Summary of Coverage

Individual Life Insurance Coverageéon Leon Black
+  Split-Dollar Entity: AIF IV Management, Inc.
+  Policy owner: Morman Brownstein, Trustee under the Leon [, Black Insurance Trust #1 dated September 13, 1999,

+  These policies” register dates are September 1999,

" Nef Cash Split-Dioltar
Amount ot Normal Annual | Account Value ﬁjﬂldﬂ- Malue * Advaner”

Carrier Policy Number erage Premium 12-31-12 11-31-12 12-31-12
Prudlentivl V1016 844 £30,000,000 £502,335 £4,504,232 62 $4.504,232 62 56, 108212
AXA Equitable 49 232 126 £15,000,000 £264,804 £2,053,540.91 £2.019619.09 $3,172.980
Secnrity Life of Denver G1O014742 $ 5.000.000 S 96,380 5584 17030 5576482 80 £1.180,138
Total — Individual Life Insurance Coverage _B50,000,000 SR63,609 $7,141,943.83 87,100,334.51 510,461,330

-Second-to-Die, Wealth Transfer Life Insurance Coverage on Leon & Debra Black
4+ Split-Dollar Entity: AIF IV Management. Inc.
+ Policy owner: Norman Brownstein, Trustee under the Leon D, Black Insurance Trust #2 dated September 13, 1999,

+  These policies, other than the Prudential policy, have a register date of April 28, 1999 in order to save Debra’s insurance age. (Prudential utilizes
“current age” vs. “closest age”, therefore backdating was not necessary and the register date for the Prudential policy is 9/13/99,)

RAEE

_ Net Cash ;mii-l]ollnr

Amount of Normal Annual | Account Value | Surrender Value _ Advance

Carrier Policy Number Emn‘uge ‘ Premium 12-31-12 12-31-12 12-31-12
Prudential Vi 001 958 £20,000,000 $179,595 $2,727.667.92 52,727.667.92 § 2,304,955
New York Life 75 500 858 20,000,000 5196080 §3,081,046.27 £3.073.203.07 5 2,514,929
Pacific Life VP 6089 7390 % 5,010,000 $33.218 $457928.92 5457 .928.92 § 424.4%0
Jahn Hancock 200039 301 $30,000,000 $350,022 £5,040,643.54 $5.040.643.54 £ 4622974
AXA Equitable 49 232 123 $25 000,000 £205.246 $2,664 066,34 $2.638.569 80 3 2.627.947
Total Second-to-Die Life Insurance Coverage | - 5100,010,000 973,161 %13,972,252.99 513,938.013.28 5-1 2,495,285

This information has been taken from sources which we believe 1o be reliable. but there is no gnarantee as to its accwracy. {t is not a replacement for any account
statentent or transaction confirmation isswed by the provider. Please compare this document fo your custodial statement for accuwracy, as applicable.

LOE90LE0

Please refer o the prospectus and most recent anmual repart for further information,
Transcription errors do not affect actual policy values,
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INCORPORATED

Roger E. Cammon

President & Co-Chief Executive Officer
701 Markes Street, Sulle 1200

St Lovis, Missourl B3101

[214) 231-5066

[314) 231-4850 fax

December 7, 2012

PERSONAL & CONFIDENTIAL

Ms. Eileen Alexanderson
Black Family Partners

9 West 57" Street, 14" Floor
New York, NY 10019

via email

Leon Black Trust-Owned Life Insurance Coverage
2012 Reportable Income & Annual Gift

Dear Eileen:

Annually, Leon must report or contribute the economic benefit of his Split-Dollar life insurance
plans as income for income tax purposes. This same amount represents the annual value of the
gift for gift tax purposes. The following page outlines the reportable income and annual gifi ona

policy by policy basis.
If you have any questions concerning this information, please do not hesitate to contact me.

Respectfully,

2"

RogerE. Cammon
Enclosure

cc: Mr. Thomas Turrin

Cnly 72 AXA Equitsiie policias are oliesed through AXA Advisors, LLG.

