 
tion Report, the Liability Fund Balance Section is reporting 
the aggregate allocation of all participant fund balances in 
the Total Balance column. In addition, in the Vested Balance 
column, it details the vested liability balances of the par 
ticipant liabilities. In the ASSet Fund Balance Section, the 
plan Sponsor's actual investments held in the insurance 
policy owned by the Trustee of the Benefits Trust (FIG. 32) 
are itemized by investment manager. The Vested Balance 
column is reserved for detailing those assets that are vested 
and pending distribution as benefit payments. At the bottom 
of the report the Difference line calculates the amount of 
plan liabilities over and above the assets available to fund 
the replacement plan held in the trust. 

0247. In Block 392, the Plan Sponsor Contribution Con 
firmation report is Selected, which confirms the receipt of 
cash contributions to a plan. The report Shows the amount of 
the contribution and compares it against the amount Sched 
uled to be contributed. This report is transmitted to the plan 
sponsor's computer in Block 404, FIG. 15. 
0248 Specimen 7 is a representative sample of the Plan 
Sponsor Contribution Confirmation report for a Replace 
ment Plan for a Deferred Compensation Plan. Confirmation 
Statements are produced for various transactional activities 
with the Replacement Plan administration process. The most 
frequently generated confirmations are for contributions, 
asset allocation changes and benefit payments. The Contri 
bution Confirmation is sent to the Plan Sponsor to confirm 
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the Source, amount and allocation of any contribution made 
to the Replacement Plan trust investments on behalf of each 
participant. Confirmations can also be sent to participants. 
0249. In Block 394, the Participant's Hypothetical Fund 
Investment Performance Report is selected. This report is 
used by participants to determine the performance of their 
hypothetical portfolio and make asset allocation decisions. 
This report is sent to participants computer 68, FIG. 2, to 
report the performance of their hypothetical investments 
used to measure the benefit liability. 
0250) Specimen 8 is a representative sample of the Par 
ticipant's Hypothetical Fund Investment Performance 
Report for a Replacement Plan. This report summarizes the 
investment activity of all hypothetical benchmark funds 
asSociated with the participant's Replacement Plan benefit 
liability during the reporting period. This report provides the 
participants a detailed accounting of the fluctuations asso 
ciated with their multiple benchmark portfolio. The Percent 
age Change in Value and YTD Percentage Change columns 
help participants analyze the earnings and losses in their 
hypothetical portfolio. The data is downloaded from the 
fund managers or through a network to produce the report. 

0251. In Block 396, the Participant Transaction Confir 
mation Statement is Selected. This is an on-demand State 
ment used to confirm participant initiated transactions. For 
example, if a participant makes a beneficiary change, a 
Statement is Sent confirming the beneficiaries added and 
those deleted, as well as the effective date. More common 
are confirmations for realignment of the asset allocation for 
their hypothetical investment funds and confirmation of 
benefits paid. These reports are transmitted to the partici 
pants computer 68, FIG. 2. 

0252 Specimen 9 is a representative sample of Partici 
pant Transaction Confirmation Statements for a Replace 
ment Plan. A Realignment Confirmation is issued when a 
participant realigns the percentage of assets held in each 
hypothetical fund detailing the Source of the instruction, the 
effective date and the new asset allocation percentages. The 
Payment Confirmation is produced indicating the amount, 
Source and date of payment for any benefit payment made to 
the participant, whether a lump Sum or annuity-type pay 
ment. 

0253) In Block 398, the Other Reports selection is used 
for expanding the menu with additional reports to be created 
as needed. 

0254 Turning now to FIG. 15, the logic continues with 
the plan Sponsor's accounting for the replacement plan in its 
financial Statements. The accounting is an important part of 
the plan sponsor's decision to implement a replacement 
plan. In this invention, at least two accounting Scenarios are 
available. The first is the traditional method of accounting 
for the benefit as a balance sheet liability and the increase in 
benefits as an earnings Statement item. 

0255 The second scenario, not readily available before 
this invention, is the assumption of the fiduciary responsi 
bility for the benefit liability by a third-party benefit pro 
vider. In this case, the plan Sponsor out-Sources the entire 
benefit liability and the accounting is limited to an expense 
entry. The provider then assumes the fiduciary responsibility 
of the plan Sponsor. 
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0256 The logic continues in Block 400, where the 
Assumption of Benefit Liability is entered. 

0257 Block 403 receives the entry that the benefit liabil 
ity is being out-Sourced to a third-party provider and inputs 
the total plan contribution from the plan administrator's 
Contribution Confirmation Report in Block 392, FIG. 14. 
For example, if the plan is for 400 employees, with a total 
confirmed contribution of S4,000,000.00, the S4,000,000.00 
is entered. 

0258. In Block 405, the total contribution is recorded as 
an ordinary busineSS expense on the earnings Statement, and 
may be a tax-deductible item, depending on the plan Spon 
Sor's tax situation. No further plan Sponsor accounting is 
required. If the liability is not being assumed, Block 401 
receives an input of the plan liabilities from the Plan 
Administrator's Statement of Liabilities Report in Block 
382, FIG. 14. Generally, plan sponsors prepare quarterly 
financial Statements, and therefore, the plan administrator 
prepares reports quarterly. However, reports and reports can 
be prepared at any interval. 

0259 Block 402 receives input of the Plan Assets from 
the Plan Administrator's Asset Allocation Report, Block 
386, FIG. 14. The plan assets are the total of the assets held 
in trust to fund the plan sponsor's plan. Block 404 receives 
input of the increase in Plan Contributions Assets from the 
Plan Administrator's Contribution Confirmation Reports, 
Block 392, FIG. 14. This input is of the contribution made 
Since the last reporting period. For example, if the plan calls 
for a quarterly contribution of S100,000.00 and the pay 
ments have been made in a timely manner, the increase in 
plan contributions for the current quarterly reporting period 
can be S100,000.00. This data is provided to the Plan 
Administrator as a Plan Transaction in Block 294, FIG. 11. 

0260. In Block 406, the data inputted from the Plan 
Administrator's Asset/Liabilities Comparison Report, Block 
390, FIG. 14, is used to calculate the Change in Plan Assets. 
The calculation is based on Subtracting the total assets at the 
beginning of the period from the assets at the end of the 
period, resulting in the change in value. The change will be 
either an increase or decrease in assets. 

0261). In Block 408, the data is inputted from the Plan 
Administrator's Asset/Liabilities Comparison Report, Block 
390, FIG. 14 and is used to calculate the Change in Plan 
Liabilities. The calculation is based on Subtracting the total 
liabilities at the beginning of the period from the liabilities 
at the end of the period, resulting in the change in value. The 
change will be either an increase or decrease in liabilities. 

0262. In Block 407, the calculated results from Blocks 
406 and 408 are used to determine Changes in Asset 
Allocation, which is transmitted to the Plan Administration 
Central Computer, Block 292, FIG. 11, to be entered into the 
System as a plan transaction. Input is also communicated 
regarding the participants asset allocation for planning 
purposes from Block 282, FIG. 10. 

0263. In Block 410, the Impact on the Earnings State 
ment is calculated. The calculation is based on the difference 
between the financial results with and without the replace 
ment plan. Depending on the replacement plan design, the 
earnings impact may be different for each plan design. The 
plan design System includes the earnings impact calculation, 
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but in general, the earnings impact will be the increase in 
earnings on the benefit liabilities. 
0264. In Block 412, the Impact on Cash Flow is calcu 
lated. The calculation is based on the difference between the 
financial results with and without the replacement plan. 
Depending on the replacement plan design, the cash flow 
impact may be different for each plan design. The plan 
design System includes the cash flow impact calculation, but 
in general, the cash flow impact will be the increase in 
contributions and benefits paid. 
0265. In Block 414, the Impact on the Balance Sheet is 
calculated. The calculation is based on the difference 
between the financial results with and without the replace 
ment plan. Depending on the replacement plan design, the 
balance sheet impact may be different for each plan design. 
The plan design System includes the balance sheet impact 
calculation, but in general, the balance sheet impact will be 
the increase in benefit liabilities. 

0266 Moving to FIG. 16, the Marketing Computer pre 
pares proposals and tracks marketing activities. The mar 
keting System will be used by the consultant, as well as by 
others. It is linked to the Central Computer, the administra 
tive computer, and the consultant's computer. 
0267 Block 450 receives the illustrations as input from 
the central digital computer, Block 112, FIG. 3. The illus 
trations are in Spreadsheet form, without Supportive and 
explanatory text. In Block 452, the decision to prepare a 
Proposal is entered. A proposal is prepared for a potential 
plan Sponsor that wants to analyze the financial and human 
resources impact of installing a replacement plan. 

0268 If not preparing a proposal, Block 454 receives 
input of Marketing Activities from the illustrations that are 
generated and from the consultants activities reported from 
Block 524, FIG. 18. Marketing activities include such 
information as the plan sponsor's name, location, plan 
design, date of last contact, date of next contact, marketing 
process Status, marketer's name and company, and Similar 
information that might be needed by management. 

0269 Block 456 Tracks the Marketing Activities using 
database Software to organize the marketing data. It is 
anticipated that there will be several marketers from differ 
ent companies marketing the replacement plans. The track 
ing System will track the marketing activities by marketer 
and by plan design. For example, the database will track the 
activity for ABC Consulting Firm, while also tracking all of 
the firms that have presented a particular replacement plan, 
such as the Private Stock Option Plan. 
0270. In Block 458, the database generates a periodic 
Marketing Activity Report in written and electronic formats. 
The report details the information in the database relative to 
calls, prospects, proposals outstanding, and other related 
information, organized by marketer and plan design. The 
report is updated at least weekly and can be accessed 
electronically at any time. 

0271 In Block 460, the database generates a periodic 
Marketing Status Report in written and electronic formats. 
The report details the information in the database relative to 
the progreSS of plan sponsors through the Sales and imple 
mentation processes organized by marketer and plan design. 
The report can also contain completed Sales transactions 
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with marketer's revenue totals. The report is updated at least 
weekly and can be accessed electronically at any time. 
0272. If a proposal request is inputted, Block 462 
receives input from the marketer or from the computer's 
memory of pre-formatted text that Supplements and explains 
the illustrations. The text will contain technical references 
and can be customized to be client Specific. 
0273 Block 464 receives an input of the plan sponsor's 
data from the consultant's computer, Block 366, FIG. 13, or 
from the plan sponsor's computer, Block 368, FIG. 13. The 
plan Sponsor data includes the plan Sponsor's name, address, 
contact perSons, decision makers, telephones, faxes and 
e-mails, current plan data, replacement plan interest, tax 
data, and other pertinent information. This data is also 
transmitted to Block 273, FIG. 9, which is the Plan Admin 
istration Database. 

0274. In Block 466, the Proposal Documents are gener 
ated for presentation to the client. The proposal is comprised 
of the Replacement Plan illustrations and text, which has 
been customized to conform to the plan sponsor's data. The 
proposal text will parallel the Plan Sponsor's Administrative 
Guidebook (see Specimen 2) in form and content, except 
that it will be presented in more of a marketing format. It 
will explain the purpose of the Replacement Plan and the 
rationale for the plan design, as well as detail the product 
Selection process and the conclusions on product and invest 
ment options Selection. In addition, the implementation and 
participant enrollment procedures are outlined. Likewise, 
the plan administration Services can be outlined to ensure the 
long-term Success of the Replacement Plan. The text Sup 
porting the Replacement Plan illustration can explain the 
financial impact of the Replacement Plan's economics on 
the plan Sponsor's financial Statements. The proposal is 
manually packaged for presentation to the client. 
0275 If the consultant wishes to prepare additional case 
Study or Sensitivity analysis independent of this invention, 
the proposal documents can be transmitted to the consult 
ant's case study/sensitivity analysis computer 70, FIG. 2. 
The additional case Studies and Sensitivity analyses can also 
be included in the proposal documents. 
0276. In Block 468, a decision is made to prepare case 
study analysis within this invention. If after reviewing the 
proposal, the client wishes to review one or more case 
Studies, the process returns to the illustration of the Replace 
ment Plan, Block 228, FIG. 8 to generate a new illustration 
with different data. 

0277 If a case study is not requested, Block 470 requires 
a decision on preparing a Sensitivity analysis within this 
invention. If a Sensitivity analysis is requested, the data is 
transmitted to the Central Computer, Block 100, FIG. 3, to 
rerun the entire comparative illustrations using different 
assumptions. If additional analysis is not required, the logic 
returns to the marketing computer 50. 
0278 Turning now to FIG. 17, the system provides 
ancillary financial Services to the replacement plan partici 
pants, which are intended to assist them in their individual 
financial affairs and Supplement the benefits provided 
through the replacement plan. The Services are provided by 
World-class financial institutions with extensive expertise 
and experience. The Services are accessible through the 
Internet, telephone, fax, mail, e-mail and any other practical 
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means. These Services do not require a plan Sponsor, but may 
be endorsed by a plan Sponsor. They can also be offered as 
Stand-alone Services, not connected to a replacement plan. 
0279. The logic continues in Block 480, which receives 
an input of the Eligible Employees from the Consultants 
Computer 64, FIG. 1, the Plan Administration Central 
Database, Block 260, FIG. 9, and/or the Plan Sponsor's 
Computer 22, FIG. 2. The participant can also make direct 
contact through the Participant's Computer 68, FIG. 2. To 
control the access, a password may be used. Eligibility is 
based on being a plan participant and/or enrolled by a 
consultant or provider, with sufficient assets to benefit from 
the Services, as defined by the providers. 
0280 The logic continues in Block 482 where the eligible 
participants are contacted in writing or electronically to 
inform them of the services. Notification may also be 
provided in the replacement plan participant's enrollment kit 
with the plan Sponsor's approval. 

