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program introduction

Policy Evaluation Program

In-force Ledger Review
Provide us with an in-force ledger on the existing policy showing the existing premium 
stream and outcome. If the existing premium stream is no longer projected to be sufficient 
to meet the client’s policy goals, we’ll provide an illustration with a recommended premium 
stream.

Underwriting
If a new policy appears to be a viable option, we will help you through the underwriting 
process and obtain a new policy.

Alternative Solutions
We’ll compare the in-force ledgers on the existing policy to alternative solutions utilizing 
newer, more efficient policies, if necessary. In some instances, the client’s situation may be 
greatly enhanced with the new policy. This may not work in all situations, but even if the 
result is an increased premium flow to “right” the existing policy, you will have done your 
client a favor.

The life insurance industry has experienced a general drop in the investment returns underlying permanent life insurance 
policies. Interest rates have been at historical lows and many equity markets have performed below their historic norms. 
Recent events in the capital markets have made the review of life insurance policies even more critical. At the same 
time, a new generation of life insurance products entered the marketplace with lower mortality charges, lower company 
expenses, and low cost guarantees*.

What does this mean for you?
It represents a great opportunity to visit with clients to enhance their existing life insurance portfolio. If you do not do it, 
someone else will!

We have a program to help you evaluate whether your clients’ policies are performing as they should. If they are not, we 
will help you identify solutions designed to improve the situation.

We make it easier to review your clients’ policies and help grow your business!
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*Any guarantees mentioned are subject to the claims paying ability of the issuing company.
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life insurance facts and figures from LIMRA*

Finding New Customers: Who is Buying Individual Life and Why?

•	The main reason buyers purchase life insurance is for income replacement, regardless of income or age. Other factors, 
such as paying final expenses or a mortgage, become more or less important in higher age or income groups, but no 
other reason approached the level of importance of providing an income for surviving dependents.

•	Consumers want guarantees. Nearly 8 in 10 buyers feel that it is very important that their premiums don’t change. 7 
in 10 want premium and death benefit guarantees. Even more interesting, 70% of universal life buyers want premium 
and death benefit guarantees. Many companies are offering guaranteed universal life products, and this suggests that 
they are responding to a strong desire from consumers for this type of protection.

Source: LIMRA (Life Insurance Marketing Research Association); Highlights from Finding New Customers, June 2005

Trillion Dollar Baby: The Sales Potential of the Underinsured Life Market

•	Life insurance remains an unmet financial need for many consumers — 22% of U.S. households have no life insurance 
protection at all.

•	Opportunities still exist in the life insurance market — 44% of U.S. households believe that they need more life 
insurance.

•	More consumers are considering life insurance — 27% of U.S. households plan to buy life insurance in the next 12 
months.

•	There is a large gap in coverage between the amounts of life insurance consumers actually own and what they believe 
they need. The report quantifies how much the industry could add to their coffers if consumers bought the amount of 
insurance that they say they still need.

Source: LIMRA (Life Insurance Marketing Research Association); Highlights from Trillion Dollar Baby, June 2005

After the Sale: What New Buyers Want From Their Insurers/Agents

•	Recent buyers want continued contact with their producer through a periodic financial review, most within two years 
of purchase.

•	People who purchase their life insurance policy from a producer or broker are much more likely to express interest in 
having a periodic financial review than those who purchase directly from an insurance company.

Source: LIMRA (Life Insurance Marketing Research Association); Highlights from After the Sale, December 2005

*LIMRA - Life Insurance and Market Research Association
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getting started

Identifying Your Potential Candidates

Part I — Your Clients
The first and most logical place to start is your present block of business. This is the business that you are responsible for 
and the business that is most important for you to review.  

Ask yourself:	

•	Do you have clients whose financial, business or personal situation has changed? A major part of this program is 
servicing your clients’ changing situations.  

•	Have you placed any rated cases? Have you contacted those clients about any health 
changes? Many ailments and illnesses are underwritten differently now than they were 
just a few years ago. Would they now be eligible for a Table Shave Program? Changes in 
Table Shave Programs over the last few years have created opportunities to improve your 
clients’ situations.

•	Have you written any Whole Life (WL) cases? New generation Guaranteed UL policies 
might be more competitive than WL in providing a guaranteed death benefit.

•	What were the biggest cases that you placed?

•	Have you received any in-force policy requests from your clients? More and more clients 
are requesting and expecting this service as they seek greater value for their premium 
dollars.

•	Have you performed any policy audits? If not, the Policy Evaluation Program (PEP) and its 
turnkey methodology is a great way to start the process.

•	Are you over 55? Have you been in the insurance business for more than 20 years? If so, you probably have a number 
of clients who may benefit from this analysis.

List 5 of your largest placed cases/or clients who would value a Policy Evaluation Program review. 

Client Name Policy Date Policy Premium/Policy Type

1.

2.

3.

4.

5.

Once you have identified those clients that you wish to meet with, you can use the Overview and FAQ to provide pre-
meeting information. Use the Prospecting Letter for Clients to create a letter for use on your letterhead. When you meet 

Complete 
this form 

and you will 
have at least 
15 qualified 

leads!

Page 1 of 2



with the client, use our Consumer Power Point presentation that walks through PEP and the need for frequent evaluations 
of life insurance policies.

Part II — New Prospects
Anybody with a current permanent life insurance policy is a prospect for this service. A customizable agent flyer provides 
you with an inexpensive method of generating interest. The Prospecting Letter for Prospects can be used on your 
letterhead. Use the Overview and FAQ to provide information once you have interest.

List 5 prospects you have spoken to in the last year who have large life insurance policies that could be reviewed.

Client Name Policy Date Policy Premium/Policy Type

1.

2.

3.

4.

5.

