
COLLATERAL ASSIGNMENT

SPLIT-DOLLAR LIFE INSURANCE AGREEMENT

TIIS AGREEMENT, Iatered into as of this _ day of . 1997 by and

between AMERICAN UNIVERSiY CAU"), with an addss at 4400 Masachuses Avenue,

N.W., Washington, D.C., and BENJAMIN LADNER (the *Employee*).

WITNESSETM

WHEREAS, the Employee is employed as President by AU; and

WHERAS, a munaly satisfctmy employment relaionship is in the best

interests of AU, its prpose and operaion, and the Employee has a~rmed a present intentioun to

continus aPresident of AU; and

WHEREAS, the Employee has acquired a life insance policy isud by Chubb

LifeAmerica (the "InSurer") which is a single life varlable life insurance policy on the life of the

Employee (the "Poy), and which is descaibed in Scheduic A aaached hereto and madc apart

hereog and

WHEREAS, AU want to assist the Employec in providing valuable _insrnce

protecdon fbr Employee and his fanily, and is willing to advance the premiums due on the

Policy as a supplement to all other fringe benefits for the Employee, on the tms and conditions

set forth hercin; ad

WHEREAS, in connection brewith Employee will execute a collateral

assign n (the "Assignment') which shaL in par secue the rwovey of amounts described
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herein in which AU shall become vested as a result of the amounts which it will pay toward the

premiums on the Polcy

NOW THEREFORE, in consideration of the premiums and of th covenants and

agrecments herein set forth, for value received and intending to be legally bound, tre parties

agree as follows

ARITICLE I

TEHPOLICY

1.01 The Policy will be ismud to the Employee, who shall possess all ineidets

of ownership in and to the Policy. The Employee may exercise all owncrsh rights granted to

the owner thereof by e tems ofthe Policy, except aa otherwise povided in the Assignment and

this Agreement

1.02 The Employee shall make a collateral assignment to AU of certain rights,

titie and interest ho holds in the Policy to score theo rqxyment to AU of premiums paid by it and

as security for AIs interest in the Polioy, through moeutim of the Assignment substantially in

the form attached heret as Schedule B, and delivery of such Assignment to the Insurer.

1.03 The Employce agrees a he shal tkany fie actions which maybe

necessary to cause the Policy to confrm to the provisions of this Agment and to the

Assignment The Employee aWd AU agree that the Policy shall be sbect to the terms and

conditions of this Agreement and tire Assigamen and dh the Assignment shall be filod with te

Insurer.

1.04 Whilc tiis Agrement and the Ass em are in fo and effect, pnor to

the eaifier of Employee's attainment of age 65 or tmnination of Employee's employment, neither
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the Employee nor AU shall borrow against, sell, surender, canWel or otherwise terminate the

Policy without the other party's prior written consent. While: iis Agreement is in effect, and

after Employee's aftalni of age 65 or his termbnaion of employrment, Employee (or his

assignee) may make cash withdrawals fom, or borrow againsbL the Policy provided the cash

value of the Policy at all times is at least equal to AUs interest in the Policy as described and

determincdunder Article IL

1.05 AU agrees with the Employee fImt AU will relase its rights under the

Assigrnent upo payment by the Employee to AU of an amount equal to its interest as collateral

assignce, determied under Article IE, in the event of the death of the Employee, or under Article

V, in the event the Agreement othewis terminated. AU shall havO the authority, at any time,

to release its interest as collateral assignee upon written notice to Employee. AU further agrees

with the Employee that AU will release its interest as collateral assigne upon Employee's

reurpement, an involuntary termination of employmnet a voluntary termination due to

constrtcve discharge, ortenuinatWon of employment due to disability.

