
A Presentation For:

Life Insurance Opportunities: Post-American Taxpayer Relief Act

The Estate Planning Council of Central Pennsylvania 



Agenda

1. Policy Reviews
2. “Modernized” long-term care solution
3. Business planning post ATRA
4. Income Planning post ATRA
5. Estate Planning/Wealth Transfer

2



Policy Review
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Policy Reviews: Industry Opportunities
1. January 1, 2009 – Industry adopted a federally 

mandated decrease in mortality charges using CSO 
Table 2001
a) On average, cost of insurance charges have decreased by 

33%
2. Recent interest rate environment leave policies in 

distress.  Customized performance reports enlighten 
consumer

3. 2014 is the most advantageous year to gift assets in 
the history of the federal tax code
a) Never a better time to take care of your “stuff”
b) Transfer what you want, to who you want, when you want
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Discussion Points:
1. When was your existing policy last reviewed?
2. What was the philosophy behind purchasing your existing 

policy?
3. What formula did you use to determine the amount of 

coverage?
a) www.lifehappens.org

4. Does your policy have a bailout feature?
5. Will your policy accelerate if you become sick?
6. Is your policy performing up to expectations?
7. When was the last time you ordered a performance report of 

your policy?
8. Are your beneficiaries up to date?
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“Modernized” Long-Term 
Care Solutions
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Current state of LTC Insurance Industry
1. Major insurers who left the marketplace:

a) Aetna, Allianz, Conseco, Equitable, Guardian, Met Life, 
Nationwide, Penn Treaty, Principal, Prudential,
RiverSource, Unum

2. Major insurers who raised premium on 
policyholders:
a) All except one!
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Two Types of Life Insurance LTC Access

1. Chronic Illness 101(g)
a) Tax free acceleration of 

death benefit for chronic 
illness

b) Indemnity benefit
c) “free” rider
d) Actuarial adjustment on 

back end to beneficiary
e) Limited underwriting 

(table or better)
f) “is likely to last the rest 

of the insured’s life”

2. LTC Rider - 7702B
a) Tax free acceleration of 

death benefit for chronic 
illness

b) Indemnity or 
reimbursement (indemnity 
used in ILIT and Buy/Sell)

c) Additional cost
d) Dollar for dollar adjustment
e) Full morbidity underwriting
f) Will pay BOTH permanent 

and temporary claims (mild 
stroke, cancer, etc)
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Business Planning
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Business Planning Post ATRA
1. Fewer federal estate tax forms being filed
2. Fewer survivorship life insurance sales for life insurers
3. Insurers allocating resources to business succession 

planning
a) Complimentary business valuations
b) Buy/sell document review
c) Multi-life cases
d) Non-qualified planning
e) Increased life, annuity, disability sales
f) Split dollar creates arbitrage

15



Income Planning Post ATRA
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Income Planning Post ATRA
Higher exemption limits, higher income tax rates, & 
higher capital gain tax rates:

1. Income planning is the new estate planning
2. Higher exemption grants permission for life 

insurance to be included in gross estate
3. Tax favored nature of life insurance combats 

increase ordinary income and capital gain rates
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Qualified or Non-Qualified
Qualified Plans
a) Immediate tax relief
b) Higher exemption may 

allow life insurance to 
be owned by QP

c) Tax deductible 
premium

d) Must include all EE’s
e) Taxable retirement 

income

Non-Qualified Plans
a) Back-end tax relief
b) Higher exemption may 

allow life insurance to 
be owned by individual

c) After-tax premium
d) Discriminatory
e) Tax-free retirement 

income
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Q vs NQ (Pre-retirement)
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Q vs NQ (Post-retirement)
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Estate Planning Post-ATRA
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Estate Planning Post-ATRA
What clients want?
1. Can the estate assets produce the retirement 

income needed? 
2. Does gifting risk reducing the Net Worth below a 

client’s comfort zone? 
3. Will the gifting program produce effective results 

for the children? 
4. If so, how does using life insurance compare to 

not using it? 
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Does cash flow permit gifting?
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Confirm Lifestyle Will Not Change
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Best use of Gifts?
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Estate Planning with Life Insurance
1. Life Insurance IRR on death produces a favorable 

yield
2. Never a better time for gifting
3. Interest Rate arbitrage

a) Dual loans
b) Split dollar
c) Installment sale
d) GRAT
e) Premium Finance (Private and Commercial)
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Trust Equivalent IRR
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Paying Premiums With Arbitrage
$5,000,000 Loaned at .36% interest (September ‘14 AFR)

Assume 3% income return and $132,000 to premiums

Year Note Balance
Interest on 

Note 
(.36%)

Principal Income 
Generated 

(3%)

Arbitrage 
Amount Premiums Death Benefit

1 $5,000,000 $18,000 $5,000,000 $150,000 $132,000 $132,000 $2,500,000

2 $5,000,000 $18,000 $5,000,000 $150,225 $132,000 $132,000 $2,500,000

3 $5,000,000 $18,000 $5,000,000 $150,457 $132,000 $132,000 $2,500,000

4 ($5,000,000) - - - - - $2,500,000

Annual premiums of $132,000 for three years on an SGUL insurance policy for 
$2,500,000 of death benefit on Male, Age 65, and Female, Age 60, both Preferred Non 

Smokers. Policy remains paid up 
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Corporate and Private Split Dollar
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Private Financing Design

30



Thank you
Anthony J. Mento, CFP®

LIFE Brokerage, LLC
O: 609 270 4576
M: 609 500 4589
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