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Notice:

Capital Strategies does not offer or render any legal, accounting or actuarial services or advice. Please consult qualified 
legal, accounting, and actuarial advisors, as appropriate, prior to implementing any plan.  All projections contained in this 
presentation are hypothetical and are not guaranteed. Their applicability to any particular individual facts or 
circumstances must be determined on a case-by-case basis.  All calculations were made utilizing assumptions that are 
outlined within the presentation. Investment performance and principal values will fluctuate with changes in market 
conditions. Past performance does not guarantee future results. 

Securities offered through registered representatives of FNBB Capital Markets, LLC, Registered Broker/Dealer, Member 
FINRA and SIPC, located at 600 University Park Place, Suite 380, Birmingham, AL 35209, (205) 262-2522. Information 
relating to securities is intended for use by individuals residing in the following states: AL, CA, CO, FL, GA, IL, IN, LA, MA, 
ME, MN, MS, MO, NC, OH, OK, PA, TN, TX, WV. 

This presentation is not intended as an offer to sell securities, which may be done only after proper delivery of a 
prospectus and a client suitability review. 

Proper state registration is mandatory prior to conducting business in any state. Capital Strategies Group, Inc. and/or its 
licensed representatives are licensed to perform insurance activities in the following states: AL, CA, CO, FL, GA, IA, IL, IN, 
LA, MA, ME, MI, MN, MO, MS, NC, NH, NJ, NY, OH, OK, PA, TN, TX, VA, VT, WI, WV. 

The principal place of business and the state of domicile for Capital Strategies Group is: 850 Shades Creek Parkway, Suite 
300 Birmingham, Alabama, 35209, (205) 263-2400. 

Capital Strategies Group is a member of M Financial Group. Please go to www.mfin.com/DisclosureStatement.htm for 
further details regarding this relationship. Capital Strategies Group is independently owned and operated. Capital 
Strategies Group and M Financial Group are independent of FNBB Capital Markets, LLC.
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Notice Regarding Private Placement:
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A Private Placement Variable Universal Life contract is an unregistered securities product and is not subject to the same 
regulatory requirements as registered variable life insurance products.  As such, Private Placement Variable Universal 
Life should be presented only to accredited investors or qualified purchasers as described by the Securities Act of 1933.

The material contained in this presentation is intended for informational purposes only; should not be construed as 
legal or tax advice; and is not intended to replace the advice of a qualified attorney or accountant.  This material may be 
delivered only by an individual licensed to present Private Placement Variable Universal Life offering documents.

Private Placement Variable Universal Life insurance combines the protection and tax advantages of life insurance with 
the investment potential of a comprehensive selection of variable investment options.  The insurance component 
provides death benefit coverage and the variable investment component provides the flexibility potentially to increase 
the policy’s surrender and loan values.

The tax and legal references provided are designed to provide accurate and authoritative information with regard to 
the subject matter covered and are provided with the understanding that Capital Strategies Group, Inc. is not engaged 
in rendering tax, legal, or actuarial services.  If tax, legal or actuarial advice is required, consult a qualified accountant, 
attorney or actuary.  Capital Strategies Group, Inc. does not replace those advisors or that advice.

The financial illustrations and other statements within this report, as well as any comments made by any individual, 
are not guaranteed and do not constitute a contract.  Any contract entered into is between the Private Placement 
Variable Universal Life insurance owner and the insurance company, through its Private Placement Variable Universal 
Life insurance policy.  You must read the Private Placement Variable Universal Life insurance contract thoroughly.

Investors should consider the investment objectives, risks, charges, and expenses of any variable product carefully 
before investing.  Such information, and other important information concerning the investment company, is contained 
in each fund’s offering memorandum, which can be obtained by calling (205) 263-2400.



Presenter Biographies

Edmund P. Perry, J.D. As Senior Counsel of Capital Strategies Group, Edmund specializes in estate planning and wealth 
transfer. Prior to joining Capital Strategies Group, he enjoyed thirteen years in senior legal and management positions at two
NYSE-traded companies and nine years leading a privately-held risk management and employee benefits brokerage and 
consulting firm. He began his legal career at the law firm of Burr & Forman LLP and continued as a senior legal officer of SONAT 
Inc. (formerly NYSE:SNT, now Kinder Morgan Inc., NYSE:KMI), and in executive management positions at Protective Life 
Corporation (NYSE:PL) and Molton, Allen & Williams LLC, most recently serving as President of MAW. Edmund finished first in 
his class and was Valedictorian at Washington & Lee University (B.A. 1982).  He is a graduate of the Yale Law School (J.D. 1985) 
and a member of the Alabama and American Bar Associations. He currently holds his life license, Series 6 and Series 63.

