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NEW YORK’S
CLIENTS BEST
INTEREST RULE

FOR LIFE INSURANCE
FOUND

CONSTITUTIONAL

Debevoise
Plimpton

“On October 20, 2022, the New York State
Court of Appeals constitutionally affirmed the
nation's first client’s best interest regulation
for life insurance and annuities.”

The regulation requires the use of " care, skill,
prudence, and diligence that a prudent

person”... would use to Justify costs
relative to benefits, to evaluate the

reasonableness of performance
requirements, and to assess risks of

under-performance relative to the client’s
risk tolerance... AKA fiduciary language.
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THE OLD STANDARD OF CARE

= ASSUMPTIONS:

= Male age 50, Preferred health, NS, NY resident, $10,000,000 face amount, endow at age 120
= 5.5% conservative annual return expectation, not guaranteed, permanent coverage
= Ratings among the top 10% of all life insurers

INSURER A INSURER B

$10,000,000 face amount $10,000,000 face amount
Annual Premium $114,081 Annual Premium $124,000

DB IRR at age 85 4.64% IRR at age 85 4.24%

Cash @ age 85 $5,865,793 Cash value age 85 $6,453,547
Cash IRR at age 85 1.64% Cash IRR at age 85 2.10%

Based on these facts which policy would you choose if the clients goal was death benefit?

FI NAN C |AI_ 2023 Steven S. Zeiger. All rights reserved.
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THE NEW STANDARD OF CARE

LET’S ADD ADDITIONAL FACTS AS REQUIRED BY FINRA 2210/2011, UPIA, REG 187, CFP BOARD:

INSURER A INSURER B
$10,000,000 face amount $10,000,000 face amount
Annual premium $114,081 Annual Premium $124,000

TOTAL INTERNAL COST TO AGE 100 $8,530,402 TOTAL COSTS TO AGE 100 $5,400,000

Prepared For: Valued Client /! Male/50/Preferred Nontobac

Annual Cost Summary
Premium

|
|
|

Percent Of Net

Premium Premium  Admin & Base  Total Loan Investment EoY Death
Yr Age Outlay  Charge  Per1000 Rider col Balance  Withdrawal  Gain/Loss cv Benefit
41 -] 14,081 6,845 120 0 Q a 33976 0 (1] 288154 6,115423 10,000,000
42 92 114,081 5 A48 120 0 a a 166 542 ] 1] 290,380 6,148.277 10,000,000
41 93 114,081 6,845 0 a a 419216 a a 90,532 6,124,710 10,000,000
44 a4 114,081 6,845 0 0 a 465,745 0 i} 288 316 6,054 397 10,000,000
45 a5 114 081 6,645 0 0 474 247 Q Q 284 6505 5,971,261 10,000,000
48 96 114,081 65,845 0 1] ) 485 828 Q Q Z80.414 5872964 10,000,000
47 a7 174,081 5,045 0 a ] 461,119 1] 1] 276,302 5,796,263 10,000,000
48 1] 114, 081 B 845 0 a a 432 Ae3 1] 1] 273272 5,742 754 10,000,000
45 ae 114,081 6,64 0 1] a 401 302 (1] 1] 271,544 5,720,116 10,000,000
50 100 114 081 B, 0 0 a 366 639 0 1] 271335 5,731,928 10,000,000
Total 5,704,050 342,241 0 ] 0 7.189.136 0 7.906.7T9%

= Disclose costs, Investigate Costs, Justify costs

= This comparison is designed to explain why illustrations and illustration comparisons are considered
“misleading”, “fundamentally inappropriate” by FINRA, OCC, SOA. Hypothetical example, not a solicitation
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Life insurance is often integral to planning...
[

S|TUAT|ON Income Tax-Free Death Benefit

= |RC Section 101(a)(1) states in general that “gross income does
not include amounts received under a life insurance contract, if
such amounts are paid by reason of the death of the insured.”

Tax-Deferred Growth of Cash Value

= Cash value increases in a life insurance policy are not taxed to
the policyholder as long as the policy remains inforce. Theodore
H Cohen v. Comm., 39 TC 1056 (1963); Abram Neshbitt, I v.
Comm., 43 TC 629 (1965); IRC Reg. Sec. 1.446-1(c)(1)(ii).

