
 
¨ Retrofit new financial  
    tooling into your  practice,  
    elevating your level of     
    value as  a financial   
    solutions provider.   
 

¨ Assist clients in dealing 
more effectively  with   

    their financial life support    
    systems sm  .  .  .  earning   
    more of their business .  
 

¨ Maintain the “gatekeeper” 
position you already have 
with your clients or rise to  
that “gatekeeper”  position.  

 

¨ Differentiate yourself from 
the competition in the  

    affluent and  business   
    owner  markets through a   
    time- tested process. 
  

¨ Coordinate the planning, 
marketing and  technical 
knowledge  required in 
today’s  financial arena.  

 

¨ Add new sales, marketing 
and planning  techniques 
to your financial tool box .  
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THE EVOLUTION  OF FINANCIAL  ENGINEERING  
 

In 1979, the Stanford Research Institute completed a survey  
of over 37,000 business owners and other affluent individuals  
regarding how their financial needs were being satisfied.  
 

Those surveyed expressed the following frustrations: 
 

· The prepackaged services and products they were forced into. 
· The sales-intensiveness surrounding those services and products. 
· The low competency level of so many financial services  
     professionals. 
· The confusion and complexity of the products and services  
     themselves. 
 

What do they want? 
A centralized source of financial services and products that are  
competitively priced, understandable and custom designed while  
provided by competent, honest and multi-faceted advisors  
 . . . financial solutions providers.  
�

Becoming aware of the survey in 1982, Nick Gregory set out to structure a “financial engineer-
ing” firm with the survey’s results as its foundation. Today, AllianceAffiliatessm  help clients 
deal more effectively with their financial life support systemssm while avoiding the prepackag-
ing, complexity, incompetency, and  sales-intensiveness which continue to permeate the financial 
services industry. 
 

How? 
· By using a broad swath of powerful financial and legal knowledge.  
· By teaming strategically with competent, honest and multi-faceted accounting, legal, banking,      

insurance and investment professionals. 
· By providing custom designed financial planning which is tailored to meet the clients’ specific 

needs and objectives. 
· By using “simple practicality” to make the confusing and complex understandable enough to     

motivate clients to do what is in their best interest. 
 

Today, the demand for financial engineering continues to increase while the financial services  
industry continues to do business the old fashioned way.  
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TURNKEY Programs 

   

THE ��� (i)� ��� �� ��� ROGRAM 
The Design of Fully Insured 

Defined Benefit Plans  
 

THE LEVERAGED 
� �������� LOAN ��  

PROGRAM    
The Split $$$ Alternative  

 
 

THE C��
������ CAPITAL ��  
GIFT ANNUITY PROGRAM  

Reinsurance of Gift Annuities 
 

�THE � ���	�� INCOME�� �
TRUST PROGRAM 

Management of Income  
& Taxation 
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Life’s grand finale is death.  
Yet the financial affairs of 
our clients go on in the form 
of the assets accumulate dur-
ing their lifetimes.  At issue is 
the dramatic conflict (if they 
fail to plan properly) between 
tax, estate, and probate laws 
and how they wish to pass 
along these assets at death.  
The business owner is par-
ticularly vulnerable. 
 

At death, a snapshot of our 
client’s assets and their legal 
methods of transfer is taken 
by probate court and the vari-
ous federal and state tax 
agencies.  This snapshot be-
comes frozen in time.  With 
proper planning, the time, 
dollars and grief involved can 
be minimized.  However, 
without proper planning,  
wasted time, excessive costs 
and the mental grief of our 
client’s loved ones can be 
maximized.  The key failure 
regarding estate planning is 
that it normally occurs after 
death (post-mortem).  All the 
“skeletons” come out of the 
closet without our clients 
having the ability to defend 
their assets or their family. 
 

All third parties involved, 
probate court, tax agents, 
accountants, and attorneys are 
at liberty to take advantage.  
Why?  Because dead men and 
women do not get mad.  They 
also do not vote do they.   
 