0281. In Block 484, the participant may access the ser 
vices via the Internet or some alternative network. In Block 
486, the participant responds by using the Participants 
Computer 68 to access the Internet or other network to 
review the Selection of available products and Services. In 
Block 488, the participant decides to access Private Banking 
Services, which can be provided by one or more financial 
institutions. 

0282) In Block 500, Private Banking Services is selected 
and the participant is presented a menu of products and 
Services from which to choose those that are of most interest 
or best Suits the participant's needs. Each institution will 
decide independently which Services to provide, but the 
typical Services include cash management, lending, letters 
of-credit, personal financial Statement preparation, and other 
Similar Services. AS the participant Selects a particular prod 
uct or Services, a list of providers of the particular products 
or Services can be displayed, from which the participant 
makes a Selection. At that time, the Selected provider's 
marketing and other presentation materials will be displayed 
on the Internet/network for the participant's review. The 
participant may Subsequently contact the Selected provider 
by telephone, fax, letter, e-mail, or directly through the 
network being used. This initial contact can be to obtain 
additional information or to transact business. The provid 
ers computers will Store independent Software programs to 
prepare and provide the products and Services being offered 
by that provider. To build the system to provide the services 
in Block 500 simply requires the adaptation of the providers 
current computer that are being used to provide traditional 
transactional banking Services, Such as checking accounts, 
loans, and other Similar Services. 
0283 Specimen 10 is a representative sample of a draft 
brochure offering private banking Services for overseas 
participants. The brochure offers the services needed by 
participants and can be accessed by the Internet. 
0284. In Block 490, the participant decides to access 
Investment Management Services, which can be provided 
by one or more financial institutions. In Block 502, Invest 
ment Management Services is Selected and the participant is 
presented a menu of products and Services from which to 
choose those that are of most interest or best Suits the 
participant's needs. Each institution will decide indepen 
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dently which Services to provide, but the typical Services 
include asset allocation, fixed income management, equity 
management, tax-efficient investments, Guaranteed Return 
Income Plan, performance reporting, manager Selection, and 
other Similar Services. AS the participant Selects a particular 
product or Services, a list of providers of the particular 
products or Services can be displayed, from which the 
participant makes a Selection. At that time, the Selected 
provider's marketing and other presentation materials will 
be displayed on the Internet/network for the participants 
review. The participant may Subsequently contact the 
Selected provider by telephone, fax, letter, e-mail, or directly 
through the network being used. This initial contact can be 
to obtain additional information or to transact business. The 
providers computers will Store independent Software pro 
grams to prepare and provide the products and Services 
being offered by that provider. 
0285) To build the system to provide the services in Block 
502 requires the integration of several different software 
capabilities. First, the provider's computer can prepare a 
financial analysis of the participant's goals and objectives, 
relative to participant's current assets and net Worth, to 
determine the required net-after-tax rate-of-return required 
for funding the goals, based on agreed assumptions regard 
ing tax rates, inflation and cash flow capabilities. The next 
Step can be to use the required Rate-of-Return as a bench 
mark for a Second Software package that could use the 
principles of Modern Portfolio Theory to develop an Effi 
cient Frontier analysis to determine the optimum portfolio 
with the desired expected rate-of-return and the lowest risk, 
as measured by Standard deviations. Next, the optimized 
portfolio can be used to develop a Strategic Investment Plan, 
which can be the asset allocation used to actually allocate 
funds among cash, fixed income, equity, and hard asset 
investments funding the Strategic investment plan. The Stra 
tegic Investment Plan is the primary tool for providing 
investment management Services. It establishes the bench 
mark against which performance is measured and provides 
the investment mangers a detailed guideline for Selecting 
Specific investments for the participant. In addition, an 
investment policy can also be formulated from the Strategic 
Investment Plan to provide a formal guideline for invest 
ment managerS. 

0286 The third step in providing investment manage 
ment Services involves administering the Strategic invest 
ment plan in accordance with the investment policy. If 
desired, a different Software package can be used to admin 
ister the investments. This Software can track cost basis, 
investment amounts, investment performance, and tax con 
Sequences, while producing reports that show the participant 
how the portfolio is performing by asset class, Subclass, and 
individual investments. This administration database Soft 
ware can also be used to track the performance of indepen 
dent investment managers, who may be Selected by the 
participant to manage investments, by compiling the data 
from their periodic reports or by direct download via the 
Internet or other network. All of these Software functions can 
be found in commercial packages on the market. This 
invention provides the delivery System. 
0287 Specimen 15 is a representative sample of a Stra 
tegic Investment Plan for a Replacement Plan Participant 
that can be provided through the Investment Management 
Internet Services and the Financial Planning Internet Ser 
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vices. The Strategic Investment Plan (SIP) divides the 
participants investable assets into the four main asset 
classes of cash, fixed income, equities, and hard assets. 
Based on a separate financial analysis, the Strategic Allo 
cation benchmark is shown on the left of each asset class and 
is designed to result in a 10% net after-tax rate-of-return, 
based on historical data using Modern Portfolio Theory. 
Each asset class is divided into Sub-classes, with Specific 
investments selected for each sub-class. The Security Per 
cent Allocation for each Specific investment is then shown. 
Based on the Specific allocation, the ASSet Class Allocation 
is determined for comparison to the Strategic Allocation. In 
this representative Sample, the 63.61% equity allocation 
exceeds the Strategic Allocation of 55% and the hard asset 
allocation is less than the 10% Strategic Allocation, which 
reflected the participant's personal desire to not invest in real 
estate or other hard assets. At the end of the Schedule, the 
percentages all add to 100% and the total of the allocations 
to the investment Securities totals the available investable 
aSSetS. 

0288. In Block 492, the participant decides to access 
Financial Planning Services, which can be provided by one 
or more financial institutions. In Block 504, Financial Plan 
ning Services is Selected and the participant is presented a 
menu of products and Services from which to choose those 
that are of most interest or best Suits the participant's needs. 
Each institution will decide independently which services to 
provide, but the typical Services include tax planning, cash 
flow planning, retirement planning, investment planning, 
estate planning, insurance planning, education funding, spe 
cific goals funding, and other similar Services. AS the 
participant Selects a particular product or Services, a list of 
providers of the particular products or Services can be 
displayed, from which the participant makes a Selection. At 
that time, the Selected provider's marketing and other pre 
Sentation materials will be displayed on the Internet/network 
for the participant's review. The participant may Subse 
quently contact the Selected provider by telephone, fax, 
letter, e-mail, or directly through the network being used. 
This initial contact can be to obtain additional information or 
to transact business. The providers computers will Store 
independent Software programs to prepare and provide the 
products and Services being offered by that provider. 
0289 To build the system to provide the services in Block 
504 requires the integration of different software capabili 
ties, although there are Several providers that have a single 
Software package that integrates the Six elements of personal 
financial planning (cash flow, taxation, investments, retire 
ment, estate planning and insurance). There can be Some 
overlap in the Services provided through estate planning and 
investment management, but generally, the financial plan 
ning may not be as detailed as the other specialized Services. 
In addition, the financial planning Services tend to be used 
more by participants with leSS wealth than those typically 
interested in investment management and estate planning. 
0290 The main distinction in the financial planning ser 
vices provided by this invention, when compared to other 
providers, is the integration of multi-jurisdictional planning 
for participants Subject to multiple tax authorities, Such as a 
German citizen working in Japan with a U.S. 401(k) plan 
holding U.S. Situs assets. In these cases, the tax laws of each 
country should be considered in making planning recom 
mendations. 
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0291. In Block 494, the participant decides to access 
Estate Planning Services, which can be provided by one or 
more financial institutions. In Block 506, Estate Planning 
Services is Selected and the participant is presented a menu 
of products and Services from which to choose those that are 
of most interest or best Suits the participant's needs. Each 
institution will decide independently which Services to pro 
Vide, but the typical Services include current estate analysis, 
host country jurisdictional analysis, current will review, 
current trust review, multi-jurisdictional estate planning, 
legal referral Service, trust Services, estate Settlement Ser 
vices, and other Similar Services. AS the participant Selects a 
particular product or Services, a list of providers of the 
particular products or Services can be displayed, from which 
the participant makes a Selection. At that time, the Selected 
provider's marketing and other presentation materials will 
be displayed on the Internet/network for the participants 
review. The participant may Subsequently contact the 
Selected provider by telephone, fax, letter, e-mail, or directly 
through the network being used. This initial contact can be 
to obtain additional information or to transact business. The 
providers computers will Store independent Software pro 
grams to prepare and provide the products and Services 
being offered by that provider. 
0292 To build the system to provide the services in Block 
506 requires elements of estate taxation, trusts and insur 
ance. The main distinction in the estate planning Services 
provided by this invention, when compared to other provid 
ers, is the integration of multi-jurisdictional planning for 
participants Subject to multiple tax authorities, such as a U.S 
citizen working in Switzerland with U.S. and Swiss situs 
assets and a non-U.S. citizen Spouse. 
0293. Upon the participants request, the estate planning 
system in Block 506 will electronically provide the partici 
pant's computer 68 with a data collection form, which will 
be completed manually or electronically by the participant 
and returned. In turn, the estate planning provider will 
prepare the analysis, using a Software program, and return 
the completed analysis to the participant. Follow-up discus 
Sions will be by voice or electronic means, with implemen 
tation assistance available upon request from provider law 
firms. 

0294. In Block 496, the participant decides to access 
Relocation Planning Services, which can be provided by one 
or more financial institutions. In Block 508, Relocation 
Services is Selected and the participant is presented a menu 
of products and Services from which to choose those that are 
of most interest or best Suits the participant's needs. Each 
institution will decide independently which Services to pro 
Vide, but the typical Services real estate brokerage Services, 
education/School location Services, language Services, local 
area familiarization Services, efficient buying Services, mov 
ing Services, and other similar Services. AS the participant 
Selects a particular product or Services, a list of providers of 
the particular products or Services can be displayed, from 
which the participant makes a Selection. At that time, the 
Selected provider's marketing and other presentation mate 
rials will be displayed on the Internet/network for the 
participants review. The participant may Subsequently con 
tact the Selected provider by telephone, fax, letter, e-mail, or 
directly through the network being used. This initial contact 
can be to obtain additional information or to transact busi 
neSS. The providers computers will Store independent Soft 
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ware programs and databases to prepare and provide the 
products and Services being offered by that provider. 
0295 Upon the participant's request, the relocation sys 
tem in Block 508 will electronically provide the partici 
pants computer 68 with a data collection form, which will 
be completed manually or electronically by the participant 
and returned. In turn, the relocation provider will prepare a 
proposal, using a Software database program, and return the 
completed proposal to the participant. Follow-up discus 
Sions will be by voice or electronic means, with implemen 
tation assistance available upon request from various pro 
vider firms. 

0296. In Block 498, the participant decides to access 
Other Services, which are provided by one or more financial 
institutions. Each institution will decide independently 
which services to provide through the network created by 
this invention, and the methodology follows the Same logic 
as described for the other services. In Block 512, the usage 
of the Internet/network Services is recorded by contacts 
made by participants to each provider and transmitted to the 
Revenue Accounting Computer 72, at Block 1238, FIG.37. 
0297 Turning to FIG. 18, the independent consultant's 
computer integrates with the Central Computer in Block 2, 
FIG. 2, as well as Sending and receiving data from the plan 
administration computer in Block 20, FIG. 2. The indepen 
dent consultant may be the primary user of this invention, 
and has to be able to access various parts of the System. 
0298 Block 520, the independent benefits consultant 
maintains a database of clients for which consulting Services 
are provided. The consultant provides a myriad of Services, 
in which providing replacement plans is included. 
0299 The consultants computer uses data received from 
tax and accounting compliance computers, Block 521, to 
design and maintain benefit plans. These computers may be 
linked to the Internal Revenue Service or other compliance 
agencies. 

0300. In Block 522, the consultant's computer performs 
consulting functions and provides consulting Studies to 
clients. In Block 524, the consultant provides input to the 
Central Computer, Block 2, FIG. 2, to start the process of 
designing a replacement plan for the consultant's client. The 
Plan Administration Computer also receives information, 
from which reports are prepared and Sent to the consultant 
for review in Block 522. The consultant performs the needed 
activities to review the reports and advises the client. The 
consultant may also provide additional input to the Central 
Computer, which may result in changes to the plan design or 
funding. New reports are generated, Sent to the consultant, 
and the logic continues. Replacement Plans marketing 
activities are also transmitted to the Marketing Computer 50 
through Block 454, FIG. 16, for the preparation of the 
marketing activity report. 

0301 Moving to FIG. 19, the Replacement Plan Invest 
ment Funds Database records and accounts for the plan 
Sponsors assets, which are being invested by the money 
managers, who are acting as "Sub-advisors' under the 
replacement plan arrangement. The Sub-advisors are holding 
the only tangible assets for funding the replacement plan. 
The Sub-advisors are Substantial world-class financial insti 
tutions with extensive expertise and experience in managing 
money. 
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0302 Block 602 receives an input of the amount of the 
funds to be managed for the replacement plans from the 
Trustee, Block 972, FIG. 32. The funds can be the gross 
contribution to the plan less the administrative fees and 
expenses incurred to maintain the plan. For example, if the 
total plan contribution is S20,000,000.00 and the associated 
fees and charges totaled S1,000,000.00, only 
S19,000,000.00 can be transferred to the money managers 
for investing. 