Non-Taxable Withdrawals

= Withdrawals from life insurance contracts that are not modified
endowments, are treated as a withdrawal of basis first, and are
taxed only to the extent that they exceed basis. IRC Sec.

7702(f)(7)(B)(iii).
Non-Taxable Loans

= Loans from inforce insurance policies that are not modified
endowments, are received income tax free. IRC Sec.

72(e)(3)(A)().

FINANCIAL
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FINANCIAL

A ONEDIGITAL COMPANY

Life Insurance is often integral to planning, but is often the
last, largest, most-neglected asset

Charges can be challenging to understand, and costs can
vary as much as 80%
= Easy to understand with the correct data

Actual performance can be difficult to ascertain
= Easy to understand with the correct data

Relative to client expectations, it can be a poor-performing
asset-type

© 2023 Steven S. Zeiger. All rights reserved.
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Tips for Pros: What Fiduciaries Need to Know About
“Questionable Practices” Regarding Life Insurance lllustrations

Help Your Clients Achieve Better Outcomes

A Member Firm of M Financial Group © 2023 Steven S. Zeiger. All rights reserved.



LIFE INSURANCE ILLUSTRATIONS: WHAT ARE THEY?

A “depiction of non-guaranteed elements of a life
insurance policy over a period of years”
comprised of:

= 50 +/- pages each

= Thousands of numbers
= (i.e. 70 years X 10 columns for a 50 year old)
= At different rates of return/dividends

= Dozens of disclaimers & footnotes

Client attestation of understanding

FINANCIAL

A ONEDIGITAL COMPANY

© 2023 Steven S. Zeiger. All rights reserved.
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LIFE INSURANCE ILLUSTRATIONS: WHAT ARE THEY?

A “depiction of non-guaranteed elements of a life -
insurance policy over a period of years” based on: e i Tk ke iosibe

= Cost of Insurance charges (CQOls) for death - - A "
benefits claims; = - =
= Policy expenses (E) for actuarial design, R

marketing, distribution, underwriting & B ———
administration; and R e -
= Interest/Earnings (i%) on premiums in —

s s 1.000,200

&« “ 0 69T 543,730 1,200,200
f #1 and #2 =

eX C eS S O an L] 41 [ o 655610 a6EEN 1,200,200

a2 &% 0 633340 58341 1,200,200

'] [ 0 e amau 0,200

“" L o Tmrm THON 10.24¢

o TR 23N 00,200

# ] L LA s 00,¢C

7 Ll o TR e 10 200

2 L4 0 TR man 1 000,200

- - & L 0 9T TH 1,000,200

SUMMARY: COls + E - 1% = Premium N S—
. - Total e

'I'h 5 report is nmwr#lhmdunmhmmdmmhawcmm Phunnf-mhau Tlustration
and other i

A zerain h :m rr C column & ot m«n lh p s paid up. Charg continue to te deducted from

the Accumul; wd I a3 the pol I in-f T ct lprv m m:y unts and number of years of
p SMIIM FayMAN lsﬁh arn md.a 1o m. m th l l oc ren-gua sead policy benefits will depend cn 1the policy’s
n-gusranteed slements and on your actual us e of th /.opons.

FINANCIAL
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LIFE INSURANCE ILLUSTRATIONS:

QUESTIONABLE PRACTICES

LEGITIMATE PRACTICES

1. How the policy works?

2. How lower/higher
interest/investment performance 1. Cost Competitiveness
will impact the policy? 2. Performance Reasonableness

3. “What if ...” Analysis cash flow 3. Risk Appropriateness
Modeling/Planning

NOT useful for understanding:

In other words, the illustration is NOT a representatio
NOT a forecast, NOT a prediction.

A ONEDIGITAL COMPANY © 2023 Steven S. Zeiger. All rights reserved. Page 10



FINANCIAL

A ONEDIGITAL COMPANY

What Fiduciaries need to Know About Life Insurance Guidance from:
FINRA, the UPIA, NYS DFS, etc.

Help Your Clients Achieve Better Outcomes

A Member Firm of M Financial Group © 2023 Steven S. Zeiger. All rights reserved.