Edmund serves on the boards of Cornerstone Schools of Alabama, The Foundry Ministries, and Lone Sheep Ministries.  

Preston M. Sartelle, CFA As Director, Business Development, for Capital Strategies Group, Preston specializes in both estate 
planning and institutional insurance transactions. He joined Capital Strategies Group in 2005, bringing with him six years of bank 
consulting and accounting experience. Prior to his current position, Preston spent three years with Taylor & Company, a 
management consulting and executive search firm specializing in financial services. Preston also worked for the accounting and 
project administration groups for Asea, Brown, Boveri (ABB), an international power systems firm, in Madrid, Spain. A graduate 
of Washington & Lee University, Preston obtained a degree in Accounting. He currently holds his life insurance, Series 7, and
Series 66 licenses and is a C.F.A. charter-holder.
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Guaranteed
Level Whole Current Assumption Guaranteed Variable Indexed 

Premium Life Universal Life Universal Life Universal Life Universal Life
Term (WL) (CA UL) (GUL) (VUL) (IUL)

Cost

Low 

Coverage not available 
through life expectancy.  

IRR is typically 0.0%.

High

Death Benefit IRR lower at life 
expectancy

Moderate

Death Benefit IRR higher at life 
expectancy

Moderate

Death Benefit IRR higher at life 
expectancy

Moderate

Death Benefit IRR higher at life 
expectancy

Moderate

IRR higher at life expectancy

Duration

Coverage for specified term 
of years.  May convert to 
permanent coverage, but 

conversion can be 
expensive, especially with 

carriers that limit 
conversion choices.

"Base" coverage is generally for 
life (Age 100 or 120), but 

"Supplemental" coverage and 
"Paid Up Additions" vary.  "Paid 

Up Additions" are non-
guaranteed and based on 

declaration of policy dividend 
and dividend scale.

Desired duration is determined 
at inception based on non-

guaranteed, current interest 
crediting rate.  Rates declared 
from time-to-time by carrier 
determine actual duration.  

Duration is extended by rising 
rates, shortened by falling rates.  

Contract has no rate cap. 
Contract has guaranteed rate 

floor.

Desired duration is determined 
at inception based on 

guaranteed crediting rate.
Rising and falling rates do not 

affect duration.  If policy terms & 
conditions are met, the contract 
will not lapse prior to scheduled 

duration.

Desired duration is determined 
at inception based on Owner's 

selection of variable investment 
account and fixed account 

options.  Performance over time 
determines actual duration.  

Duration is extended by better 
performance and shortened by 

worse.  Variable investment 
accounts have no return cap or 
floor.  Fixed accounts have no 
rate cap but have guaranteed 

rate floor.

Desired duration is determined 
at inception based on Owner's 

selection of one or more 
published indexes, such as the 

S&P 500, and fixed account 
options.  Performance over time 

determines actual duration.  
Duration is extended  by better 
performance and shortened by 
worse.  Indexed accounts have 

rate cap and floor.  Fixed 
accounts have no rate cap but 

have guaranteed rate floor.

Cash Value No cash value 
accumulation.

Higher cash value accumulation, 
based on declared dividend rate.  

Cash value provides needed 
flexibility for changing 

circumstances.

Moderate cash value 
accumulation, based on declared 

crediting rate.  Cash value 
provides needed flexibility for 

changing circumstances.

Very little cash value 
accumulation,

so essentially no flexibility.

Moderate cash value 
accumulation, based on (i) 

return on investment in variable  
investment accounts and/or (ii) 
declared crediting rates of fixed 
accounts.   Cash value provides 
needed flexibility for changing 

circumstances.  Policy cash 
values invested in variable 

investment accounts are subject 
to risk of loss.  

Moderate cash value 
accumulation, based on (i) 

crediting rates determined on 
the basis of changes in the 

referenced indexed accounts 
and/or (ii) declared crediting 
rates of fixed accounts.  Cash 

value provides needed flexibility 
for changing circumstances.