B Chen Dot w2proiIREC dee

Thoe named individual offers secunines and igvesimes advisory prodecighrongh AXA Advisors, LLC (WY, NY 212114-4600), member FINRA, SIPC, and eifers
nnauity and insurance modocts through AXA Nerweek, LLC and iis subsidianies Bryant Group, Inc. is nol ovwned or operaed by AXA Advisors or AXA Netwark,

Secunities offered Ihrough M Holdings Securilies, Inc.,
A Registered BrokerDealer, Member FINRASSIPC

Bryanl Group. Ing. is independently ewned and cperated.
AT DnafC AN DV e s s el acaromegine s REC st
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INDIVIDUAL LIFE INSURANCE COVERAGE ON LEON BLACK

»  Split-Dollar Entity: AIF, TV Management, Inc.

y  Poliey owner: Norman Brownstein, Trustee under the Leon D. Black Insurance Trust #1 dated September 13,
1999,

»  These policies’ register dates are Sepltember 1995,

ANNUAL REGISTER 1
MNUMBER COVERAGE PREMIUM DATE

REPORTABLE
INCOME & GIFT |

AMOUNT OF

R : AMOUNT
Prudential V1016 844 $30,000,000 $502,335 9/13/99 $51,413
AXA Eguitable 49 232 126 $15,000,000 $264,894 9/13/99 $25,191
Security Life of | 610014742 £5.000,000 396,380 9/20/99 28,360
Denvey
i Total = Individual Life 550,000,000 $863,609 354,964
_‘ﬁm&_ﬂwa:nm Coverage i

SECOND-TO-DIE, WEALTH TRANSFER LIFE INSURANCE COVERAGE ON LEON & DEBRA BLACK

v Split-Dollar Entity: AIF IV Management, Inc,

»  Policy owner: Norman Brownstein, Trustee under the Leon D. Black Insurance Trust #2 dated September 13,
1999,

»  These policies, other than the Prudential policy, have a register date of April 28, 1999 in order 1o save Debra’s
insurance age. (Prudential utilizes “current age” vs. “closest age”, therefore backdating was not necessary.)

ANNUAL  REGISTER - REPORTABLE
PREMIUM DATE INCOME &

AMOUNT OF
COVERAGE

PoLICY

CARRIER NUMBER

B i _GIFT AMOUNT
Prudential V0 001 958 $20,000,000 $179,595 9/13/99 53,430
New York Life 75 500 858 520,000,000 5196,080 4/28/99 $4.,456
Pacific Life VP 6089 7390 $35,000,000 333,218 4/28/99 3860
John Hancock 20 039 301 $30,000,000 $359,022 4/28/99 $5,445
AXA Equitable 49232 123 $£25.000.000 $205,246 4/28/99 £4.077
Total Second-to-Die Life $100,000,000 $973,161 £19,168

| Insurance Coverage

EFTA_R1_02106303
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Leon Black
Trust-Owned, Split-Dollar Life Insurance Coverages

Annual Review Meeting
November 30, 2011

I Review Current Projection of Split-Dollar Life Insurance Plans

E Summary Page (llI-] from October 2011 Review)
attached.

Il. Explore using another, existing irrevocable trust or other
entity to purchase the policies and terminate the Split-
Dollar arrangement.

-~ Attached Comparison: Continue Current Split-Dollar Plan

Versus

Another Trust Purchases the Policies
and Split-Dollar Plan Terminated.

. Second-to-Die policies composite comparison.

. Individual policies on Leon composite comparison.

lll. Issues to Consider in the above referenced transaction.

Bovigent Dhom Bryaniia they Flllsck, LeoniBeviewsidgends for 11-30-11 meoting doc Ema qu—w

INCORPORATED
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LEON and DEBRA BLACK

