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Rather than paying premiums directly to the insurance carrier, life insurance 
premiums are borrowed from a lender in a premium finance transaction and 
the insured contributes toward debt payments and posts collateral to support 
the outstanding loan. 

This strategy has more risk than purchasing life insurance traditionally 
but often offers significant benefits which can include; added flexibility, a 
reduction in the insured’s annual cash flow commitment, and increased 
insurance benefits (death benefit and policy cash value).

EXIT - Client repays bank loan 
from insurance benefits 

(policy cash value and death benefit)

Client posts collateral and 
pays out-of-pocket amount 

toward debt service

Bank Loan
Cash Value + Death Benefit

Client retains remaining insurance benefits 
(policy cash value and death benefit)
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Client funds policy with 
borrowed premiums
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Premium Finance is 
a strategy used by 

high-net-worth individuals 
to acquire life insurance.



Individuals suited for this approach of purchasing life 
insurance have excess liquidity to post as collateral and often 
have high-yielding investments towards which they would 
prefer to direct the capital they retain through financing.

Premium finance can provide individuals 
the opportunity to purchase the amount of 
insurance they need, not the amount they 

are comfortable paying for.

Vérité’s Preferred Premium Finance Partners 

LENDERS

INSURANCE CARRIERS
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At Vérité Group we work with individuals and financial professionals to implement and manage premium 
financed life insurance transactions. Our team works alongside the insured and their team of financial 
professionals to secure the premium funding through a lender and underwrite the life insurance policy with a 
top-rated carrier (see our list of preferred independent insurance and lender relationships below).

We also work to maintain the transaction through an annual ongoing renewal process to ensure the policy is 
performing as designed and continues to meet the needs to the insured.



One of the most significant opportunities for new premium finance cases is through a 1035 exchange. Insured’s who 
own existing permanent life insurance policies can exchange their cash value with a new policy tax-free.

Like other segments of the financial services industry, life insurance has continued to develop and evolve over time and 
newer insurance solutions may benefit clients who purchased older legacy products. Life insurance plans should be 
reviewed at least annually to ensure they are on track to achieve the insured’s goals, and to confirm those goals have 
not changed. Exploring new opportunities, including replacements, should be part of annual policy reviews.  

Premium Finance Success Story #1: 
Replacement Opportunities 

Background
Linda, age 56, was referred to Vérité by her wealth advisor who 
believed in the power of premium finance to improve her current 
life insurance portfolio and plan. At the time, Linda owned three 
policies with a combined death benefit of $10,900,000, a cash 
surrender value of $1,600,000, and annual premium expense of 
$69,000. At life expectancy (age 89), she was projected to have 
$10,800,000 in death benefit. The purpose of the insurance was 
to assist in settling Linda’s estate upon her passing. Her family 
would need the death benefit proceeds to pay estate taxes due 
on her $30,000,000 growing estate. 

Linda was seeking a way to reduce her annual premium expense 
and use those savings to reinvest back into her business. She was 
also unhappy with the performance of her current policies.
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Why would someone want to exchange policies? 

1 Replace underperforming 
in force policies 2 Decrease annual 

cash flow expense 3 Increase amount of coverage

Age 56

# of Policies 3

Death Benefit (combined) $10,900,000

Cash Surrender Value $1,600,000

Annual Premium Expense $69,000

Life Expectancy Age 89

Projected Death Benefit $10,800,000Compared to the projections she was presented when 
originally purchasing the policies, current cash values and 
future performance projections were underwhelming.



OUR RECOMMENDATION
More Death Benefit, Less Premium Expense

Vérité’s approach was to use premium finance 
to design a solution providing more death 
benefit coverage and based on the $1,600,000 
cash value from the exchange, eliminated 
Linda’s annual expense and the need for outside 
collateral. This premium finance strategy 
satisfied her requests and accomplished her 
insurance planning goals. Ultimately, the client 
won, and so did her advisor in bringing her a 
unique solution to a complex problem.

Carrier Inforce Whole Life Policies Traditional - Protection IUL Vérité Solution

Product 2020 Dividends AG49 2020 AG49 2020

First Year Outlay $69,000 1035 exchange 1035 exchange

Total Outlay $2,277,000 $0 $0

Sum
m

ary at Life Expectancy 
(Age 89, Year 33)

Total Disbursements $0 $0 $0

Net Cash Value $4,757,043 $5,448,571 $12,909,978

IRR on Net Cash Value 4.01% N/A N/A

Net Death Benefit $10,850,990 $7,890,425 $22,909,978

IRR on Net Death Benefit 7.99% N/A N/A

Life Insurance Summary
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Linda’s Original Attempt to Solve Her Issue 
A Traditional 1035 Exchange

Understanding Linda’s goals, her wealth advisor explored 
a traditional 1035 exchange, using the $1,600,000 in 
cash value to purchase a new, death-benefit focused, 
life insurance policy. Yes, these designs would eliminate 
the need for ongoing premium payments, but, to 
Linda’s objection, provided less death benefit. The most 
competitive option provided by carriers was a $7,900,000 
death benefit policy, $3 million less than what she had 
planned. With estate taxes expected to increase, Linda did 
not want to sacrifice over 30% of her future benefit. 