Our clients will never see 
their estate’s Federal Estate 
Tax Return (Form 706).  But, 
it may become a devastating 
document.  Its dollar require-
ments (with estate tax mar-
ginal brackets ranging from 
37% to 55%) may force liqui-
dation of valued assets such 
as their business, real estate, 
collectibles, etc. 
 

The following are problems 
that we see quite frequently in 
working with closely-held 
businesses and professional 
practices: 
 

¨ Lack of liquidity to pay 
estate taxes, forcing the 
unplanned and forced sale 
of assets. 

¨ Improper life insurance 
plan design, making life 
insurance a liability, not an 
asset, by:  

· Allowing life insurance to 
increase the value of the 
estate and, therefore, estate 
taxes through “incidence 
of ownership” and, in cor-
porate tax environments, 
non-operating asset rules. 

·  Failure to abide by trans-
fer for value rules, making 
death proceeds income 
taxable. 

·  Improperly income tax 
deducting  premiums while 
living, making death pro-
ceeds income taxable. 

·  Exposure of corporate 
insurance proceeds to 
AMT. 

¨ Lack of proper trust and 
will design. 

¨ Non-coordination of asset 
titling.  

¨ Improper use of the unified 
credit and unlimited marital 
deduction tools. 

¨ Not using the vast array of 
other available design tools. 

¨ Lack of proper business 
continuation clauses within 
key legal documents. 

¨ Improperly designed busi-
ness buy-out agreements: 

 

· Family-attribution pitfalls. 
· Failure to peg business 

value for estate purposes.  
· Improper wording and 

failure to update on a 
timely basis. 

· Lack of proper disability 
buy-out wording. 

· Surviving owners missing 
the stepped-up in basis 
(increased capital gain tax 
on a future sale. 

· Having no buy-out ar-
rangement at all. 

 

¨ Allowing asset growth to 
distort the value which the 
IRS places on estate assets. 
(business, real estate, etc.) 

¨ Failure to peg and to freeze 
asset value. 

¨ Failure to shift assets to 
others 

¨ Allowing assets to move 
through the non-tax cost 
areas of probate. 

¨ Allowing others to control 
our assets, our business and, 
therefore, the financial af-
fairs of our loved ones by 
“default”. 

¨ Tangling up the running of 
our business in court. 

¨ Providing public access to 
our financial affairs.
(probate court dockets) 

 

In summary, reacting to 
death, after death, is an ex-
pensive proposition.  Taxes, 
inflation and probate can 
devour huge chunks of what 
our clients spent their life-
times building.  Human na-
ture dictates that we don’t 
think about death, let alone 
plan for it.  However, proper 
planning using trained, ex-
perienced and dedicated advi-
sors like you can provide 
clients with what I call 
“psychic income” or “peace 
of mind” – the psychic pay-
back of knowing that the 
goals and objectives our cli-
ents worked so hard for will 
continue after they are gone. 
 

The choice is yours and your 
clients; positive, intelligent 
action now or excessive 
amounts of time, dollars, and 
grief later!  
 
By Nick Gregory 

 POST MORTEM ESTATE PLANNING 
EQUALS EXCESSIVE TIME, DOLLARS AND GRIEF 
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SYNERGY INVESTMENT  
MANAGEMENT  

 Investment Advisory Services  
 
THE � ��
������ CAPITAL SM 

DESIGN CENTER 
Planned Giving Services 

    
THE INSTITUTE OF  

FINANCIAL  ENGINEERING 
Training—Education—Coaching    

 
FEI FINANCIAL   

PRODUCTS DESIGN                                 
The Design, Selection & Pricing 

 Of Financial Products  
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These are questions with 
very difficult answers.  Irra-
tional court decisions, the 
legal contracts required to 
do business, and determin-
ing the replacement cost of 
appreciating-value employ-
ees add to the complexity.  
Couple these aspects with 
all the innovations in the 
insurance industry and your 
clients can be are left with 
obsolete, inefficient, high-
cost insurance products cov-
ering the wrong risks in the 
wrong amounts and satisfy-
ing the wrong objectives. 
 