Flexibility

None

Must pay
specified premium on time 

or policy will lapse.

Low

Premiums not flexible.  Duration 
and death benefit cannot be 

adjusted easily.

High

More or less premiums can be 
paid in depending on changes in 

interest rates and planning 
needs.  Monitoring the contract 

can lead to higher return on 
invested premiums.

Low

Amount and timing 
of premium payment

are rigidly set, regardless 
of circumstances.

High

More or less premiums can be 
paid in depending on 

performance and planning 
needs.  Monitoring the contract 

can lead to higher return on 
invested premiums.

High

More or less premiums can be 
paid in depending on 

performance and planning 
needs.  Monitoring the contract 

can lead to higher return on 
invested premiums.

Product Spectrum
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Cost
Low Net Cost but High Entry Cost

Death Benefit IRR at life is design dependent

Duration Owner determines duration based on selection or creation 
of Insurance Dedicated Fund and funding

Cash Value Income-tax sheltered high 
cash growth platform with ability to select managers

Flexibility

High

Premium lump-sum funded, either at inception or over a 3 - 5 year 
period.  Owner selects managers but cannot 

select investment assets or steer investment strategy.

Product Spectrum: Private Placement Variable Universal Life
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Annual Performance Review



Annual Performance Review

Annual Strategic Questions:

 Any change in insurability (Term conversion deadline)?

 Have any critical assumptions changed?

 Has the tax environment changed?

 Are the target duration and selected amount still appropriate?

Annual Performance Questions:

 Has carrier strength or claims paying ability changed?

 Has rate / return on cash value been acceptable?

 Is current illustrated policy duration acceptable?

 Have policy charges or expenses changed?

 Is there a good system in place to assure regular review?
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Case Study #1: Coverage to Hedge Guarantee of Business Debt
$10,000,000 Face Amount Death Benefit

Carrier Lincoln National John Hancock Prudential TIAA-CREF

1. Comdex 90 90 90 99

Term Contract LifeElements 10 Term 10 Essential 10 M Intelligent 
Term 10

2. Conversion Privilege To Age 70 To Age 70 To Age 67 To Age 67

3. Annual Term Premium1 $56,110 $70,300 $64,685 $65,185

4. 10-Year Cumulative Term Premium $561,100 $703,000 $646,850 $651,850

Permanent Contract LifeGuarantee UL 
(2013)

Majestic ULX 
w/Pfmce Rider

M Premier 
VUL Protector

M Intelligent 
UL

5. Annual Permanent Premium1,2,3 $208,368 $193,825 $216,676 $182,570 

6. 10-Year Cumulative Permanent Premium $2,083,680 $1,938,250 $2,166,760 $1,825,700 

7. Cumulative Permanent Premium to Life Expectancy $4,375,728 $4,070,325 $4,550,196 $3,833,970 

Term + Conversion to Permanent

8. Annual Permanent Premium After Term Conversion in 5 Years2,3,4 $278,768 $257,713 $274,656 $240,783

9. Cumulative Permanent Premium After Term Conversion to Life Expectancy $5,854,128 $5,411,973 $5,767,776 $5,056,443

10. Cumulative Term + Permanent Premium to Life Expectancy $6,134,678 $5,763,473 $6,091,201 $5,382,368
1 Assumes male, Age 62, Standard Non-Tobacco.  Estimated Life Expectancy 26 Years/Age 88.  Subject to application, underwriting and physical examination.
2Policy terms and conditions vary.  See complete illustrations for important details.
3Permanent policies designed to last through Insured's Age 100.

4Assumes Male, Age 67, Standard Non-Tobacco.  "Annual Permanent Premium After Term Conversion in 5 Years" is the cost today of each permanent policy for an Insured five years older than the Insured's actual age.  No 
assurance can be given that the permanent policies or premiums will be available in the future for conversion or otherwise.
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Case Study #2: Which Permanent Contract?
Per $10,000,000 Level Death Benefit to Joint (Younger) Age 100 1

NPV of Cash Death Auto-
Crediting/Dividend Rate Annual Cumulative Surrender Benefit Bind

Carrier Comdex Contract Current Guaranteed Cap Allocation Premium Premiums2 Value3 IRR4,5 (millions)

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12)

New York Life 100 Whole Life Current N/A N/A N/A $241,820 $5,021,584 $16,782,376 5.06% $50.0 