Given Linda’s financial situation and aptitude as a 
successful businesswoman, her advisor thought premium 
finance could solve her insurance challenge. 

All performance and loan projections within this presentation are hypothetical and are not guaranteed by The Vérité Group. Hypothetical performance 
is used for illustrative purposes only and actual results will vary. Vérité Group, LLC and its affiliates do not provide legal or tax advice. Please consult your 
legal and tax professional for related matters.



Steps Towards Implementing This Solution

STEP 1 Linda was underwritten and issued an $18,000,000 indexed universal life policy. 
– Issued Standard as the medical rate class 

STEP 2
Simultaneously Linda was financially underwritten for a loan with a premium 
finance lender. – Offered (and accepted) 2.85% variable loan rate based on 
12-month LIBOR + 185 basis point spread.

Linda’s new policy was funded in two parts. First, $1,600,000 of cash value exchanged from the three 
in force policies and second, $700,000 (annually for 10 years) was financed from the lender. 

The premium finance design was primarily built around the $1,600,000 1035 exchange value. The $1,600,000 in 
cash value seeded the premium finance strategy eliminating the need for Linda to pay annually or post outside 
collateral to support the loan. The insurance policy’s cash value serves as the primary collateral; in most premium 
finance designs, the insured is required to post secondary, outside collateral.

In the future, Linda will repay the lender exiting the borrowing transaction. Linda could also repay the loan using 
outside assets. If Linda passes away, the lender will be repaid first, with the remaining proceeds passing to her 
beneficiaries. Our team has modeled repaying the lender using the insurance policy’s cash value. Policy values 
can be used to repay the lender once the policy’s cash surrender value exceeds the outstanding loan. 
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Linda’s strategy was stress-tested under environments of rising interest rates 
(on the loan) and poor index performance (on the insurance policy) to provide 

confidence that even under unfavorable scenarios, the strategy would succeed. 
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Conclusion

Summary

Annual 
Expense

Cumulative Expense 
Life Expectancy

Outside Collateral 
Required

Death Benefit 
Today

Death Benefit Life 
Expectancy

Policy Cash Value 
Life Expectancy

Take No Action $69,000 $2,277,000 $ - $10,938,574 $10,850,990 $4,757,043

Traditional Insurance $ - $ - $ - $7,890,425 $7,890,425 $5,448,571

Vérité Strategy $ - $ - $ - $19,344,712 $22,909,978 $12,909,978

Premium finance provided Linda a way to accomplish her goal of eliminating her premium payments without 
sacrificing death benefit. The new strategy allows Linda the opportunity to redirect the retained cash flow to 
higher earning investments within her business, and projects to double the death benefit available to her 
beneficiaries at her passing. 

Linda was a highly qualified candidate for premium financed life insurance due to her experience using 
leverage, which allowed her to understand how the transaction worked. She has the financial wherewithal 
and staying power to withstand turbulent markets. Linda also had a need to increase her coverage and protect 
her estate from rising estate taxes and a desire to repurpose her premium cash flow into higher returning 
investments. Using premium finance, the Vérité team was able to help Linda accomplish these goals.

Current Annual Expense:   $0 per year 

Outside Collateral Required:   $0 

Current Death Benefit:   $19,000,000 

Current Cash Surrender Value:   $1,110,000  

Death Benefit at Life Expectancy (age 89):  $22,000,000 
(based on historic average projections (AG49A)

The Outcome:
The Ultimate Win-Win

Moving forward, Vérité will work with Linda and her wealth advisor annually to 
manage the transaction through Vérité’s renewal process. 

For more information please contact us, or visit us at: www.veritegroupllc.com

All performance and loan projections within this presentation are hypothetical and are not guaranteed by The Vérité Group. Hypothetical performance 
is used for illustrative purposes only and actual results will vary. Vérité Group, LLC and its affiliates do not provide legal or tax advice. Please consult your 
legal and tax professional for related matters.



What You Should Be Excited About
Advantages of Premium Financed Life Insurance

 » Reduce or eliminate the out-of-pocket cost for life insurance;

 » Increased cash flow flexibility;

 » Take advantage of an insurance company’s crediting rate that may outperform the borrowing costs;

 » Opportunity for savings through an alternative investments by not paying the premiums to outperform 
the borrowing cost;

 » Given a set cash flow, Premium Finance will afford you the opportunity to purchase more life insurance 
than if a client just pays the premium;

 » Reduce or eliminate gift taxes.