0303 Block 604 receives input from the Trustee, Block 
970, FIG. 32, on the Asset Allocation to be used by the 
managers to mange the money. The asset allocation is by 
asset class and Sub-class, with managers that may specialize 
in a particular asset class or Sub-class. Typically, there are 
four classes of assets-cash and cash equivalents, fixed 
income (interest bearing) assets, equity assets, and hard 
assets. In each class, there are Subclasses. For example, cash 
assets are Subdivided into cash, money market, and short 
term U.S. Treasury securities. Fixed income investments 
may be Subdivided into domestic and foreign government 
bonds, corporate bonds, and municipal bonds, as well as 
certificates of deposits and fixed annuities. Equity invest 
ments can be Subdivided into domestic and foreign income 
Stocks, growth and income, growth, aggressive growth, 
Small company and Sector investments. Hard assets are 
usually Subdivided into precious metals, real estate, art, and 
precious gems. 

0304 Block 606 receives input from the Trustee, Block 
972, FIG. 32, on the investment policy for the various 
managers, based on the investment objectives of the plan 
Sponsor. Each replacement plan will have an investment 
policy drafted by the Trustee and investment advisor to 
outline the parameters and limits for the Sub-advisors invest 
ing the funds. An investment policy provides the Sub-advisor 
with guidelines for making investments. For example, an 
investment policy may have a provision Stating that only the 
Stock of domestic companies with a certain market capitali 
Zation size, which do not manufacture guns or tobacco, are 
to be purchased. 
0305. In Block 608, the securities purchases and sales are 
entered. AS each manager buys and Sells individual Securi 
ties, the transactions are recorded in the database. The 
Specific transactions to track are trade dates, realized gains 
and losses, cost basis, and Verification of portfolio holdings. 
The method for transferring this data to the database is 
unique to the Systems used by each Sub-advisor/manager. 

0306 In Block 610, the Trustee’s transactions are 
entered. The Trustee may make direct investments, Such as 
Secured loans, Shift funds from one manager to another, add 
and delete managers, and other similar transactions. The 
method of transferring this data to the database is unique to 
the systems used by the Trustees. In Block 612, investment 
Income and Expense Accruals are entered. Daily activity in 
the investment accounts requires tracking dividend income, 
interest income, accrual of discount, amortization of pre 
mium, investment advisory fees, custodial fees, accounting 
fees, insurance fees, and other fees, which are recorded in 
the database. This data is provided from the money manag 
er's daily activity being tracked and recorded in Block 622, 
FIG. 19. 

0307 The data in the database is used in Block 614 to 
calculate the allocation of the investment funds to the 
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various sub-advisors. It is the Trustee that has the fiduciary 
responsibility to make the invested assets equal the benefit 
liabilities. Therefore, the Trustee develops the overall asset 
allocation recommendations for the investment advisor, 
based on the plan participants overall asset allocation for 
the benefit liability. The asset allocation will specify the 
asset classes and Sub-classes. 

0308 The sub-advisors have investment class specialties. 
One manager may specialize in European equities, while 
another specializes in U.S. Government bonds, while still 
another may specialize in real estate REITS. Consequently, 
the Trustee will consult with the investment advisor to 
allocate the assets to the respective Sub-advisorS/managers 
based on the asset allocation needed to equal or out perform 
the liabilities, matching the manager to the asset class and 
Sub-class. 

0309. In Block 616, the assets are transferred electroni 
cally to the investment advisor and Subsequently to the 
Sub-advisorS/managers in accordance with the asset alloca 
tion. In Block 618, the managers will acknowledge the 
receipt of the funds for investing and maintain Separate 
accounts for the funds, avoiding any commingling of the 
assets with other investment funds unless Specifically agreed 
in advance. 

0310. In Block 620, the transferred funds are invested in 
accordance with the investment policy and according to the 
asset allocation by the investment managers. Compliance 
with the investment policy will be automatically monitored, 
and periodic compliance reports will be Submitted to the 
Trustee. 

0311. In Block 622, the investment managers’ daily 
activities are tracked. At the end of each day, the manager 
needs to be able to report the net value of the account. This 
information is important to the remainder of the process. The 
reporting is made electronically, and is transmitted to BlockS 
612, 656 and 658, FIG. 19. 

0312. In Block 624, the total assets under management 
amount is transmitted to the Revenue Accounting Computer 
72, through Block 1230, FIG. 37. 
0313 The logic continues to FIG. 20, where the Net 
Asset Value of the Sub-advisor's accounts is determined. The 
Net Asset Value can be calculated by the sub-advisors/ 
investment managers or by a third-party firm Specializing in 
that work. In either case, the results are the same. 

0314. In Block 650, Trustee transactions are entered from 
Block 610, FIG. 19. In Block 652, Income and Expense 
Accruals are entered from Block 612, FIG. 19. In Block 
654, Securities Transactions are entered from Block 608, 
FIG. 19. In Block 656, Corporate Actions are entered from 
Block 622, FIG. 19. Corporate actions include such trans 
actions as Stock Splits, mergers and acquisitions, Stock 
dividend, Spin-offs, callable bonds, principal pay-downs, 
and similar transactions. In Block 658, Market Value Cal 
culations are entered from Block 622, FIG. 19, which 
include Such items as amortized book value, original issue 
discounts, unrealized gains and losses, and Similar transac 
tions. 

0315) In Bock 660, the Net Asset Value of each portfolio 
is calculated. From that calculation, reports and reconcilia 
tions are generated. The Net ASSet Value is also transmitted 
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to Block 753, FIG. 22, where it is used to determine the life 
insurance policy values. In Block 664, the periodic Recon 
ciliation Reports are generated, which can include various 
types of investment management information, Such as divi 
dend and interest, gains and losses Schedule, book value 
Verification between periods, custody reconciliation, and 
Net Asset Value rollover. Reconciliations can be generated 
for any period, but are typically issued daily and monthly. 
0316) Specimen 11 is a representative sample of an Asset 
Reconciliation Report for a Replacement Plan. The speci 
men exemplifies the information that may be used to rec 
oncile a bond portfolio. This statement includes the infor 
mation needed to reconcile the value allocated to the 
particular division of the total portfolio, including the Trade 
Date, Settlement Date, Maturity Date, Currency Par Value, 
Book Value, Coupon Rate, and the current Market Value. At 
the end of the report details regarding Sales and purchases, 
dividends and interest, other assets and liabilities, and 
accrued fees and charges are entered. 
0317. In Block 662, the periodic Accounting Reports are 
generated, which include general ledger and trial balances, 
dividend and interest ledgers, purchases and Sales journal, 
and Similar reports. When life insurance is used, this data is 
also transmitted to Blocks 880 through 896, FIG. 29, where 
it is used to calculate the policy's Investment Income, as part 
of the life insurance administration System. 
0318. In Block 666, the Quarterly Diversification Testing 
Report is generated in accordance with Internal Revenue 
Code Section 817h. The testing format follows a prescribed 
format, which is an industry Standard, and not unique to this 
invention. 

03.19. In Block 668, other reports are generated, such as 
disaster recovery reports, error policies and procedures 
reports, and Similar reports as needed. 
0320 Continuing to FIG. 21, life insurance may be 
Selected as a funding vehicle for the replacement plan, and 
in fact, is the preferred method of funding. Although various 
forms of life insurance may be used for funded benefits with 
this invention, the type being illustrated is Group Private 
Placement Variable Universal Life, which is issued by a 
foreign carrier and purchased by the Trustee of an offshore 
trust. The Trustee is both the owner and the beneficiary of 
the insurance contract(s). The participants have no incidence 
of ownership, nor do they have any beneficial interest in the 
policy's values. They are only the insureds. In addition, the 
contract is underwritten on an aggregate-funded, guaranteed 
issue basis, and may not be Subject to the taxes and expenses 
asSociated with U.S. regulated insurance contracts. Other 
features include variable morality that can comply with IRC 
Section 7702 regulations to qualify in the U.S., or the 
mortality can be “dialed down” to meet foreign competition. 
Prior to this invention, this life insurance product did not 
exist for the international marketplace. FIG.21 is the system 
for administration of this new form of life insurance. 

0321) Specimen 14 is a representative sample of the 
Product Specifications for this new form of Group Private 
Placement Variable Universal Life Insurance Policy. The 
Specimen outlines the design purpose of the contract, the 
unique ownership by an offshore trust, the Special applica 
tion of underwriting to lower risks associated with insuring 
foreign lives, and the flexible “dial-in” design features. The 

Apr. 24, 2003 

built-in charges are also specified, as well as the preferred 
investment options and World-class Sub-advisors. 
0322. In Block 701, the decision is made by the Trustee 
of the benefits trust to use life insurance as a funding vehicle. 
In Block 700, the initial Gross Premium is entered from the 
Trustee in Block 972, FIG. 32. The gross premium is equal 
to the net contribution into the plan, which can be the groSS 
contribution to the plan leSS any plan Participation Fees and 
the Plan Administration Fees incurred to maintain the plan. 
For example, if the total plan contribution is S20,000,000.00 
and the associated participation and plan administration fees 
totaled S200,000.00, the remaining S19,800,000.00 can be 
the gross premium. The Gross Premium is reduced by the 
applicable taxes (DAC and State premium tax) to produce 
the Net Premium (see FIG.25). Further insurance company 
charges and fees will reduce the Net Premium to the net 
investment that is transferred to the money mangerS/Sub 
advisors to invest in Block 602, FIG. 19. The Gross Pre 
mium is also transmitted to Block 800, FIG. 25, to be used 
in the calculation of the net premium for policy administra 
tion purposes. In addition, this data is transmitted to the 
Revenue Accounting Computer 72, Block 1224, FIG. 37, 
for use in calculating the policy fee. 
0323) In Block 702, the Policy Values are entered from 
FIG. 22. In Block 704, the Deferred Acquisition Cost 
(DAC) receivable is entered from FIG.23. In Block 706, the 
Mortality Reserve is entered from FIG. 24. In Block 708, 
the Change in the Value of the Product Assets is calculated. 
The calculation is performed by Subtracting the Total Prod 
uct Assets Opening Balance from the Total Product Assets as 
of the last market date of the reporting period. The opening 
balance is the Sum of the initial groSS premium, the policy 
value. The DAC receivable, and the mortality reserve. The 
closing balance is the Sum of the policy values, the DAC 
receivable, the mortality reserve, and the unamortized pre 
mium tax. 

0324) In Block 710, the Death Benefits Paid are entered 
from FIG. 31, which is the total proceeds paid resulting 
from claims. The death benefits will be increased by any 
interest paid on the proceeds from the date of death to the 
date of payment. In Block 712, the Total Change in Policy 
Value is calculated, which is the total of the product change 
in value and death benefits paid. 
0325 In Block 714, the new policy value is calculated by 
adding the total change in policy value to the policy value 
entered in Block 702. In Block 716, the Cash Value Reports 
are generated and transmitted to the Trustee in Block 958, 
FIG. 32. The Cash Value Report sent to the Trustee can be 
the aggregate assets of Several plan Sponsors Replacement 
Plans or for a single plan, depending on the trust design. A 
Master Trust will tend to aggregate funds for Several plans. 
An abbreviated Cash Value Report can be sent to the plan 
Sponsor for each Replacement Plan. 
0326 Specimen 12 is a representative sample of a Trust 
ee's Cash Value Report for a Private placement Variable 
Universal Life Insurance Policy used to fund a Replacement 
Plan. The report is composed of a Summary page and 
Supporting Schedules detailing the Specifics of the policy 
administration. The Summary begins with the determination 
of the Total Opening Balance. The ending balances for the 
prior period become the opening balances for the current 
period. The Policy Values, DAC Receivable, Mortality 
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Reserve, and any Free-look Adjustment opening balances 
are presented for the current reporting period and prior 
periods, and when added to provide the Total Opening 
Balance. New Premium Received or premium Rescinded is 
added to or subtracted from the Total Opening Balance. The 
Closing Balances of the Policy Values, DAC Receivable, 
Mortality Reserve, and any Free-look Adjustment are added 
to provide the Total Closing Balance. The opening is Sub 
tracted from the closing balance to provide the ASSets 
Change in Value. The DAC Refunds are added to the value 
and Death Benefits Paid are subtracted to provide the Total 
Change in Value. For informational purposes, the Interest 
Income on Death Benefits is also shown, as well as the 
Annualized Yield on the Opening Balance. 
0327. The Asset Value Analysis is a supporting schedule 
that calculates the closing balance for the Policy Value, the 
DAC Receivable, and the Mortality Reserve for the current 
reporting period and prior periods. The ASSet Charges and 
Net Cost of Insurance Analysis is a Supporting Schedule that 
calculates the Total Investment Management Charges, the 
Net Mortality and Expense Risk, and the Net Cost of 
Insurance for the current reporting period and prior periods. 
The Premium Report calculates the Net Premium Payments 
from the plans inception, as well as any Premium Tax 
Adjustments. The Mortality Reserve Calculation analysis 
determines the End of Period Contingent Reserve. 
0328 Specimen 13 is a representative sample of a Plan 
Sponsor's Cash Value Report for a Private placement Vari 
able Universal Life Insurance Policy used to fund a Replace 
ment Plan. This report is Replacement plan Specific and lists 
the cash value attributable to each participant, identified by 
a contract or certificate number. The Premium is itemized, 
from which is Subtracted the Premium and DAC Tax 
Expense, the Administrative Fee and the Cost of Insurance 
to provide the Pre-Earnings Balance. The Investment Expe 
rience, which is the earnings, is added to produce the Ending 
Cash Value for the participants. The Total of the participants 
cash values is the asset that offsets the total participants 
benefits liability. 
0329. Moving to FIG. 22, the Closing Balance Policy 
Value is determined. There are two alternatives for deter 
mining the policy value. Either the Unit Value Accounting 
Method is used, or it is not used. Both methods end with the 
calculation of Policy Value. 
0330. In Block 751, the Unit Value Accounting Method is 
selected. In Block 750, the Policy Value Opening Balance is 
entered, which is the prior period's Policy Value Closing 
Balance. Block 752 receives the Net Premium input from 
FIG. 25, which is the net premium paid during the reporting 
period. Bock 754 receives the Cost of Insurance (COI) 
expense input from FIG. 26, which is the cost of insurance 
charges deducted from the policy values during the reporting 
period. 
0331 Block 756 receives the Net Mortality and Expense 
(M&E) charges from FIG. 27, which are the M&E charges 
deducted from the policy values during the reporting period. 
In Bock 758, the Administration Fee is manually entered for 
each policy and is a per policy fee for policy administration. 
This is a fixed fee expressed as a percentage of the premium 
and is usually in the 15 to 25 basis points range. However, 
this fee is usually negotiable by the client. 
0332. In Block 760 the Deferred Acquisition Cost (DAC) 
tax refunds to the policy are entered from Block 784, FIG. 
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23, which are added to the policy values. Block 762 receives 
the Investment Values Released Due to Death input from 
Block 926, FIG. 31, which is the amount of investment 
value released due to claim proceeds paid during the report 
ing period. 
0333 Block 764 receives Investment Management 
Charges from FIG. 28, which are the investment manage 
ment charges deducted from values. Block 766 receives the 
Investment Income input from FIG. 29, which is the invest 
ment income to the policy before any charges are made. In 
Block 768, the Policy Value Closing Balance is calculated. 
The calculation begins with the policy value opening bal 
ance, adding net premium, DAC refunds, and investment 
income, ten Subtracting COI expense, administration fees, 
M&E charges, investment values released, and investment 
management charges to derive the Policy Value Closing 
Balance. 