1.06 Notwithsanding anythng to tbi contrary in this Agreermet, the Employee

may, at any time, assign to any individual, trust or other organization all or certain rights, tite

and interest in the Policy ad all or ctn rights, options. privileges and duties created Udr

this Agreement, sulject to the Assignmat The Employee may exercise this right by executing a

written transfer of owrship which rcog e the covenants and agrements ofthis Agreement

and the AssignmcmL Thereafter, the Employee shall have no right, tile or interest in and to the

Policy to the extent assignd and all sch rights shall be vested in and axercisable solely by such
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assignee, who shall be bound by the obligations and duties of this Agreement and the

Aniguwrt.

ARTICLE I

PREMIUMS AND SELECTION OF INSURER

2.01 AU shall pay the Insurer all premiums listed on Schedule A. T1h annual

paymeat shall be made on or bef the Policy ainuivaay date. Schedule A, a ed heret

and mad apart of this Agreement, indicate the anticipated pxemium& AU3 obligations to pay

fimn annual premiums shall ceas as provided in Sections 2.02 and 5.01.

2.02 As provided in Schedule A, at the outset ofthis Agreemna, AU shall pay

an initial annual preMium ofSl 84,000 on the Policy. AU will t= continue to pay further

annual premiums of $103,000 until Employee attains age 65 provided, iat AU may, in its sole

disction, cease payment of fire premiums following Employees termination of employment

for any reason. Employee shal be responsible for any taxes due based on the vale of the

economic benefit attributable to the liff insmanc proteton provided under this Agreement

It is the inet of the paries that the face amuouat ofthe Policy permit an amount

of death benefit to be paid to AU as provided in Article M of thin Agtem L These provisions

are inte;ded to permit AU to recover an amount not less than the cost of the premiums it will pay

ud this arrangemen If the Policy becomes a claim by reason of the death of Employee, AU

shall have an interest m the proceeds of the Policy equal to dte amount specified In Section 3.01.

2.03 In order to facilitate the payment of premiums on the Policy, it is agreed

that AU, in the fit year and in each year thereafter for which a premium is due, will forward tbe

premium men camkany ane and payawe on the Pohcy directly to the Insurer.

wq/Wm""~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~
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204 The paries agree dit in the event of the Insurs insolvency or financial

inability to pay contractually promised amounts. AU shall not be obligated to mako any fidth=r

payme under this Agreement othet than any remaing pr um paymenb contmplated m

Ardle II.

ART1CLEM

INMREST OF COLLATERAL ASSIGNEE

3.01 Upon the death of Employee at any time aftr the date the Policy is

purchased, AU shall be entitled to receive from the Policy, or, at the option of Employee's estate

pursuant to Section 5.02, from the Employe's estate, 100% (one hundred percent) ofthe actual

p=mius paid by AU towards the Policy.

ARCLE IV

DEATH BENEFITS

4.01 In the event of the death of the Employee while this Agreemeit and the

Assignmeat are in far=c and after the Policy has been purchased, Atls interest as described in

and determied under Article m shall be the first Interest satied from the poeds ofthe

Policy. AU may take any and all actions necessary to satis its interest from tde Policy

proceeds. The beneficiary or beneficiaries under the Policy shall be entitled to receive, aftr

satisfaction of AU's interest as collateral assignee, the balanoe of the death benefit under the

Policy. The Employee and AU agree tiht th beneficiary designalion provision of the Policy

shall confom to the provis hercoL
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4.02 It is the Employeds intntion and it is agreed that no befiadI shall bav

any iht to rimb mseat or contUtion from the estate of the Employee with respect to the

amount collected by AU under the Policy.

