Protecting

IRS Section 132

A Strategic Framework for Tax-Advantaged
Executive Protection, Governance, and Risk Reduction

N STRATEGOS

STRATEGOSINTL.COM




» STRATEGOS

STRATEGOSINTL.COM

IRS Section 132 Executive Security Risk
Assessment & Independent Security Study

A Strategic Framework for Tax-Advantaged
Executive Protection, Governance, and Risk Reduction

o Executive Overview

Corporate leaders today face an unprecedented convergence of personal, digital, and
reputational threats. These risks extend beyond the executive suite to include families,
residences, travel, and online exposure. The Internal Revenue Service (IRS) recognizes that such
threats—when business-driven—justify employer-provided protective measures as legitimate
business expenses rather than personal perks.

Under IRS Section 132, security measures provided for a “bona fide business-oriented
security concern” can be freated as tax-exempt fringe benefits for executives and fully
deductible business expenses for the employer.

Strategos International’s IRS Section 132 Executive Security Risk Assessment (ESRA) and
Independent Security Study (ISS) provide a comprehensive, defensible framework to:

+ Establish a legally sound basis for tax-exempt security expenditures

* ldentify and mitigate threats to executives and their families

+ Align security programs with corporate governance and fiduciary accountability
+ Enhance confidence and transparency through independent validation

e Understanding IRS Section 132

Purpose and Legal Foundation

IRS Section 132 (Working Condition Fringe and De Minimis Fringe) governs when employer
provided benefits—such as security, transportation, or cybersecurity—are excluded from
an executive's taxable income.

When an organization can demonstrate that protection is primarily for the company’s business
interest, all related expenses (personnel, equipment, travel, residential security, and more) can be:

+ 100 % deductible as an ordinary and necessary business expense, and
* Non-faxable to the executive, avoiding income tax, FICA, and payroll implications.
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IRS Section 132 Executive Security Risk

Assessment & Independent Security Study
IRS Requirements

To qualify for exclusion, the company must:

1. Demonstrate a business-related security concern tied fo the executive's corporate
role, visibility, or threat environment.

2. Document findings through a qualified security risk assessment and independent
security study.

3. Implement proportionate, reasonable measures aligned with the risk level.

4. Maintain updated documentation verifying ongoing necessity and compliance.

Strategos’ methodology fully satisfies these standards—integrating data-driven analysis,
regulatory alignment, and third-party validation.

Financial & Tax Advantages

The strategic use of Section 132 delivers measurable financial impact.

Executive $300,000 | Taxable compensation | Deductible business =~ $110,000 / year
protection detail / year + payroll fax expense, non-taxable
to executive

Residential $100,000 | Treated as personal Deductible, $21-37K
security upgrades home expense non-taxable
Secure travel / $50,000 Taxable fringe Excluded under §132 ~$18K

aviation protection

*Assumes 37 % individual and 21 % corporate rates.
Total potential benefit: ~30-45 % combined tax savings versus non-compliant programs.

Beyond direct savings, Section 132 compliance strengthens audit defensibility, investor
confidence, and board governance.

Strategos International Executive Security Risk Assessment Process

Phase 1: Data Collection

Strategos conducts a comprehensive intelligence and policy review to understand each

executive’s risk environment.

* OSINT & Protective Intelligence — Prior incidents, threats, social-media exposure, associative risk mapping
* Stakeholder Interviews — Executive Protection, Security, Facilities, Aviation, Cyber, and GSOC leadership

* Site Assessments — Primary residences, corporate offices, and off-site properties

* Travel Assessments — CONUS / OCONUS, business and personal

* Program & Policy Review — Training, fransportation, mail screening, emergency planning

* Policy & Governance Analysis — 10-K, proxy, board mandates, travel and security directives
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Phase 2: Analysis and Research

Collected data is transformed into actionable insights aligned with IRS Section 132 compliance
and recognized security standards.

+ Development of an Executive Risk Framework (“who, what, when, where, why, how”)
* Integration of business, legal, and reputational context

* Inclusion of family and residential considerations

+ Assurance of consistency across global environments

Phase 3: Report Development

Findings are consolidated info a strategic and tax-compliant framework.

* Strategic Alignment - Balancing operational efficiency, privacy, and protection

* Tailored Recommendations - Travel, cyber/TSCM, special events, residential security
* Compliance Mapping - IRS §132, DHS/FEMA, ASIS CPP, NFPA 731, FBI AS, USSS NTAC
* Implementation Plan - Phased rollout prioritizing critical vulnerabilities

Assessment Components:
Close Protection | Residential Security | Secure Transportation | Special Event Security |
Protective Intelligence | Cyber / TSCM | Mail Screening | Emergency Planning (ESOC/GSOC)

Phase 4: Independent Security Study (ISS)

Strategos partners with a qualified third-party possessing extensive IRS-audit experience fo
perform the Independent Security Study.

The ISS:

* Reviews and validates all assessment data, analysis, and recommendations

+ Confirms adherence to IRS §132 standards and industry best practices

* Produces a formal independent report substantiating tax-compliant security benefit determinations

Our ISS partner has conducted 50+
engagements and successfully passed
three IRS audits—providing clients
with proven compliance credibility.
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Governance, Compliance & Organizational Value

Implementing a §132-aligned framework yields value beyond tax savings:

Typical engagement completion: =12 weeks,
contfingent upon access to facilities, stakeholders,
and documentation.

Deliverables include draft and final assessment reports,
independent validation, and an implementation roadmap.

Audit Defense Independent documentation withstands IRS examination.

Board Governance Demonstrates fiduciary diligence in protecting key leadership.

Reputation Protection Reduces exposure fo threat, litigation, and shareholder criticism.
Operational Consistency Aligns physical, cyber, and travel protection under one defensible strategy.
Cultural Stewardship Reinforces commitment to safety, transparency, and ethical leadership.

Implementation Timeline

o

Key Takeaways

Full IRS §132 compliance transforms security costs into defensible, deductible business expenses.
Executives avoid 35-40 % personal tax on security benefits.

Corporations reduce effective cost of protection by 30-45 %.

Independent validation ensures audit-proof documentation and transparency.

Strategos International’s methodology merges tax compliance, executive protection,

and governance excellence into a single integrated framework.
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Protect Your People—before
the threat becomes reality.

Strategos International offers Executive Security
Risk Assessment Process built on intelligence,
discretion, and trust.

Let’s build a plan that works for you.
816-795-3768
contactus@strategosintl.com

STRATEGOS

STRATEGOSINTL.COM

300 N. OSAGE STREET,
INDEPENDENCE, MO 64050
816-795-3768

WWW.STRATEGOSINTL.COM
Copyright © 2025 Strategos International
SINTL 000316-487 REV. JULY 2025

IRS Section 132 Executive Security Risk
Assessment & Independent Security Study