0334. When the Unit Value Accounting Method is used, 
Block 753 receives the Net Asset Value input from Block 
660, FIG. 20. 
0335 Block 755 receives the Net Premium input from 
FIG. 25, which is the net premium paid during the reporting 
period. Block 757 receives the Cost of Insurance (COI) 
expense input from FIG. 26, which is the cost of insurance 
charges deducted from the policy values during the reporting 
period. Block 759 receives the Net Mortality and Expense 
(M&E) charges from FIG. 27, which are the M&E charges 
deducted from the policy values during the reporting period. 
0336. In Bock 761, the Administration Fee is manually 
entered for each policy and is a per policy fee for policy 
administration. This is a fixed fee expressed as a percentage 
of the premium and is usually in the 15 to 25 basis points 
range. However, this fee is usually negotiable by the client. 
In Block 763 the Deferred Acquisition Cost (DAC) tax 
refunds to the policy are entered from Block 784, FIG. 23, 
which are added to the policy values. Block 765 receives the 
Investment Values Released Due to Death input from Block 
926, FIG. 31, which is the amount of investment value 
released due to claim proceeds paid during the reporting 
period. Block 767 receives Investment Management 
Charges from FIG. 28, which are the investment manage 
ment charges deducted from values. 
0337 Block 769 receives the Investment Income input 
from FIG. 29, which is the investment income to the policy 
before any charges are made. Block 771 receives an input of 
the number of Units Opening Value, which is the Units 
Closing Balance of the prior period. At the policy's issue, a 
certain number of units are assigned. Generally, the pre 
mium is buying the units, with a S10.00 value per unit, 
meaning that a unit is designated for each S10.00 of pre 
mium. 

0338. In Block 773, the number of Units Closing Balance 
is calculated. The calculation is the same as in Block 768, 
except that the additions and Subtractions are in terms of 
units used or gained instead of dollars. For example, if a 
S1,000,000 policy has a premium of S10,000.00, the policy 
begins with 1,000 units at S10.00 each. With investment 
income of S1,000.00 (100 units), less charges and fees of 
S500.00 (50 units), the closing balance is 1,050 units. 
0339. In Block 775, the Unit Value is calculated. For 
example, if a S1,000,000 policy has a premium of S10, 
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000.00, earnings of S1,000.00, and an end of year cash value 
of S11,000.00, the unit value is S10.48. 
0340. In Block 777, the Policy Value Closing Balance is 
calculated by multiplying the Unit Value times the number 
of Units. For example, for a policy with a closing balance of 
1,050 units at S10.48 per unit, the Policy Value Closing 
Balance is S11,000.00. 
0341 Continuing to FIG.23 for the detail of the Deferred 
Acquisition Cost (DAC) Receivable. The Deferred Acqui 
sition Cost Tax is a U.S. Federal Tax currently equal to 
4.146% of premium. The DAC tax is refunded over an 
eleven-year period on the policy anniversary. The DAC 
Receivable is the amount of the DAC Tax remaining to be 
refunded and is a product asset. For non-U.S. regulated 
policies, DAC is not applicable. Various actuarial techniques 
can be applied to the treatment of the DAC tax, depending 
on the life insurance company's practices. 
0342. In Block 781, an U.S. Regulated Policy form is 
Selected. 

0343. In Block 780, the DAC Receivable Opening Bal 
ance is entered, which is the DAC Receivable closing 
balance for the prior reporting period. In Block 782, DAC 
Receivable Contributions are entered from Block 802, FIG. 
25. These are additions to the DAC receivable from pre 
mium payments made during the reporting period. In Block 
784, DAC Credits to the separate account are calculated and 
entered to the policy values. These are the amortized DAC 
refunds credited to the policy value. This data is also used in 
Block 760, FIG. 22. 

0344) In Block 786, the DAC Receivable Closing Bal 
ance is calculated, which is the DAC Receivable on the last 
market day of the reporting period. The calculation is 
performed by adding the contributions and credits to the 
opening balance. 
0345 Continuing to FIG. 24, the Mortality Reserve 
Closing Balance is determined. A percentage of the Cost of 
Insurance is allocated to the Mortality Reserve to support the 
payment of death claim proceeds. The Mortality Reserve 
applies to all policies and is a product asset. Various actuarial 
techniques can be applied to the treatment of the Mortality 
Reserve, depending on the life insurance company's prac 
tices. 

0346). In Block 790, the Mortality Reserve Opening Bal 
ance is entered from Block 822, FIG. 26, which is the 
Mortality Reserve Closing Balance for the prior reporting 
period. In Block 792, the Contribution to Reserves is entered 
from Block 898, FIG. 29, which is the portion of the 
reporting period's Cost of Insurance charges allocated to the 
mortality reserve. Also included are any reversals of COI 
charges refunded due to death claims. In Block 794,the 
Investment Income on the Reserve is entered. This is the 
investment earnings on the Mortality Reserve during the 
reporting period. 

0347 Block 796 receives the Mortality Reserve released 
for Death Claims input from Block 928, FIG.31. This is the 
amount of the Mortality Reserve released to pay claim 
proceeds during the reporting period. In Block 798, the 
Mortality Reserve Closing Balance is calculated, which is 
the Mortality Reserve on the last market date of the reporting 
period. The calculation is performed by adding the contri 
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butions and income to the opening balance and Subtracting 
the released reserve to derive the closing balance. 
0348 Continuing to FIG. 25, the Net Premium is deter 
mined. 

0349. In Block 800, the Gross Premium Received is 
entered from Block 700, FIG. 21, which is the premium 
made prior to deductions for taxes, loads and charges. In 
Block 802, an U.S. Regulated policy form is entered. If the 
policy is not U.S. regulated, the groSS premium and the net 
premium can be equal. 

0350. In Block 803, the Deferred Acquisition Cost 
(DAC) Tax is calculated. The Deferred Acquisition Cost Tax 
is a Federal Tax currently equal to 4.146% times the pre 
mium, which is deducted from the premium. The DAC tax 
is also transmitted to Block 782, FIG. 23, for use in 
determining the DAC receivable. 
0351). In Block 804, State and Local Premium Taxes are 
calculated. These taxes are only applicable to U.S. regulated 
policies and are deducted from the Gross Premium. The 
State Premium taxes vary from 1% to 3% of the gross 
premium, depending on the State. Various actuarial tech 
niques can be applied to the treatment of the premium tax, 
depending on the life insurance company's practices. 
0352. In Block 806, the Net Premium Payment is calcu 
lated by Subtracting the applicable taxes from the GroSS 
Premium. With a DAC Tax of 4.146% and a Premium Tax 
of 2%, the net Premium is 93.854% of the Gross Premium. 

0353 Continuing to FIG. 26, the Net Cost of Insurance 
(COI) is determined. The COI charge is applicable to all 
policies. 

0354) In Block 820, the Cost of Insurance (COI) Expense 
for the reporting period is entered. The COI rate is received 
from the policy underwriters and is an actuarial calculation 
that is calculated based on the characteristics of each insured 
population. COI charges are deducted from the policy value 
on the processing date. 

0355. In Block 822, the COI Contribution to the Mortal 
ity Reserve made during the reporting period is entered. This 
input is an actuarial calculation based on the expected deaths 
of any given insured population. This data is also used in 
Block 792, FIG. 24. In Block 824, the Investment Income 
on the Mortality Reserve is entered from Block 898, FIG. 
29. 

0356. In Block 826, the Net Cost of Insurance for the 
reporting period is calculated. The calculation is performed 
by Subtracting the Mortality Reserve contribution from the 
COI Charge and adding the Investment Earnings on the 
Mortality Reserve to derive the Net COI expense. 
0357 Continuing to FIG. 27, the Net Mortality and 
Expense Risk (M&E) Charge is determined. 
0358. In Block 850, the Gross Mortality and Expense 
Risk (M&E) Charge is entered, which is deducted from the 
policy values during the reporting period. The M&E charge 
is an actuarial calculation based on the characteristics of the 
insured population. 
0359. In Block 852, the Mortality and Expense Experi 
ence Credit (“M&E Dividend”) is entered. The M&E Expe 
rience Credit is credited to the policy value on the monthly 
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processing date, and the amount is based on the prior period 
(month) average daily investment value. In Block 854, the 
NetM&E Risk Charge is calculated by subtracting the M&E 
Experience Credit from the M&E Charge. 
0360 Continuing on to FIG. 28, the Total Investment 
Management Charges are determined. The total investment 
management fees are comprised of two separate charges. 
The Account Management Fees are charged by the insurance 
carrier for having overall fiduciary responsibility for the 
investments within the policy. The Investment Advisory 
Fees are charged by the investment managers acting as 
“sub-advisors” to the carrier. Generally, both fees are cal 
culated as a percentage of the assets under management 
(AUM), but the “Management Fee' can be a percentage of 
the “Advisory Fee.” 
0361). In Block 860, the Investment Advisory Fees are 
entered, which are the total advisory fees charged daily 
during the reporting period. The percentage fee is detailed in 
the policy documents and will generally be in the 1 to 2% of 
assets under management. In those cases where the Advi 
Sor's fee is a percentage of the manager's fee, the range is 
10 to 20%. 

0362. In Block 862, the Account Management Fees are 
entered, which are the total investment management fees 
charged daily during the reporting period. The Investment 
Management fees are also detailed in the policy documents 
and are a portion of the Advisory fee, usually 50 basis points 
to 1.5%. The Advisor generally pays them from the Advisory 
fees. 

0363. In Block 864, the RVP Fees are entered, which are 
the total RVP fees charged daily during the reporting period. 
In Block 866, the Total Investment Management Fee is 
calculated by adding the advisory, management and RVP 
fees together. 
0364 Continuing to FIG. 29, the Total Investment 
Income is determined for each Separate account. This is the 
total investment income to the policy before any charges are 
made. The data to calculate the investment income is 
received from the daily tracking of the investment manag 
ers’ activities, recorded in Block 662, FIG. 20. 
0365. In Block 880, the interest income is entered. The 
interest income will be received from short-term and long 
term bonds, money market accounts, guaranteed investment 
contracts, and other interest-bearing investments. In Block 
882, Realized Gains and Losses are entered. The gains and 
losses are from the sale of all investments. In Block 884, the 
Dividend Income from stocks and mutual funds is entered. 
In Block 886, the Amortization of Bond Discount is entered. 
In Block 888, the Amortization of Bond Premium is entered. 
In Block 890, the Unrealized Gains and Losses are entered. 
In Bock 892, any Miscellaneous Income is entered. In Block 
894, any Short-term Discount and Premium is entered. In 
Block 896, any Gains and Losses on Fees in the Separate 
Account are entered. 

0366. In Block 898, the Total Investment Income is 
calculated by the elements of income. This is the Gross 
Income to the Separate account. This data is also used in 
Block 824, FIG. 26 to calculate the net COI and in Block 
794, FIG. 24 to calculate the mortality reserve. 
0367 Moving to FIG. 30, the Net liability Transferred 
from the Carrier to the Reinsurance Company is determined. 
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An insurance carrier will usually work with a reinsurance 
company to share the risk of any particular policy or group 
of policies. 

