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In an era of globalization and transparency, Latin 

America’s most prominent and wealthy citizens are 

faced with unprecedented local tax enforcement 

and offshore regulatory pressures. As a result, they 

are turning to their trusted advisors for leading edge 

strategies capable of facilitating tax optimization in a 

compliant and a cost efficient manner.  After years 

of jurisdiction hopping due to published black lists 

and white lists, fee intensive tiered trust structures and 

most recently the utilization of “irrevocability” as the 

panacea, perhaps it’s the right time to introduce 

Private Placement Life Insurance to your most valued 

clients. Properly structured Private Placement Life 

Insurance is a globally recognized, compliant, 

competitively priced alternative structure with 

decades of precedence in highly taxed and 

regulated jurisdictions which can provide clients with 

an efficient way to grow and transfer their wealth. 

What is Private Placement Life Insurance? 

Private Placement Life Insurance (PPLI) also referred 

to as “wrappers” is a variable universal life insurance 

contract designed for high net worth investors. Like 

traditional universal life insurance it is designed with a 

premium component, an accumulation account 

and a death benefit. Unlike traditional universal life 

insurance the accumulation account is not 

managed by the insurance carrier, instead by the 

asset manager designated by the policy owner. The 

value of the policy is calculated by combining (1) the 

value of the underlying assets owned by the life 

insurance policy plus (2) the “pure insurance” 

element applied for when structuring the policy.    The 

underlying assets within the policy may include but 

are not limited to bank accounts, shares of controlled 

foreign corporations, private equity, real estate and 

valuable possessions.   

 Why PPLI as an Alternative Structure? 

Since its emergence in the mid 1990’s, properly 

structured Private Placement Life Insurance provides 

the high net worth investor with an array of benefits 

that are exclusive to the treatment of life insurance 

and cannot be achieved by traditional structures on 

a standalone basis. The benefits for Latin American 

residents and citizens include: 

 Legal and Compliant acquisition / 

implementation

 Tax Efficient Access to Cash Value during the

insured’s lifetime

 Income Tax Deferral on appreciation of

underlying assets/investments

 Income Tax Free Distribution of assets upon

death of insured

 Unlimited right to change beneficiary

designation

 Flexibility to Unwind Structure  at any time

without surrender charges

 Institutional Pricing and cost transparency

 Worldwide Asset Protection from creditors

 Multiple generational benefits

 U.S. compliant structuring when U.S. 

beneficiaries are involved

Given these unparalleled benefits, the utilization of 

Private Placement Life Insurance as an alternative 

structure is becoming increasingly favored amongst 

the affluent of Latin America and their advisors. 

Specifically in Peru and Chile have passed legislation 

pertaining to Controlled Foreign Corporation rules 

and taxation on passive income.  Tax authorities are 

now looking through CFCs, trust structures and will not 

recognize the trustee as the legal owner of trust 
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owned assets. Substituting or strengthening existing 

structures with private placement life insurance can 

overcome specific issues such as ultimate beneficial 

ownership, control, and substance.  In an 

environment where compliance, anti - tax evasion 

and money laundering regulation is at the forefront 

of all financial transactions, structures with strong 

contractual substance will be expected and 

demanded by high net worth investors and PPLI 

contracts can provide this on a compliant basis.  We 

understand that asset protection and confidentiality 

are a major planning consideration for our clients 

and are a major feature of the PPLI structure.  

 
 

 

How to properly implement a PPLI structure? 

 

The implementation of a PPLI structure is best defined 

as simple complexity.  While the structure is built on a 

simple and straightforward life insurance foundation, 

this advanced planning solution requires unique 

expertise and is powerfully intricate.  The intricacies 

should be managed by a seasoned international 

insurance specialist whom will drive the process 

based on the direction of the client’s most trusted 

advisors, usually lead by legal counsel.  Optimally, the 

specialist should have access to all or a variety of 

insurance companies participating in the private 

placement marketplace thus facilitating an 

unbiased recommendation, objectivity, pricing 

negotiation, design flexibility and proper 

jurisdiction/ownership selection.  All of these 

elements will ensure meeting the present and future 

objectives of the insured. Lastly, a properly structured 

Private Placement life insurance policy should require 

the prospective insured to undergo full medical and 

financial underwriting. The potential un-insurability of 

a prospect should not hinder the consideration of the 

solution. 

 

In Summary… 

 

As regional industry leaders, we have witnessed a 

movement for global transparency that has recently 

intensified and is being enforced out of the U.S.A. 

with FATCA and regionally in Latin America affecting 

foreign interest for many of our clients. These affluent 

individuals are seeking personal guidance that will 

lead to the implementation of tax efficient structures 

that allow them to comply with international and 

local laws while preserving the integrity of the family 

legacy, protecting the wealth accumulated and 

transferring the estate to future generations in an 

orderly manner. With the ability to accomplish these 

objectives and provide the client with asset 

protection, flexibility and control, Private Placement 

Life Insurance can be an invaluable resource and 

should be an integral part of all wealth protection 

and transfer planning strategies. 
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