Part III — Advisors/Trustees/CPAs/Attorneys
Anybody who has advised a client on the purchase of life insurance, or is responsible for the maintenance of life insurance, 
is a prospect for the service. A customizable agent flyer provides you with an inexpensive method of generating interest. 
The Prospecting Letter for Advisors can be used on your letterhead. You can use a mailing list to contact CPAs, Trust 
Attorneys or Trustees. Use the Overview and FAQ to provide information once you have interest.

List 5 Advisors/Strategic Partners you have worked with who may recognize the value of PEP (CPAs, CFPs, Attorneys, Bank 
Trustees, etc.)

Client Name Policy Date Policy Premium/Policy Type

1.

2.

3.

4.

5.

Getting a Customized Report
Use the Fact Finder as the basis for gathering information about the insured. Place special emphasis on changes, including 
financial, business, and personal changes, as well as any health changes. Use a cover memo, if necessary, to provide 
pertinent information about the case. Send the information to us for processing. The turnaround time will be 1-4 weeks 
depending on the amount of time it takes to get in-force ledgers. We have no control over that. If you are not the Agent 
of Record, use the prototype Authorization Letter to create a letter for use on your letterhead. And to better assure you of 
being the Broker of Record for any alternative of additional coverage that may transpire as a result of this review, use the 
prototype Broker of Record Letter to create a letter for use on your letterhead.

Page 2 of 2



(Date)

(Client Name)
(Address 1)
(Address 2)
(City, State, Zip)

Dear (Client Name),

As you know, I am undertaking a life insurance policy review under the Policy Evaluation Program, as a 
service to you. After reviewing your present situation and analyzing your life insurance needs, I will be 
providing you with a detailed report on the current status of your life insurance portfolio. That report will 
show you how your policy has performed and provide you with a framework designed to help maximize the 
benefit of that policy going forward. As part of this process, we may analyze alternatives or additions to your 
present coverage.

Since I will be working with you on this process, I would like you to acknowledge that should it be deemed 
appropriate, that additional coverage be placed, I will be named as Broker of Record on the alternate or 
additional coverage.

Sincerely,

(Producer Name)

AUTHORIZATION

I authorize (Producer Name) to become my Broker of Record should additional or alternate coverage be 
placed.

	 Signature of Insured	 Date 	 Signature of Policyowner	 Date

	 Printed Name of Insured 	 Printed Name of Policyowner

Policy Evaluation Program

Sa m p l e Br o k e r o f Re c o r d Le t t e r

This letter is to be used to provide your firm with assurance that should you be able to provide 
a Policyowner with a better option, you will be named “Broker of Record” in any resulting 
insurance transaction.

For use with non-registered products only.	



For use with non-registered products only.
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program fact finder

In-force Illustration Design (Check all that apply)

�� Use original policy design as above

�� Change policy design

�� Guaranteed premium solve 
Pay premium for  years to solve for  at age 100

�� Premium solve 
Pay premium for  years to solve for  at age 100

�� Other 

�� Are there any loans against the policy’s cash value?     YES      NO     If yes, how much?

�� What is the policy’s cash value?                                             If different from the policy’s cash value, what is the 

policy’s cash surrender value?

Please submit a copy of the in-force ledger along with any other pertinent information.  
If you are not the Agent of Record, please provide Agent Authorization Letter.

Additional Notes (Include any changes in health status)

Unless specified, we will deliver to email listed above.  

Advisor Information
Name Phone Number Email Address

Client/Policy Information (Note: if there is more than one policy, attach additional Fact Finder(s) with relevant policy information.)

First Insured Name Date of Birth Proposed Underwriting Class (Indicate any health-related concerns in the Notes section)

Second Insured Name Date of Birth Proposed Underwriting Class (Indicate any health-related concerns in the Notes section)

Policy Number (Required for in-force ledger) Company Policy Type Policy Date

Original Policy Design

Premium: Pay  for  years
 
Interest Rate Assumption used in original illustration 

Outcome:  at age 100
 
Policy Purpose 

Original Purpose of Insurance
__Estate Planning     __Death Benefit     __Cash Value Accumulation     __Qualified Retirement Plan     __Buy-Sell
Is original purpose still valid for the policy?       YES      NO
Has the insured(s) health changed since policy was issued?     YES      NO
Has the insured(s) tobacco use status changed since policy was issued?     YES      NO

Interest Rate Assumptions

If WL or UL — Current or other 



Request for In-force Policy Illustration

Insurance Carrier

Insured(s)

Policy Number

SS# or Tax ID#

Please provide the following information for the insurance policy or policies listed above based on current assumptions:

1.	In-force illustration at current premium schedule

2.	In-force illustration showing minimum premium to endow

3.	Policy cost basis

4.	Other

Please forward the requested information to:

Policy Owner/Trustee Signature Policy Owner/Trustee Signature Date

Street Adress

City                                                                                         State                                         ZIP                                     Date

owner
Coordinated Concepts, LLC

owner
9712 Fair Oaks Blvd. Suite A

owner
Fair Oaks, CA 95628
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program checklist

Before you surrender your existing life insurance policy, indicate with a checkmark that you’ve read and understand 
each statement.

��A new life insurance policy has a two-year “incontestable” clause that may already have been satisfied 
with your existing policy.

�� If your present policy has existing loans, the transfer of the policy values may have potential tax 
consequences. 

�� If you terminate your existing life insurance policy, you will be taxed on the “gain” in the policy, which can 
be mitigated by the use of a 1035 Exchange.  

��Policies issued before June 21, 1988 may have tax benefits that are not available with the new policy being 
purchased since they are not subject to the rules governing Modified Endowment Contracts.

��Your old policy may have benefits not included in your new policy. The new life insurance policies contain 
new sales and acquisition costs and a new surrender charge period.

If you are making the decision to replace your existing policy with a new policy based on a sales 
illustration, indicate with a checkmark that you’ve read and understand this statement. 