4.03 Upon the death of thc Emplyee while ftis Agreent is in fbrec, AU

agrees, upon ret of its interest as collateral assigee der Section 4.01 above, to tak all

steps required to release to the Policy beneficiary~jes) its (their) iterest(s) in the baance of the

ARTICLE V

TERMINATION OP AOREEMENT/TspE NN OF CONTRIBUrIONS

5.01 IThis Agreement shall automatically termn -upon the occuaence of any

of the following events: (a) cessation of operatio by AU; (b) borrowing against, sale,

surrender, cancollation or other temination of the Policy by the Employee in violation of Section

1 .04; (o) banruptcy, reivership or dissolution of AU; (d) death of the Employee; or (a)

termination of Employee's servic with AU for circumstances described in the second snenc

of Section 1.05. In addition, AUts obligaton to make annual contributions to the Policy shall

cease upon termination of Employee's services with AU for any reaso. Thec Agreemnt shall

contime in effect according to its tem Until terminated as provided in the first sntece of this

Section 5.01. In addition, the Employee may terminate this Agreementj by writte notice to AU,

effective as ofthe date of the notic

5.02 If this Agreement is terminated under Section S.01 or if the Employee dies

and AU's inrest u r Article m is not promptly saisfid the Employee (or Employees estate)

shall receive written notice from AUJ of his defiult The Employee shall have t opion for up

P2/*I 4
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to 60 days from receipt of the notice to pay AU an amount sufficient to recover its interest in th

Policy, provided that Employee shall have no obligation to make such payment if the decult is

(i) the result of Insurers insolventcy or other financial inability to pay, or (h) cessation of

operations by AU or dissolution of AU (other than bankruptcy). In the case of terminaion of the

Agrennent, AUs interest shall be determined under Article IIL The Employee's obligation shall

be limited to the Policy cash sum der value as determined on the date of termintion if the

termination is for a reason other than the Employes death.

5.03 If the Employee falls to exmise the repayment option described in Secion

5.02, AU may exercise any right it may have as collateral assign_ including seeking pamet

from the cash surrender value of the Policy. in this circumstane, at AU's request;, the Employee

shall execute any document or documents required by th IUSe to transfer the iterest of the

Employee in the Policy to the AU.

ARTICLE VI

hMSCELLANEOUS PROVISIONS

6.01 The Insurer Is not a party to this Agreement and payment ofthe death

benefits under any Policy to the beneficiaries named in the Policy or other performanc of its

contbactual obligations in accordance with the povisons of the Policy shal constitnte a

complete discharge to the Insurer from the actions, sits, claims and demands of all pson

whatsoever.

-7-
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6.02 1hc Agremecnt shall be executed in duplicate, each copy of which shall

serve as an original fir all purpoes, but both copies shall constitute but one and the same

Agreement.

6.03 This Agreement shall be binding upon the parties hereto, the hers,

Padministrators, executors, successors, and assig, and the-pares hereto covenant and agree that

tey themselvesandtheirheir, wwmtr, asuccessms, and assgns will execme

mny and all instnuments, releases, asidg ents arnd consent that may be required oftem in

acordance with the provisions ofthis Agreement

6.04 This Agreement may be amended or modified in whole or in part at any tme

and from time to time by a written instrument executed by the parties hercto.

6.05 AU headings set forth in this Agreement are intended for convenience only

and shall not conizul or affect the meaning construction or effict of dtis Agreemen or of any of

the provisions thereo

6.06 No beneficiary under the Policy shall obtain any vested right to have this

Agreement continued in force duing the liftncme of the Employee

6.07 Tbis Agreeientm and the rights of the parties hereunder, shall be governed

by. and construd according to, the laws of the District of Columbia.
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N WINESS WP EON, Employee has heutso set their hand and the AU has

caused tiis Agreement to be executed for it by an authorized officer tls _ day of *

1997 effective as of the sae day and year first abovevwritten.

13ENJAMIN LADNER

AMERICAN NWlS1V

By:_

Title:

Vrnetss

i
I
i
i

I

I

z
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I

I
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SCHEDULE A

SPLIT-DOLLAR
LIFE INSURANCE AGREEMENT

BETWEEN
AMERICAN UNIVERSIY

AND
BENJAMI LADNER

DATED AS OF -, 1997

Insunmcc Policy Data:

1nswred:
Policy's Contract Date.
Policy Year;
1nitial Death Benefit
Initial Annual Premiun

Bcmmin Ladner
/dAO9v2-7

$2,960,494
$ 184,000

$184,000 in 1997; S103,000
for 9 yeams theafer
(subject to Secdon 5.01)

swabUis
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COLLATRRAL ASMGNMENT AGRUMM

This Assignment is me and entered into effective as of_ 1997 by the
undesigned as the owner (the nOwnme) of Lfe Insurance Policy Number
("Policy') issued by Chubb LifeAmeica (the Insurer"), upon the lfa of the Owner.