TIAA-CREF 99 CA UL 3.80% 2.80% N/A Fixed 
Account $84,054 $1,745,448 $1,876,676 6.68% $50.0 

Nationwide 89 GUL 3.00% 3.00% N/A N/A $103,418 $2,147,557 $0 5.69% $45.0 

Pacific Life 87 VUL 4.35% 2.00% N/A Fixed 
Account $109,211 $2,267,853 $4,619,074 5.42% $45.0 

Pacific Life 87 VUL 5.50% N/A N/A Weighted 
Average $103,712 $2,153,662 $4,576,804 5.67% $45.0 

Pacific Life 87 IUL 4.20% 2.00% N/A Fixed 
Account $119,785 $2,487,430 $4,175,706 4.97% $45.0 

Pacific Life 87 IUL 5.50% 0.00% 11.00% 1-Year Indexed 
Account $100,417 $2,085,239 $4,090,813 5.83% $45.0 

Male, Age 62 ; Female, Age 57 ; Standard Non-Tobacco.
1 New York Life Whole Life contract illustrated to lapse after Policy Year 64, Joint (Younger) Age 120.
2 Net Present Value to end of Policy Year 33, Joint Age 95/90 (estimated joint life expectancy), assuming 3.0% discount rate.
3 Non-guaranteed Cash Surrender Value at end of Policy Year 33, Joint Age 95/90 (estimated joint life expectancy).
4 Internal Rate of Return at end of Policy Year 33, Joint Age 95/90 (estimated joint life expectancy), assuming lifepay premiums.
5 New York Life Whole Life death benefit illustrated to be $20,554,793 at Policy Year 33 due to paid-up additions.

CAUL - Current Assumption Universal Life; VUL - Variable Universal Life; IUL - Indexed Universal Life; GUL - Guaranteed Universal Life
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Case Study #2: Which Permanent Contract?
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Whole Life death benefit continues to Joint (Younger) Age 120.  Premium requirement terminates at J(Y)A100
Whole Life Annual Premium: $$241,820; Current Assumption Universal Life Annual Premium: $84,054.
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Case Study #2: Which Permanent Contract?
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Case Study #2: A Hybrid Approach
Guaranteed Universal Life Current Assumption Universal Life Combined GUL & CA UL

Cash Death Cash Death Cash Death
Policy Age Annual Surrender Death Benefit Annual Surrender Death Benefit Annual Surrender Death Benefit
Year (EOY) Premium Value Benefit IRR Premium Value Benefit IRR Premium Value Benefit IRR
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14)
1 63  58 (258,545) 0 25,000,000 9569.50% (209,755) 115,736 25,000,000 11818.67% (468,300) 115,736 50,000,000 10576.92%
2 64  59 (258,545) 0 25,000,000 834.61% (209,755) 232,343 25,000,000 942.87% (468,300) 232,343 50,000,000 884.50%
3 65  60 (258,545) 0 25,000,000 321.23% (209,755) 348,904 25,000,000 354.64% (468,300) 348,904 50,000,000 336.77%
4 66  61 (258,545) 0 25,000,000 182.21% (209,755) 464,365 25,000,000 199.43% (468,300) 464,365 50,000,000 190.26%
5 67  62 (258,545) 0 25,000,000 122.21% (209,755) 577,526 25,000,000 133.29% (468,300) 577,526 50,000,000 127.41%
6 68  63 (258,545) 0 25,000,000 89.80% (209,755) 765,672 25,000,000 97.83% (468,300) 765,672 50,000,000 93.57%
7 69  64 (258,545) 0 25,000,000 69.84% (209,755) 951,733 25,000,000 76.09% (468,300) 951,733 50,000,000 72.78%
8 70  65 (258,545) 0 25,000,000 56.45% (209,755) 1,134,146 25,000,000 61.56% (468,300) 1,134,146 50,000,000 58.86%
9 71  66 (258,545) 34,450 25,000,000 46.91% (209,755) 1,310,679 25,000,000 51.23% (468,300) 1,345,129 50,000,000 48.95%