What You Should Be Aware of 
Considerations/Risk of Premium Financed Life Insurance
Premium Finance is a complex strategy involving several risks:

HIGHER RISKS

 » Interest Rate  |  the risk that the loan rate may grow higher and faster than anticipated (fixed rates and 
hedging options are available to mitigate this risk);

 » Policy Performance  |  the risk that policy will not perform as projected and the cash value will be lower 
than expected;

LOWER RISKS

 » Collateral  |  the collateral that the borrower posts in addition to the insurance policy is at risk if the 
loan is called and is unable to be repaid or refinanced;

 » Renewal  |  the possibility that the bank will not extend financing beyond the initial commitment;

 » Change in Financial Condition  |  a severe adverse change in the borrower’s financials could cause the 
bank to call the loan if covenants are broken.



Inforce Whole Life Policies - 2020 Dividends Traditionally Funded - Protection IUL - AG49 Vérité Solution - AG49

Policy 
Year

Age Annual 
Outlay

Cash 
Surrender 

Value

Net Death 
Benefit

IRR At 
Death

Annual 
Outlay

Cash 
Surrender 

Value

Net Death 
Benefit

IRR At 
Death

Annual 
Outlay

Cash 
Surrender 

Value

Net Death 
Benefit

IRR At 
Death

1 57  $69,000  $1,675,564  $10,938,574 15753.01% $0  $1,205,657  $7,890,425 N/A $0  $1,046,000  $19,344,712 N/A

2 58  $69,000  $1,802,265  $11,016,607 1114.56% $0  $1,252,143  $7,890,425 N/A $0  $1,017,494  $19,351,634 N/A

3 59  $69,000  $1,933,538  $11,092,787 406.62% $0  $1,300,615  $7,890,425 N/A $0  $996,586  $19,367,957 N/A

4 60  $69,000  $2,069,496  $11,167,176 226.20% $0  $1,351,166  $7,890,425 N/A $0  $985,171  $19,395,572 N/A

5 61  $69,000  $2,210,607  $11,239,907 150.64% $0  $1,403,960  $7,890,425 N/A $0  $986,060  $19,437,518 N/A

6 62  $69,000  $2,304,732  $11,213,743 110.17% $0  $1,510,558  $7,890,425 N/A $0  $1,002,847  $19,497,367 N/A

7 63  $69,000  $2,401,554  $11,188,959 85.57% $0  $1,621,019  $7,890,425 N/A $0  $1,038,100  $19,577,825 N/A

8 64  $69,000  $2,501,017  $11,165,281 69.20% $0  $1,734,927  $7,890,425 N/A $0  $1,127,096  $19,681,360 N/A

9 65  $69,000  $2,602,923  $11,142,455 57.61% $0  $1,852,228  $7,890,425 N/A $0  $1,238,151  $19,809,661 N/A

10 66  $69,000  $2,707,193  $11,120,272 49.02% $0  $1,972,855  $7,890,425 N/A $0  $1,405,314  $19,996,880 N/A

11 67  $69,000  $2,813,684  $11,098,835 42.42% $0  $2,121,286  $7,890,425 N/A $0  $1,663,547  $18,239,595 N/A

12 68  $69,000  $2,922,536  $11,078,241 37.21% $0  $2,274,435  $7,890,425 N/A $0  $1,951,161  $16,512,893 N/A

13 69  $69,000  $3,033,671  $11,058,685 33.01% $0  $2,427,763  $7,890,425 N/A $0  $2,274,560  $14,823,211 N/A

14 70  $69,000  $3,147,193  $10,040,550 28.43% $0  $2,586,323  $7,890,425 N/A $0  $2,588,698  $14,163,904 N/A

15 71  $69,000  $3,263,166  $11,023,900 26.66% $0  $2,752,368  $7,890,425 N/A $0  $2,935,533  $13,538,579 N/A

16 72  $69,000  $3,380,981  $11,008,789 24.21% $0  $2,886,381  $7,890,425 N/A $0  $3,334,576  $13,966,809 N/A

17 73  $69,000  $3,500,205  $10,994,595 22.11% $0  $3,024,481  $7,890,425 N/A $0  $3,761,874  $14,424,707 N/A

18 74  $69,000  $3,620,173  $10,981,137 20.30% $0  $3,165,094  $7,890,425 N/A $0  $4,217,209  $14,912,124 N/A