WHEREAS, the Owner is a valued executive employee of American University (the
"Assignee"), and the Assignee wishes to retain him in its employ,

WHEREAS, as an inducement to the Ownes continued employment, the Assiguee bas
agreed to pay all of the premium due on ft Policy, as moer specificafly provided for in a
certain Split Dollar Life Insimnoe Agreement entered into between the Owner and the Assignee
dated as of - 1997 (the 'Agreement"); and

WHJEREAS, in consideration of the Assigne agreing to make the premium payment,
the Owner agrees to grant the Assignee a security interest in the Policy as collateral security

NOW, THREFORE, the Owne hereby assigns, transfers and sets over to the Assignee
the following specific rights in the Policy, sbject to the following terms and conditions.

1. This Assipment is mad, and the Policy is to be held, as collateral security for all
liabilities of the Owner to the Assignee, whether now existing or hercafter arisi pusuant to
the terms of the Agreement

2. The Asignees interest In the Policy shall be strictly limited to:

(a) The rig to be paid the Assignee's portion ofthe death beefit in the event
of the death of the Owne,

(b) The rint to receive an amount equal to the lesser of (i) the entire cash
surrender value of the Policy, or (i) the cumulative premium paid under the Policy (which right
may be realized by Assignee's borrowing against the Policy subject to the Ownes written
consent while the Agreement is in fbll force and affect, or receiving a portion ofthe death benefit
under the Policy, in accordance with the toms of the Agr)exn=); and

(c) Thc right to receive an axanmt equal to any f&dcral or state withholding
taxes that Assigneo may be required to deduct and collect in connection with tho Policy and the
AgreemenL
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3. Owner has given certain ownership rights in the Policy to Nancy B. LaIr,
Ovi='s spouse (CSpousc) in a Declaration of Joint Ownership (the Declaration". Puruant tothe Declraion, Owner hereby irvocab designates Spouse to act with Owner in connecio
with the ecxecise of Ownu's rights under the Policy. In addion, at the written direction of
Owner and Spouse, an agent (CAgene) may be desigated as havn authority to act on behalf of
Ownr and Spouse with rcspect to the Insurer. Owner and Spouse may at any ime remove any
Agent by wriftn notice to Insurer and Ageat.

4. The Owner and Spouse shall retai all incidents of ownership in the PoliM
except as othere limited by the Agreement or as otherwise assigned by Ownw. The Insurer is
only authorized to recognize (and is My protected in recopizi) the ecercise of any ownphiprights by Agent on bdhalfof Own and Spouse so long as the instnunt by which Owner
purports to exercise his ownership tghts is signed by the Assigne:, provided that the consent ofAssignee is not needed if the Owner and Spouse wish to change the beneficiary d the Policy.The Insurer shall not be responsible to ensure that the acdos of Agent or the Owne confom to
the A gremn

5, If the Policy is in the possession of the Assignee, the Assig=c shall, upon requt,
forward the Policy to the Insurer without unreasonable delay, for endo-seni-I of any designadon
or chan of beneficiary or the exise of any other right reserved by the Owner, or by Owner
an Spouse.

6. (a) Assignee shall be entitle to exercise its rights under the Agreement by
delivring a notice to insurer requesting eithr (1) a notuecourse policy lon equal to the amoutto which Assgpee is entitled under the Agreement or (2) the payment tD the Assignee of that
portion of the death benefit wnder the Policy to which dhe Assignee Is entitled nder the
Agreement So long as the notice is also signed by Agn, Insr shall pay or loan the spocified
amouots to Assigpee without the need for any additional doemnentation.