0368. In Block 900, the portion of the Premium Trans 
ferred from the carrier to the Reinsurance Company is 
entered. This is an actuarial calculation negotiated between 
the carrier and the reinsurer on an automatic, facultative or 
case by case basis. 
0369. In Block 902, the portion of the Benefit Transferred 
from the Reinsurance Company back to the carrier is 
entered. The reinsurer can participate in a stop-loSS arrange 
ment with the carrier. This is an actuarial calculation nego 
tiated between the carrier and the reinsurer on an automatic, 
facultative or case by case basis. 
0370. In Block 904, the portion of the Expense Allow 
ance Transferred from the Reinsurance Company back to the 
carrier is entered. This is an actuarial calculation negotiated 
between the carrier and the reinsurer on an automatic, 
facultative or case by case basis. 
0371. In Block 906, the Net Liability Transferred from 
the Carrier to the Reinsurance Company is calculated. The 
calculation nets the liabilities transferred to the Reinsurance 
Company against the allowances received by the Carrier to 
determine the Net liability Transferred. The ceded mortality 
reserve is also determined. In addition, if the reinsurer 
participates in experience rating, an annual experience 
analysis is performed. These are all actuarial calculations 
negotiated between the carrier and the reinsurer on a case 
by-case basis. 

0372. In Block 908, the reinsurance risk assumed from 
the carrier by the reinsurance arrangement is transmitted to 
the Revenue Accounting Computer 72, Block 1234, FIG. 
37, for the calculation of revenue to the replacement plan 
provider. 

0373) Continuing to FIG. 31, the Death Claims proce 
dure is analyzed. Using life insurance as a funding vehicle 
for the replacement benefits results in death clams when the 
participants die. Since it is advantageous to hold life insur 
ance until it matures as a death benefit, the death claims 
procedure becomes an important Step in the proper operation 
of the invention. 

0374 Block 920 receives a completed Death Claim Noti 
fication Form from the policy owner, which is the Trustee, 
Block 974, FIG. 32. Prior to the participant's benefit dis 
tributions being completed, it is expected that the partici 
pants heirs will provide notification to the Trustee as they 
apply for the decedent’s benefits. After the benefit distribu 
tions have been completed, it may be more difficult to locate 
deceased participants, especially on a global basis. For U.S. 
citizens, Social Security records are a Source for locating 
decedents. Likewise, other countries may provide records of 
decedents. Plan Sponsor's are also good Sources for dece 
dent information as heirs Submit claims for other benefit 
programs. As a failsafe, the life insurance policy is designed 
to mature at a specific age (e.g., endowment at age 85), at 
which time the policy will mature and the benefits paid to the 
Trustee. 

0375. In Block 922, the death claim is processed by the 
life insurance company, which Verifies that the decedent is 
an eligible insured. The Trustee collaborates with the Plan 
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administrator as necessary to authenticate the claim. The life 
insurance company will Specify the proof of claim require 
ments, which can include the Death Claim Notification, a 
Certified Death Certificate or its equivalent, and other docu 
mentation that may be needed. For foreign insureds, other 
documentation can be required. 

0376. In Block 924, the Death Benefit is calculated by the 
insurance company and Verified for accuracy by the Trustee, 
Block 762, FIG. 22. Any policy loans made by the Trustee 
will be repaid from the death proceeds prior to distribution. 

0377. In Block 926, the Investment Value Released due to 
death claims is calculated and transmitted to Block 762, 
FIG. 22. In Block 928, the Mortality Reserve Released due 
to death claims is calculated and transmitted to block 796, 
FIG. 24. In Block 930, the net Death Claim proceeds and 
any interest due are forwarded to the Trustee by check or 
electronically, Block 966, FIG. 32. 

0378 Moving to FIG. 32, the Master Benefits Trust 
Central Administration Computer is the fourth primary 
System in the invention, with the Central Digital Computer, 
the Plan Administration Central Computer, and the Life 
Insurance Policy Administration Computer Systems being 
the other three. The Master Benefits Trust assumes all 
fiduciary responsibility for the assets funding the replace 
ment plans, for the maintenance of the plans, and for the 
accounting associated with both. Although flexible in form, 
the invention is submitted so that the Master Trust manages 
the co-mingled assets of various Sub-trusts, which function 
to Support the particular replacement plan for which the 
Sub-trusts are Settled. There are four primary Sub-trusts 
submitted as part of this invention, with the intention of 
expanding the number as needed. 

0379 Block 950 is the Master Trust Central Administra 
tive Database. It records and maintains data and transaction 
files for the management of the replacement plans invest 
ment funds. Block 960 receives the Replacement Plan Data 
input from the Plan Administration Central database, Block 
261, FIG. 9 via electronic download. The Trust will receive 
the same Replacement Plan data and information as main 
tained by the Plan Administrator. Block 952 receives the 
Participant Data input from the Plan Administration Central 
database, Block 261, FIG. 9 via electronic download. The 
Trust will receive the same Participant data and information 
as maintained by the Plan Administrator. 
0380 Block 954 receives the Plan Sponsor Data input 
from the Plan Administration Central database, Block 261, 
FIG. 9 via electronic download. The Trust will receive the 
Same Plan Sponsor data and information as maintained by 
the Plan Administrator. Block 956 receives the Plan Liabili 
ties input from the Plan Administration Central database, 
Block 278, FIG. 9 via electronic download. The Trust will 
receive the same Plan Liabilities data and information as 
maintained by the Plan Administrator. 
0381 Block 958 receives the total Assets-under-Manage 
ment (AUM) Data from the Plan Administration Central 
database, Block 261, FIG. 9 via electronic download. The 
Trust will receive the same contribution formation as main 
tained by the Plan Administrator. The total assets-under 
management is the total plan contribution less the plan 
administration fees and participation fees, but prior to any 
deduction for insurance policy fees. If life insurance is used 
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by the Trustee to fund a Replacement plan, the policy cash 
values will be the AUM and reported to the Benefits Trust 
database from Block 716, FIG. 21. 

0382 Block 961 receives the Benefits claims data from 
the Participant's Computer 68 via Blocks 288 and 289, FIG. 
10, and from the Plan Sponsor via the Replacement Plan 
Provisions sent from Block 304, FIG. 11. 

0383 Block 962 receives Contributions Collection data 
from the Plan Administration Central database, Block 261, 
FIG. 9 via electronic download. The Trust will receive the 
Same contribution transaction data and information as main 
tained by the Plan Administrator. These transactions reflect 
changes in periodic contribution amounts and/or timing, as 
well as similar transactions that would effect the Scheduled 
receipt of plan contributions. 
0384 Block 964 receives Trust Records Update data 
from the Trustee’s periodic review of the Benefits Trust's 
provisions and procedures, resulting in changes in proce 
dures, amendments to the trust document, change of trust 
ees, and Similar transactions that would affect the adminis 
tration of the trust. 

0385 Block 966 receives Death Claims proceeds pay 
ment from the life insurance company, Block 930, FIG. 31. 
The proceeds in excess of the premiums are recorded as 
gains and added to the assets-under-management. 

0386. In Block 968, the Trustee calculates the Variance 
between the total assets and liabilities. The variance analysis 
will result in a match-funded, under-funded or over-funded 
aSSet acCOunt. 

0387 If the benefit liability and fiduciary responsibility 
remains with the plan Sponsor, the calculation is performed 
for each replacement plan for each plan Sponsor. For 
example, if USCo is sponsoring a Synthetic defined contri 
bution plan, with current liabilities of S10,000,000.00 and 
dedicated trust assets of S10,500,000.00, the plan is over 
funded by $500,000.00. 
0388 For those plans in which the liability and fiduciary 
responsibility has been assigned to a third-party provider, 
the calculation may be performed on a plan-by-plan basis or 
on an aggregate basis. For example, a Sub-trust is created to 
assume the fiduciary responsibility for a master Synthetic 
defined contribution plan, and Several employers are using 
the master plan for their overSeas employees. If the total 
liability for the plans, in the aggregate, is S100 million and 
the trust assets total S99 million, the trust is under-funded by 
S1 million. 

0389. In Block 970, the logic continues by using the 
results of the variance analysis to determine the adjustments 
to the asset allocation of the trust assets. The revised asset 
allocation is transmitted to the investment management 
Sub-advisors, Block 604, FIG. 19 via the Investment Advi 
Sor, if life insurance is being used as the funding device. In 
calculating the adjustments the System uses various meth 
ods, including Modern Portfolio Theory and Efficient Fron 
tier Analysis to derive asset allocation decisions. AS part of 
the analysis, the participants allocation must be considered, 
which is available electronically from the Plan Administra 
tor, Block 282, FIG. 10. For example, in an S1 million 
under-funded Situation, the asset allocation analysis can 
determine that a higher rate of return is needed to make up 
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the deficit. The extent of the higher return will depend on the 
projected performance of the participants allocation. If the 
participants allocation is projected to yield a fixed-income 
return (6% to 9%), the allocation adjustment may not need 
to be as aggressive, as if the participants allocation was a 
S&P return (10% to 12%). 
0390. In Block 972, the logic uses the asset allocation 
adjustments to determine the distribution of the investment 
funds to the various investment management Sub-advisors. 
When a plan is initially implemented and the initial contri 
bution is invested, the system will determine the initial 
distribution of funds to the Sub-advisors, Block 602, FIG. 19 
and produce an investment policy for the Sub-advisors, 
Block 606, FIG. 19. Subsequent asset allocation adjust 
ments may require shifting assets from one investment 
manager to another. For example, if an asset allocation 
adjustment requires increased investments in aggressive 
equities and leSS in government bonds, funds may be moved 
from the government bond manager to the Small company 
equity manager. When life insurance is used as the primary 
funding vehicle, the groSS distribution is made to the insur 
ance company, acting as the investment advisor, Block 700, 
FIG. 21, which then distributes the assets to the appropriate 
Sub-advisors. 

0391) In Block 974, the Trustee receives benefit claim 
requests from the Plan Administrator, FIGS. 10 and 11, and 
Verifies with the appropriate Sub-trust that the decedent is a 
plan participant and eligible for the benefit request. The 
Master Trustee collaborates with the Plan administrator as 
necessary to authenticate the claim. As the owner of any life 
insurance policies, the Trustee Submits all death claims to 
the insurance company, Block 920, FIG. 31, for processing 
and payment of the claim. 
0392. In Block 976, Replacement Plan Benefit Payments 
are calculated by the Sub-trust managing the plan, based on 
the plan provisions, Vesting and benefit liability, and con 
firmed by the Master Trust. The benefit payment is based on 
the growth of the participant’s benefit liability and not the 
growth of the trust assets. For example, a participant in a 
Cost Reduction Incentive Plan had a contribution of S100, 
00.00 set aside for his benefit, payable in 10 years. During 
the 10 years the benefit grew to S250,000.00, based on the 
participant's Selection of hypothetical investments. On the 
tenth anniversary of the participant's entry into the plan, a 
S250,000.00 payment is made to the participant, either as a 
lump Sum or an annuity, irregardless of the return realized on 
the trust assets. For death claims, Block 976 receives the 
calculation of the death benefit from the life insurance 
company, Block 924, FIG. 31, which is verified and 
recorded. 

0393. In Block 978, the benefit payment is authorized by 
the appropriate sub-trust and confirmed by the Master Trust 
before being transmitted to the Plan Administrator, Block 
255, FIG. 9, for payment. Once the claim is verified as a 
valid claim and the benefit is calculated, the Trustee ensures 
that the funds are available for the payment before autho 
rizing payment. 
0394. In Block 986, the Replacement Plan Data and Trust 
Data is transmitted to the various Sub-trusts held under the 
Master Trust Central Administration Computer. The Sub 
trusts are used to provide the fiduciary accounting for each 
replacement plan, and different types of trusts are used to 
meet the designs of different plans. 
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0395. In Block 980, trust accounting data from the Vari 
ous Sub-trusts is entered into the Master Trust system. In 
Block 982, the Master Trust generates Output Reports, 
detailing the assets under management, the asset allocation, 
the benefit claims paid and pending, the accounting recon 
ciliations, the investment transactions, and Similar reports, 
as needed for specific purposes. The Master Trust Output 
Reports generated will be unique to the System in place and 
used by the Trustee for the Replacement Plan. The Trustee 
for this invention is anticipated to be a major international 
financial institution with established Systems and a global 
custody network for tracking assets held by investment 
managers in most major countries of the World. This inven 
tion will interface with the Trustee’s existing systems to 
produce a SeamleSS Service network System. Where adapta 
tions are required, they will need to be customized for the 
end user. 

0396. In Block 984, the assets-under-management total is 
transmitted to the Revenue Accounting Computer 72, Block 
1216, FIG. 37, for the calculation of co-trustee fees. 

0397) Continuing to FIG. 33, an “Unfunded, Deferred 
Taxation Sub-Trust” is created by the Master Trust or 
alternatively, by the Plan Sponsor, for certain Benefit 
Replacement Plans. Specific types of Sub-Trusts are created 
for certain replacement plans depending on the plan design 
and/or the plan sponsor's preferences. This particular trust is 
considered unfunded and deferS taxation based on the exist 
ence of certain “Risks of Forfeiture.” In the U.S., as in most 
jurisdictions, to avoid current taxation of contributions made 
into an "unfunded' benefit trust, Substantial risks of forfei 
ture must exist to avoid current taxation. Typically, Substan 
tial risks include change of control, change of heart, inability 
to pay benefits and plan Sponsor bankruptcy. The participant 
is, in effect, a general creditor of the plan Sponsor. If the plan 
Sponsor's objective is to tie the participants to their employ 
ment with the plan Sponsor, the unfunded trust will accom 
plish that objective for most replacement plans. 

