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Why Permanent Insurance?
Term Insurance  
Generally covers a temporary need for limited duration; no cash values.
• Annual Renewable Term; Increasing premium each year
• Level Duration Term; Provides guaranteed level premium for limited 

time period

Permanent Insurance 
Provides permanent protection and cash values.
• Whole Life – guaranteed premium with non-guaranteed potential 

dividends
• Universal Life – schedule premium based on assumed interest rate
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Why Permanent Insurance?
Preferred Products:

• Current Assumption Universal Life (CAUL) as it provides flexible low cost 
permanent protection with cash values based on general account crediting rates.

• Indexed Universal Life (IUL) which provides upside potential of an equity market 
index for cash growth but also provides a guaranteed floor of zero percent.

Additional Products:

• Term Insurance since it provides only a temporary solution although it may be 
appropriate if the business is to be sold in the short term.  It gets expensive if 
continued beyond original duration and provides no cash values.

• Whole Life is general very expensive compared to CAUL and IUL although it could 
be an option if strong cash flows and high level funding is preferred

• Variable Universal Life may create substantial investment risk of loss and 
burdensome management issues which we generally would suggest you avoid.
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Term Versus Permanent Male Age 69 Best Class

Current Term
Stock Redemption 

Permanent 
Insurance

Current Term
Cross Purchase 

Permanent 
Insurance

Option Type
15 Year Level Term 
(Current term has 
14 Yrs. Remaining)

Universal Life at 
4.75% Current 
Interest Rate

15 Year Level Term 
(Current term has 
14 Yrs. Remaining)

Universal Life at 
4.75% Current 
Interest Rate

Company John Hancock TIAA-CREF                                                                       
(M Proprietary) John Hancock TIAA-CREF                                                                       

(M Proprietary)

Initial Death Benefit $5,000,000 $5,000,000 

Annual Premium $52,400 $96,263 $52,400 $96,263

Gross up @ 40% Tax Rate $0 $0 $20,960 $38,505

TOTAL ANNUAL PREMIUM INCLUDING 
TAX $52,400 $96,263 $73,360 $134,768

Premiums for 14  Yrs. $733,600 $1,347,682 $1,027,040 $1,886,752

Less the cost of keeping current 
coverage in force for 14 years -$733,600 -$733,600 -$1,027,040 -$1,027,040

Additional cost of permanent 
insurance $0 $614,082 $0 $859,712

Cash Value Year 14 $0 $662,045 $662,045

Less the additional cost of permanent 
insurance $0 -$614,082 -$859,712

NET GAIN IN YEAR 14 $47,963 -$197,667

The cost of waiting 3 years for coverage increases the annual premium to $111,477.  This is an annual increase of $15,267 (16%).
The cost of obtaining individual life coverage when the John Hancock term period ends (14 years) is $269,800 annually.  Term insurance is not 
an option in 14 years.  This is a hypothetical number based upon actual insurance rates today.  This is not a guarantee of future insurance rates.
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Product Comparisons Male Age 62 Preferred Non-Smoker
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Product Comparisons Male Age 58 Preferred Non-Smoker
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Insurance Carrier Financials



Disclosures
This is a hypothetical example for illustrative purposes only. The example provided is not representative of all clients' 
experiences and are not indicative of any future performance or results. 

Illustrated pricing assumes indicated gender, smoking status, underwriting classes, issues ages, state of issue, interest rate 
assumptions, and in-force durations as specified in the presentation. To continue coverage beyond stated durations may require 
substantially higher premiums.  Illustrated products and options shown based on product availability and pricing as of this 
date. Any product guarantees, including the death benefit, are subject to the claims paying ability of the issuing insurance 
company.  This presentation is not complete without the accompanying illustrations.  This information has been taken from 
sources, which we believe to be reliable, but there is no guarantee as to its accuracy. This material is intended for informational 
purposes only and should not be construed as legal or tax advice and is not intended to replace the advice of a qualified attorney, 
tax advisor or plan provider. 

The policy values reflect current policy charges, current cost of insurance rates, current mortality and expense risk charges, 
average fund expenses and the stated hypothetical gross rate of return. The policy values are hypothetical for illustration 
purposes only Loans and partial withdrawals will decrease the death benefit and cash value and may be subject to policy 
limitations and income tax. 
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