ORIGINAL PROJECTIONS

@ 10.00% Hypothetical Gross Rate
af Return & Curront Charges

it 9.00% Hypeiketical Gross Rate
of Return & Current Charges

SPLIT-DOLLAR PLANS - 2011 In Force Update

2010 PROJECTIONS

@ 9.00% Hypotheticol Gross Rabe
of Raturn & Cufrent Charges

@ B.00% Hypothatics Gross Raie
af Retien & Curment Changes

SECOND-TO-DIE SPLIT-DOLLAR PLANS Russnd Upon July 2011 Plicy Vishue Bt Unan ol 2011 Poficy ks
Pramiam Cifigainy Promsumn Coimpary Prefmeusn Compuny Prértiaam Corpany
Inntisl Dimach A Paymzni Frawiem rvmage PargTrses. Praraim Ciorvet i Prpmest Pristiinif Trranoage Paspsini Fremaam g
Padazy Biesreefil ot g Premasm WA Recgvery Unki ¥aars Hadmry Ui Wi Haoowery Lt Ve Rty il
Hancook's Majestic Variable Estate Cetra's Ags | Dhatwes Age Debim's Doa's dagus
000,000 358,052 12 1 I 1 g s
Froiection 0 Palicy & 20 038 301 - o " i : e o " e o “ e -
- Thiriessm premasms poid i date 20 I 2oy 2007y [B030)
|
|
AXA Equitable Sureeorship IL — Dotew's Agn | Destow's Aga . Dty g . et Age
Peticy § 40 232 133 25,000,000 0246 16 2015 " | 4 2008 ® 26 2025 o 13 o3z e
- Thiflean prerrams pad ks ool [2014] (HIET) 2024} | BLE1)
Miw York Lite's Survivorship YUL E T —— { Debar's Age —
20,000,000 196,080 i 17 16 | 3 27 i Dowrs Age
Policy #78 500 858 i 015 p | iz 2031 Y 26 202 - 40 2039 o
Thershinn gesrsume puid b date @018 (2035 [2026) {2038y
Prudendlal’s Survivership Preferred R Dlabea’s Age . Dieiea's Ags Oebra™s Age Doarw's g
20,000, 174,505 1 | WG 201 1
Policy # V0 001 358 0d 9 2018 prie} 36 2035 - 32 203 e 43 Al Daslh ek
- Twvshe prewmsums pad 43 dais (07) P oy {203 01}
Pacific Life's Select Estale . Dotea's Age Datan's g Dotaw's Agn i Do B
5,010, i 1 J i . i ! -
Praserver Palicy & VP 6089 T30 010,000 BE B 207 s | 29 2028 s " 2026 P i as 2034 a
Thirlesn pIemis g 1 cale 1 B8] | (a0 208 | [y
[
i i |
TOTALS: | 100,010,000 | 972161 |
INDIVIDUAL SPLIT-DOLLAR PLANS (Leon Black)
Prameum Caompany Premam Ly Fremmaan Comgay Pra i Coafjiary
riiml Deaih Anfual Faymani Pramibam Coamrnge Pawprasini Pramigm, LI aga Paprani Premam pne—— Paymani Premaum [
Poboy Bl Cirvirsagm Framum s Rascawery Linkd ¥ gy Reciry Uinid VB Ristuwify Ui iasars Faeranny Uy
| i
Prudential® L i L ' i '
rusentlars Vu 0,000,000 507335 25 204 e ] Al Cealn | AlDealh * WA | Al Dpainy o Lo R
Policy # V1 016 Bdd }
Terhet: prafmiamns gk o dae 2073 [2033%) (2031} ; (2038
| i
AXA Equitable’s Incentive Life I Loe's age ; Loy Age . LeewEAge | LPeTE g
15,000 A 4 el g Al Daadt i " Al Derath i
Poliey # 48 232 128 5,000,000 261 Al e 2013 - k] AlLD - 29 W ey | al r
Tl pramiLme poed 1o cate 2002 {#0%1) i FT] i {@eny
|
i s Firstii L Lo
IGISacarity Lifs's Firsifing 5,000,008 96,380 25 Al Daath I'w;"w et Pobcy Lapes Lw;‘r“ a1 Policy Lapse * =™ r:'*"‘" i 24 Poficy Lapge * ‘"::_M*
Policy # E10014742 | 1
+ Twmhen possnbime o b dike (Fivni] [roead (D9} 1 27T}
TEOTALS: 50,000,000 | B3 608
GRAND TOTAL 1,836.770

! LEny axsurmed Mo expeciancy is 3 years Age 35). To manian tho coveragn beyond Leoe's Agr B7, changas i the Splil-Dollar Pian design, such o continuing | pay T8 audichiesd 3iiaii kit o momasing the snnal premum paysan!, may ba congidersd
# Tha indicatec annun (eemium is pai lor 20 yasse Thie mainipine ihe solicy I Leon's Agi B8 Ta mmnlan the coverage beyond Lecn's Age B8, cfanges o ihe Sipks Dobar Pian design, wueh an increasing ihe oo [rmim pessn!, may bs consdered

¥ Tha poficy ligracs in poboy yamr 12 (Leon's Age 79 based upon tha specsd sssamplions and pang e icicales snnusl premium. Prying $126.535 annualy baginseng in iha 2011 poicy year w8l mantoin the corentage enill Leon's assumed lik expatianey (Ago BE). Dapancing wpon the
plin's abjecives. aiher changas o ihe Spil-Dolar Pian sesgn may be conssdend.

