
The Power of Life Insurance

CASE STUDY

The Client
• Age 75 and standard non-tobacco
• $30MM net worth growing at 2% after tax
• Average income tax rate of 25%
• $11.7MM lifetime estate and gift tax exemption remaining

• Four available gift exclusions ($60,000)
• ΖQȵDWLRQ�UDWH�RI����
• Estate tax rate of 40%
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Year Attained
Age

Premium 
Outlay

Guaranteed 
Death

%HQHȴW
IRR Upon 

Death

Income Tax- 
Equivalent  
IRR Upon 

Death

Income and 
Estate Tax-
Equivalent  
IRR Upon 

Death
1 76 $4,932,886 $10,000,000 102.72% 136.96% 250.35%
2 77 0 $10,000,000 42.38% 56.51% 92.74%
3 78 0 $10,000,000 26.56% 35.41% 56.20%
4 79 0 $10,000,000 19.32% 25.76% 40.20%
5 80 0 $10,000,000 15.18% 20.24% 33.94%

10 85 0 $10,000,000 7.32% 9.76% 15.97%
15 90 0 $10,000,000 4.82% 6.43% 10.42%
17 92 0 $10,000,000 4.24% 5.66% 9.15%
20 95 0 $10,000,000 3.60% 4.80% 7.73%
22 97 0 $10,000,000 3.26% 4.35% 7.00%

ΖPSDFW�RI�D�7D[�)UHH�'HDWK�%HQHȴW
'XH�WR�LWV�SRWHQWLDO�WD[�DGYDQWDJHV��OLIH�LQVXUDQFH�FDQ�RHU�LPPHGLDWH�DQG�ORQJ�WHUP�OHYHUDJH�DV�FRPSDUHG�
to self-insuring with traditional taxable investments.

*XDUDQWHHV�DUH�EDVHG�XSRQ�WKH�ȴQDQFLDO�VWUHQJWK�DQG�FODLPV�SD\LQJ�DELOLW\�RI�WKH�LVVXLQJ�LQ�
VXUDQFH�FRPSDQ\��ΖI�SUHPLXPV�DUH�SDLG�DV�LOOXVWUDWHG�DQG�RQ�WLPH�DQG�QR�ZLWKGUDZDOV�DQG�RU
ORDQV�DUH�WDNHQ��WKH�LQVXUDQFH�FDUULHU�JXDUDQWHHV�WKH�GHDWK�EHQHȴW�ZLOO�EH�LQ�IRUFH�IRU����\HDUV
�WR�DJH�������7KH�DELOLW\�WR�DFTXLUH�OLIH�LQVXUDQFH�UHTXLUHV�PHHWLQJ�WKH�FDUULHUȇV�ȴQDQFLDO�DQG
PHGLFDO�XQGHUZULWLQJ�JXLGHOLQHV��5LGHUV�DUH�DYDLODEOH�IRU�DQ�DGGLWLRQDO�IHHȃVRPH�ULGHUV�PD\
QRW�EH�DYDLODEOH�LQ�DOO�VWDWHV��)XOO�YDULDEOH�OLIH�LQVXUDQFH�LOOXVWUDWLRQ�DYDLODEOH�XSRQ�UHTXHVW�

• Life insurance proceeds are
typically paid income
WD[�IUHH�WR�WKH�EHQHȴFLDU\�

• Life insurance policies owned
by an irrevocable trust may
avoid estate taxes on the death
EHQHȴW�SURFHHGV�

• To match the economic value of the life insurance
GHDWK�EHQHȴW�SURFHHGV��HTXLYDOHQW�DQQXDO�FRQ-
WULEXWLRQV�LQWR�D�WD[DEOH�LQYHVWPHQW�PD\�UHTXLUH
KLJKHU�\LHOGV�DQG�SRVVLEO\�JUHDWHU�ULVN�

Summary of Rates of Return

Explanation of Example
• $W�DJH�����OLIH�H[SHFWDQF\���WKH�LQWHUQDO�UDWH�RI�

UHWXUQ�RI�WKH�GHDWK�EHQHILW�LV������
�OHIW�FROXPQ���$VVXPHV�PD[LPXP�H[SHQVH�DQG�
PRUWDOLW\�DVVXPSWLRQV��

• +RZHYHU��LI�D�K\SRWKHWLFDO�LQYHVWPHQW�DFFRXQW�
ZDV�FUHDWHG�ZLWK�WKH�VDPH�RXWOD\��EXW�VXEMHFW�
WR�LQFRPH�WD[HV�DW�DQ�DYHUDJH�UDWH�RI������
WKDW�DFFRXQW�ZRXOG�KDYH�WR�HDUQ�������DQQX-
DOO\�LQ�RUGHU�WR�DFKLHYH�WKH�VDPH�������������
QHW�WR�KHLUVȇ�EHQHILW��FHQWHU�FROXPQ��

• )XUWKHUPRUH��LI�WKDW�K\SRWKHWLFDO�LQYHVWPHQW�
DFFRXQW�ZDV�VXEMHFW�WR�ERWK�LQFRPH�DQG�
HVWDWH�WD[HV��WKDW�DFFRXQW�ZRXOG�KDYH�WR�HDUQ�
������DQQXDOO\�LQ�RUGHU�WR�DFKLHYH�WKH�VDPH�
QHW�WR�KHLUVȇ�EHQHILW��ULJKW�FROXPQ��WDNLQJ�LQWR�
DFFRXQW�WKH�FOLHQW�DVVXPSWLRQV�OLVWHG�DERYH�

3OHDVH�FRQVLGHU�WKH�LQYHVWPHQW�REMHFWLYHV��ULVNV��FKDUJHV��H[SHQVHV��DQG�\RXU�QHHG�IRU�GHDWK�EHQHȴW�FRYHUDJH�FDUHIXOO\�EHIRUH�LQYHVWLQJ��7KH�SUR-
spectus, which contains this and other information about the variable life policy and the underlying investment options, can be obtained from your 
ȴQDQFLDO�SURIHVVLRQDO��%H�VXUH�WR�UHDG�WKH�SURVSHFWXV�FDUHIXOO\�EHIRUH�GHFLGLQJ�ZKHWKHU�WR�LQYHVW�

7KH�LQYHVWPHQW�UHWXUQ�DQG�SULQFLSDO�YDOXH�RI�WKH�YDULDEOH�OLIH�SROLF\�DUH�QRW�JXDUDQWHHG��9DULDEOH�OLIH�VXE�DFFRXQWV�ȵXFWXDWH�ZLWK�FKDQJHV�LQ�PDUNHW�FRQGLWLRQV��
7KH�SULQFLSDO�PD\�EH�ZRUWK�PRUH�RU�OHVV�WKDQ�WKH�RULJLQDO�DPRXQW�LQYHVWHG�ZKHQ�WKH�SROLF\�LV�VXUUHQGHUHG��$OO�YDOXHV�VKRZQ�DUH�K\SRWKHWLFDO�DQG�IRU�LOOXVWUDWLYH�
SXUSRVHV�RQO\��$FWXDO�UHVXOWV�ZLOO�YDU\��ΖQYHVWLQJ�LQYROYHV�ULVN�DQG�SRVVLEOH�ORVV�RI�SULQFLSDO��

/LRQ�6WUHHW�GRHV�QRW�SURYLGH�WD[�RU�OHJDO�DGYLFH��7D[SD\HUV�VKRXOG�VHHN�VXFK�DGYLFH�IURP�D�WD[�RU�OHJDO�SURIHVVLRQDO��3XEOLVKHG�E\�/LRQ�6WUHHW��&RS\ULJKW�k�����
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