0398 Block 1000 is the Unfunded Sub-Trust Database, 
which records and maintains data and transaction files for 
the management and accounting of certain replacement 
plans. Block 1002 receives Plan Data input from the master 
Trust, Block 986, FIG. 32, for the particular plan that is to 
be maintained within the Sub-trust. Block 1004 receives 
Participant Data input from the master Trust, Block 986, 
FIG. 32, for the particular plan that is to be maintained 
within the sub-trust. Block 1006 receives Plan Sponsor Data 
input from the master Trust, Block 986, FIG. 32, for the 
particular plan that is to be maintained within the Sub-trust. 
Block 1008 receives the Non-Forfeiture Provisions input 
from the master Trust, Block 986, FIG. 32, for the particular 
plan that is to be maintained within the sub-trust. Block 1010 
receives the Participant's Transactions input from the master 
Trust, Block 986, FIG. 32, for the particular plan that is to 
be maintained within the Sub-trust. Block 1012 receives the 
Replacement Plan Transactions input from the master Trust, 
Block 986, FIG. 32, for the particular plan that is to be 
maintained within the Sub-trust. Block 1014 receives the 
Funding Transactions input from the master Trust, Block 
986, FIG. 32, for the particular plan that is to be maintained 
within the Sub-trust. 

0399 Block 1016 maintains the Replacement Plan 
Records. The trust agreement is drafted to parallel the plan 
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document and facilitate the plan's management. The trust 
computer records all changes and transactions. The plan 
changes that require changes to the trust agreement are 
identified and processed. 
0400. In Block 1018, the Participant Records are main 
tained. Almost all of the replacement plans require Separate 
accounting for each plan participant. Records of partici 
pants transactions and communications are maintained 
electronically. 

0401 Block 1020 accounts for all Trust Principal in 
accordance with trust accounting rules. Trust contributions 
are usually considered principal, while the earnings on the 
principal is considered income. Accounting is in accordance 
with Generally Accepted Accounting Principles (GAAP). 
0402 Block 1022 accounts for all Trust Income in accor 
dance with trust accounting rules. Accounting is in accor 
dance with Generally Accepted Accounting Principles 
(GAAP). 
0403. In Block 1024, the records of all Benefits Paid are 
maintained and archived electronically. In Block 1026, 
Benefit claims request are received from the Master Trust, 
Block 974, FIG. 32, for verification of the claimants 
participation in a plan. 

0404 In Block 1028, the Participant's eligibility for 
benefits is determined, comparing plan requirements to the 
participants fulfillment of those requirements. Compliance 
with non-forfeiture provisions is also verified. 
0405. In Block 1030, the Benefit Payment is calculated 
and transmitted to the Master Trust, Block 976, FIG. 32. In 
Block 1032, authorization to pay the benefit is transmitted to 
the Master Trust, Block 978, FIG. 32. In Block 1034, the 
Sub-trust generates accounting reports to be Submitted to the 
Master Trust, Block 980, FIG. 32. The reports will include 
a transactions log, accounting reports delineating contribu 
tions (principal) and earnings (income), claims and benefit 
payments logs, and other reports needed to manage the 
replacement plans. The Sub-Trust Accounting Reports gen 
erated will be unique to the System in place and used by the 
Trustee for the Replacement Plan. The Trustees for this 
invention are anticipated to be major international financial 
institutions with established Systems and a global custody 
network for tracking assets held by investment managers in 
most major countries of the world. This invention will 
interface with the Trustee’s existing Systems to produce a 
SeamleSS Service network System. Where adaptations are 
required, they will need to be customized for the end user. 
0406 Continuing to FIG. 34, an “Funded, Immediately 
Taxable Participant Sub-Trust” is created by the Participant 
through the Master Trust for certain Benefit Replacement 
Plans, where the participant is deemed to own the trust and 
corresponding assets. This particular trust is considered 
funded and Subject to immediate taxation when the contri 
bution is made. The plan sponsor receives a corresponding 
tax deduction when the contribution is made. 

0407 Block 1050 is the Participant-Owned Sub-Trust 
Database, which records and maintains data and transactions 
files for the management and accounting of certain replace 
ment plans. Block 1052 receives Plan Data input from the 
master Trust, Block 986, FIG. 32, for the particular plan that 
is to be maintained within the Sub-trust. Block 1054 receives 
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Participant Data input from the master Trust, Block 986, 
FIG. 32, for the particular plan that is to be maintained 
within the sub-trust. Block 1056 receives Plan Sponsor Data 
input from the master Trust, Block 986, FIG. 32, for the 
particular plan that is to be maintained within the Sub-trust. 
Block 1058 receives the Distributions Payout Provisions 
input from the master Trust, Block 986, FIG. 32, for the 
particular plan that is to be maintained within the Sub-trust. 
Block 1060 receives the Participant's Transactions input 
from the master Trust, Block 986, FIG. 32, for the particular 
plan that is to be maintained within the sub-trust. Block 1062 
receives the Replacement Plan Transactions input from the 
master Trust, Block 986, FIG. 32, for the particular plan that 
is to be maintained within the Sub-trust. Block 1064 receives 
the Funding Transactions input from the master Trust, Block 
986, FIG. 32, for the particular plan that is to be maintained 
within the sub-trust. Block 1066 maintains the Replacement 
Plan Records. The trust agreement is drafted to parallel the 
plan document and facilitate the plans management. The 
trust computer records all changes and transactions. The 
plan changes that require changes to the trust agreement are 
identified and processed. 
0408. In Block 1068, the Participant Records are main 
tained. Almost all of the replacement plans require Separate 
accounting for each plan participant. Records of partici 
pants transactions and communications are maintained 
electronically. Block 1070 accounts for all Trust Principal in 
accordance with trust accounting rules. Trust contributions 
are usually considered principal, while the earnings on the 
principal is considered income. Accounting is in accordance 
with Generally Accepted Accounting Principles (GAAP). 
0409 Block 1072 accounts for all Trust Income in accor 
dance with trust accounting rules. Accounting is in accor 
dance with Generally Accepted Accounting Principles 
(GAAP). 
0410. In Block 1074, the records of all Distributions 
and/or Benefits Paid are maintained and archived electroni 
cally. In Block 1076, Distribution Requests are received 
from the Master Trust, Block 974, FIG. 32, for verification 
of the claimant's participation in a plan. In Block 1078, the 
Participant's eligibility for distribution is determined, com 
paring plan requirements to the participant's fulfillment of 
those requirements. In Block 1080, the Distribution Pay 
ment is calculated and transmitted to the Master Trust, Block 
976, FIG. 32. In Block 1082, authorization to pay the 
distribution is transmitted to the Master Trust, Block 978, 
FIG. 32. 

0411. In Block 1084, the sub-trust generates accounting 
reports to be submitted to the Master Trust, Block 980, FIG. 
32. The reports will include a transactions log, accounting 
reports delineating contributions (principal) and earnings 
(income), claims and benefit payments logs, and other 
reports needed to manage the replacement plans. The Sub 
Trust Accounting Reports generated will be unique to the 
System in place and used by the Trustee for the Replacement 
Plan. The Trustees for this invention are anticipated to be 
major international financial institutions with established 
Systems and a global custody network for tracking assets 
held by investment managers in most major countries of the 
world. This invention will interface with the Trustee’s 
existing Systems to produce a SeamleSS Service network 
System. Where adaptations are required, they will need to be 
customized for the end user. 



US 2003/0078815 A1 

0412 Continuing to FIG. 35, an “Funded, Third-Party 
Vesting Sub-Trust” is created by the Master Trust for certain 
Benefit Replacement Plans. This particular trust is consid 
ered funded and deferS taxation based on the existence of a 
vesting Schedule. The plan Sponsor is not the grantor of this 
Sub-trust, and therefore, avoids the adverse accounting and 
tax effects of being the grantor. This Sub-trust arrangement 
is the preferred arrangement for most replacement plans. It 
allows for the portability of the participants benefits and is 
easier to administer. 

0413 Block 1100 is the Funded, Third-Party Vesting 
Sub-Trust Database, which records and maintains data and 
transaction files for the management and accounting of 
certain replacement plans. Block 1102 receives Plan Data 
input from the master Trust, Block 986, FIG. 32, for the 
particular plan that is to be maintained within the Sub-trust. 
Block 1104 receives Participant Data input from the master 
Trust, Block 986, FIG. 32, for the particular plan that is to 
be maintained within the Sub-trust. Block 1106 receives Plan 
Sponsor Data input from the master Trust, Block 986, FIG. 
32, for the particular plan that is to be maintained within the 
sub-trust. Block 1108 receives the Vesting Provisions input 
from the master Trust, Block 986, FIG. 32, for the particular 
plan that is to be maintained within the sub-trust. Block 1110 
receives the Participant's Transactions input from the master 
Trust, Block 986, FIG. 32, for the particular plan that is to 
be maintained within the Sub-trust. Block 1112 receives the 
Replacement Plan Transactions input from the master Trust, 
Block 986, FIG. 32, for the particular plan that is to be 
maintained within the Sub-trust. Block 1114 receives the 
Funding Transactions input from the master Trust, Block 
986, FIG. 32, for the particular plan that is to be maintained 
within the sub-trust. Block 1116 maintains the Replacement 
Plan Records. The trust agreement is drafted to parallel the 
plan document and facilitate the plans management. The 
trust computer records all changes and transactions. The 
plan changes that require changes to the trust agreement are 
identified and processed. 

0414. In Block 1118, the Participant Records are main 
tained. All of the replacement plans using this Sub-trust 
require Separate accounting for each plan participant. 
Records of participants transactions and communications 
are maintained electronically. Block 1120 accounts for all 
Trust Principal in accordance with trust accounting rules. 
Trust contributions are usually considered principal, while 
the earnings on the principal is considered income. Account 
ing is in accordance with Generally Accepted Accounting 
Principles (GAAP). Block 1122 accounts for all Trust 
Income in accordance with trust accounting rules. Account 
ing is in accordance with Generally Accepted Accounting 
Principles (GAAP). 

0415) In Block 1124, the records of all Benefits Paid are 
maintained and archived electronically. In Block 1126, Ben 
efit claims request are received from the Master Trust, Block 
974, FIG. 32, for verification of the claimant's participation 
in a plan. 

0416) In Block 1128, the Participant's eligibility for 
benefits is determined, comparing plan requirements to the 
participants fulfillment of those requirements. Compliance 
with vesting provisions is verified. In Block 1130, the 
Benefit Payment is calculated and transmitted to the Master 
Trust, Block 976, FIG. 32. In Block 1132, authorization to 
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pay the benefit is transmitted to the Master Trust, Block 978, 
FIG. 32. In Block 1134, the sub-trust generates accounting 
reports to be submitted to the Master Trust, Block 980, FIG. 
32. The reports will include a transactions log, accounting 
reports delineating contributions (principal) and earnings 
(income), claims and benefit payments logs, and other 
reports needed to manage the replacement plans. The Sub 
Trust Accounting Reports generated will be unique to the 
System in place and used by the Trustee for the Replacement 
Plan. The Trustees for this invention are anticipated to be 
major international financial institutions with established 
Systems and a global custody network for tracking assets 
held by investment managers in most major countries of the 
world. This invention will interface with the Trustee’s 
existing Systems to produce a SeamleSS Service network 
System. Where adaptations are required, they will need to be 
customized for the end user. 

0417 Continuing to FIG. 36, an “Funded, Third-Party 
Vesting Sub-Trust with Immediate Taxation” is created by 
the Master Trust for certain Benefit Replacement Plans. This 
particular trust is considered funded and makes benefit 
distributions based on the existence of a vesting Schedule. 
The sub-trust provisions allow for an election to claim the 
contribution as income to the participant when the trust is 
funded, under IRC Section 83(b). The plan sponsor receives 
an immediate tax deduction when the contribution is made. 
This Sub-trust arrangement is the preferred arrangement for 
replacement plans that may extend beyond the life of the 
plan Sponsor. It allows for the portability of the participants 
benefits and Saves the tax deduction for a business entity that 
is to be dissolved at the end of a project. For example, an oil 
company may want to use a 10-year Vesting plan for the 
employees of a two-year exploration joint Venture. Since the 
joint venture company will be dissolved before the benefits 
are paid in 10 years, the company can take the tax deduction 
currently while the employees receive their benefits in the 
future. Using this arrangement, the plan sponsor will usually 
pay the tax for participant that is currently incurred, in 
eXchange for the participant paying the tax on the earnings 
at distribution. 