��Life insurance sales illustrations contain guaranteed and non-guaranteed elements and policy 
performance will most likely differ from the illustrated values. The investment returns in the policy are 
based on Insurance Company directed accounts, which you cannot control.

If you are making the decision to replace your existing policy with a new policy based on a sales illustration 
that relies on “guaranteed assumptions,” indicate with a checkmark that you’ve read and understand each 
statement.

��Policy guarantees will only be as strong as the carrier backing them. You have reviewed the financial 
ratings of the selected carrier. 

��Financial ratings of the carrier chosen should be monitored, as they may change.

If you are considering a Section 1035 Exchange, indicate with a checkmark that you’ve read and 
understand each statement.

��The owner and insured on the “new” contract must be the same as under the “old” contract.

��The adjusted basis of the “new” contract is the total adjusted basis of all contracts exchanged. 

��You cannot exchange a second-to-die policy for a single-life or vice versa.
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program checklist

I have read and understand the information provided and have reviewed the advantages and 
disadvantages of replacing my permanent life insurance contract and believe that it is to my benefit 
to make this transaction.

    Policyowner Signature            	                      Date

(If policy is owned by a Trust, please have Trustee sign)

New York Disclosures and Acknowledgement
In accordance with the New York Insurance Law and New York 
State Insurance Department Regulation 60, I have been provided 
with the following forms: 1) “Definition of Replacement” 2) 
“IMPORTANT Notice Regarding Replacement or Change of 
Life Insurance Policies or Annuity Contracts” and 3) “Disclosure 
Statement.” I have read and understand the information contained 
in each of these forms. I have also discussed these forms and the 
proposed replacement of my life insurance policy and/or annuity 
contract with my agent and/or broker. As reflected by my execution 
of these forms, I believe that it is to my benefit to make this 
transaction.

_____________________________________ ______________
Policy Holder/Contract Holder Signature	     Date

The policyowner is considering replacing an existing policy on contract because: __________________________________________ .
By signing below, the Producer certifies that he or she: has reviewed the policyowner’s existing policy and understands the policyowner’s goals 
and objectives; believes that, considering all factors, replacement is in the best interest of the policyowner; and will review and complete with the 
policyowner all required insurance company approved forms and illustrations. 

For Producer Use:

Received by: 
				    Producer  Signature		     					               Date

New York Agent/Broker Certification
In accordance with the New York Insurance Law and New York 
State Insurance Department Regulation 60, I have provided the life 
insurance policy holder/annuity contract holder with the following 
forms: 1) “Definition of Replacement” 2) “IMPORTANT Notice 
Regarding Replacement or Change of Life Insurance Policies or 
Annuity Contracts” and 3) “Disclosure Statement.” I have discussed 
each of these forms with the policy holder/contract holder and have 
reviewed the existing policy/contract. Based upon my evaluation 
and understanding of the existing policy/contract and the policy 
holder’s/contract holder’s goals and objectives, and as evidenced by 
my completion and execution of the Definition of Replacement and 
Disclosure Statement forms, I believe that replacement is in the best 
interest of the policy holder/contract holder.

_____________________________________ ______________
Agent/Broker Signature	   		      Date
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Section II

Consumer Material

owner



(Date)

(Client Name)
(Address 1)
(Address 2)
(City, State, Zip)

Dear (Client Name),

When you purchased your permanent life insurance, you purchased a financial vehicle designed to last a 
lifetime. Life insurance is a complex financial instrument and like all financial vehicles it should be monitored 
to make sure that it is performing as expected.   

That is why I am excited to be able to offer you access to the Policy Evaluation Program. This program will 
provide you with a review of your present policy.  It is designed to compare the actual performance of the 
policy to what we had hoped for when you originally purchased the policy.

Recent events in the capital markets have served to complicate matters and have made the review process an 
even more critical service for you to provide your clients.

The goal of the Policy Evaluation Program is to help ensure that your policy is performing as originally sold. 
The review is offered as a service to you.  

I will contact you shortly to review the features of this Program. The conversation will take just a few 
moments of your time.  It will be time well spent.

Sincerely,

(Producer Name)

Policy Evaluation Program

Sa m p l e Pr o spe   c t i n g Le t t e r

This letter is to be used with those clients that purchased their existing life insurance through 
you. It can be used along with either one of the customizable consumer flyers.



(Date)

(Prospective Client Name)
(Address 1)
(Address 2)
(City, State, Zip)

Dear (Client Name),

When you purchased your permanent life insurance, you purchased a financial vehicle designed to last a 
lifetime. Life insurance is a complex financial instrument and like all financial vehicles it should be monitored 
to make sure that it is performing as expected. Changes in the investment climate in the last few years may or 
may not have affected the performance of your life insurance policy, recent events in the capital markets may 
have placed your policy’s performance in jeopardy, yet changes in the life insurance marketplace may provide 
you with an option to improve your situation. 

That is why I am pleased to be able to offer you access to the Policy Evaluation Program. This program will 
provide you with a review of your present policy. It is designed to compare the actual performance of your 
policy to what you had hoped for when you originally purchased the policy.

The goal of the Policy Evaluation Program is to help ensure your policy is performing as originally intended. 
The review is offered as a service to you.  

I will contact you shortly to review the features of this Program. The conversation will take just a few 
moments of your time. It will be time well spent.

Sincerely,

(Producer Name)

Policy Evaluation Program

Sa m p l e Pr o spe   c t i n g Le t t e r

This letter is to be used with those prospects that did not purchase their life insurance through 
you. It can be used along with either one of the customizable consumer flyers.

For use with non-registered products only .



(Date)

(Fiduciary Name)
(Address 1)
(Address 2)
(City, State, Zip)

Dear (Prospect Name),

If you are responsible for and concerned about the performance of a life insurance policy on the life of one or 
more of your clients you may be interested in what I have to say.