NY DFS Best Interest Rule (Reg 187)

Redefines “Clients’ Best Interest” for product recommendations for...
= Residents of New York (even if advisors are in another State)

= Former residents of New York but with ILIT(s) domiciled in New York

= |LIT Trustees in New York (even if ILIT is domiciled elsewhere)

= Financial Advisors in New York or with clients in New York




BEST INTEREST RULES — BENEFICIAL IN EVERY STATE

Redefine “Clients’ Best Interest” for product
recommendations similar to other fiduciary rules

Considering only the interests of the
consumer in making recommendations

Reflecting the care, skill, prudence, and
diligence [of] a prudent person

Prominently disclos[ing] in writing
limit[ations in] the range of policies
recommended.

FINANCIAL

A ONEDIGITAL COMPANY © 2023 Steven S. Zeiger. All rights reserved.

NEW YORK STATE
DEPARTMENT OF FINANCIAL SERVIC]
FIRST AMENDMENT TO 11 NYCRR 224
(INSURANCE REGULATION 187)

SUITABILITY AND BEST INTERESTS IN LIFE INSURANCE AND ANNUITY TRANSACTIONS

L Marna T. Vullo, Superintendent of Financial Services, pursuant to the anthority granted by Sections 202
and 302 of the Financial Services Law and Sections 301, 308, 309, 2103, 2104, 2110, 2123, 2208, 3209 4224,
4525, and Articles 24 and 42 of the Insurance Law. do hereby pronmmlgate the following First Amendment to Part
224 of Title 11 of the Official Compilation of Codes. Rnles and Regulations of the State of New York (Insurance
Regulation 187). to take effect August 1. 2019, and to read as follows:

(New Matrer Underscored: Martter In Brackets Deleted)

The title of Part 224 is amended to read: SUITABILITY AND BEST INTERESTS IN LIFE INSURANCE AND
ANNUITY TRANSACTIONS

Section 224.0 Purpose.

(a8) [The puwpose of this Part 13 to require mnsurers to set forth] Inswrance Taw article 24 permits the
5 intendent to re; te trade practices in the business of insurance to rent acts or practices that are wnfair
or deceptive. The Insurance I aw. including sections 2103, 2104, 2110 2123 and 2208 establishes standards of
conduct for inswrance producers. inchiding that producers mmst act in a competent and tustworthy manner. The

Insurance Law. including Article 42 also establishes standards of conduct for insurers. including fratermal benefit
societies.

This Part clarifies the duties and obligations of insurers. including fraternal benefit societies. by

them to establish standards and procedures for recommendations to consumers with respect to [anmuty contracts]
policies delivered or issued for delivery in this state so that any transaction with respect to those policies is in the
best interest of the consumer and appropriately addresses the insurance needs and financial cbjectives of
[consmmers] the consumer at the time of the transaction [are appropriately addressed. These standards and
procedures are substantially similar to the National Association of Inswrance Commissioners’ Suitability in
Anmuity Transactions Model Regulation (“NAIC Model™) for annuities. and the Financial Industry Regulatory
Aunthority™s current Wational Association of Securities Dealers ("INASD™) Rule 2310 for securities. To date, more
than 30 states have implemented the NATC MODEL. while NASD Eule 2310 has applied nationwide for nearly
20 years. Accordingly. this Part intends to bring these national standards for annuity contract sales to New York].
This Part also clarifies the nature and extent of supervisory controls that an insuwrer mwst maintain to achieve
compliance with this Part.

() This Part fiwther clarifies the duties and obligations of producers when making recommendations to
consumers with respect to policies delivered or issned for delivery in this state to help ensure that a transaction is
in the best interest of the consumer and appropriately addresses the insurance needs and financial objectives of

the consumer at the time of the transaction. The best interest standard set forth in this Part requires a producer. or
insurer where no producer is involved. to adhere to a standard of conduct to be enforced by the superintendent.

but does not guarantee or warrant an outcome.

Page 13



BEST INTEREST RULES — BENEFICIAL IN EVERY STATE

Redefine “Clients’ Best Interest” for product recommendations based on the evaluation of...
= All Products, Services & Transactions Available

= Relevant Suitability Information

= Justifiable Costs, Reasonable Performance & Appropriate Risk

Ethically, these rules apply in every state

© 2023 Steven S. Zeiger. All rights reserved. Page 14



NAIC ILLUSTRATIONS MODEL REGULATION

Define(d) “Clients’ Best Interest” for product
recommendations since 1995, but...