0418 Block 1150 is the Funded, Third-Party Vesting 
Sub-Trust with Immediate Taxation Database, which records 
and maintains data and transaction files for the management 
and accounting of certain replacement plans. Block 1152 
receives Plan Data input from the master Trust, Block 986, 
FIG. 32, for the particular plan that is to be maintained 
within the sub-trust. Block 1154 receives Participant Data 
input from the master Trust, Block 986, FIG. 32, for the 
particular plan that is to be maintained within the Sub-trust. 
Block 1156 receives Plan Sponsor Data input from the 
master Trust, Block 986, FIG. 32, for the particular plan that 
is to be maintained within the Sub-trust. Block 1158 receives 
the Vesting and Tax Provisions input from the master Trust, 
Block 986, FIG. 32, for the particular plan that is to be 
maintained within the Sub-trust. Block 1160 receives the 
Participant's Transactions input from the master Trust, 
Block 986, FIG. 32, for the particular plan that is to be 
maintained within the Sub-trust. Block 1162 receives the 
Replacement Plan Transactions input from the master Trust, 
Block 986, FIG. 32, for the particular plan that is to be 
maintained within the Sub-trust. Block 1164 receives the 
Funding Transactions input from the master Trust, Block 
986, FIG. 32, for the particular plan that is to be maintained 
within the Sub-trust. Block 1166 receives the Income Tax 
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Transactions, which is the plan Sponsor's decision to elect 
immediate taxation, under IRC Section 83(b). 
0419 Block 1168 maintains the Replacement Plan 
Records. The trust agreement is drafted to parallel the plan 
document and facilitate the plan's management. The trust 
computer records all changes and transactions. The plan 
changes that require changes to the trust agreement are 
identified and processed. 
0420. In Block 1170, the Participant Records are main 
tained. All of the replacement plans using this Sub-trust 
arrangement require Separate accounting for each plan par 
ticipant. Records of participants transactions and commu 
nications are maintained electronically. Block 1172 accounts 
for all Trust Principal in accordance with trust accounting 
rules. Trust contributions are usually considered principal, 
while the earnings on the principal is considered income. 
Accounting is in accordance with Generally Accepted 
Accounting Principles (GAAP). 
0421 Block 1174 accounts for all Trust Income in accor 
dance with trust accounting rules. Accounting is in accor 
dance with Generally Accepted Accounting Principles 
(GAAP). 
0422. In Block 1176, the records of all Benefits Paid are 
maintained and archived electronically. In Block 1178, Ben 
efit claims request are received from the Master Trust, Block 
974, FIG. 32, for verification of the claimant's participation 
in a plan. 

0423 In Block 1180, the Participant's eligibility for 
benefits is determined, comparing plan requirements to the 
participants fulfillment of those requirements. Compliance 
with vesting and tax provisions is also verified. 

0424. In Block 1182, the Tax Consequences, under the 
applicable jurisdiction's tax code, is determined and the 
reporting requirements are documented, which are for 
warded to the participant. In Block 1184, the Benefit Pay 
ment is calculated and transmitted to the Master Trust, Block 
976, FIG. 32.., along with the tax consequences documen 
tation. In Block 1186, authorization to pay the benefit is 
transmitted to the Master Trust, Block 978, FIG. 32. 

0425. In Block 1188, the sub-trust generates accounting 
reports to be submitted to the Master Trust, Block 980, FIG. 
32. The reports will include a transactions log, accounting 
reports delineating contributions (principal) and earnings 
(income), claims and benefit payments logs, and other 
reports needed to manage the replacement plans. The Sub 
Trust Accounting Reports generated will be unique to the 
System in place and used by the Trustee for the Replacement 
Plan. The Trustees for this invention are anticipated to be 
major international financial institutions with established 
Systems and a global custody network for tracking assets 
held by investment managers in most major countries of the 
world. This invention will interface with the Trustee’s 
existing Systems to produce a SeamleSS Service network 
System. Where adaptations are required, they will need to be 
customized for the end user. 

0426 Turning to FIG. 37, the Revenue Accounting Com 
puter 72 is used to account for the revenue generated by the 
invention from the various Sources. The revenue is based on 
fees paid by plan Sponsors and providers. The Revenue 
Generating Computer 72 is linked directly with to the 
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Central Digital Computer 2 and communicates with each of 
the other computer systems for the collection of data. The 
computer receives data input from each revenue Source, 
applies the agreed revenue formula Stored in its database, 
calculates the division of revenue, issues checks to the 
appropriate providers, and generates reports detailing the 
Source and division of revenue. 

0427 Block 1202 receives an input from the Plan Admin 
istration Computer (Block 278, FIG. 9) of the number of 
participants in an existing replacement plan. For example, if 
there are 500 participants in a Pension Gap plan, then 500 is 
entered. The number of participants in a new plan is received 
from Block 252, FIG. 8 for the determination of the first 
year participation fee. For example, if a Severance plan is 
implemented with 100 new participants, then 100 is entered. 
0428 Block 1200 calculates the Per Capita Participation 
Fee by applying the fee rate times the number of partici 
pants. For example, if the first-year participation fee is 
S1,000 per capita, the total participation fee for 500 partici 
pants is S500,000.00. The rate for ongoing participation, 
which may be less than the first-year rate, is applied to the 
ongoing participants. 

0429. In Block 1204, the Finder's Fee is calculated for 
the consultant or other entity that brought the client to the 
program. The Finder's Fee is paid out of the Participation 
Fees, based on an agreed formula. For example, if the 
Finder's Fee is 50% of a S1,000.00 first-year participation 
fee on a per capita basis, then the finder receives S250, 
000.00 for a 500 participant plan. 
0430. In Block 1206, the Finder (marketer) is issued a 
check in the net amount of the Finder's Fee from the 
Revenue Accounting Computer 72. Block 1208 receives an 
input from the Plan Administration Computer (Block 278, 
FIG. 9) of the number of participants in a replacement plan. 
For example, if there are 500 participants, then 500 is 
entered. If 100 new participants are added, then 100 is 
entered as it happens. 
0431 Block 1210 calculates the Per Capita Annual 
Administrative Fee by applying the fee rate times the 
number of new participants. For example, if the participation 
fee is S100 per capita, the total administrative fee for 500 
participants is S50,000.00. The per capita rate for adminis 
tration can decrease as the number of participants increases. 
0432. In Block 1212, the Third-Party Administrator's 
(TPA) fee is calculated for the consultant or other entity to 
which the plan administration is being out-Sourced. For 
example, if the TPA's Fee is $50.00 per capita, then the TPA 
receives S25,000.00 for 500 participants. 
0433) In Block 1214, the TPA is issued a check in the net 
amount of their Administrator's Fee from the Revenue 
Accounting Computer 72. Block 1216 receives an input of 
the total Trust assets-under-management from the Master 
Trust (Block 984, FIG. 32). In Block 1218, the Co-Trustee 
fees are calculated as a percentage of the AUM or the 
Trustee fees. For example, the Co-Trust fees may be 25 basis 
points of the AUM or 20% of the Trustee Fees. In Block 
1220, the Net Payment to the Master Trustee is calculated. 
Trustee fees vary among institutions, but for example, if the 
Trustee fees are 1.5% of assets under management and the 
co-trustee fee is 0.3%, a net fee of 1.2% is due the Master 
Trustee. 
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0434. In Block 1222, the Master Trustee is paid from the 
Revenue Accounting Computer 72. If the assets-under 
management total S10 million and the net Trustee Fee is 
1.2%, the net Trustee fee paid is S120,000.00. Block 1224 
receives an input of the total new Insurance Premium 
amount from Block 700, FIG. 21. 
0435. In Block 1226, the Policy Fee is calculated, if 
applicable. For example, this can be a 1% fee on all new 
premium paid into the policy. In Block 1228, the Net 
Premium Amount is forwarded to the insurance carrier to be 
applied to the policy. For example, the plan Sponsor makes 
a net replacement plan contribution of S10 million, which is 
to be invested into a life insurance policy by the Trustee. The 
contribution is received by the Central Computer, which 
retains the S100,000.00 policy fee (1%) and forwards the 
remaining funds to the insurance company. Otherwise, the 
total premium is forwarded to the insurance company, which 
then pays the policy fee directly to the Replacement Plan 
provider. In this case, the Revenue Accounting Computer 72 
calculates the policy fee only for verification of its correct 
payment. Block 1230 receives the amount of Total Assets 
Under-Management as input from Block 624, FIG. 19. In 
Block 1232, the Investment Trailers are calculated. The 
Trailer Fees are usually calculated as a percentage of the 
investment advisory fees, paid annually. The ASSet Trailer 
may be percentage of the advisory fee. For example, if the 
investment advisory fee is 1% and the Asset Trailer is 20% 
of the advisory fee, the Trailer fee would be S2,000.00 per 
S1 million of AUM paid annually. The trailer is paid by the 
insurance company, as the account manager, or the Sub 
advisors directly. 
0436 Block 1234 receives the input of the amount of risk 
assumed by the reinsurance company from Block 908, FIG. 
30. In Block 1236, the revenue from the reinsurance 
arrangement is calculated using the agreed revenue Sharing 
arrangement. The insurance carrier pays the fee. 
0437 Block 1238 receives the input number of uses of 
the Internet Financial Services from Block 512, FIG. 17. In 
Block 1240, the revenue from the Internet Financial Ser 
vices revenue Sharing arrangement is used to calculate the 
expected revenue. It is paid by the Service providers. 
0438. In Block 1242, the Total Revenue from all sources 
is calculated by adding the participation fees, administrative 
fees, co-trustee fees, policy fees, investment trailers, rein 
Surance fees, and financial Services fees. In Block 1244, the 
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calculations are detailed in Separate reports for each provider 
and a consolidated Statement for the use of the Replacement 
Plan provider. 

0439 Turning now to the specimens, consider the fol 
lowing: 

SPECIMIENSAMPLES 

Table of Contents 

Fig. Output Reports Specimen 

Replacement Plan Illustration 1. 
Plan Sponsor Administration Guide 2 

14 Participants Statement of Account 3 

Plan Sponsor Asset Allocation Report 4 
Plan Sponsor Payment Summary 5 
Plan Sponsor Asset/Liability Comparison 6 
Plan Sponsor Contribution Confirmation 7 

Participant's Hypothetical Fund Performance Report 8 
Participants Transaction Confirmation Statement 9 

17 Private Banking Internet Services Offering 1O 
2O Asset Reconciliation Report 11 
21 Trustee's Cash Value Reports 12 

Plan Sponsor's Cash Value Report 13 
Offshore Group PPVUL Product Specifications 14 

17 Strategic Investment Plan - Internet Services Offering 15 

0440 Thus, it can be seen that this invention is a valuable 
tool that allows meeting the objectives of the invention. AS 
a result, it is respectfully Submitted that this invention 
improves significantly over the known prior art. While the 
above description contains many Specificities, these should 
not be construed as limitations on the Scope of the invention, 
but rather as an exemplification of one preferred embodi 
ment thereof. Many other variations are possible Such as, but 
not limited to, those described in the Objects and Advan 
tages Section above. Thus, the Scope of the invention should 
be determined by the appended claims and their legal 
equivalents, rather than by the principal embodiment and 
other examples described above. 
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REPRESENTATIVE SAMPLE 
OF AN 

LLUSTRATION 
FOR A 

REPLACEMENT PLAN 
FOR A 

401(k) RETIREMENT PLAN 

I 
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For a 401(k) Plan 

Sample Assumptions: 

Participant: 
Curtent Age. 
Tax Rate: 
Retirement Age: 

401(k) Plan: 
Current Balance: 
Annual Contribution. 
Rate of Return: 
Participation Lapse (yrS.) 

Replacement Plan: 
Contribution: 
Vesting (yS.) 

Insurance Policy: 
Single Premium: 
Net Crediting Rate: 
MEC Contract 

Timing Assumptions: 
ContributionS. 
Interest: 
Taxes: 
Benefit Payments: 

Participant Summary illustration: 

45 
40.00% 

65 

$100,000 
$10,000 
10.00% 

5 

$50,000 
20 

$50,000 
O.OOP 

Yes 

End of Year 
End of Year 
End of Year 
Ed of Year 

36 
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it. . . . .'; iii., " . , "it is: #3, its 

SAMPLE REPLACEMENT PLAN Specimen 1 
For a 401(k) Plan 

Participant Summary illustration: 

SECTIONA SCTIONB SECTION C 
401(k)Plan wilo Lapse 401(k) w Lapse Replacement Plan 
Account Annual Account Annual Account Annual 

Year Age Balance Contributin Balance Contribut"n Balance Contributin 
1999 45 100,000 10,000 100,000 O O 50,000 
2000, 46 120,000 10,000 110,000 O 50,000 O 
2001 47 142,000 10,000 121,000 O 55,000 O 
2002 48 166,200 10,000 133,100 O 60,500 O 
2003 49 192,820 10,000 146,410 O 66,550 O 
2004 50 222,102 10,000 161,051 10,000 73,205 O 
2005 51 254,312 10,000 187,156 10,000 80,526 O 
2006 52 289,743 10,000 215,872 10,000 88,578 O 
2007 53 328,718 10,000 247,459 10,000 97,436 O 
2008 54 371,590 10,000 282,205 10,000 107,179 O 
2009 55 418,748 10,000 320,425 10,000 117,897 O 
2010 56 470,623 10,000 362,468 10,000 129,687 O 
2011 57 527,686 10,000 408,715 10,000 142,656 O 
2012 58 590,454 10,000 459,586 10,000 156,921 O 
2013 59 659,500 10,000 515,545 10,000 172,614 O 
2014 60 735,450 10,000 577,099 10,000 189,875 O 

r 2015 6 818,995 10,000 644,809 10,000 208,862 O 
2016 62 910,894 10,000 719,290 10,000 229,749 O 
2017 63 1.011,983 10,000 801,219 10,000 252,724 O 
2018 64 1,123, 182 10,000 891,341 10,000 277,996 O 
2019 65 1,245,500 10,000 990,475 10,000 305,795 O 

less: Tax (498,200) (396, 190) (122,318) 
Sub-Totals 747,300 594,285 183,477 

MET NCOME $747,300 $777,762 

Replacement Plan Improvement $30,462 4.08% 
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SPECIMIEN 2 

REPRESENTATIVE SAMPLE 
OF A 

PLAN SPONSOR'S ADMINISTRATIVE GUIDEBOOK 
FOR A 

REPLACEMENT PLAN 
FOR A 

DEFERRED COMPENSATION PLAN 
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Sample Table Of Contents 