The life insurance industry has gone through great turmoil in recent years, with the economic environment 
adding to the issues. The rates of return for many existing policies are well below the historic averages. The 
result – many life insurance policies will not perform as intended.  Recent events in the capital markets 
have only served to complicate matters and, in turn, have increased the need to review your client’s policies. 
Further, with the adoption of the Uniform Prudent Investors Act (UPIA)*, the fiduciary threshold for trustees 
has risen dramatically to the point where beneficiary litigation is highly probable.

If left unattended, some life insurance policies could lapse.  

That is why I am excited to be able to offer you access to the Policy Evaluation Program. This program will 
provide you with a review of your client’s present policy. It is designed to compare the actual performance of 
the policy to what was expected when the policy was originally purchased.

The goal of the Policy Evaluation Program is to help ensure your client’s policy is performing as originally 
intended. This review is offered as a service to you to introduce you to my practice.    

I will contact you shortly to review the features of this Program. The conversation will take just a few 
moments of your time. I think you will agree that it will be worthwhile and time well spent.

Sincerely,

(Producer Name)

Policy Evaluation Program

Sa m p l e Pr o spe   c t i n g Le t t e r

This letter is to be used with CPAs, Trust Attorneys, etc. who have clients that have purchased 
life insurance. It can be used along with either one of the customizable consumer flyers.

For use with non-registered products only.	

*As of June 2010, the UPIA has been adopted by all but six states.
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are you truly covered?

The Importance of Reviewing Your Current Life 
Insurance Policy
When you purchase a permanent life insurance policy, you are purchasing a 
financial vehicle that is designed to last a lifetime. Yet a policy is often tucked 
away and forgotten, with no thought to evaluating ongoing performance. 

This is unfortunate. 

A permanent life insurance policy is unlike any other financial vehicle. It has 
an investment component with an underlying cost structure based on health 
assumptions. And the strength of the policy relies on many variables that are 
constantly changing.

The Policy Evaluation Program (PEP) allows you and your agent to review your 
current policy to determine if it is performing as expected.

Plan Highlights

•	 You will receive valuable information on the state of the life insurance 
marketplace today.

•	 PEP provides an in-depth analysis of the present condition of the existing life 
insurance policy in an easy-to-read format.

•	 This analysis allows you to easily see all of the options that might be 
available if alterations or modifications must be made to your policy.

•	 PEP can help you review the value of your policy.

For further information about the Policy Evaluation Program, 
please contact:

Permanent life 
insurance is a 
complex financial 
instrument which 
should periodically 
be reviewed to 
gauge actual policy 
performance against 
original expectations.
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have you looked at your life insurance lately?

Below are four examples where it paid to have life insurance policies evaluated.

No matter what sort of life insurance policy or policies you have, you have nothing to lose and potentially much to 
gain by allowing your policies to be evaluated.

For further information about the Policy Evaluation Program, please contact:

Client #1
A 50-year old female had four whole life policies with a 
total combined coverage of $265,000. The net cash value 
was $79,000 with an ongoing annual premium to age 65 
of $2,500 per year on two of the four policies.

•	Four policies were reduced to one.
•	$55,000 of the cash value was used as a single premium on the 

new policy with a death benefit of $266,000 guaranteed to age 
120.

•	$24,000 in cash value was taken out free of federal income tax.
•	No additional premium was required resulting in $37,500 

in premium savings over 15 years compared to the previous 
insurance program.

Client #2
A 57-year old male owned two whole life policies and one 
term policy with a total combined coverage of $385,000. 
One policy had an outstanding loan balance of $36,000. 
Net cash value was $38,000, and ongoing annual premium 
was $9,800 per year on all three policies. His needs had 
changed and he no longer required the coverage for the 
full term.

•	Three policies were reduced to one.
•	The new policy was a 15-year level term policy with a 

$400,000 death benefit and an annual premium of $2,800.
•	The premium savings over 15 years compared to the prior 

insurance program was $105,000.
•	The policy with the outstanding loan balance was cancelled.
•	The loan was carried over to the new policy through the 1035 

exchange and was extinguished via efficient policy design.

Client #3
A 75-year old male owned three fixed UL policies 
with combined coverage of $827,000. The total 
cash value in all policies is $225,000. All policies 
were scheduled to lapse at age 88. His father is 99 
so he was concerned about longevity.

•	Three policies were reduced to one.
•	All cash values were 1035 exchanged into the new policy.
•	The new policy was guaranteed* to age 120 with a new death 

benefit of $945,000.
•	No additional premium was required.

Opportunity Results After Full Review

Client #4
A husband and wife ages 76 and 62 own a $880,000 
survivorship policy. The policy’s cash value is $153,000.  
The in-force illustration indicated that the policy’s 
guarantees will remain intact to maturity and no other 
premiums are needed. The clients wanted to see if 
there is a better situation available.

•	All survivorship products available with us were reviewed 
and the top three performers were illustrated using a 1035 
exchange of all funds.

•	We were unable to find a policy that outperformed their 
current policy.

•	We recommended that the policy owner retain the current 
policy but should continue to monitor its future performance.



PolicyEvaluationProgram

program overview

For use with non-registered products only 

1.	 A life insurance policy is a complex instrument. A “sales 

illustration” that combines medical information and 

financial projections was created to help the consumer 

make a purchasing decision. Unfortunately the only thing 

we’ve found to be true is that the illustrated values are 

approximations and may not occur exactly as shown. As a 

result life insurance policies should be reviewed regularly to 

make sure that they can fulfill their objectives and meet the 

owner(s) needs.

2.	 It is important that the information given in the Fact Finder is 

correct and complete. An in-force ledger is a re-projection of 

the “sales illustration” using the current assumptions on the 

policy going forward.  

3.	 The report generated using the in-force ledgers provides a 

financial analysis of the current policy and can provide internal 

rate of return (IRR) on death benefit and cash values, as well 

as other statistics. If needed, the premium funding is analyzed 

to provide alternative solutions to reaching the initial goal. 