A Tha golicy lagses i pokoy your 39 (Lana's Age 58] Based upars Ihe spociliad astumpbons and Bayng e odicialsd snmsl pemum D preatiren wpe thay plan's ohscives, ather Changas & tu Spbl-Doliar Plon desgn may be conssemes

% Tha indecabid sveisl prémbot b psd ke 30 yaaes. This raeniale i pobcy o Leon's Age 31, Tamginiain e cowrmgs bipend Lo Age B, changes o iher Spii- Dol Flan dessgn, such as inceaasing the anfusl i caymont. may be comidensn
# The policy lapsed in poficy peer 30 (Laans Age 77) based upon he spaciied ssumpsons and paying iha indcaies A premiam. Depending upon (he pls objsctwe, ciher changas i the SpélDola? Plisit divssiyns vy b considenss

-1

2T i Fome Gyrapi i EOF- ]
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$100,010,000 COMBIMED Second-To-Die Death Benefit Coverage - 5 SVUL Policies

8.00% Gross Rate of Return

MR. & MRS. LEON BLACK

Based Upon a $373,161 Normal Annual Premium Payment

Assuming 8.00% Hypoihalical Gross Aate of Return & Curent Policy _n_.aa_am

SECOND-TO-DIE SPLIT-DOLLAR PLAN

CONTINUE CURRENT SPLIT-DOLLAR PLAN

CORPORATION

EXECUTIVE

ANOTHER TRUST PURCHASES THE POLICIES &

TERMINATES THE SFLIT-DOLLAR PLAN

CORFPORATION

EXECUTIVE

EFTA02707624

Trust Death Banalit il Y - Trust Daath Bonafit
e bar .___._.__._.__n.._ Premium + Coversge -._._.oﬂi_.a et Anrwal Pramium + Coverags _Ei._._ ._mq.”_._.r
Yaar Age  Age somany Diath Procesds Raaovery Death Proceads
1963 44 a4 968,500 05,888,018 4,661 SR 500 99,880,018 4,861
2000 49 d5 BET. 740 a0, 600, 262 5421 967,740 90,599 252 5,421
01 50 4B 866,850 90,443,308 6311 966,850 O, 443, 309 6,311
w2 51 47 985,777 98,178,857 7.384 965,777 99,179,897 7,384
200G 52 &5 B64.535 S8 617,969 B.626 B64,535 &3 817,962 8,626
2004 B3 4% 963,035 0,668, T0d 10,126 963,035 90 668,704 10,128
2005 54 B0 863,035 100, 780,847 10,126 063,038 100, 780,647 10,128
2006 55 51 a50,427 101,714,816 13,734 B50.427 101,714,915 13.734
2007 &8 52 957 201 100,927,208 15,960 Be7.201 100,827 208 15,860
2008 57 53 955,428 28,631,757 17,732 B55 4208 98,501,757 17,732
2008 5B 54 953 867 B4.570.544 19,294 Q53,867 99,570,544 19,204
2M0 59 55 955,300 101,213,274 17 861 956,300 101,213,274 17,861
201 80 58 G54 468 101,416,687 18593 Gk 468 101,416 GET 18,683
22 B1 5T 053, 784 101,887,381 19,377 {11,677 665) ' 100,010,000 &14,138 |
2013 &2 58 853,073 102,368,722 20,088 = 100,010,000 614,138
24 B3 58 B52.297 102,830,414 20,864 100,010,000 614,138
2015 B4 6O 861,602 103,556,668 21,558 - 100,010,000 570,567
2016 8BS & A50_ 488 104,267,144 22,673 - 100,010,000 280,213
2T ee &2 940,482 105,045,370 23679 - 100,010,000 S0T B95
2018 &7 63 Q48,267 106,891,419 24 804 - 100,010,000 80,500
2019 68 B4 B45,583 106,825,414 26,178 100,010,000 .
2000 BE 65 245,170 107,828,121 27.861 100,010,000
2000 T 68 (7,148,970) 108,288,657 20,5461 100,010,000
222 N 67 542 632 108,781,288 21,507 100,010,000
2023 T2 &4 520,820 108,743 502 23,319 00,010,000
2024 T3 B9 589,681 108,187,069 24,478 100,010,000
2085 T4 m 587,976 107,632,300 26,163 100,010,000
2026 TS Fi| E8E.6830 107,078,888 27500 100,010,000
20T T T2 584,266 106,527 841 29,873 100,010,000
b N S 581,303 105,579,755 32838 100,01 0,000
Mm@ T T4 677.348 105,435,624 36,73 100,01 0,000
ok I 573,363 104, 895 480 40,776 100,010,000
¥ B TE 566, 545 104,362,152 47,504 100,010,000
2053 M i (6,173,303) 104,019,842 33,365 100,01 0000
2033 82 T8 370,368 103,682 892 38,628 100,010,000
2034 83 T (774,052) 103,345,751 38,735 : 100,010,000
2095 84 BO 330,803 103,014,848 44,772 - 100,010,000 .
2088 HEo®m 324,538 102, 5560, 308 51,138 100,010,000 .
2007 B8 82 3T, 024 102,373,285 58,651 100,010,000 -
2038 a7 B3 305,471 102,087 814 70,204 104,069 258 -
2035 B8 84 (7,400, 846) 101,935,862 47,643 102,614,407
2040 BF 85 129,687 101,808,275 50,008 104,264,279
2041 @0 i} 121,122 101 GB&,163 5B 4T3 105,284 401
2042 W@ ar - 101,685,153 68,456 V07 805, THE
2043 B2 BE - 101,685,153 70,866 100,717 955 =
24s 93 88 (7.219.807) {101,685, 153) . (108,717 955)
2045 Ga 90 - -
NPV of Corporate Cash
Flow & 6.00%: 5,408, 104 3,554,807
Leon's Gift Amaunt Leon’s Gil Amount
20z 4 q:imgi.E nizﬁabqaiﬁupg_Eu
Total Gift Amount: 1,334,473 Totl Gift Amount:| 3,146,422 ]
Exscutives inbamal Flata of r-EE.E Exsculive's intomal Faba of mnﬁs.E
' Company recovers §11677 565 of ha $12,495.235 Split-Dollar Advance.
2 in the event Ba rust has sullicient cash 16 meal e premium paymants. addtonal gifts may NOT be nesded,
ared-To-Liw Bplel Py Compadscn & &% - 2091 U T
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B.00% Gross Rate of Return
Asauming 8.00% Hypothatical Greas Hate of Rebim & Curménl _U_....nu_. .U_.—yqﬂ@.m