19 75  $69,000  $3,740,172  $10,968,384 18.72% $0  $3,308,841  $7,890,425 N/A $0  $4,700,174  $15,428,722 N/A

20 76  $69,000  $3,859,435  $10,956,312 17.33% $0  $3,451,880  $7,890,425 N/A $0  $5,209,881  $15,973,691 N/A

21 77  $69,000  $3,977,071  $10,944,894 16.10% $0  $3,600,358  $7,890,425 N/A $0  $5,744,756  $16,545,535 N/A

22 78  $69,000  $4,092,328  $10,934,110 15.01% $0  $3,753,200  $7,890,425 N/A $0  $7,072,004  $17,072,004 N/A

23 79  $69,000  $4,204,343  $10,923,934 14.03% $0  $3,910,280  $7,890,425 N/A $0  $7,612,598  $17,612,598 N/A

24 80  $69,000  $4,310,880  $10,914,345 13.15% $0  $4,070,006  $7,890,425 N/A $0  $8,162,804  $18,162,804 N/A

25 81  $69,000  $4,411,712  $10,905,320 12.35% $0  $4,230,168  $7,890,425 N/A $0  $8,715,756  $18,715,756 N/A

26 82  $69,000  $4,505,448  $10,896,835 11.62% $0  $4,388,726  $7,890,425 N/A $0  $9,258,382  $19,258,382 N/A

27 83  $69,000  $4,589,697  $10,888,872 10.96% $0  $4,546,532  $7,890,425 N/A $0  $9,805,216  $19,805,216 N/A

28 84  $69,000  $4,662,522  $10,881,410 10.36% $0  $4,704,341  $7,890,425 N/A $0  $10,352,209  $20,352,209 N/A

29 85  $69,000  $4,721,172  $10,874,432 9.81% $0  $4,861,157  $7,890,425 N/A $0  $10,894,806  $20,894,806 N/A

30 86  $69,000  $4,763,028  $10,867,922 9.30% $0  $5,016,445  $7,890,425 N/A $0  $11,427,598  $21,427,598 N/A

31 87  $69,000  $4,785,567  $10,861,859 8.83% $0  $5,164,448  $7,890,425 N/A $0  $11,945,989  $21,945,989 N/A

32 88  $69,000  $4,784,698  $10,856,219 8.39% $0  $5,308,656  $7,890,425 N/A $0  $12,443,096  $22,443,096 N/A

33 89  $69,000  $4,757,043  $10,850,990 7.99% $0  $5,448,571  $7,890,425 N/A $0  $12,909,978  $22,909,978 N/A

34 90  $69,000  $4,695,244  $10,846,162 7.61% $0  $5,584,182  $7,890,425 N/A $0  $14,160,525  $16,303,040 N/A

35 91  $69,000  $4,595,631  $10,841,726 7.26% $0  $5,715,231  $7,890,425 N/A $0  $15,494,018  $17,774,931 N/A

36 92  $69,000  $4,449,084  $10,837,673 6.94% $0  $5,842,178  $7,890,425 N/A $0  $16,965,347  $18,909,180 N/A

37 93  $69,000  $4,242,409  $10,833,999 6.63% $0  $5,964,708  $7,890,425 N/A $0  $18,597,258  $20,151,535 N/A

38 94  $69,000  $3,959,792  $10,830,703 6.35% $0  $6,083,513  $7,890,425 N/A $0  $20,417,453  $21,523,254 N/A

39 95  $69,000  $3,580,504  $10,772,220 6.06% $0  $6,198,113  $7,890,425 N/A $0  $22,459,576  $23,050,334 N/A

40 96  $69,000  $3,615,194  $5,239,987 2.91% $0  $6,311,018  $7,890,425 N/A $0  $24,763,848  $24,763,848 N/A

41 97  $69,000  $3,698,725  $5,068,259 2.59% $0  $6,423,757  $7,890,425 N/A $0  $27,268,261  $27,268,261 N/A

42 98  $69,000  $3,796,470  $4,942,910 2.33% $0  $6,530,855  $7,890,425 N/A $0  $29,988,928  $29,988,928 N/A

43 99  $69,000  $3,912,174  $4,912,114 2.16% $0  $6,632,813  $7,890,425 N/A $0  $32,943,203  $32,943,203 N/A

44 100  $69,000  $4,051,607  $4,851,025 1.97% $0  $6,729,620  $7,890,425 N/A $0  $36,149,781  $36,149,781 N/A

Appendix Item
Vérité Side By Side Comparison

All performance and loan projections within this presentation are hypothetical and are not guaranteed by The Vérité Group. Hypothetical performance 
is used for illustrative purposes only and actual results will vary. Vérité Group, LLC and its affiliates do not provide legal or tax advice. Please consult your 
legal and tax professional for related matters.