In some situations, alternative policies may be analyzed if 

appropriate.

4.	 If the policy goals are met, no further analysis is needed.

5.	 Policies should be reviewed at least every two years, even if 

performance is satisfactory.

6.	 If policy performance is not what was expected, the report 

will show alternative funding to help reach the original goal. 

By monitoring the policy often, potential modifications to 

policy premium will be less drastic.

7.	 The client will work with his/her financial professional to make 

sure that the necessary changes are made to the policy. 

8.	 There may be certain situations when the use of a new, more 

efficient policy may be contemplated. This would only be 

undertaken if there were specific and clear benefits to the 

policyholder.

9.	 If the client decides that alternative policies will be evaluated, 

we provide a guide for the evaluation process.  

Ideal Candidates: Individuals or entities with permanent life insurance policies that would like an evaluation to 
determine if their policies are performing as expected.  

The policyowner decides to take part in the Policy Evaluation Program. 
A Fact Finder is filled out and related documents and  

information submitted. 

(1)

“In-force” ledgers for the existing policy are obtained using the
Fact Finder and submitted information.

(2)

If the existing 
policy is 

performing as 
expected or better. 
No further analysis 

is required.

(4)

We create a detailed report including an introduction, spreadsheet 
analysis of the “in-force” ledgers, and any alternative solutions.

(3)

If the existing policy 
is not performing  

as expected, 
alternative premium 
funding to reach the 

initial goal will be 
analyzed.

(6)

If appropriate, 
alternative policies 
will be analyzed.

(8)

Even if the existing 
policy is performing 

as expected or 
better, it should be 
re-evaluated in the 

coming years.

(5)

If changes are 
needed to the policy 

funding to reach 
the initial goal, or 
a change is made 
to the initial goal, 

the client will work 
with a financial 

professional to make 
changes.

(7)

If alternative 
policies are 

reviewed, the client 
will work with his 
or her financial 

professional 
to make sure 

that this choice 
is appropriate. 
We include a 

Checklist for Policy 
Replacement for 

all situations where 
policy replacement 
is contemplated.

(9)

Performing as or 
better than expected

Not quite up to par 
but can be tweaked

Requires major 
renovations

A B C
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frequently asked questions
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*Any guarantees mentioned are subject to the claims paying ability of the issuing insurer and subject to premiums being paid on time.

What is the Policy Evaluation Program?
It is a program designed to provide pertinent information for, and a systematic analysis of, a permanent life insurance policy that is presently 
in force. The program is designed to give life insurance consumers an understanding of their policy performance, with an eye toward 
maximizing value. It is a program that was precipitated by dramatic changes in the life insurance marketplace in the last decade. All life 
insurance policies should be periodically reviewed to gauge actual policy performance against original expectations to make sure that the 
policy will reach the intended goals.

Is there any cost for this service?
No, this is a complimentary service.

What are the components of the Program?
A report is generated on each policy that consists of the following: 

•	An introduction that succinctly discusses the changes that have occurred in the life insurance 
marketplace.  

•	 In-force ledgers of the existing policy with different funding options or goals.
•	A one-page spreadsheet analysis of the “in-force” ledgers showing the Internal Rate of Return 

(IRR) of the death benefit and assumed cash values at various intervals, the number of years that 
the policy will stay in-force under current assumptions, and the number of years the policy is 
guaranteed* to stay in-force.

If appropriate, the report may include optional policy alternatives, but only if there is a distinct client 
advantage.   

What is an in-force ledger?
Different from an annual statement which is a snap-shot of a policy’s performance, an in-force ledger is a “re-projection” of the values 
of a permanent life insurance policy that is already in-force.  An in-force ledger uses a policy’s cash values as of the date of the “in-force” 
ledger and then projects values into the future based on premium levels and other variables that can be chosen. It is a way to analyze the 
performance of the policy versus the original projections. The effect on the policy of changing premium levels, death benefits, etc., can be 
analyzed.

What factors may affect the performance of existing permanent life 
insurance policies?
There are three major factors that affect the performance of a life insurance 
policy:

•	The first is the interest rate return on the underlying investment that 
provides the cash value in the policy. In Universal Life (UL) and Whole Life 
(WL) policies this investment account is in Insurance Company-directed 
investments. As you can see from the chart to the right, it consists mostly 
of bonds, with some real estate assets.  In Variable and Variable Universal 
Life (VUL) policies the cash value is invested in separate accounts with the 
asset classes chosen by the policyowner. 

All life insurance 
policies should be 
periodically reviewed 
to gauge actual 
policy performance 
against original 
expectations and to 
make sure that the 
policy will reach the 
intended goals.

Data from Vital Signs EOY 2009

Life Insurance Carrier Investments
Average of Top 100 Carriers
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•	The second factor is the expenses in the policy, including the acquisition costs (commissions, underwriting expenses, etc.).
•	And the third factor is the actual mortality charges within the policy.

Of the three factors noted, the one that most affects the actual performance of the policy versus that projected in the sales illustration is 
the interest rate obtained. The actual expenses and mortality charges used in original illustrations are easier to project and predict than the 
investment return. In all illustrations there is an assumed projection and a guaranteed projection. The assumed projection is a “best guess” 
of what will occur in the policy going forward using the current assumptions for expense, mortality and investment return. The guaranteed 
projection uses only those factors that are guaranteed when it projects the outcome. If the actual current interest rate that is obtained in the 
policy is less than the projected rate, the policy will not perform as well as expected.

How have actual investment returns affected the expected performance 
of existing policies?
Over the course of the last 24 years, the interest rates on UL policies for the 
most part have dropped, as demonstrated by this chart. The chart represents 
the actual credited interest rates on a particular UL policy issued by a major 
life insurance carrier. In 1984 when the policy was introduced to the market 
the current interest rate was almost 12%; since that time the current rate has 
dropped to the point where, in 2005, the current rate was below 4.5%. We 
have seen an increase in crediting rates during the last couple years.

