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Basics of buy-sell agreements
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Business succession

What is a buy-sell agreement?

“Buy-sell agreements are agreements (contracts) by and among the shareholders (or
equity partners of whatever legal entity) of a business and perhaps the business
itself. They establish the mechanism for the purchase of equity interests following
the death (or other adverse or significant change) of one of the owners.”

-- Z. Christopher Mercer from his book, Buy-Sell Agreements.
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Buy-sell agreement needs

» Effective choice of agreement e Considerations
— Cross purchase — Tax structure and accounting method of
company

— Entity purchase

. — Number of owners
— Wait and see

. — Status of potential successor - known or
— Third party structures
unknown

= One way buy-sel — Estate planning objectives

Principal’
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Primary focus of the buy-sell review

e

STRUCTURE OF
THE AGREEMENT

v

BUY-SELL
TRIGGERS
(MANDATORY
AND OPTIONAL)

v

HOW THE
PARTIES
DETERMINE
THE SALE
PRICE

@_

THE TERMS OF
THE PURCHASE
TRANSACTION
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HOW THE
FUNDING IS
STRUCTURED
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Real world observations™

ooyouw || |otwerpousions |

Mandatory at death
Optional at death
Mandatory at disability
Optional at disability
Entity purchase

Wait and see

Cross purchase

Other designs

69%
25%
33%
31%
41%
31%
21%
6%

- Agreement not reviewed 21%
in >10 years

Pricing relies on 20%
certificate of value

No spousal consent 76%
language

Buyout provided at 30%
retirement

* Based on over 2,500 buy-sell agreements reviewed since 2014.
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Cross purchase buy-sell

< Agreement >

R < FPurchase

Business interest

Owner A Owner B
(departing) (surviving)
s
Insurance Insurance Benefit
e Prafiiarni—s @ policy(ies) policy(ies) % ¢ - Premium J
on owner B on owner A
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Entity purchase buy-sell

< Agreement >
R Purchase
Business interest — &
" ]
Cash | — Premium - Premium —,

Owner A Owner B
(surviving) value or Business (surviving)
benefit

Insurance Insurance
Q% policy A policy B @
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Wait and see buy-sell

& Agreement

Cash

Oowners | . Premium Premium —
A and B Va[ue o BUSiness
benefit | _ :
@ Insurance Insurance @
policy A policy B

JRIRPRES Optional purchase (all or a portion) -+ Owner B

(surviving)
FOLEES Business interest (if purchased) - >

-
. < ............. Optional purchase {a“ ora portion} .....................

Business interest (all or remainder) ———

Owner A Business
(departing)
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Business succession

Business continuation LLC

Deceased
business ¢

owner A

LLC partner

Repurchase
partnership
interest

b

Business

owner B

< Remaining —

LLC partner proceeds
Business
Business Remaining
owner C ¢ proceeds -

LLC partner
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~—Premium —— % Insurance
~Death policy A
benefit
)
Premium — % Insurance
, _ policy B
Atretirement | |
Business & cash values may
Continuation | < supplement
LLC income | |
Insurance
Premium — % policy C
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Estate and gift tax system

* Transfer tax system is “unified” —it takes gifts made during the donor’s lifetime and
assets owned at death.

* The rate for estate and gifts taxes is 40%.

* Gift and estate tax exemption is $13.90 million per individual in 2025. Annual gift tax
exclusion is $19,000
e Certain gifts aren’t taxed:
- Unlimited deductions for transfers to U.S. citizen spouse or charity
- Exclusion for gifts for educational/medical expense made directly to provider

- Annual (per done) and lifetime (per person) exemptions

The lifetime gift and estate tax exemption is set to be cut in half by Jan. 1, 2026

Principal’
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Impact of Connelly v. U.S.
U.S. Supreme Court, June 6, 2024
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Connelly v. U.S.: U.S. Supreme Court

* Brothers Michael and Thomas owned building
supply company (C corp) and had a wait and see Corporation
buy-sell agreement.

e Agreement called for annual determination of
value. Backup method was appraisal. Neither was

done. — —
* Agreement was silent on whether life insurance @ @

was to be excluded from business value, and how Owner Owner
life insurance proceeds were to be used. Michael Thomas
77% 23%

. . o
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Connelly v. U.S.: U.S. Supreme Court

*  Michael died in 2013; his executor was his brother Thomas.
Company received death benefit of $3.5M. S500K was key
person; S3M was used for buyout.