INDIVIDUAL SPLIT-DOLLAR PLAN

MR. LEON BLACK

$50,000,000 COMBINED Individual Death Benefit Coverage - 3 VUL Policies
Based Upon a 3863,609 Mormal Annual Premium Payment

ANOTHER TRUST PURCHASES THE POLICIES &
TERMINATES THE SPLIT-DOLLAR PLAN

CoRPoRATION ) oxccore [ GoRromATon Texecuve |

CONTINUE CURRENT SPLIT-DOLLAR PLANMN

. Annual Pramium + ._Em".._nw,.‘.”.w.__.._ Banafit Annual Gilt + Anaal Presmiam + Trust Death F.mnb.a Annual Gift +
5 A Loverage Inzoming Trust RECOVrY el Incoming Trust
Year Age Death Proceads Durath Proceads
1988 48 521,004 50,014,178 42,605 821,004 50,014,178 42,605
2000 49 819,681 43,961 588 43,988 B18,621 48 061,588 43088
2001 50 818,242 48 466,260 45367 818,242 48 466,260 45 367
2002 51 816,807 48 529,954 46,802 816,807 48 520 954 46,802
2003 52 B14,613 48,342 621 48,996 814,813 48 342 B21 48,908
2004 53 B11 dadd 48,318,200 52,165 B11,444 48,318,200 52,1685
2005 54 811,444 48,283,943 52,185 811,444 48,283,843 52,1658
2006 55 B01,954 48,606 486 61,655 801,954 48 606 486 61,655
2007 58 797,040 47,238,285 BE 5649 77,040 AT 238 285 66,569
2008 57 780,702 46,389,128 72,907 T80, 702 46,398,128 72907
209 58 783,973 47,129,584 78,636 783,873 47,120 584 79,636
2010 59 789 857 46,932 19 73,652 789,957 46,832.191 73,652
2011 B0 783N 46,897 480 80478 783,131 46,8597 480 80,478
2012 81 7769 46,872,328 85,440 (6,718,901} ' 52,175,103 ar1 zes |
2013 82 770,687 46,851,150 020922 - 524054197 871,885
2014 B3 762,118 46,851,734 101,491 - 52,638,439 871,885
2015 64 752,889 46,869,560 110,720 . 52,873,112 a71,885
2018 B5 742 214 46,936,950 121,395 - 53,147 660 871 885
2017 BE 730,594 47,019,778 1330158 - 53.424 398 871,885
2018 &7 717,818 47,118,029 145,791 . 53,713,743 871,885
2018 &8 704,233 47,221 B57 158 376 - 54,033,057 871,885
2020 &9 689,262 47,296,829 174,347 - 54,356,258 871,885
021 7O 672,846 47,328,701 190,763 - 54 681 Bog 871,885
2022 M 648,085 47,306,100 215,524 - 55,007,819 795,142
023 T2 621,140 47 210,548 242 469 - 55,007,819 368,550
2024 73 580,817 47,043,260 272 692 - 55,007 B19 104 656
2025 T4 556,699 46,849,180 306,910 - 55,007 819 104,656
2028 75 518,663 46,679,170 344 946 - 55,007 819 104 658
2027 76 489,574 48,189,588 374,035 . E5.007 819 104,656
2028 7T 393,344 42,540,144 ar3ees . 55,007 819 104,656
2028 T8 362,999 42,177,146 404 230 - 55,007,819 104 656
2030 79 229,364 41,047,781 438479 - 55,007 819 104 656
2031 B0 204,926 41,742 855 476,152 - 55,007,819 104,656
2032 @ 177032 41,565,723 517841 : 55,007,819 104,658
2033 8P 145,114 41,420,600 563,458 - 55,007 819 104,856
2034 83 108,752 41.311 857 613,085 = 55,007,819 104,658
2035 B84 68,658 41,243,199 692,588 - 55,007,819 104,658
2036 B85 24 882 41.218,337 843,782 - 55,007 819 104 656
2037 86 {20,460, B53) - {41,218,337) - - {55,007.819)
2038 ar - - = E :
2038 BB = = = - =
NPV of Corporate
cash Flow ® 6.00%: 8,101,879 4426363 .
Leon's Gifl Amount Laon's Gift Amount _“_ o
2g & ﬂ!:eu:ﬁ.E Future Pramium Payments: EM
Total Gilt Armown! E Tokal Gt }n_E:_.E
Exsculrve's ntemal Aate of Retum 10.38% Eumcative’s Indemad Fate of Aabuam T.73%
! Company recovers 56,718,901 of the $10,459,532 Spit-Dollar Advance
2 In tha evenl the frus! has sullfisien! cash 1o maesel the prémum payments, addilicnal gifts may NOT be nesded
4
ke %l Sdind Puan Campas asn & diu - 2070 o TEPERG
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Review of $150 mil Life Insurance purchased through Bryant Group