Although WL policies operate differently than UL policies, the underlying 
investment returns will be similar. However, in a WL policy the dividends 
represent a “return of premium” that is dependent on not just the investment 
returns but also the “gains” in the mortality and expenses (the actual experience is less costly than what was illustrated.)

In Variable Life and Variable Universal Life (VUL) policies, the investment returns depend on the performance of the separate accounts 
chosen by the policyowner. The separate accounts are managed by fund managers, similar to many open ended funds, and can invest in 
a mix of stocks, bonds or other products based on the can investment and risk tolerances of the underlying fund. In some instances the 
anticipated returns in these policies have lagged. The drag caused by the lower returns in the life insurance policies purchased causes actual 
cash values to be lower than the original illustrated values. If investment returns lag for an extended period of time, the policy may lapse, or 
at least a higher premium will need to be contributed for the policy to reach the original goals.   

As you can see from the table below, the investment return in the policy can dramatically affect the amount of premium that needs to be 
contributed to reach a goal.

From proprietary information from a highly rated insurance carrier.

UL Interest Rates

Premium Needed to Fund Policy to Age 100 at Different 
Credited Interest Rates

at 7.5% at 5%

$13,500 $18,500

Assumes $2.5M Universal Life policy for a male, age 45 and preferred non-smoker, paying premium all years 
with $100,000 cash value at age 100.
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The analysis on the previous page shows the affect of an interest crediting rate on the performance of a Universal Life policy. The 7.5% 
credited rate approximates the rate paid on UL policies a decade ago. The 5% rate is in line with what most UL policies are crediting today. 
As you can see, it would take approximately 35% more premium at the lower interest rate to keep the policy from lapsing before age 100, 
assuming the lower interest rate and the lower premium funding the policy lasts only to age 83 which is less than expected mortality.

Have recent events in the capital markets affected my policy’s performance?
Yes. Market results can and will affect a policy’s performance. In the case of variable products, less than anticipated market results may not 
allow a policy to equal its originally projected results.

As shown in the previous section, general account products tend not to be as affected by market fluctuations as variable account products 
due to their underlying investments. Nevertheless, fluctuations in the marketplace may cause the respective current dividend scales and 
current interest rates of return for whole life and general account universal life products to be lower than projected.

If crediting rates are not met, a policy may not meet the policy owner’s needs. The recent volatility in the capital markets has only served to 
make the need for current policy review all the more critical.

How have the expense and mortality charges in a life insurance policy changed?
Over the last 10 to 15 years, both the expense and mortality costs for life insurance policies have 
dropped. The mergers and acquisitions within the life insurance marketplace have affected expenses 
within the policy, which include all of the costs of issuing a policy. This has created a much more efficient 
marketplace, as technology and economies of scale reduce the costs of doing business. Commissions to 
the agent have been reduced as life insurance manufacturers react to a more competitive marketplace. 
Lastly, demutualization, in which a life insurance carrier changes from a mutual company (owned by the 
policyholders) to a stock company (owned by the shareholders) has created more efficient policies for 
two reasons: (1) Demutualization opens up the capital market for the life insurance carrier to expand and 
acquire other companies; (2) Once it becomes a stock company, the carrier is forced to become more 
competitive since it must answer to stockholders.  

Mortality charges have dropped yearly as medical improvements and better health habits contribute to 
a longer life for most Americans. An article in Trusts and Estates magazine reported a 1998 study that 
showed that in 75% of trust policies that were at least 5 years old, the death benefit could be increased 
by 40% without any increase of premium. The lower mortality costs are resulting in more efficient 
policies. A copy of the article is available upon request.

How are the expense and mortality gains reflected in existing life insurance policies?
As stated before, permanent life insurance policies are issued with the expectation that the policy will use the current life insurance costs, 
including mortality expenses. Improvements to the mortality costs in the life insurance marketplace are typically not reflected in existing 
policies, but may be in newer policies, as the carriers introduce new products. So, the gains that can be seen in the marketplace may or may 
not be reflected in the policies owned by existing policyholders. Because of the competitive nature of the marketplace, many insurers use the 
gains that are created to lower costs on new policies.

An article in 
Trusts and Estates 
magazine reports a 
study that showed 
that in 75% of trust 
policies that were at 
least 5 years old, the 
death benefit could 
be increased by 40% 
without any increase 
of premium.1

1 From 1998
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What will the Policy Evaluation Program tell me about my existing policies?
The final report will provide you with the guidance needed to see if your policies are on track to reach their goals.  If they are on track, then 
no further steps will be needed. If however, they are not on track to reach their goals, an analysis will be made to show options. Typically, 
these will include raising or lowering premium levels or altering the goals in the policy. This can be accomplished usually by raising or 
lowering the death benefit.

What will I have to do to take part in the Program?
Your insurance profesional will be asked to fill out a Policy Evaluation Program Fact Finder. An in-force ledger for the policy will be required 
if available. You may be asked to sign a document allowing your insurance professional to gather information about your policie(s) from the 
life insurance carrier(s) issuing the policie(s). And if warranted, you may be asked to fill out information on your present health situation.

Are carrier ratings important?
If you are making the decision to replace an existing policy with a new policy based on a sales illustration that relies on “guaranteed 
assumptions”, understand that the policy guarantees will be only as strong as the carrier backing them. Review the ratings of the selected 
carrier against this listing of top ratings. A company’s ratings should be monitored for change.
In addition to the ratings, it is wise to select a carrier that has a favorable Comdex rating. The Comdex rating is the average percentile 
ranking for all of the ratings received by a company. As such, it is not another rating, but rather an objective scale that can be used to easily 
compare the ratings of different companies.