* Thomas filed estate tax return claiming Michael’s shares valued
at S3M. IRS audited and issued notice of deficiency. Thomas paid
the tax and appealed to District Court (E.D. Mo.)

* Formal valuation was obtained as part of audit litigation, (not at
the outset as agreement required).

e All parties (IRS and Thomas) agreed that company value before
Michael’s death was $3.36M.

For financial professional use only. Not for use with the public.

Corporation

-
@ ®

Owner
Owner

Thomas

ich 23%
7 100%

After
redemption
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Connelly v. U.S.: U.S. Supreme Court

Connelly position:

* Value agreed on was a fair value based on
the company value just prior to Michael’s
death

e 53,360,000 appraisal (during litigation)
* +5500,000 key person (Co. retained)
« $3,860,000

e 53,860,000 x 77% = $2,972,200 (Agreed
on $S3M)

* S3M death benefit offset by S3M buyout
obligation (Blount, 11t Cir. 2005)

For financial professional use only. Not for use with the public. 3828663-092024

IRS position:
Value should have included all death
proceeds payable to the company upon
Michael’s death. Agreement could not lock
in price.
$3,360,000 appraisal
+ 53,500,000 all life proceeds

$6,860,000

$6.86M x 77% = 55,282,200

Redemption obligation did not offset
death proceeds in the value of the
company.

O Principal’



Connelly v. U.S.: U.S. Supreme Court

Supreme Court held for the IRS:

Owners didn’t follow procedures required by their
buy-sell agreement for pricing.

Therefore, IRS was free to determine FMV.

Court agreed with IRS position and lower courts that
the death benefit increased the FMV of the
company.

Redemption requirement was not a true liability to
the company, but simply required cutting the
company into two parts.

Result: nearly S1M additional estate tax

For financial professional use only. Not for use with the public.
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Dwner

@};\( 100%

After
redemption

O Principal’



Connelly vs. U.S. (U.S. Supr. Ct., June 2024)

* When a buy-sell agreement fails to “lock-in” an estate tax value, the life insurance death
proceeds paid into the business increase the value of the business — without any reduction due
to the business’ obligation to redeem the deceased insured’s interest — and thus increase the
value of the deceased owner’s proportionate business interest.

* Most relevant in entity purchase buy-sell and wait-and-see buy-sell agreements (see a few slides
ahead).

* |t may still be possible to draft a buy-sell agreement that locks-in a value for estate tax purposes,
in a way that also excludes the value of life insurance death proceeds paid into the business (but
not all attorneys agree that this can be done).

* Clients must seek advice from their own counsel.

For financial professional use only. Not for use with the public.
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Implications: Who is most impacted by Connelly

decision?

1. Business owners with:

— Company-owned life insurance for buy-sell planning

— Potential exposure to Federal or state estate or inheritance taxes
2. Other potential impacts:

— Price of buying out a deceased owner

— Ambiguity when price under agreement differs from fair market value price as
determined under Connelly

3. Blount case (previous authority for death benefit being offset by purchase
obligation) effectively overruled

Principal’
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Implications: What to do now?

1. If likely to face estate tax, consider having your client ask the attorney to design
agreement to “lock-in” value of company for estate tax purposes and follow what
the Agreement says to do.

2. Consider choosing one of several cross purchase designs.

3. Consider choosing a third-party approach (to carry out a cross purchase):

- Escrowed buy-sell; or
- Business Continuation LLC taxed as a partnership
4. Do nothing?

Principal’
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Questions — 15t hour
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Business valuation practices and
provisions
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Know the value of your business.

e Determinng the value of your busiress is the starting poirt and anirtegral part of the plarning process. There
u S I n e S S are many difforent methods to valee a business. but there's ra one method that's always appropriate. &t tho ard
of the day, the “Fair market value® of a business & the ampunt agreed woon by aceslling Bayer and a willirg ssller

Mather party s under ary comipulzon to buy ar sell, and bath rmust have reasonable knowledge of all the relesant

L]
Va | u a t I O n facts. This is a chrrrmen definition used far valuing a business, bat we'll try ko add a little more clarfy 1o 1 Below