(b) Except to th exte otrwise required by subsection (a), the Insurer ishereby authod to rognize the Assignes claims to rights hereunder without Investigating
(1) the reason for such action tken by the Asign; (2) the validity or the amount of any of theliabilities of the Owner to the Assignee under th Agreement_ (3) the wxstence of any default
thereKn (4) the giving ofany notice require &rin* or(S) the application to be made by theAssignee of any amounts to be paid to the Assignee. Th receipt of the Assignee for any sums
received by it shall be a fall discharge and rease therefor to the Ina=.

7. Assignee shall be undr no obligation to pay the principal of or interest on anyloans or advances on the Policy, whether or not obtained by the Assignee, or any other chagCes
on the Policy.

8. Upon the filHl naVment of the liahilfiA of Lhe Oiir +k- .A;g F -Janr t
the Agreement tige Asigneeshall XecutC aIn apppiate ralee of this Assignment

. X -2- 0 5
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9. fTl Assignee shall have the right to reaest of the Insurer ador the Owner
notice of any action taken with respect to the Policy by the Owner.

10. In the event of any confict between the provisions of this Assipment and the
Agreenwai; wlh respect to the Policy r the rights of collateaal sci on the Policy, dth
provisions of this Assignment shall prevaL

IN WITNESS WHEREOF, the Owner has executed this Assignment this - day of
1997. effective as of the day and year first above written.

WNINESS:

Benjamis Ladner, Owner

Date:

-3-
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DECLARAION OF JOINT OWNERSHIP

I have entered into a collateral assgmnt split dollar agrement dated

1997 with American Uivety (the 'Agrccmeut") and exeted a collateral assigmnt daued

_ 1997 (the -Assgnmmene) in connection with an isurance policy purchased

from Chubb LifeAmerica (the 't1nere).

Of the initial premium paid by American University of S 184,000, my wife, Nancr B.
Ladner ("Spouse' hll be conadered as owner of any mtaest I may have to the extent of
$S0,000, as adjusted for investment earnings and not loses. If still married and my spouse
predeccascs me during the term of this agreement, this Declaration of Joint Ownership Is null and
void. She may instruct te Insurer as w t1h investment of such portion, and during her lfetim

no distribution of such portion shall be made without her written authoriztion. Spouses written
authorization sall also be required for any policy loan relating to her interest in the Policy.

Likewis during my lifetime, my witten aulhorization shall be required for any policy In, or
distribution of the remaining portion.

It is the intent of American Uivety to pay an annual premium of $103,000 per year
beginning in the second year, until teimiDation of employment, and my Spouse shall be

consdered as owner of any intlst I may have to the etent of S50.000 of cach premum
paymet,as adjusted for investment eanigs and not losses. No axpenses or mortality charges
shall be allocable against Spouse's intcrest in the Policy. If at some frture date American

University releassw its interest In the premiums it has advanced, Spouse shall be considered

owner of the cash value of the policy to the extent of her proportionate interest at that time,

reduced by the income and employment tmxms allocable to such amount.

My Spouse and I shall have access to our respective ownhip inatrests in the poliy for

_:thra1- ax~d ka"0, =j wL tbzv ofA u iveitY, aud each shal provide ine
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other with any written consents or wknowledgmuses that may be required to effecture the
foregoing.

I have designated Spouse as beneficiary of my interest under the policy. During Spouse's
lifetim Spouse's written consent to any change in beeficiaxy designation shall be required
unl this Declaration of Joint Ownership is null and void as a resuk of my spousels premature
death (as per ihe provision provided in paraph two (2) of page one (1) of the Declaration of
Joint Ownership agreement).

Dat____

Be~njin Ladne

I have read the above instructns, the Agreeme and the Assigmment, am in full
agreement with the above instructions, and agree to the terns and obligations set forth in these
instuctions.

Dae:

Nancy B. Ladner

i
I
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i
i
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