Rationale for the $50mil life insurance policy on Leon:
Proceeds would be available at time of death to pay off some of indebtedness related to
your art collection

Rationale for the second-to-die policy on Debra and Leon:
Proceeds would be available at time of death to pay estate taxes

These policies are owned in irrevocable life insurance trusts (the Leon D Black Insurance
Trusts #1 and #2). The policies purchased were set up in a split-dollar structure to
minimize gift tax. The split-dollar entity, AIF IV Management Inc (now part of BFP),
advances the annual premiums (in lieu of compensation to Leon). Fortunately, these
variable universal life policies were purchased from top carriers who have fared relatively
well in the recent financial crisis. Investments in various mutual funds were elected at the
time of the purchase of the policies by John Hannan. The goal in a structure like this is to
have the policy assets invested in a way that they will appreciate enough to have
sufficient equity to allow for a cash withdrawal to both repay premiums previously
advanced by the split dollar entity(at which point the split § arrangement is terminated)
and cover premiums going forward. The death benefit, when ultimately paid to the Trust,
is income tax-free and estate tax free. In 2009, you paid gift tax on a reportable income
and gift of $90,639 compared with the full amount of $1.8 mil of premiums paid annually
which would otherwise have been considered gifts to the trusts.

These policies were initiated in September 1999, You have paid in $19.5 mil in premiums
(shown in the “split-dollar advance’ column on the attached 12/31/09 Summary of
Coverage). The cash surrender value (which is tied to the underlying value of the assets
invested) was valued at $14.2 mil at 12/31/09. This reflects a difficult decade for stocks
generally. Also, the investment options chosen were heavily growth oriented. Think back
to 1999 in the midst of the tech bubble in the making. At that time growth was the only
thing working and the only thing people wanted to own. The other side of the bubble
1e.2000-2002 was quite painful. In the period 1/1/00-12/31/09 the Russell 1000 Growth
index declined 33% cumulatively. The original options have not been revised or
rebalanced along the way. While in the currently slow growing economy growth style
portfolios are likely to do well, I have a review of the funds owned on my to-do list and
will work to add some international options and rebalance a bit from the existing funds.
Whereas the original plan called for an equity build in the underlying assets that
would have allowed premium recovery to begin next year, it looks as though we face
another decade of premium payments before we begin that process. Assuming an
average return of 9%, it will be 2020 before we get to the point of the premium advances
being covered. The death benefits are fully intact at the $150 mil face value of the
policies and will service their intended purposes. The terms of the structure stipulate that
if the needed equity appreciation is not achieved before the death of the insured, the
repayment of premiums advanced by the split-dollar entity is paid from the death benefit.

EFTA_R1_02108308
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Additional planning suggestion from Roger Cammon for consideration:

Make an additional gift to the trust of a ‘lowly valued, likely to appreciate’ asset which,
once contributed and appreciated, could be used to accelerate the process of terminating
the split § arrangement. 1 will give this idea additional consideration.