AM Best Fitch Ratings Standard & Poors Moody’s
A++ (Superior) AAA (Exceptionally Strong) AAA (Extremely Strong) Aaa (Exceptional)

A+ (Superior) AA+ (Very Strong) AA+ (Very Strong) Aa1 (Excellent)

A (Excellent) AA (Very Strong) AA (Very Strong) Aa2 (Excellent)

A- (Excellent) AA- (Very Strong) AA- (Very Strong) Aa3 (Excellent)

B++ (Very Good) A+ (Strong) A+ (Strong) A1 (Good)

B+ (Very Good) A (Strong) A (Strong) A2 (Good)

B (Fair) A- (Strong) A- (Strong) A3 (Good)

B- (Fair)
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Generic Universal Life
Inforce Life Insurance Illustration

Tabular Values

Male, 72, Select Preferred TobaccoPrepared for: Joe Client

Policy: Generic Universal Life
Death Benefit Option: Level Death Benefit Option (1)

Face Amount: $500,000

Policy Number: 123456789
Issue Date: December 27, 1999
Planned Premium: $17,831.36

Premium Frequency: Annual

SAM
PLE

Prepared for:

Joe Client

Policy Number:

123456789

Presented by:

ABC Insurance Company

August 25, 2010

In-Force Basic Life Insurance Policy Illustration

Generic Universal Life
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Generic Universal Life
Inforce Life Insurance Illustration

Tabular Values

Male, 72, Select Preferred TobaccoPrepared for: Joe Client

Policy: Generic Universal Life
Death Benefit Option: Level Death Benefit Option (1)

Face Amount: $500,000

Policy Number: 123456789
Issue Date: December 27, 1999
Planned Premium: $17,831.36

Premium Frequency: Annual

SAM
PLE

Values in the guaranteed columns reflect guaranteed interest, guaranteed cost of insurance rates and guaranteed expense loads.
Values in the current interest rate columns reflect a 4.40% current interest rate, current cost of insurance rates and current expense
loads. Actual rates of return may be more or less than shown. As provided in the Fund Value Interest Calculations provisions of the 
policy, the credited interest rate will be increased by 0.25% in the 10th policy year, another 0.25% increase in the 20th policy year, 
another 0.25% increase in the 30th policy year, and another 0.25% increase in the 40th policy year. In addition, none of the assumed 
increases would be paid on borrowed funds. Based on Home Office records as of 06/30/2008. See attached page for footnotes, 
assumptions and explanations.

Year

8
9

10
11
12

13
14
15
16
17

18
19
20
21
22

23
24
25
26
27

28

Age
End
Year

80
81
82
83
84

85
86
87
88
89

90
91
92
93
94

95
96
97
98
99

100

Premium
Outlay

Beg Year

0
17,831
17,831
17,831
17,831

17,831
17,831
17,831
17,831
17,831

17,831
17,831
17,831
17,831
17,831

17,831
17,831
17,831
17,831
17,831

17,831

Fund 
Value

End Year

46,865
31,732
11,144

0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0

Cash
Surrender 

Value
End Year

30,139
16,032

0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0

Death
Benefit

End Year

500,000
500,000
500,000

0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0

Fund
Value

End Year

64,897
74,327
84,668
95,793

107,764

120,644
134,503
149,414
165,457
182,720

201,293
221,277
243,374
240,929
235,442

226,041
211,637
190,283
159,588
116,150

55,055

Cash
Surrender

Value
End Year

48,171
58,628
69,992
82,118
95,139

109,070
124,002
140,064
157,383
176,095

196,393
218,502
243,374
240,929
235,442

226,041
211,637
190,283
159,588
116,150

55,055

Death
Benefit

End Year

500,000
500,000
500,000
500,000
500,000

500,000
500,000
500,000
500,000
500,000

500,000
500,000
500,000
500,000
500,000

500,000
500,000
500,000
500,000
500,000

500,000

3.00% Guaranteed
Interest Rate

4.40% Current
Interest Rate
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Generic Universal Life
Inforce Life Insurance Illustration

Tabular Values

Male, 72, Select Preferred TobaccoPrepared for: Joe Client

Policy: Generic Universal Life
Death Benefit Option: Level Death Benefit Option (1)

Face Amount: $500,000

Policy Number: 123456789
Issue Date: December 27, 1999
Planned Premium: $17,831.36

Premium Frequency: Annual

SAM
PLE

Based on Home Office records as of 06/30/2008.

Values and benefits illustrated based on non-guaranteed elements are not guaranteed. The assumptions on

which non-guaranteed values are based are subject to change by the insurer and actual results may be more or less favorable.

Illustrated results of this insurance policy may change with variations in interest rates, cost of insurance,

expense charges and the frequency, timing and amount of payments. Cash values may be less than Fund Values due to the impact 

of charges described in the policy. Actual rates of return may be more or less than those shown.

Values were calculated using cost of insurance rates and assumed investment returns as indicated and include any increases in 

coverage and charges for riders, if elected. The effective annual yields are hypothetical and are neither a guarantee nor estimate 

for the future.

Current costs of insurance are not guaranteed nor are they estimates for the future. The guaranteed interest rate on this policy is 

3.00%. The current interest rate is determined by the Company on a monthly basis.

This illustration assumes no outstanding loans.

Net outlay is based on a tax bracket of 28%. The fully allocated expense method is used to allocate overhead expenses for all 

illustrations.

IMPORTANT TAX INFORMATION

As illustrated, this policy would not become a Modified Endowment Contract (MEC) under the Internal

Revenue Code. Changes made to the policy may cause the policy to become a MEC.

Withdrawals and distributions are subject to income tax to the extent they exceed the policy’s cost basis. If the policy is a MEC, 

withdrawals and loans are taxable to the extent of gain and are subject to a 10% tax penalty.

Death benefit proceeds from this policy are generally excludable from the beneficiary’s gross income for income tax purposes 

(IRC Section 101(a)(1)). Policy loans on non-MEC policies are not treated as distributions or subject to income tax (IRC Section 72). 