= Lack uniform practice (NAIC)
= NO disclosure of costs, performance, or risk

1995 - “The goals ... are to ensure that
illustrations do not mislead purchasers of
iInsurance and to make illustrations more
understandable.”

2015 - Adopted and updated to address

“...Iack of uniform practice [resulting in] ...

illustrations that use an [apparently]
identical crediting approach yet illustrate
differing rates.”

FINANCIAL

A ONEDIGITAL COMPANY 2023 Steven S. Zeiger. All rights reserved.

LIFE INSURANCE ILLUSTRATIONS MODEL REGULATION

Table of Contents

Section 1. Purpose

Section 2. Anthonty

Section 3. Apphcability and Scope

Section 4. Defimitions

Section 5. Policies to Be Mlustrated

Section 6. General Rnles and Prolubitions

Section 7. Standards for Basic Ilnstrations

Section §. Standards for Supplementz] Illustrations
Section 9. Delivery of Mustrations and Record Retenfion
Section 10.  Anmal Report; Netice to Policy Owmars
Secion 11.  Apmial Cernfications

Section 12.  Penalties

Section 13 Separability

Section 14.  Effective Date

Section 1. Purpose

The purpose of this regulzhion 15 fo provide rules for Life meswance pobecy dlnstations that wall
protect consumers and foster consumer education. The regulation provides ilhistation formats,
prescribes standards to be followead when illnstrztions ave used, and specifies the disclosures that are
required m comnection with illustrations. The goals of this regulation are to ensure that illustrations
do not mislead purchasers of life inswance and to make illushations more understandable. Insurers
will, as far as possible, eliminate the wse of foomotes and caveats and define terms used m the
llustration m langnage that would be understood by a typical person within the segment of the
public to which the dlustration is directed.

Section 1. Authority

This regulation is issued based upon the authonty granted the commissioner under Section [cite amy
enabling lemzlation and state law comespondmg to Secton 4 of the MNAIC Unfair Trade Practices
Aet].

Drafting Note: Insert the title of the chief mswance regulatory official whenever the term
“commissioner’” appears.

Section 3, Applicability and Scope

Thiz regulzhion zpplies to all zroup and mdnadual Life mawance policies and cernficates except:

A Variable hife msurance;

B. Indmidual and group anmuity contracts; \
Q’I
© 2001 National Association of Insurance Commissianers
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FINRA RULE 2210(d), FINRA RULE 2210-2(c)

FINANCIAL

A ONEDIGITAL COMPANY

FINRA Rule 2210(d): “Any comparison...
must disclose all material
differences...including investment
objectives, costs and expenses,
[etc]...[because] omission... would cause
the communications to be misleading.”

FINRA Rule 2210-2(c): “It is inappropriate
to compare a ... life insurance policy with
another product based on hypothetical
performance...”

© 2023 Steven S. Zeiger. All rights reserved.
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SOCIETY OF ACTUARIES

TRANSACTIONS OF SOCIETY OF ACTUARIES n SOCIETYOF

1991-92 REPORTS
ACTUARIES.
FINAL REPORT* OF THE TASK FO.....

FOR RESEARCH ON LIFE INSURANCE SALES ILLUSTRATIONS
UNDER THE AUSPICES OF THE
COMMITTEE FOR RESEARCH ON SOCIAL CONCERNS

EXECUTIVE SUMMARY

FPurpose

The Task Force for Research on Life Insurance Sales Illustrations reports
to the Society’s Committee for Research on Social Concerns. The Task Force
was formed in recognition of the declining level of consumer confidence in
the life insurance industry and, in particular, to investigate how sales illus-
tration practices can add to, or detract from, consumer confidence.

H In developing this report, the Task Force surveyed life insurance company
Fl n al rep 0] rt Of th e taS k fO rce fO rresearc h on illustration practices, rcvie’wed available literature and regulatory require-
ments, held open forums at Society of Actuaries (SOA) and Canadian In-

life insurance sales illustrations: stitute of Actuaries (CIA) meetings, and considered the methodology applied

to other financial products.

“Illustrations should not be used for Situation Analysis

H H Sales illustrations have been developed to meet a variety of needs from a
C 0 m p arat | Ve p 0 I [ Cy p erfO r m a.n C e p u rp O S eS variety of consumers, all placing different requirements on an illustration.

