CASE STUDY

STRUCTURING ATTORNEY FEES

TO HELP WITH COLLEGE FUNDING

College funding challenges

AbOUt u Kim" The cost of college is expensive and keeps rising each year, typically outpacing the rate of inflation.! 529 plans are effective vehicles to save

for college. Funds contributed to a 529 plan are after-tax dollars that grow tax deferred. 529 plans provide income tax-free distributions for
eligible expenses, but there is an IRS penalty when used for non-eligible expenses.
e Age: 40, attorney
Income Advantage Indexed Structured Settlement® as a college
savings option Average Annual 4-Year
Kim decides to allocate $100,000 of her attorney fees to an Income Advantage annuity. In doing College Tuition & Fees
case where her fees equaled : . Lo

so, she lowers her taxable income in the current year. These pre-tax contributions grow tax

$300,000. deferred and will be taxed as ordinary income at the time of distribution only, regardless of how the
Financial Goal: Kim plans to take funds are utilized.
receipt of the majority of the funds
as income, but would like to spread
the taxation of a portion beyond $60k $100,000 allocated to Prudential Income Advantage Indexed Structured
the current year. Additionally, she $50k Settlement, with a deferral period of 10 years and a 2-year Index term. $24,513

\
is open to creative ideas to help $41,643 % After 10 years of S&P 500° linked tax-deferred growth, assuming a 19% cap

e Family: Mother to Vanessa, age 8

* Fee Scenario: Recently won a

$58,463

$43,505

Income Advantage payment scenarios?

$32,943
$58,800

$51,918

set aside funds for future college $40k rate and using the Most Recent Index Values, the accumulation amount would
expenses.
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have grown from $100,000 to $186,489.73
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$20k An accumulation amount of $186,489.73 and a payout rate of 27.84%

Kim previously contributed to a 529 § for a 4-year period certain would result in annual pre-tax payments of
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college savings plan, but does have $10k $51,918.74 for 4 years. g:sraiey:;]:;zilz(t)gZi?jtsll}tljland

SOME Concerns overthe: - & . Nonlresident based on U.S. News and
. : Lowest ~ Most  Highest Income Advantage internal rates of return (IRR) range: 4.55% — 7.75%. ' - N

® Lack of investment protection Recent World Report 2024-2025. 2035 tuition

e Current year taxation IR~ 455%  6.58%  775% and fees are projected assuming a

3% inflation rate.

e Penalty if used for non-eligible .
expenses The Income Advantage payments can help serve as a

great complement to the distributions from Kim’s current
529 plan for Vanessa




In this scenario, Income Advantage creates a significant income stream to help provide supplemental college funding
The added flexibility of Income Advantage allows those extra funds to be used with NO restrictions for non-eligible 529 expenses such as:
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Transportation Insurance Extracurricular Certain room and Medical College application
costs activities board costs expenses and testing fees

Benefits of Income Advantage as a college savings strategy

e Growth: Opportunity to benefit from market-based growth linked to the S&P 500°. e Security: Payments are guaranteed by Prudential, a widely recognized and highly

e Protection: 100% protection from market downturns, safeguarding the original rated insurer.

premium and accumulated gains from all prior index terms. e Flexibility: No contribution limits and the ability to use the funds with NO RESTRICTIONS.

Watch this short video to see how Income Advantage

may be appropriate for your circumstances.

! Trends in College Pricing 2021 - Collegeboard.com

2 For illustration purposes only, we're assuming this cap rate will remain unchanged for all subsequent index terms. Hypothetical values are based on a $100,000 allocation to a Prudential Income Advantage Indexed structured
settlement with payments beginning in year 10. Hypothetical example of interest credited and accumulation amounts based on the Lowest Index Growth (1999 — 2008), Most Recent Index Values (2014 — 2023), and Highest Index Growth
(1989 —1998) of the S&P 500® index values using assumed cap rates and 0% floor. Your actual results may be higher or lower. Allocation amount does not include assignment fees. For illustration purposes only; the assumed cap

rate will remain unchanged for all subsequent index terms. Cap rates may be higher or lower in subsequent terms, but will never be less than the minimum cap rate outlined in the annuity certificate. Subsequent cap rates are impacted by
changes in various economical factors. Internal Rate of Return (IRR) is the annual rate of growth that the premium would have had to earn to generate the annualized payment amount. Please speak with your structured settlement consultant

for more information.

Structured settlement products are insurance contracts issued by The Prudential Insurance Company of America (PICA), Newark, NJ. PICA is a Prudential Financial business. PICA is solely responsible for its financial condition and
contractual obligations. None of PICA, its affiliates, or any of its licensed financial professionals are authorized to provide tax or legal advice. You should consult with your own tax and/or legal counsel for advice regarding your situation.

This material is intended for informational purposes only. Before entering into a transaction of the type described herein, you should consider the suitability of the transaction to your particular circumstances and independently review
(with your professional advisors as necessary) the specific financial risks as well as the legal, regulatory, investment, credit, tax, and accounting consequences.

We do not provide tax, accounting, or legal advice. Clients should consult their own independent advisors as to any tax, accounting, or legal statements made herein.

The “S&P 500® Index” are products of S&P Dow Jones Indices LLC, a division of S&P Global, or its affiliates (“SPDJI”), and have been licensed for use by The Prudential Insurance Company of America. Standard & Poor's® and S&P®
are registered trademarks of Standard & Poor’s Financial Services LLC, a division of S&P Global (“S&P”). The Prudential Insurance Company of America’s products are not sponsored, endorsed, sold or promoted by SPDJI, S&P, or their
respective affiliates, and none of such parties make any representation regarding the advisability of investing in such products nor do they have any liability for any errors, omissions, or interruptions of the S&P 500® Index.

© 2025 Prudential Financial, Inc. and its related entities. Prudential, the Prudential logo, and the Rock symbol are service marks of Prudential Financial, Inc. and its related entities,
registered in many jurisdictions worldwide.
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https://www.prudential.com/personal/annuities/structured-settlements.html
http://Collegeboard.com
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