10 72  67 (258,545) 67,731 25,000,000 39.81% (209,755) 1,485,700 25,000,000 43.55% (468,300) 1,553,431 50,000,000 41.58%
11 73  68 (258,545) 78,552 25,000,000 34.34% (209,755) 1,664,460 25,000,000 37.64% (468,300) 1,743,012 50,000,000 35.90%
12 74  69 (258,545) 77,814 25,000,000 30.01% (209,755) 1,831,701 25,000,000 32.97% (468,300) 1,909,515 50,000,000 31.41%
13 75  70 (258,545) 42,889 25,000,000 26.51% (209,755) 1,985,832 25,000,000 29.19% (468,300) 2,028,721 50,000,000 27.78%
14 76  71 (258,545) 0 25,000,000 23.63% (209,755) 2,132,326 25,000,000 26.08% (468,300) 2,132,326 50,000,000 24.79%
15 77  72 (258,545) 0 25,000,000 21.22% (209,755) 2,275,333 25,000,000 23.48% (468,300) 2,275,333 50,000,000 22.29%
16 78  73 (258,545) 0 25,000,000 19.18% (209,755) 2,424,438 25,000,000 21.28% (468,300) 2,424,438 50,000,000 20.17%
17 79  74 (258,545) 0 25,000,000 17.43% (209,755) 2,568,440 25,000,000 19.40% (468,300) 2,568,440 50,000,000 18.36%
18 80  75 (258,545) 0 25,000,000 15.92% (209,755) 2,710,983 25,000,000 17.76% (468,300) 2,710,983 50,000,000 16.79%
19 81  76 (258,545) 0 25,000,000 14.60% (209,755) 2,856,325 25,000,000 16.34% (468,300) 2,856,325 50,000,000 15.43%
20 82  77 (258,545) 0 25,000,000 13.44% (209,755) 3,009,437 25,000,000 15.09% (468,300) 3,009,437 50,000,000 14.23%
21 83  78 (258,545) 0 25,000,000 12.42% (209,755) 3,179,589 25,000,000 13.98% (468,300) 3,179,589 50,000,000 13.16%
22 84  79 (258,545) 0 25,000,000 11.51% (209,755) 3,352,013 25,000,000 13.00% (468,300) 3,352,013 50,000,000 12.22%
23 85  80 (258,545) 0 25,000,000 10.69% (209,755) 3,527,026 25,000,000 12.12% (468,300) 3,527,026 50,000,000 11.37%
24 86  81 (258,545) 0 25,000,000 9.96% (209,755) 3,700,729 25,000,000 11.32% (468,300) 3,700,729 50,000,000 10.61%
25 87  82 (258,545) 0 25,000,000 9.29% (209,755) 3,871,108 25,000,000 10.61% (468,300) 3,871,108 50,000,000 9.92%
26 88  83 (258,545) 0 25,000,000 8.69% (209,755) 4,033,589 25,000,000 9.95% (468,300) 4,033,589 50,000,000 9.29%
27 89  84 (258,545) 0 25,000,000 8.14% (209,755) 4,185,182 25,000,000 9.36% (468,300) 4,185,182 50,000,000 8.72%
28 90  85 (258,545) 0 25,000,000 7.64% (209,755) 4,325,626 25,000,000 8.82% (468,300) 4,325,626 50,000,000 8.20%
29 91  86 (258,545) 0 25,000,000 7.19% (209,755) 4,451,614 25,000,000 8.32% (468,300) 4,451,614 50,000,000 7.73%
30 92  87 (258,545) 0 25,000,000 6.77% (209,755) 4,559,957 25,000,000 7.86% (468,300) 4,559,957 50,000,000 7.29%
31 93  88 (258,545) 0 25,000,000 6.38% (209,755) 4,640,053 25,000,000 7.44% (468,300) 4,640,053 50,000,000 6.88%
32 94  89 (258,545) 0 25,000,000 6.02% (209,755) 4,686,500 25,000,000 7.05% (468,300) 4,686,500 50,000,000 6.51%
33 95  90 (258,545) 0 25,000,000 5.69% (209,755) 4,691,081 25,000,000 6.69% (468,300) 4,691,081 50,000,000 6.16%
34 96  91 (258,545) 0 25,000,000 5.38% (209,755) 4,641,253 25,000,000 6.35% (468,300) 4,641,253 50,000,000 5.84%
35 97  92 (258,545) 0 25,000,000 5.09% (209,755) 4,532,096 25,000,000 6.04% (468,300) 4,532,096 50,000,000 5.54%
36 98  93 (258,545) 0 25,000,000 4.82% (209,755) 4,347,305 25,000,000 5.75% (468,300) 4,347,305 50,000,000 5.26%
37 99  94 (258,545) 0 25,000,000 4.57% (209,755) 4,093,410 25,000,000 5.47% (468,300) 4,093,410 50,000,000 5.00%
38 100  95 (258,545) 0 25,000,000 4.34% (209,755) 3,751,967 25,000,000 5.22% (468,300) 3,751,967 50,000,000 4.76%
39 101  96 (258,545) 0 25,000,000 4.12% (209,755) 3,305,248 25,000,000 4.98% (468,300) 3,305,248 50,000,000 4.53%
40 102  97 (258,545) 0 25,000,000 3.91% (209,755) 2,743,995 25,000,000 4.75% (468,300) 2,743,995 50,000,000 4.31%
41 103  98 (258,545) 0 25,000,000 3.72% (209,755) 2,034,313 25,000,000 4.54% (468,300) 2,034,313 50,000,000 4.11%
42 104  99 (258,545) 0 25,000,000 3.53% (209,755) 1,136,519 25,000,000 4.34% (468,300) 1,136,519 50,000,000 3.92%
43 105  100 (258,545) 0 25,000,000 3.36% (209,755) 1,029 25,000,000 4.15% (468,300) 1,029 50,000,000 3.74%