However, if the policy is not held until death, taxes are generally due on surrender or lapse and may in fact exceed the policy’s Net 

Surrender Value if prior loans and surrenders were extensive.

The information provided above is not written or intended as tax advice and may not be relied on for purposes of avoiding any 

federal tax penalty. Individuals are encouraged to seek advice from their own personal tax or legal counsel.
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The economic conditions of the last few years have made it prudent to review all of your financial 

instruments. Low interest rates and a volatile equity market have negatively affected some 

portfolios. This has caused some to re-visit and even re-think their investment strategies and goals. 

Recent low interest rates have sparked an unprecedented rise in home mortgage refinancing, 

with some homeowners refinancing their home mortgages multiple times, each time gaining an 

economic advantage.

The historic low fixed interest rates and equity market volatility that we have experienced can 

drastically affect the underlying cash value in a permanent life insurance policy. The cash value, 

depending on policy type, is invested primarily either in fixed instruments, such as mortgages and 

bonds, or stocks.

The life insurance industry has undergone many changes in the last decade. As the average 

lifespan increases, the cost of life insurance coverage comes down. New, more efficient policies 

are introduced to the marketplace as the marketplace adjusts to a more competitive environment 

brought on by mergers and demutualization within the industry, and increased customer 

sophistication. The consumer simply demands greater value and the marketplace adjusts.

Recent events in the capital markets have only served to complicate matters and have made the 

need to review current life policies all the more critical.

The purpose of the Policy Evaluation Program is to provide you with the vital information that you 

need to evaluate your present life insurance policy and provide an analysis of the options that you 

have in policy funding and positioning in order to help maximize the benefit of your life insurance 

coverage.

foreword
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The information included in the analysis of your present policy is based on in-force ledgers obtained 

from the insurance carrier providing your coverage. An in-force ledger is a “reprojection” of the 

values of a permanent life insurance policy that is already in force. It inputs the cash values as of the 

date of the in-force ledger and then projects values into the future based on premium levels and 

other variables that can be chosen. It is a way to analyze the performance of the policy versus the 

original projections. The effect on the policy of changing premium levels, death benefits, etc., can 

be analyzed.

Key Terminology Used in Analysis

Net Present Value (NPV)
This represents what the total cost of future premiums going forward, plus the existing 

Cash Surrender Value are worth today, adjusted for the Time Value of Money, based on the 

specified interest rate (discount rate) being used in the comparison. This is an ideal way to 

compare varying premiums over varying payment periods.

Internal Rate of Return (IRR)
This is the compounded rate of return on the total premiums going forward, plus the 

existing Cash Surrender Value vs. either the Cash Value or Death Benefit received at the 

same point in time.

Years Death Benefit Guaranteed*
This is the number of years that the policy is guaranteed to run, assuming premiums are 

paid as shown. The guarantee* will remain in force no matter what happens to investment 

returns or mortality charges.

policy analysis

*Any guarantees mentioned are subject to the claims paying ability of the issuing company.
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The financial stability of the life insurance carrier you select is very important. The following Life 
Insurance Financial Profile provides you with an up to date report on the carrier or carriers listed in 
this report. This profile should be reviewed periodically as carrier financial condition can change. 
The guide below ranks the ratings in a Numerical Equivalence indicating where that particular rating 
falls in the rating scale. For example, A is the third highest rating for A.M Best, but AA is the third 
highest rating for Fitch and Standard & Poors.

The Comdex is a composite index based on the ratings received by a company from the ratings 
services. It is the average percentile ranking for all of the ratings received by a company. As such, it 
is not another rating, but rather an objective scale that can be used to easily compare the ratings of 
different companies.

# AM BEST FITCH RATINGS STANDARD & POORS MOODY’s

1 A++ (Superior) AAA (Exceptionally Strong) AAA (Extremely Strong) Aaa (Exceptional)

2 A+ (Superior) AA+ (Very Strong) AA+ (Very Strong) Aa1 (Excellent)

3 A (Excellent) AA (Very Strong) AA (Very Strong) Aa2 (Excellent)

4 A- (Excellent) AA- (Very Strong) AA- (Very Strong) Aa3 (Excellent)

5 B++ (Very Good) A+ (Strong) A+ (Strong) A1 (Good)

6 B+ (Very Good) A (Strong) A (Strong) A2 (Good)

7 B (Fair) A- (Strong) A- (Strong) A3 (Good)

8 B- (Fair) BBB+ (Good) BBB+ (Good) Baa1 (Adequate)

9 C++ (Marginal) BBB (Good) BBB (Good) Baa2 (Adequate)

10 C+ (Marginal) BBB- (Good) BBB- (Good) Baa3 (Adequate)

11 C (Weak) BB+ (Moderately Weak) BB+ (Marginal) Ba1 (Questionable)

12 C- (Weak) BB (Moderately Weak) BB (Marginal) Ba2 (Questionable)

13 D (Poor) BB- (Moderately Weak) BB- (Marginal) Ba3 (Questionable)

14 E (Under Reg Supervision) B+ (Weak) B+ (Weak) B1 (Poor)

15 F (In Liquidation) B (Weak) B (Weak) B2 (Poor)

16 B- (Weak) B- (Weak) B3 (Poor)

17 CCC+ (Very Weak) CCC+ (Very Weak) Caa1 (Very Poor)

18 CCC (Very Weak) CCC (Very Weak) Caa2 (Very Poor)

19 CCC- (Very Weak) CCC- (Very Weak) Caa3 (Very Poor)

20 CC (Very Weak) CC (Extremely Weak) Ca (Extremely Poor)

21 C (Very Weak) R (Under Reg Supervision) C (Extremely Poor)

22 DDD (Distressed) NR (No Rating/Implication)

23 DD (Distressed)

24 D (Distressed)

carrier financials
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