Valuation approaches and methods = i

for
I ro I ( : h e S Busness valuabion methods are generally categoreed undar a busi paor IRS R
three approache s atsel approath, iIncome apgprosth, and market Ruling S8-00
ragle reothad 5 most apar o far v %

t's porrenion to referende a bu & waluation
threo appraaches

approsth Snce n

* Matuhe and history

af business

Oiutheak al tha ecanarmy
and the specifc industry
Financial conditan of the
Business and its book value

eary B ines

et b Lnder any one ar ¢

Asset approach

alby wsse with newsEs thal have

Earminpe cogacity of

the campary

Mature and value af ary
intanghle awsets al tha
Busiress, such as goodwitl
Raolative teo and klack of
e BLmnEss Intanes! to be
walie and any prior sakes
Market price of sctively
iraded stock of

pEeT ek A SO Ebara (nothes ame o
1y favarable earrings. Specidic similar Busirees

appropnate for b

fismel assls

Avcljusted book value. Thi generaly reprouents Lhe "L

value—arsety, with

Income approach

Thi type af roah L g

value baved

with corming

thie fallow ing |

gs method. Applc

e lar coan

ire] by e Businesses anddor ihose wth fess arno

tangiole assots

Excess of sarnings mathod. Generally for rranufac turirg - Bssed firms with sigraficant assets

Discounted cash flow method, Uses proected values Frogected future samings are forecast, then descounted
U an appropriate rabs representatise of the “rest best imeestment opportunity® with s comparable bevel af rsk
Used manly far mergers and soqustions

Multiple of discretionary eamings method. Applicable for more servee-anented ferms, such as legal, accouriing,
healthcare sypsterms, dental, engreenng. eic. Goodwll of the owneris) has asgaificant impact an value

Market approach
Thas is based on the proes of simslar o comparable busmesses that have recently sold. Ths data s rmore challenging

1o fird for the sale of sl busnesses and professonal practces, rather than for large busnesses. A vabustion using
thiz methaod is ot provided in this report.

Princpal Firancal Gooug® E
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Business valuation
proposal

5 common
valuation
methods

L5 oy e |
44,750,000 | 54.580,000
L4z00000 34473000
54250000
54000000
§3.750.000 |
53500000 43331 000
&3 250000 53,160,000
53000000
2750000 |
52500000
S22
F2O0R000
$1.750000 |
51.300.000 31,330,000
51350000
1 000,000

STIR000

$300.000

EJ'}:W’JI

kal v
Al puitand Capitalaation E i o Diteciimnted Mull
Dok value af eamings eAnirgs '.;IJFIe cazh v ¥

Adjusted bock value method

At with adusments, e - gererally repr the "ligy 1,350,000

L

Amount of copital that would heve to be invested at a spectiied rate to teld the $3331.000
current average ret annual esrmings of the business

Excess of earnings method 4,473 000
A combination of the adpested book value and coprtalization of earmings methods
Dizcountad future cach flow method

Prajected future busness samings forecact, then discounted wsing an appropriate et RO
rate.

rultiple of discretionary camings method

Earmings provkded by goodwal, trmes a multipie; adpusted bock velue 1 added 1o s

ks i

0 Principal”
Inforrmal Business Valuation and Business Planning Repart
Connecting business
value to your success

Presented to
Valued Company

Based on finandals from 2018 - 2020

Presented by
Princpal Anancial Group

Sample Informal Business Valuation

Proposal (BB11286)

For financial professional use only. Not for distribution to the public.



Calculations

Business
valuation
approaches

Multiple of discretionary earmings method

= oprrading irecers ) Average aperaling inceme §ennon

Plug excesh ownet enrrpenaniion + & 50,000

| 1 ul gl I L acljus el ook vabue ol iphied Sra000
1 lay Fate el f el on Garls

Total S op 000

Dyt by coputaliaation rak Pl tipdiee by earmings muliplies = 4

Tetal goodvdl 43,540,000

e bk v 1 M A el bioak value + 41,200,608

Hultipte of @seretarary eamirgs £4.740,00

Biscounted future eash-low methad

AyErACE oy FrANnE oo

AT ) o §sa e

Py expeEis oenet CoErpEraation v ML EacEssy owiner § 50,000
el i 16 M

sauyber of ye 5

CrEoLn rate 1 5

Disceunted future cash flow

Escess owrwr cam peraation is defined a3 salary over and abowe what the awner would pay & key employes to perform simiar
services that the awner i naw performing, v thout inourring she additiane] risk of business cwnership
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“Locking in” value of business for
estate tax purposes.
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Use of buy-sell
agreement to
“lock in” the
business value
for estate tax

purposes

IRCSec. 2703 (b); Treas. Reg. § § 20.2031-2(f)(2), 20.2031-2(h); Rev. Rul. 59-60,1959-1
CB 237

For financial professional use only. Not for use with the public.