Male, A62, Std NT, Estimated Life Expectancy = H Age 88 Female, A57, Std NT, Estimated Joint Life Expectancy = W Age 90
- - - - - Lapse at Guaranteed Rate/Guaranteed Charges
- - - - - Lapse at Guaranteed Rate/Non-Guaranteed Current Charges

GUL - Nationwide M proprietary Marathon SUL NLG II.  CA UL - TIAA-CREF M Financial Group proprietary M Intelligent Survivorship UL, assuming non-guaranteed current interest 
crediting rate of 3.80% Years 1-10 and 4.30% Years 11+; and non-guaranteed current policy charges. 
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Case Study #2: A Timing Approach
"Bell Curve Funding"

Cash Death
Policy Age Annual Surrender Death Benefit
Year (EOY) Premium Value Benefit IRR
(1) (2) (3) (4) (5) (6)
1 63  58 (218,352) 42,101 50,000,000 22798.81%
2 64  59 (218,352) 78,108 50,000,000 1364.06%
3 65  60 (218,352) 105,916 50,000,000 475.06%
4 66  61 (218,352) 123,133 50,000,000 259.06%
5 67  62 (218,352) 127,069 50,000,000 170.72%
6 68  63 (218,352) 270,741 50,000,000 124.49%
7 69  64 (218,352) 398,531 50,000,000 96.60%
8 70  65 (218,352) 506,805 50,000,000 78.15%
9 71  66 (218,352) 590,507 50,000,000 65.14%

10 72  67 (218,352) 643,920 50,000,000 55.52%
11 73  68 (218,352) 680,783 50,000,000 48.14%
12 74  69 (218,352) 676,784 50,000,000 42.33%
13 75  70 (218,352) 627,752 50,000,000 37.64%
14 76  71 (218,352) 544,563 50,000,000 33.78%
15 77  72 (218,352) 435,288 50,000,000 30.56%
16 78  73 (218,352) 319,882 50,000,000 27.83%
17 79  74 (218,352) 172,785 50,000,000 25.50%
18 80  75 (845,682) 618,417 50,000,000 23.34%
19 81  76 (845,682) 1,070,273 50,000,000 21.44%
20 82  77 (845,682) 1,539,160 50,000,000 19.74%
21 83  78 (845,682) 2,044,989 50,000,000 18.21%
22 84  79 (845,682) 2,555,056 50,000,000 16.82%
23 85  80 (845,682) 3,070,028 50,000,000 15.57%
24 86  81 (845,682) 3,581,460 50,000,000 14.42%
25 87  82 (845,682) 4,085,173 50,000,000 13.37%
26 88  83 (845,682) 4,571,600 50,000,000 12.41%
27 89  84 (845,682) 5,034,811 50,000,000 11.52%
28 90  85 (845,682) 5,474,858 50,000,000 10.70%
29 91  86 (845,682) 5,885,357 50,000,000 9.94%
30 92  87 (845,682) 6,260,370 50,000,000 9.24%
31 93  88 (845,682) 6,578,521 50,000,000 8.59%
32 94  89 (845,682) 6,829,962 50,000,000 7.99%
33 95  90 (845,682) 6,999,317 50,000,000 7.44%
34 96  91 (845,682) 7,062,702 50,000,000 6.92%
35 97  92 (845,682) 7,012,893 50,000,000 6.44%
36 98  93 (845,682) 6,819,533 50,000,000 6.00%
37 99  94 (845,682) 6,500,441 50,000,000 5.58%
38 100  95 (845,682) 6,022,060 50,000,000 5.20%
39 101  96 (845,682) 5,353,694 50,000,000 4.84%
40 102  97 (845,682) 4,483,255 50,000,000 4.51%
41 103  98 (845,682) 3,350,021 50,000,000 4.19%
42 104  99 (845,682) 1,884,505 50,000,000 3.90%
43 105  100 (845,682) 1,017 50,000,000 3.63%