 Problem points to ponder: 
 

· The constantly changing 
property and liability in-
surance forms, which are 
full of coverage gaps 
which, could put your 
clients out of business. 

· Allowing life insurance, 
proceeds to a corporation 
to be taxable under AMT. 

· Key people being grossly 
under-insured for business 
loss due to their disability, 
or death. 

· Escalating medical insur-
ance costs.  Controlled 
self-insurance methods do 
exist! 

· Over 40% of all busi-
nesses, which have major 
fires, go out of business, 
even though proper prop-
erty insurance existed.  
They failed to obtain loss 
of income or "disability” 
insurance for the business.  

Managing business risk is 
easy to toss onto the back 
burner. It is a pure cost is-
sue, which converts no 
profit to the bottom line.  
On the other hand, your 
clients cannot do business 
without the proper respect, 
understanding, and preven-
tion of controllable risk.  
The alternative is to lay 
awake each night wondering 
what will happen tomorrow 
to destroy the business your 
clients have built. 
 

But what is risk manage-
ment, and how can you help 
your clients efficiently and 
cost-effectively deal with it?  
The risks, the dollar-loss 
impact, and their solutions 
are constantly changing.  
This constant change man-
dates that business owners, 
maintain flex and balance  
by asking: 
· What are the risks sur-

rounding my business? 
· What is the dollar loss 

impact of each of those 
exposures? 

· How can the risks be 
eliminated, reduced, or 
transferred to others? 

· What amounts of risk can 
my business financially 
afford to self-insure? 

· What amounts of risk 
should be transferred to an 
insurance company? 

· How can we minimize 
insurance costs premi-
ums) ? 

The final problem is the 
sales intensiveness of some 
who call themselves 
“insurance professionals”.  
The complexities of risk 
management require the 
technically-intensive advice 
of well-rounded “risk man-
agement” professionals who 
take the time to understand 
their client’s businesses  
while understanding non-
insurance solutions to risk, 
not just insurance policies 
and corresponding commis-
sions. 
 

In   short,   insurance   is   a  
financing system in which 
payments are made by the 
unwilling to the uneasy, at a 
price both consider unfair, 
for an uncertain reason 
which they both hope will 
never occur.  Concentration 
on non-insurance solutions 
to the risks surrounding 
your clients businesses can 
help reduce the need for 
such a bewildering financ-
ing system. 
 
By Nick Gregory 

MANAGING RISK: YOUR CLIENTS HAVE EVERYTHING TO LOSE 
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CALL  FOR SCHEDULES  
DATES  AND  

PROGRAM TOPICS 
�
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A PROFESSIONAL DESIGNATION 

EXERTS FROM  THE  NATIONAL  UNDERWRITER  ARTICLE  
Life and Health/Financial Services Edition July 14, 2003 Issue 

 

MORE EDUCATION, MORE DESIGNATIONS BY LINDA  KOCO 
 

The Financial Engineering Institute, LLC, a for-profit company located in Clearwater, Florida has 
started the marketing of its Chartered Financial Engineer (ChFE) designation. This is a two-day  
“boutique” program aimed at helping practitioners conduct strategic financial planning for high-net-
worth clients. 
 

The new ChFE designation grew out of the educational programs that Nick Gregory had been        
providing to advisors in the affluent market. The President and Managing Partner of The Financial  
Engineering Alliance, Gregory says advisors asked him to make it into a formal credentialing program.  
 

The program, he points out, is not intended to be an alternative to widely recognized programs, such as 
CLU, CHFC and CFP.  In fact, Gregory says most who seek the ChFE designation already have earned 
other designations. They enter the ChFE Program for hand-on education in strategic planning, he says. 
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 Why re-invent your practice    
 when you can re-tool it as   
 you see fit. 