Many business owners want to use a low value when

transferring the business to family members or when facing

a potential estate tax.

Hypothetical example:

G . (8)

Business: Owner: “Let’s

Valued at use S10Min

S26M buy-sell
agreement.”

®

IRS at owner’s
death: “No, |
don’t think so.”

o Principal’



Buy-sell agreements can establish estate tax value if

certain criteria are met.

For any situation:
1. The price must be fixed or determinable pursuant to a formula under the agreement.
2. The estate must be obligated to sell at death at the agreement price.

3. The agreement must prohibit the owner from disposing of their interest during life without first
offering it to the other party/parties at no more than the agreement price.

4. The agreement must be a bona fide business arrangement and not a device to pass the interest
to the natural objects of the deceased owner’s bounty without full and adequate consideration

in money or money’s worth.

See Rev. Rul. 59-60; Reg. § 20.2031-2(h)
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Buy-sell agreements can establish estate tax value if

certain criteria are met.

For family situations (additional criteria):

5. It's a bona fide business agreement.

6. It’s not a device to transfer such property to members of the decedent’s family for less
than full and adequate consideration in money or money’s worth.

7. Its terms are comparable to similar arrangements entered into by persons in an arm’s length
transaction.

Yes, there’s redundancy and overlap!

See IRC § 2703(b)

Principal’
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Optimal business valuation provisions

Optimal pricing (price that is up to date and accurate at the time an event occurs):

* “Fixed” or determinable based on a formula

* Appraisal of the company’s fair market value as of a date prior to death, with specific
instructions excluding life insurance death proceeds

* Formula based value example:

— 5 times Earnings Before Interest, Taxes, Depreciation, and Amortization (EBITDA)

Most important for estate tax purposes: Owners need to follow  protocol
established in the agreement.

Principal’
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Considerations with business valuation provisions

Common methods Issues

Book value Inconsistent with IRS guidance for
estate tax purposes

Annual certificate of value Few do this

Mutual agreement at time of event Inconsistent with IRS guidance for
estate tax purposes

Life insurance proceeds Inconsistent with IRS guidance, could
pay too much/little

For financial professional use only. Not for use with the public.



Real world observations™

ooyouw || |otwerpousions |

Mandatory at death
Optional at death
Mandatory at disability
Optional at disability
Entity purchase

Wait and see

Cross purchase

Other designs

69%
25%
33%
31%
41%
31%
21%
6%

- Agreement not reviewed 21%
in >10 years

Pricing relies on 20%
certificate of value

No spousal consent 76%
language

Buyout provided at 30%
retirement

* Based on over 2,700 buy-sell agreements reviewed since 2014.

For financial professional use only. Not for use with the public.



Cross purchase planning
opportunities

Principal’
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Traditional cross purchase buy-sell

< Agreement >
R £ FPurchase
Business interest

Owner A Owner B
(departing) (surviving)
s

Insurance Insurance Benefit
" Premium —> @ policy(ies) policy(ies) @ ¢ PRSI )
on owner B on owner A

For financial professional use only. Not for distribution to the public.
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Business succession

Cross purchase with joint ownership

Business Insurance Insurance Insurance
polll:y A policy B policy C

3 owners / |

@ Owners fggq Owners Kgg | Owners
A, B,and C

OwnedbyB & C Owned by A& C Owned by A& B

Principal’
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Business succession

Cross purchase with trust or escrow arrangement

/\

Business

3 owners:
A B, &C

Insurance @ Insurance @ Insurance
policy A policy B policy C

Trustee or escrow agent: Owns each policy on behalf of non-insureds

. .
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Business succession

Cross-endorsed cross purchase buy-sell

\[ | Buy-sell agreement } l
Purchase

g Business interest
[ L L

| Split dollar agreement |

Owner A Owner B
(departing) Death benefit from both (surviving)
policies are cross-endorsed

to the other owner J
Premium ——> @ @ & Premium
A owns insurance B owns insurance
policy(ies) on self policy(ies) on self

For financial professional use only. Not for distribution to the public.