. . There are two major uses of illustrations:
because doin gsois fundamental |y ® Type A Usage is intended to show the consumer the mechanics of the
policy being purchased and how policy values or premium payments
= H t L1 change over time, The emphasis is a matter of how and what rather than
inappropriate. e

¢ Type B Usage tries to project likely or best estimates of future perform-
ance and compare cost or performance of different policies. It attempts
to show how much on the premise that the hows and whats are compa-

rable enough for this to be meaningful.
INlustrations handle Type A requirements well, especially if several illus-
trations are used to show different scenarios. Illustrations inherently do not

*Opinians expressed herein are those of the Task Force for Research on Life Insurance Sales
IMustrations and of the Committee for Research on Social Concerns. This repost does not purpert
1o represent the views of the Soctety of Acwaries or of iis Board o Uowvernors,

tludy A. Faucert (Chairperson), Benjamin J. Bock, Bruce E. Booker, John W. Keller, John K.
Skar, Linden N. Cole, Staff Lizison, W. Steven Prince, CIA Liasson, and Michsel ). Roseos, AAA
Liaison.
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DEPARTMENT OF THE TREASURY- OCC

Comptroller's Handbook

Asset Managoment ‘AM] paolicy. Independent of these reviews, a fiduciary bank must have risk

management systems and reviews that address the following.

* Sufficiency of premiums: The bank fiduciary must determine whether
current premiums are sufficient to maintain the policy to maturity or to
meet the insured’s life expectancy.

Unique and
Hard-to-Value Assets
August 2012

Suitability of the insurance policy: Consider replacing an insurance policy
if the bank fiduciary identifies concerns with the condition of the
insurance provider or if that provider does not meet the needs of the
grantor or beneficiaries. Also assess any tax changes that could affect the
suitability of the policy.

* Carrier selection: The bank fiduciary needs to evaluate the carrier's
financial condition. To the extent insurance carrier ratings are available,
they generally lag corporate and market events, and should be used
principally as indicators of a firm's creditworthiness.

Office of the
Comptroller of the Currency

* Appropriateness of investment strategy: The bank fiduciary must evaluate
the appropriateness of investments of any segregated account to support
the cash value.

For policies with flexible premiums and nonguaranteed benefits, the trustee
should obtain the original policy illustration, which shows planned premium
strategies. This policy illustration is subject to a high degree of fluctuation.
Periodically, the trustee should obtain an in-force illustration. This provides a
measure of performance of a life insurance palicy against what was initially
illustrated. By obtaining an in-force illustration, the trustee can monitor the
effectiveness of the policy to date and project how the palicy may perform in
the future and plan for any potential shortfall in premiums. This process

OCC H an d b O O k : “Th iS policy assists the trustee in monitoring the economics of the policy.

Cenerally, while insurance companies are regulated by the state and maintain
1 I I t t' 1 b 1 t t £ h H h a mandatory |evel of reserves, specific assets are nat identified to support an
I u S ra |On IS S u JeC O a I g insurer’s promise to pay on a policy. Policyholders are subject to the
creditworthiness and liquidity constraints of the company. It is important that

d eg ree Of fI u Ct u ati 0 n . ” a bank fiduciary perform due diligence on an insurance company issuing a

palicy to ensure that it is sound, viable and able to meet future obligations.

Cash value on permanent life insurance policies may be included as part of
the account’s assets if the bank has done a thorough review of the insurance

Comptroller’s Handbook 39 Unique and Hard-to-Value Assets

FINANCIAL
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UNIFORM PRUDENT INVESTOR ACT

Uniform Law Commission

Better Laws. Stronger States.
= Prudent Process includes...

= Duty to monitor- health status, default risk, etc.

Duty to Monitor, Subsections (a) through (d) apply to both investing
and managing trust assets. “Managing” embraces monitoring, that
is, the trustee’s continuing responsibility for oversight of the
suitability of investments already made as well as the trustee’s
decisions respecting new investments.

FINANCIAL

A ONEDIGITAL COMPANY © 2023 Steven S. Zeiger. All rights reserved.

the interests of parficipants and beneficianes in their retirement mcome fo unrelated
objectves.”