 

The Dynamics of � ��
������ CAPITAL SM PLANNING   
 

In order to respect wealth and maximize its use in achieving true financial objectives, it is 
important to understand that wealth breaks down into three forms of financial capital within our 
individual financial life support systemsSM.

    The three forms of financial capital are: 
 

Personal Capital:    Assets that are ours. We have control, use and ownership of these assets.  We 
can sell them, consume them, or pass them on to our heirs.  
 

Taxable Capital:   This is capital that does not belong to us even though we created it. We must 
give up ownership, give up use and give up control. This capital must be passed on to  
Washington, D.C. for the general welfare of America and the world through ordinary income  and 
capital gain taxation and again at our deaths . . .  estate taxation.  
 

� ��
������ CAPITAL SM:   This is capital that is created through the conversion of Taxable 
Capital  using the HEART of the tax law provided by Congress dating back to 1969 (IRC Section 
664). Although we give up ownership, we can maintain the use and control of this capital while 
self-directing our contribution to society through custom designed planned giving. 
 

Our desire to have “ownership” generates maximum taxation . . . Taxable Capital.  In fact, our 
desire of ownership: 
     decreases income  ~  increases taxation  ~  decreases inheritance  ~  decreases planned giving 
 

However, the redirection of that desire can allow for the continued control and use of capital 
while: 
    increasing income ~ decreasing taxation ~ increasing inheritance  ~  increasing planned giving 
 

Why not disinherit the IRS by using the planned giving tools which Congress has made available 
to us for over 30 years? Planned giving tools like: 
       Gift Annuities ~ Remainder Annuity Trusts ~ Lead Trusts ~ Private Foundations   
       Supporting Organizations ~ Remainder Unit Trusts 
 

Each can be used to generate substantial income tax deductions, cut away capital gains taxation 
and eliminate estate taxation by self-directing large portions of Taxable Capital into 
� ��
������ CAPITAL

SM.  
 

So, what type of philanthropists do we desire to be? Why not understand and respect what 
surrounds our financial life support systemSM, use tax law effectively and take an intelligently 
engineered course of action using the financial engineering processsm. 
 

Taking such action will allow us and our future generations to begin experiencing the joy of  
� ��
������ CAPITAL SM planning:  
        Enhanced family unity ~ A stronger sense of significance ~ Enhanced family values 
        More responsible use and management of money ~ Satisfaction in helping others 
        More involvement in worthwhile projects  
          

By Nick Gregory 
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P.O. Box 249 
Tarpon Springs, Florida 34688 

Phone: 727-935-5815 
Toll-Free: 888-884-3332 
Fax: 727-599-0539 
Website: THEFEI.com 
E-mail: nickg@thefei.com 
 
 

For educational purposes only. For Agent/Registered  
Representative Use Only. Not to be distributed to t he 
public. 
©Copyright The Financial Engineering Institute, LLC  
2009. All right reserved. 
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¨ Assist advisors in helping clients effectively control and use their 
financial life support systemsSM to take care of themselves and their 
families. 

 

¨ Assist advisors in helping their clients maintain control of what they 
have while attaining more. 

 

¨ Assist advisors in helping clients minimize taxes, probate costs, 
insurance premiums and fees. 
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¨ We are sensitive to the hopes, dreams, fears, desires, values and 
feelings of clients. 

¨ We maintain a vast field of knowledge while teaming with advisors. 
¨ We think dynamically with advisors while using simple practicality. 
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PROFESSIONAL CREDENTIALS   
         OF OUR STAFF AND  
      ALLIANCE  AFFILIATES SM  
 

            Attorney At Law 
 Certified Public Accountant                  
 Certified Financial Planner® 

 Certified Insurance Counselor             
 Chartered Life Underwriter 
 Certified Senior Analyst                            
 Chartered Financial Consultant          
 Chartered Financial Analyst 
 Chartered Life Underwriter                                            