Estimated First Life Expectancy = H Age 88
Estimated Joint Life Expectancy = W Age 90

TIAA-CREF M Financial Group proprietary M Intelligent Survivorship UL, assuming non-guaranteed current interest crediting rate of 3.80% Years 1-10 and 4.30% Years 11+; and non-
guaranteed current policy charges. 
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Case Study #2: A Balancing Act

Hybrid

 GUL + CA UL Total Premium to Life Expectancy:  $15,453,900

 NPV of Total Premium to Life Expectancy:  $9,724,620

 Total Premium First Ten Years:  $4,683,000

Timing

 Bell Curve Funding Total Premium to Life Expectancy:  $17,242,896

 NPV of Total Premium to Life Expectancy:  $9,301,755

 Total Premium First Ten Years:  $2,183,520
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Case Study #3: What is the Best Structure?

Type of
Contract TermWhole Life

Current Assumption
Universal LifeGuaranteed

Universal Life

Variable
Universal Life

Indexed
Universal Life

Structure of
Contract

Duration

Number of 
Payments

Length of
Guarantees

AllocationsCarrier

Owner(s)

Funding of
Contract

Gift

Economic Benefit
Split-Dollar

Third-Party
Financing

Related-Party
Loan

Income-Generating
Asset(s)

Exemption/
Exclusion

Annual Review Against Goals & Objectives

Goals & Objectives
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Case Study #3: What is the Best Structure?

Pros:
1. No loan to repay, so death benefit can be level.  Level 

death benefit is less expensive.
2. No loan to repay, so no taxable interest.
3. No loan exposure to potentially rising rates.

Cons:
1. Existing Trust is not GST exempt.  Value of Family 

Business will be included in Beneficiary’s estate for 
estate tax purposes.

Existing 
Trust

Not GST / IDGT

Insured /
Estate

IRS

$25MM for F.E.T.

100% of equity /
distributions

Insurance
Company

Premiums
$25MM Level 

Insurance Proceeds

Family 
Business

S Corporation

$25MMAssets
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Case Study #3: What is the Best Structure?

Pros:
1. Beneficiary ILIT would use insurance 

proceeds to purchase equity in family
business, shifting equity ownership to a GST 
vehicle for estate planning purposes.

2. Because Existing Trust will receive both the 
purchase price for the family
business equity and the Principal + Interest 
upon satisfaction of the split-dollar 
loan, there is no need to incur the cost of 
increasing death benefit policy to assure 
that $25.0MM is available to Estate for F.E.T.

Cons:
1. Unless the insurance premiums are lump-

sum funded, split-dollar loan is subject to 
risk of rising rates.

2. Because Existing Trust is not a Grantor 
Trust, payments from Beneficiary ILIT 
currently taxable to Existing Trust.

Existing
Trust

Not GST / IDGT

Insured / 
Estate

Newly-formed 
ILIT

GST IDGT

IRS

$25MM for F.E.T.