SECTION 6. IMPARTIALITY. Ifa trust has two or more beneficiaries, the
trustes shall act mpartially in investing and managing the trust assets, faking into
account any differing mierests of the bepaficiaries.

Comment

The dury of tmpartiality derives from the duty of loyalny, When the mustes
owes duries to mors than ons beneficiary, loyalny reguires the mustes to respect the
imrerests of all the beneficiames. Prudence in fnvesting and admimi strarion requires
the trustes w0 take account of the mesrests of all the beneficiarnes for whom the
trustes is acting. espectally the conflicts betwasn the meerests of beneficiares
imerested in income and those interested in principal.

The lanzuage of Section § derves fram Restatement of Trusts 2d § 183
(1938%; see alzozd, § 232, Multiple bensficianes may be beneficiaries m
succession (such as life and remainder interests) or bensficiares with simultansgus

‘beneficianes).

Tha trustes's dury of impartiality commonty affects the conducr of
imvestment and management fimctions o the sphere of principal and income
allocations. This Act prescribes no regime for allocating receipts and expenses.
The details of such allocations are commonly handled under sparializad legislation,
such as the Fevized Uniform Principal and ncome Act (1862) (which is presently
umdar stady by the Uniform Law Commission with a view toward further revision).

SECTION 7. INVESTMENT COSTS. [ investing and managing must
153815, A Tustes may only inour costs that are appropriate and reasoratls in relation
to the assets, the purposss of the ust, and the skills of the stes.

Comment
Wasting beneficiaries” money is imprudent. In devising and implementing
stratzpies for the mvesiment and management of trust assets, rastees are oblized to

minimize cost.

The lanzuage of Secton 7 demves from Restatement of Trusts 24 § 188
(19387 The Fesatement of Trusts 3d says: “Concems over compensation and

14
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UNIFORM PRUDENT INVESTOR ACT

Uniform Law Commission

Better Laws. Stronger States.

the interests of parficipants and beneficianes in their retirement mcome fo unrelated
objectves.”

= Prudent Process includes...

SECTION 6. IMPARTIALITY. Ifa trust has two or more beneficiaries, the
trustes shall act mpartially in investing and managing the trust assets, faking into
account any differing mierests of the bepaficiaries.

Comment

= | tigate policy t

n V eS I a‘ e O I C C O S S The dury of tmpartiality derives from the duty of loyalny, When the mustes
owes duries to mors than ons beneficiary, loyalny reguires the mustes to respect the
imrerests of all the beneficiames. Prudence in fnvesting and admimi strarion requires
the trustes w0 take account of the mesrests of all the beneficiarnes for whom the
trustes is acting. espectally the conflicts betwasn the meerests of beneficiares
imerested in income and those interested in principal.

The lanzuage of Section § derves fram Restatement of Trusts 2d § 183
(1938%; see alzozd, § 232, Multiple bensficianes may be beneficiaries m
succession (such as life and remainder interests) or bensficiares with simultansgus

i fac

‘beneficianes).

Duty to investigate: Subsection (d) carries forward the o S i commaty i e s

traditional responsibility of the fiduciary investor to e et ey
examine information likely to bear importantly on the value T PVESTMENT COST. vt g
or the security of an investment. Trustees held liable for ol e et e Lt

Comment

losses in Estate of Collins 72 Cal. App. 3d 663, 139 Cal. P —

stratzpies for the mvesiment and management of trust assets, rastees are oblized to

Rprt. 644 (1977) =

The lanzuage of Secton 7 demves from Restatement of Trusts 24 § 188
(19387 The Fesatement of Trusts 3d says: “Concems over compensation and

14
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UNIFORM PRUDENT INVESTOR ACT

Uniform Law Commission

Better Laws. Stronger States.

the interests of parficipants and beneficianes in their retirement mcome fo unrelated
objectves.”

SECTION 6. IMPARTIALITY. Ifa trust has two or more beneficiaries, the
trustes shall act mpartially in investing and managing the trust assets, faking into
account any differing mierests of the bepaficiaries.

= Prudent Process includes...