Section 1 Plan Administrator and Contact Listing 
--About 
Tax, Legal, Actuarial and Accounting Information 
Administration Contact Listing 
Plan Sponsor Contact Listing 

Section 2 Background Information 
Plan Inception 
Design Parameters 
Underwriting Offer Letter 

Section 3 Product Selection and Specifications 
Product Overview 
Investment Options 

Section 4 Plan illustrations and Annual Performance Evaluations 
Initial Illustrations 

Assumptions 
Sample Initial Composite Illustration 

Current Investment Allocation - (this section is reserved to insert future reports} 
4niversary Performance Reports - this section is reserved to insert future reports} 
Anniversary Investment Allocation Reports - (this section is reserved to insert future reports 

Section 5 Plan Administration 
Plan. Phases 

Deferral Phase 
Distribution Phase 

Participant Additions and Changes 
New Participant Enrollments 
Change of Status 
Smoker Status Review 
Annual Compensation Update 
Death Tracking 
Death Claim Procedures 
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- E. E. E. E. E. E. E.g.: 

Sample Table Of Contents (continued) 

Section 6 Premium Payment and Transfer Procedures 
Funds Payment and Transfer Procedures 
Wire and Check Instructions 

Section 7 Plant Service Calendar 

Section 8 Plan Servicing Agreement 

Section 9 Sample Reports 
Plan Sponsor Reports 

Premium Confirmation 
Current Hypothetical Fund Allocation 
Asset/Liability Comparison 
Payment Summary 

Participant Reports 
Participant Statement 
Fund Performance Report 
Confirmation Statements 

Deferral Confirmation 
Realignment Confirmation 
Payment Confirmation 

Section 10 Processing Forms 
Policy Administration 

Fax Cover Page 
Request for Annual Illustration 
Premium Allocation Form 
Re-balancing Form 

Participant Administration 
Request to Add New Participant 
Beneficiary Declaration and Deferral Election 
Employee Status Notification Form 
Death Claim Notification Form 

o 
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SAMPLE DEFERRED COMPENSATION 

pant feferral 
Information 

PLAN SERVICE CALENDAR 
Policy Date: January 1, 1998 

Due Daite Seiji 

Five business days prior to 
receipt of premium e-mail or on diskette 

Premium Payment Monthly Carrier Via check or wire 
Premium Confirmation Three business days after Plan Sponsor 

cffective date 
Deferral Confirmation Fifteen business days after Plan Sponsor - 

effective date 
Fee Payment Jan. I - Via check or wire 
Year End Cash Surrender Jan. 15 Plan Sponsor 
Value Report 
Assct/Liability Comparison Jan.15 Plan Sponsor Based upon current 

Allocations 
Participant Statements Jan. 15, Apr. 15, Plan Sponsor 

July 15, Oct. 15 
Fund Performance Report Jan. 15, Apr. 15, Plan Sponsor 

July 15, Oct. 15 
Fund Allocation Report Jan. 15, Apr. 15, Plan Sponsor 

July 15, Oct. 15 
Re-Illustrations Mar. 31 Plan Sponsor 
New Participant Addition Nov. 15 - As Applicable 
Notifications - 
New Participants Enrollment Nov. 20 New Participants As Applicable 
Booklets 
Compensation Updates Occ.. O 

Fee Billing Dec. 15 Plan Sponsor - 

Re-Illustration Request Dec. 15 Plan Sponsor 

Re-Illustration Rcceipt Dec. 31 

Death Claim Processing As Applicable 
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SPECIMIEN 3 

REPRESENTATIVE SAMPLE 
OFA 

PARTICIPANT'S STATEMENT OF ACCOUNT 
FOR A 

REPLACEMENT PLAN 
FOR A 

DEFERRED COMPENSATION PLAN 

5 
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" . . . . . . . . . 

Run Date: 2/10/99 

PLAN SPONSOR: Pilot Plan 
Plan Statement From: 9/30/98 To: 12/31/98 

Douglas Jeckyl Birth Date: 7/3/58 

14939 Zenith Avenue SSN: 900-00-0073 
lake Shores, ME 00050 

Beginning Ending 
Balance Balance 

Value. As Of Value. As Of 
Closing On Transfers Earnings Closing On 

Fund Name 9/30/98 Deficial Realign Paynents (Losses) 2/3/98 

BOND - 007 
Bonus SO SO $26,435 (St,886) ($29) $24,520 
Match $0 S75O $34,653 $0 ($34) $35,368 
Salary SO $3,000 $36,236 SO ($27) S39,209 

Fund Total - - - - - so $3,750 $97.323 ($1,886) ($90) $99,097 

GROWTH s 
Bonus $42,437 SO ($13,028) ($2.580) $6,7t2 $33,541 
Match $55,642 S750 ($17,089) SO $8,886 $48,188 
Salary $58,219 $3,000 ($17,903) SO $9,550 $52,865 

Fund Total $156,297 $3,750 ($48,020) (s.2.580) $25,148 s134,59s 
PRIZE FUND 
Bonus $48,850 SO ($13,407) ($2,593) S859 $33,709 
Match $64,025 $1,000 ($17,563) $0 S1,113 $48,575 
Salary $66.917 $4,000 ($18,333) $0 $1,127 $53,710 

Fund Total $179,791 $5,000 ($49,303) (s.2.593) $3,098 s135,994 

Total $336,089 $12,500 So ($7,059) $28,157 S369,686 
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SPECIMEN 4 

REPRESENTATIVE SAMPLE 
OF A 

PLAN SPONSORS ASSET ALLOCATION REPORT 
FOR A 

REPLACEMENT PLAN 
FOR A 

DEFERRED COMPENSATION PLAN 
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Current Hypothetical Fund Allocation 

Project: . 
Sponsor: PLAN SPONSOR 

Pan Group: Pilot Pan 
Plan: Pilot Plan 

Fund Name 

BOND - 007 

FIRST FUND 

GROWTH 

GROWTH 99 
PRIZE FUND 

SARFUNO 

SUPERFUND 

TRUST FUND 

As of: 6/30/98 

Fund Manader Name 

SAMP 1 fund mana 

SAMPLE 3 fund mana 
SAMPLE 1 fund mana 

SAMPE 1 fund mana 

SAMPLE 2 fund mana 

SAMPLE 2 fund mana 

SAMPLE 3 fund Thana 

SAMPLE 3 fund mana 

Report Twoe: Liability 
DC - Elective 

Date: 7124/98 
Page: 1 

Total Balance 

$2,740,272.75 

$1,936,782.84 
$2,335,686.51 

$2,101,922.37 
$1,420,154.43 
$4,721.964.00 

$2,681,239.47 
$339.850.33 

$18,277,872.70 
$18,277,872.70 

Allocation 

14.99% 

10.60% 

12.78% 

11.50% 

7.77% 

25.83. 

14.67% 

1.86% 

100.00 

Apr. 24, 2003 
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it. " , ; ; ; G "a "ife, El 24, 33. 

REPRESENTATIVE SAMPLE 
OF A 

PLAN SPONSOR'S PAYMENT SUMMARY 
FOR ANY 

REPLACEMENT PLAN 

  



US 2003/0078815 A1 Apr. 24, 2003 

Y it, ... 

Payment Summary 
From: OfA98 to: 12,31f98 

Project: Reportive: liability 
Sponsor: PLAN SPONSOR 

Plan Group: Pilot Plan ae: 31599 
Plan: Pilot Plan Page: 1 

Name SSN 

Jeckyl, Douglas 900-00-0073 
Date: 1231198. Source Fund Payment 

Bonus BOND - 007 S1886.15 
GROWTH $2,580.07 
PRIZE FUND $2,592.99 

Source Total: $7,059.21 

Total: $7,059.21 

22, 
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- EMES 

REPRESENTATIVE SAMPLE 
OF A 

PLAN SPONSORS ASSET/LIABILITY COMPARISON 
FOR A 

REPLACEMENT PLAN 
FOR A 

DEFERRED COMPENSATION PLAN 
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y 

Asset f Liability Comparison 
As of: 12/31/98 

Project: Report: Combined 
sponsor: PLAN SPONSOR All Compare 

Plan Group: DEFERRED COMPLIABILITY Date: 1/29/99 
Page: 1 

ASSET FUND BALANCE 

Fund Name Fund Manager Name Total Balance Wested Balance As of Date 

FUNDA SAMPLE 2 fund manager $2,273,961.32 $0.00 12/31/98 

FUNDB SAMPLE 3 fund manager $1314,429.38 $000 1231/98 

FUND C SAMPLE i fund manager $1,300,064 $0.00 1231/98 
FUND D SAMPLE 2 fund manager $1220,403 $0.00 1231A98 

FUND F SAMPLE 3 fund manager $748,040.94 $0.00 2398 

FUND G SAMPLE 1 fund manager $2,880,495 $0.00 23/98 

FUND SAMPLE 1 fund manager $1,800,783 $0.00 1231A98 

FUNDL SAMPLE 2 fund manager $206,484.30 $0.00 12398 

$9,470,699.42 $0.00 

LIABILITYFUND BALANCE 

Fund Name Fund Manager Name Total 3alance Wested Balance As of Date 

BONO-007 SAMPLE 1 fund manager ($3,393,972) ($3,393,972) 1231/98 

FIRST FUND SAMPLE 3 fund manager ($1,851,309) ($1,851,309) 12/31/98 

GROWTH SAMPLE 1 fund manager ($2,166,774) ($2,166,774) 12/31/98 

GROWTH 99 SAMPLE 1 fund manager ($1,968,393) ($1,968.393) 12/31/98 

PRIZE FUND SAMPLF 2 fund manager ($1,267.866) ($1.267,866) 1231A98 

STARFUNO SAMPLE 2 fund manager ($4,645.959) ($4,645,959) 12/31/98 s 

SUPERFUND SAMPLE 3 fund manager ($2,952, 103) ($2,952,103) 23/98 

TRUST FUND SAMPLE 3 fund manager ($275,312) ($275,312) 1231/98 

($18,521,687) ($18,521,687) 

Difference ($9,050,988) 

25 
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REPRESENTATIVE SAMPLE 
OFA 

PLAN SPONSOR'S CONTRIBUTION CONFIRMATION 
FOR A 

REPLACEMENT PLAN 
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Confirmation Statement 

Plan Nate: Pilot Parl 

51 
Apr. 24, 2003 

2F11A995:29:41 PM 

Mr douglas Jecky SSN: 90-O-O-OO73 
14939 Zenit Avenue 

lake Shores, ME 00050 

Source Fund Narine Aout Count 

Effective Date: 128 Record date: 1 1/30/1998 

Match 

BOND - 007 S750.00 

GROWH S50.00 1 

PRIZE FUND $1,000.00 1 

S2,500.00 3. 

Salary 

BOND - 007 $3,000.00 

GROWTH S3,000.00 

PR2E FLND $4,000.00 

s10,000.00 3. 

ot: S12,500.00 s 

127 
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SPECIMIEN 8 
lease-as-a-Faisa ReF 

REPRESENTATIVE SAMPLE 
OF A 

PLAN PARTICIPANT'S HYPOTHETICAL FUND 
INVESTMENT PERFORMANCE REPORT 

FOR A 
REPLACEMENT PLAN 

  



Apr. 24, 2003 
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SPECIMIEN9 

REPRESENTATIVE SAMPLE 
OFA 

PARTICIPANT'S TRANSACTION CONFIRMATION 
STATEMENTS 

FOR A 
REPLACEMENT PLAN 
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rax 

Confirmation Statement 

Plan Name: Pot Plan 

Mr douglas Jecky 
14939 Zenith Avenue 
Lake Shores, ME 00050 

- Payment 

21f995:29:1 PM 

SSN: 900-00-073 

Payment Amount Source Fund Name - 

Effective Date: 231.98 

Record Date: 12.31f98 

Bonus 

BON OO $1.886.i.5 

GROWTH S2,580.07 

PRIZ UN $2,592.99 

S7,059.21 

Total S7,059.21 

13 

Apr. 24, 2003 
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E. "3 lit. E . . g is i 
r N 

Confirmation Statement 
- Realignment 

Pan Natha: Pot Plan 2,111995:28:47 PM 

Mr Douglas Jeckyi SSN: 900-00-0073 
14939 Zenith Avenue 

Lake Shores, ME 00050 

Source Fund Nare -- Realignment % 

Salary Effective Date. 10/2/98 
Record Date: 10/1/98 

BOND - 007 30.00 % 

GROWTH 30.00 % d 

PRIZE FUND 40.00 % 

Tota: 100.00 % 

22 
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3.5" is a 4.5 is E. 

SPECIMEN 10 

REPRESENTATIVE SAMPLE 
OFA 

PRIVATE BANKING INTERNETSERVICES OFFERING 
FOR A 

REPLACEMENT PLAN PARTICIPANT 
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SPECMEN 11 
all-sease-Ess=cse-s-a-Faete 

REPRESENTATIVE SAMPLE 
OFA 

ASSET RECONCLIATION REPORT 
FOR A 

REPLACEMENT PLAN 

13 

  



Apr. 24, 2003 
61 

US 2003/0078815 A1 

2) 

  

  

  

  

  

  

      

  



Apr. 24, 2003 US 2003/0078815 A1 
62 

} } } 

3TIFICIA HOS SL3SSV OITOJ LHO...! 
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REPRESENTATIVE SAMPLE 
OFA 

TRUSTEES CASH VALUE REPORT 
FOR A 

PRIVATE PLACEMENT VARIABLE UNIVERSAL 
LIFE NSURANCE POLICY 

USED TO FUND A 
REPLACEMENT PLAN 

  




