Principal’




Hybrid buy-sell

@ i JE o : @ Maijority shareholders
Business interest buy OUt One another

Owner A Owner B

(departing) (su rii\ril'lg) (CrOSS pU rChase)

Insurance Insurance Benefit
" Premium —> % policy(ies) policy(ies) @ P  Prernium
on owner B on owner A
2 Agreement 4
¢————— Purchase — @
I P Business i -
Business owns policies on < )— e

Owner A Cash | — Premium Premium —, Owner B

m|n0r|ty owners and buyS (surviving) value or Business (surviving)

benefit | |

them out (entity purchase) :
Insurance nsurance
policy A I policy B

For financial professional use only. Not for use with the public.
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Business succession

Business continuation LLC

Deceased
business ¢

owner A

LLC partner

Repurchase
partnership
interest

b

Business

owner B

< Remaining —

LLC partner proceeds
Business
Business Remaining
owner C ¢ proceeds -

LLC partner

For financial professional use only. Not for distribution to the public.

~—Premium —— % Insurance
~Death policy A
benefit
)
Premium — % Insurance
, _ policy B
Atretirement | |
Business & cash values may
Continuation | < supplement
LLC income | |
Insurance
Premium — % policy C
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Questions — 2" hour
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Transfer for value issues

Principal’
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Transfer for value exceptions

Exception Buy-sell example

Transfer to the insured Unwinding of a cross purchase by transferring the policy from a co-owner to
the insured

Transfer to a partner of the Transfer of existing policy to a partner of insured to fund a cross purchase
insured

Transfer to a partnership in Transfer of existing policy to a partnership in which insured is a partner to
which the insured is a fund an entity purchase

partner
LCHUE RN IEHLR I Transfer of existing policy to a corporation in which insured is an owner or

which the insured is an officer to fund an entity purchase
officer or shareholder

LS CAURTLITHRIELGEECEM Transfer of a business that has a policy in it as part of a tax-free
has a carryover basis reorganization or merger (also, transfer between spouses pursuant to
divorce)

Note: any exception is available only if the acquirer has a substantial family, business, or financial relationship with insured.

O Principal’
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Case Studies

Principal’
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Traditional cross pur

Q f

ner A Owner B

ase buy-sell Cross purchase with joint ownership

Business

Agreement
Purchase
Business interest

Insurance
policy C

@) LN \ ©)) i

(departing)

Insurance
policy(ies)

Premium
on owner B

Insurance
policy(ies)
on owner A

(surviving)

Benefit
Premium

3 owners

I~
5}5\ Owners @%@w Ouners

A,B,andC

OwnedbyB&C ~ OwnedbyA&C  OwnedbyA&B

Principal®

sl use iy Not for distrusio e

Business succession

Cross-endorsed cross purchase buy-sell
Majority shareholders
buy out one another
(cross purchase)

Ouners
Gurviving)

Ouner i
(departing)

<®

(surviving)

Buy-sell agreement

. Purchase
ss interest

% v
(R
St dolaragresment

(departing)

peloie) @ )

@==

Business owns policies on
minority owners and buys
them out (entity purchase)

Premium

B owns insurance
policy(ies) on self

Aowns insurance
policy(ies) on self

77—\ /
() e Insurance

policyA policy
-

Principal’
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Cross purchase with rust or escrow arrangement

3 owners:
AB&C
l

Business J

Insuran:e @ Insurance (@ Insurance
,,\, icy A policy B policy C
A

o fo distrtwsionto thepublc Principal®

Business continuation LLC

Deceased
business ¢ Premium nsurance
owner A Repurchase Death policy A
LLC partner partnership benefit

interest

Business
i owner B R < Remaining —
LLC partner proceeds

nsurance
policy B

Premium

Atretirement

Business Business | ¢ cashvalues may
Continuation supplement
" LLC income
Business Remaining ;
gwnens < proceeds Premium @ Sl
LLC partner 2 policy C
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Do nothing? Assess costs and plan for
additional ongoing costs.

Principal’
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Why business owners might wish to leave

existing business-owned coverage in place

Practical issues: Considerations:

* Owners never expect to face estate or * Monitor legislative changes and be
inheritance taxes (even if sunset* aware of growth in business value.
occurs).

* Consider other potential solutions to
e Concern about a transfer for value transfer for value from business (e.g.,

_ transfer to the insured).
* One or more insured owners no longer

qualify for more insurance. * Consider alternate funding options

* The Federal estate tax lifetime exemption ($13,990,000 in 2024) is scheduled to be cut by half on January 1, 2026.