Comment

The dury of tmpartiality derives from the duty of loyalny, When the mustes
. . owes duries to mors than ons beneficiary, loyalny reguires the mustes to respect the
imrerests of all the beneficiames. Prudence in fnvesting and admimi strarion requires
u I nvestl g ate po I I Cy COStS the trustes w0 take account of the mesrests of all the beneficiarnes for whom the
trustes is acting. espectally the conflicts betwasn the meerests of beneficiares
imerested in income and those interested in principal.

. . The lanzuage of Section § denves from Restatement of Trasts 2d § 183

u D u t to d I Ve r S I f tlF'SF'};_SEE akoid, § 132 Mu]l:iplg'se_naﬁ.cjnri.es may be I:gal:eﬁl:'.alies_'_n
succession (such as life and remainder interests) or bensficiares with simultansgus
‘beneficianes).

Tha trustes's dury of impartiality commonty affects the conducr of
imvestment and management fimctions o the sphere of principal and income
allocations. This Act prescribes no regime for allocating receipts and expenses.
The details of such allocations are commonly handled under sparializad legislation,
such as the Fevized Uniform Principal and ncome Act (1862) (which is presently
umdar stady by the Uniform Law Commission with a view toward further revision).

SECTION 7. INVESTMENT COSTS: “a SECTION 7. INVESTMENT COSTS. In imvesting and managing tmust

153815, A Tustes may only inour costs that are appropriate and reasoratls in relation

trustee may Only |ncur COStS that are to flve assets, the purposss of the trust, 2nd the skills of the trusiee.

Comment

appropriate and reasonable in relation to et e i
the assets, the purposes of the trust, and S et et ko e

The lanzuage of Secton 7 demves from Restatement of Trusts 24 § 188

the s ki I Is of the tru stee . ” (1938}, The Restatement of Trusts 3¢ says: “Concemns owver compersation and

14
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UNIFORM PRUDENT INVESTOR ACT

Uniform Law Commission

Better Laws. Stronger States.

= Prudent Process includes...
* Investigate policy costs

= Duty to diversify

SECTION 3. DIVERSIFICATION. A trustee shall diversify
the investments of the trust unless the trustee reasonably
determines that, because of special circumstances, the
purposes of the trust are better served without diversifying

FINANCIAL

A ONEDIGITAL COMPANY © 2023 Steven S. Zeiger. All rights reserved.

the interests of parficipants and beneficianes in their retirement mcome fo unrelated
objectves.”

SECTION 6. IMPARTIALITY. Ifa trust has two or more beneficiaries, the
trustes shall act mpartially in investing and managing the trust assets, faking into
account any differing mierests of the bepaficiaries.

Comment

The dury of tmpartiality derives from the duty of loyalny, When the mustes
owes duries to mors than ons beneficiary, loyalny reguires the mustes to respect the
imrerests of all the beneficiames. Prudence in fnvesting and admimi strarion requires
the trustes w0 take account of the mesrests of all the beneficiarnes for whom the
trustes is acting. espectally the conflicts betwasn the meerests of beneficiares
imerested in income and those interested in principal.

The lanzuage of Section § derves fram Restatement of Trusts 2d § 183
(1938%; see alzozd, § 232, Multiple bensficianes may be beneficiaries m
succession (such as life and remainder interests) or bensficiares with simultansgus

‘beneficianes).

Tha trustes's dury of impartiality commonty affects the conducr of
imvestment and management fimctions o the sphere of principal and income
allocations. This Act prescribes no regime for allocating receipts and expenses.
The details of such allocations are commonly handled under sparializad legislation,
such as the Fevized Uniform Principal and ncome Act (1862) (which is presently
umdar stady by the Uniform Law Commission with a view toward further revision).

SECTION 7. INVESTMENT COSTS. [ investing and managing must
153815, A Tustes may only inour costs that are appropriate and reasoratls in relation
to the assets, the purposss of the ust, and the skills of the stes.

Comment
Wasting beneficiaries” money is imprudent. In devising and implementing
stratzpies for the mvesiment and management of trust assets, rastees are oblized to

minimize cost.

The lanzuage of Secton 7 demves from Restatement of Trusts 24 § 188
(19387 The Fesatement of Trusts 3d says: “Concems over compensation and

14
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THE CENTER
FOR ECONOMIC
JUSTICE

—

~ , CENTER FOR ECONOMIC
AL Ja  AND SOCIAL JUSTICE
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“The current illustration regime permits insurers
to 'illustrate’ investments in ways not permitted
for any other type of investment." ... a faulty
infrastructure that consistently produces
misleading information to consumers."