We also spoke about insurance as asset protection, There is definite appeal. For
instance, let’s use an example of a $25mil life insurance policy purchased for asset
protection purposes: Contrary to a purchase of insurance for the normal purpose of
the death benefit, in this case, the death benefit is just the tax shield for the assets
inside the policy. You want to buy as little death benefit as life insurance tax law will
allow. Premiums would then be extremely small and, from the start, the cash value
is accessible via a loan from the policy. Under NY State law, the cash value of life
insurance is exempt from the claims of creditors. If housed in a trust as Weil
Gotshal has suggested, there would be even greater surety of asset protection but
you would have to pay the gift tax on the $25mil or cost of the policy. The assets in
the policy would grow tax free and can be invested in a choice from the carrier
menu of investment options or it is possible to buy a customized policy allowing a
hedge fund or any other alternative asset,
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Background

Original intention: build up enough cash in the policy to unwind the split dollar
arrangement and have enough value left over to maintain the policy with no further
premiums. Investment returns have been disappointing. Current projections imply a need

to continue with premium payments for another 10 years (@ $1.8mil/yr)

AIF IV is a LP of Black Family Partners LP and Leon is the sole shareholder of AIF IV Mgmt

I began with the question of what's the appropriate amount of insurance for Leon &
Debra to have but this is a bit of a moot point since amt already held is in line with max
available. Est at $165mil-lower than historically due to consolidation of reinsurers.

Possible Solutions:

Switch to guaranteed insurance plan
Trust gets stated DB, gives up opportunity for equity growth
7material modification, premiums required going forward?

Pay back the split dollar amt using GRAT or CLAT with favorable gift tax implications
Per Ada will take too long

Any change in carriers-considered a ‘material modification’-would eliminate SD benefit
Per Gail Brannock and Jay Rabinowitz UST, Roger Cammon

amend current split $ agreement to be a non equity split dollar where trust owes the
company the greater of the CSV or premiums paid at termination or death

Split § entity has to stay in place until Leon’s Death

Trust gets the death benefit less premium advances that go to AIF

Any equity policy growth above DB goes to AIF

Per memo from Carlyn: if the split § arrangement is terminated, AIF would receive only
the current cash value now

AlF IV Mgmt under the split § agreements pays the premiums but Black Family Partners
does now. Resulting question-is AIF owned by BFP or Leon?Per Lindsey Cei email AIF
IVis an LP of Black Family Partners. Leon is the sole shareholder of AIF [V Mgmt

Since BFP did not become a parly to the split § agreement but was just advancing funds

to AIF for premiums then, perhaps, does AIF have to repay BFP the full amount of its
outlays even if the it gets a cash surrender value less than premiums paid.
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If we unwind the split $ arrangement we will have a more palatable number years of
premium payments and then the policies should at least be self sustaining.

Bad news, underlying investments dramatically underperformed expectations and so the
original plan to repay AlF for the premium advances, unwind the split %, and have
$150mil of policies which are self sustaining and require no additional premiums has
failed. The good news is that if we proceed with the proposal from Carlyn to unwind the
split $ arrangement with resources already outside Leon’s estate, these policies with
substantial death benefits will be owned by trusts to benefit his children.

Unwinding the split § arrangement eliminates the reportable income and gifts of approx
$100,000/yr we have been incurring

Once unwound, the second to die policies require premium payments for a manageable
number of years. Individual policies are in less good shape, may need to liquidate or
exchange these policies.

Normally you would want to wait to terminate the SD until there is enough equity to
repay advances and eliminate premiums

It has been suggested we should liquidate the Security of Denver policy or exchange fora
new policy since even assuming a 9% return the policy only holds up until Leon is 77 yrs
old
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McDermott
Will& Emery

New York gmgomhzucg
Date:  December 5, 2011 (T Eileen Alexanderson

Ada Clapp

Tom Twrin
To: Leon Black From:  Carlyn McCaffrey

Elyse G. Kirschner

Re: Split Dollar Insurance Proposal

This memorandum explains a proposal regarding the split-dollar insurance
arrangements among you, AIF IV Management Inc., an S corporation wholly owned by you
(*“AlF"), and Norman Brownstein, the trustee of your 1999 Life Insurance Trusts (the “Trustee™)
We discussed this proposal with Eileen Alexanderson, Ada Clapp and Tom Turrin at a meeting
last week.