Principal’
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Impact of Connelly
on existing entity
purchase
arrangements left in
place

For financial professional use only. Not for distribution to
the public

Buy-out price for buying deceased
owner’s shares higher.

Personal estate planning needs
include higher value of business
in taxable estate.
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What about using alternate valuation date?

Alternate valuation date under IRC Sec. 2032:

* Available only if estate subject to federal estate tax (therefore, not available at death of
first spouse if unlimited marital deduction used)

* Allows executor to elect to value assets 6 months after date of death if requirements
met;

* Must have effect of reducing estate tax
 Must be applied to ALL assets in the estate (cannot pick and choose)

. . .
. . : . Principal
For financial professional use only. Not for use with the public.




Can an S corporation avoid Connelly
by making a Sec. 1377 election?

Principal’

For financial professional use only. Not for use with the public.



Operation of Sec. 1377 election
Business € Agreement > Owners

Date close to owner's death

1st calendar or fiscal “short year” 2nd calendar or fiscal “short year”

! 12 months

Purchase Deceased
1st short Upon death with promissory note, which —— owner’s
year closes the books with respect to survivors

deceased owner

Business
Pay off the

promissory
note

Death benefit
Proceeds are applied to promissory note > Business
2nd short PP i y ]
year

Insurance policy

" (deceased owner) e
M Remaining

owners

£ Pro-rata increase
in cost basis
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Buy-out impact on basis of surviving business owners

Entity type Buy-sell type

Any Cross purchase

Partnership or cash Entity purchase

basis S corp

Accrual basis S corp Entity purchase

For financial professional use only. Not for use with the public.

Basis of surviving purchaser(s)

Increased by value paid, regardless of
whether life insurance used

Increased cost basis available to extent
purchased with life insurance flowing into
the business, assuming special allocation
(partnership) or 1377 election (S corp)

Partial increase in cost basis available to
extent purchased with life insurance flowing
into the business

No increase in cost basis



Connelly v. U.S.: U.S. Supreme Court

What if?
* The brothers had followed the exact terms of their buy-sell agreement?

e Life insurance had been cross-owned, and Thomas had exercised his option to
do a cross purchase rather than having the company buy the shares?

 The agreement had included language requiring the value upon death to be
determined just before the death of an owner?

* The agreement had met requirements to “lock in” the value, and explicitly
excluded life insurance from the value of the company?

 Thomas had been an unrelated third party, not Michael’s brother?

. . ®
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Next steps

Request a complimentary buy-
sell review and informal
business valuation.

Implement or update your
buy-sell agreement

For financial professional use only. Not for use with the public.
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Business Valuation/Buy-Sell Review/Business Continuation

What’s needed to get a proposal?

Informal Business
Valuation

* Completed RFP

* Three most recent
years’ business tax
returns

* Expect 5 business days
for turnaround

For financial professional use only. Not for distribution to the public.

Buy-Sell Review

Completed RFP

Current buy-sell
agreement and any
amendments

Information on any
insurance in place to
fund the agreement

Expect 15 business
days for turnaround

Business
Continuation

Completed RFP

Information on any
insurance in place
to fund the
agreement

Expect 3 business
days for
turnaround




Let’s connect.

Contact the Business and Advanced Solutions hotline at 833-
803-8345.

Visit us at advisors.principal.com.

Principal’
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Insurance products issued by Principal National Life Insurance Company (except in NY), Principal Life Insurance Company®, and the companies available
through the Preferred Product Network, Inc. Securities offered through Principal Securities, Inc., member SIPC, and/or independent
broker/dealers. Referenced companies are members of the Principal Financial Group®, Des Moines, |A 50392.

The subject matter in this communication is educational only and provided with the understanding that Principal® is not rendering legal, accounting,
investment, or tax advice. Clients should consult with appropriate counsel, financial professionals, and other advisors on all matters pertaining to legal, tax,
investment, or accounting obligations and requirements.

No part of this presentation may be reproduced or used in any form or by any means, electronic or mechanical, including photocopying or recording, or by
any information storage and retrieval system, without prior written permission from the Principal Financial Group®.

Not FDIC or NCUA insured. May lose value . Not a deposit. No bank or credit union guarantee. Not insured by any Federal government agency.

Principal®, Principal Financial Group® and the Principal logo design are registered trademarks of Principal Financial Services, Inc., a Principal Financial Group
company, in the United States and are trademarks and service marks of Principal Financial Services, Inc., in various countries around the world.
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