100% of equity /
distributions

Insurance
Company

Loan Proceeds Used to Fund Premiums

>$25MM Increasing Insurance Proceeds

Split-Dollar Loan

Family 
Business

S Corporation

Principal + Interest

$25MM

% of Equity

$25MM less P+I

Assets
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On the Radar



On Your Radar

Page 31
CONFIDENTIAL

Policy Charge Increases

Five carriers raised cost of insurance (COI) rates for in-force policies in 2015

 Transamerica

 Banner

 William Penn

 AXA / U.S. Life

 Voya

Causes

 Historically low interest rates

 Adverse mortality

 Increased reinsurance rates

 Decreasing profitability
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Policy Charge Increases

Cost of Insurance (COI) for Universal Life is the cost of paying insurance death claims 
(“Mortality Charge”) plus recovery of carrier expenses and an interest rate spread

 COI for Whole Life is more of a “Black Box” but WL policies are subject to increases

Interest Crediting Rates

 Cash-bearing contracts (VUL contracts only if allocated to Fixed Account) credit policy cash 
values with an interest rate determined by the carrier

 Interest Crediting Rates are derived from investment earnings plus an interest spread

 Crediting rates are subject to guaranteed minimums that are typically backed by the carrier’s 
investment portfolio

 Carriers have maintained priced-for interest margins by lowering crediting rates

 Older products with guaranteed minimum crediting rates in the 4%-5% range might not be 
covering priced-for margins
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Policy Charge Increases

Increases are uncommon

 Industry, policyholders and media have reacted even to the small number of increases to date

 Carriers will remain reluctant to raise charges

Additional increases are possible 

Manage the risk

 Pay attention to carrier actions

 Regular review of:

 Policy performance

 §1035 exchange options

 Policy surrender for cash value options

 Life Settlement options
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Interest Rates

Insurers invest in high-quality bonds and mortgages (Aaa and Baa)

New money fixed income rates have generally declined for 30+ years

Portfolio yields lag new money rates

Interest Crediting Rates in cash-bearing insurance contracts are tied to carrier portfolio 
yields, whether WL, CA UL, or VUL/IUL (allocated to the Fixed Account option)

Even without regard to the possibility of carriers raising policy charges (above), 
depressed portfolio yields will exert pressure on cash-bearing policy performance for at 
least the near term
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Interest Rates
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Interest Rates
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Interest Rates

3.0

3.5

4.0

4.5

5.0

5.5

6.0

6.5

7.0

7.5

8.0

8.5
01

/0
1/

99
06

/0
1/

99
11

/0
1/

99
04

/0
1/

00
09

/0
1/

00
02

/0
1/

01
07

/0
1/

01
12

/0
1/

01
05

/0
1/

02
10

/0
1/

02
03

/0
1/

03
08

/0
1/

03
01

/0
1/

04
06

/0
1/

04
11

/0
1/

04
04

/0
1/

05
09

/0
1/

05
02

/0
1/

06
07

/0
1/

06
12

/0
1/

06
05

/0
1/

07
10

/0
1/

07
03

/0
1/

08
08

/0
1/

08
01

/0
1/

09
06

/0
1/

09
11

/0
1/

09
04

/0
1/

10
09

/0
1/

10
02

/0
1/

11
07

/0
1/

11
12

/0
1/

11
05

/0
1/

12
10

/0
1/

12
03

/0
1/

13
08

/0
1/

13
01

/0
1/

14
06

/0
1/

14
11

/0
1/

14
04

/0
1/

15
09

/0
1/

15

UL Benchmark (Moody's AAA 5 Yr Rolling Average) UL Benchmark (Moody's BAA 7 Yr Rolling Average)
Carrier A Interest Crediting Rate Carrier B Interest Crediting Rate

%

Source: M Financial Group

Correlation Between Rolling Average Benchmarks and UL Fixed Account Crediting Rates



Page 38
CONFIDENTIAL


	SAN ANTONIO ESTATE PLANNERS COUNCIL�February 16, 2016
	Notice:
	Notice Regarding Private Placement:
	Presenter Biographies�
	Table of Contents�
	Slide Number 6
	Slide Number 7
	Slide Number 8
	Slide Number 9
	Slide Number 10
	Balancing Act
	Balancing Act
	Slide Number 13
	Annual Performance Review
	Slide Number 15
	Slide Number 16
	Slide Number 17
	Slide Number 18
	Slide Number 19
	Case Studies
	Case Studies
	Case Studies
	Case Studies
	Case Studies
	Case Studies
	Case Studies
	Case Studies
	Case Studies
	Case Studies
	Slide Number 30
	On Your Radar
	On Your Radar
	On Your Radar
	On Your Radar
	On Your Radar
	On Your Radar
	On Your Radar
	Slide Number 38