Background

In 1999, the Trustee purchased $50 million of insurance on your life (three
separate policies), and $100 million of insurance on the joint lives of you and Debra (five
separate policies). The Trustee entered into two split-dollar agreements with you and AlF, cne
for the policies on your life, which are held in the 1999 Life Insurance Trust #1, and one for the
policies on your and Debra’s lives, which are held in the 1999 Life Insurance Trust #2. Each
split-dollar agreement obligates AIF to pay the full amount of the Planned Periodic Premium (as
defined in the policy contract) on each policy. Each agreement also obligates you or the Trustee
to make annual payments to AIF of the annual value of the current life insurance protection
offered by the policies.

The Trustee has the right to terminate each split-dollar agreement at any time.

AIF does not have any right to terminate either split-dollar agreement.

_LIS 30967272-1 0888350011
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In exchange for AIF’s agreement to pay the Planned Periodic Premiums, the
Trustee agreed that when a policy matured by reason of the death of the insured or insureds he
would pay AIF an amount equal to the sum of all the premiums paid by it on such policy less the
amounts previously paid to it with respect to such policy (the “Net Aggregate Premiums™). The
Trustee also agreed that if he terminated a split-dollar agreement before the death of the insured
or insureds he would either pay AIF an amount equal to the Net Aggregate Premiums for the
policies subject to the terminated agreement or would transfer the policies to AIF To secure his
obligations under the split-dollar agreements, the Trustee assigned the insurance policies to AIF
as collateral.

The total Planned Periodic Premiums with respect to all of the policies held in the
trusts is approximately $1.8 million each year. For each year that the split dollar arrangement is
in effect you have been treated as having received compensation equal to the cost of the current
life insurance protection offered by each policy and as having made a gift of this amount to the
1999 Life Insurance Trusts, Tom Turrin has been properly reporting these amounts on your
annual income and gift tax returns. For 2011, the amount of compensation/gift was
approximately $97,652. However, as the premiums continue to increase over the term of the
policies, the amount of taxable income you will be deemed to have received and the size of your
taxable gifts to the insurance trusts will increase.

Since 1999, when the parties initiated the split-dollar arrangements, AIF has paid
about $20.1 million in premiums. In recent years AIF had been borrowing from the Black
Family Pariners in order to make these premium payments. In 1999, at the commencement of
the split-dollar arrangements, it was estimated that by 2010 the cash surrender value of the
policies would be about $22 million. However, because of poor market performance, as of

March 31, 2010, the cash surrender value of the policies together was about $15 million.
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Given the poor performance of the policies over the past decade and the fact that
the $150 million death benefit will not come close to fully covering your anticipated estate taxes,
it makes sense to evaluate whether it is appropriate for the insurance trusts to continue to
maintain the existing policies. Eileen is analyzing whether to continue the existing policies. In
the interim, we think it is important to restructure the split-dollar arrangements in order to
minimize the ongoing tax consequences to you. To that end, we have proposed the transaction
described below.

Proposed Transaction

Acquisition_of Rights Under Split-Dollar Agreements by The Black 2006

Family Trust. The Black 2006 Family Trust (the “2006 Trust™) will purchase AIF’s rights under
the split-dollar agreements from AIF for cash. The purchase price will be based on an appraisal
of the value of such rights to be obtained by the trustees of the 2006 Trust and by AIF. Because
the rights of AIF under the split-dollar agreements are limited to the right to receive the Net
Aggregate Premiums on your death or on the death of the survivor of you and Debra (unless the
owners of the policies elect to terminate the split-dollar agreements), the appraised value is likely
to be substantially less than the current cash value of the policies. Eileen will arrange for the
appraisals.

Once this step has been completed, you will no longer have any income or gift tax
liability on account of the annual cost of the current life insurance protection offered by each
policy.

Repayment of Loans to Black Family Partners. AIF will use the funds it

receives from the trustees of the 2006 Trust to repay any outstanding loans to Black Family

Partners. It will then liquidate. AIF’s remaining cash, if any, will be distributed to you.
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Termination of Split-Dollar Agreements. The Trustee of the 1999 Life Insurance

Trusts may then decide to terminate the split-dollar agreements in order to avoid any further
potential liability for the annual cost of the current life insurance protection offered by the
policies. Upon termination, because the Trustee lacks sufficient resources to pay the trustees of
the 2006 Trust an amount equal to the Net Aggregate Premiums, he will transfer his interests in

the policies to the trustees of the 2006 Trust.

* % % * #

If you have any questions, please call Carlyn at (212) 547-5324 or Elyse at (212)

547-5327.

CSMCC/EGK

IRS Circular 230 Notice: To ensure compliance with requirements imposed by the IRS, we
inform you that any U.S. tax advice contained in this communication is not intended or written to
be used, and cannot be used, for the purpose of (i) avoiding penalties under the Internal Revenue
Code or (ii) promoting, marketing or recommending to another party any transaction or matter
addressed herein.
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