© 2023 Steven S. Zeiger. All rights reserved.


https://insurancenewsnet.com/innarticle/task-force-weighs-limited-revision-of-life-insurance-illustrations-model

WHAT DOES MORNINGSTAR HAVE TO SAY ABOUT

COSTS/EXPENSES?

“The Predictive Power of Fees” Russ Kinnel- Director of Manager Research
Are Internal Costs and Expenses Important?

MORNINGSTAR

“How often did it pay to heed expense ratios? Every time.” Prodictive Power o1 Foms

Why Mutual Fund Fees Are So Important

“The expense ratio is the most proven predictor of future fund returns.”

“If there's anything in the whole world that you can take to the
bank, it's that expense ratios help you make a better decision. In every
single time period and data point tested, low-cost funds beat high-cost
funds.”

FINANCIAL Do you think costs/expenses are equally important in life insurance?

A ONEDIGITAL COMPANY 2023 Steven S. Zeiger. All rights reserved.
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Seeking the Courts Advice:
Guidance From the First Adjudicated
TOLI Lawsuit Can Help Fiduciaries.

Help Your Clients Achieve Better Outcomes

A Member Firm of M Financial Group © 2023 Steven S. Zeiger. All rights reserved.



LITIGATION REGARDING LIFE INSURANCE

FOR PUBLICATION 3
= Coch Keybank s s Trustsé}Estates
OC ran V. e an DALE W EIKENBERRY JEFFERY A, JOHN:0% The Journel of Wes th Meansgwermes & e Rlanning Profuss onals — Since 19
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u Larry Ki n g V . Ag e nt COTURT OF APPEALS OF INDIANA =

24/ The Trustee's Role in Directed
Trusts
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. 1 .
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= Schneider v. Attorney s - e
. Tt Do o S
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ESTATE PLANNING

TAXATION

40/ Maximizing the Benefits of FLPs
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= Vagelos v. Stockbroker R

March 2 2069

Sacliant 754 wluction Lo inemams
tax berafits and avoid haher
capital gane
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= Nacchio v. Goldman Sachs

A brust ey e the way to g
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Planning: Where Do the Rosds
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InvestmentNews
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against Goldman Sachs
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By Barry Do PG | a1 ST e e
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g Erp—

their e rmesn
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CLIENT MISUNDERSTANDING
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ETHICAL ALTERNATIVES TO ILLUSTRATION COMPARISONS

= NO illustration comparisons in trust/client file.

= |nsist on Detailed Expense Pages — see examples provided
= |nsurer, Excel, Independent Research

= At a MINIMUM, compare costs & performance SEPARATELY — see examples provided

= Benchmarking is well-established & common in the financial services industry.
=  S&P 500 Index, DJIA, MSCI, Life Insurance Industry Benchmarks- Veralytic Research

= [llustration comparisons are inconsistent with the duty to exercise care, skill, prudence, and diligence.

= Benchmarking costs SEPARATE from performance is...
= Well-established, common & proven
= Consistent with NY DFS Reg 187 and CFP Fiduciary Standard
= FINRA Reviewed

FINANCIAL
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Why Fiduciaries Need Patented Independent Research for Life Insurance?
Learn How To Recognize Misleading lllustrations

Help Your Clients Achieve Better Outcomes

A Member Firm of M Financial Group © 2023 Steven S. Zeiger. All rights reserved.



_ Life Insurance Company (U.S.A.)

A LIFE INSURANCE POLICY ILLUSTRATION
A Flexible Premium Universal Life Insurance Policy - UL _

Guaranteed and Nonguaranteed Values I

lllustration Assumptions

James Farber Initial Death Benefit $8,000,000
I Male - Super Preferred NonSmoker Face Amount $8,000,000
Age: 60 Initial Planned Premium: $181,047.00 / Billing Mode: Annual

Death Benefit Option 1; Cash Value Accumulation Test

LIFE INSURANCE
2.00% Minimum Rate, Maximum Charges 4.95% Initial Current Rate, Current Charges

Net Net IRR on Net Net IRR on

I L L U ST RATI O N S * Policy EOY Planned Policy Surrender Death Death Policy Surrender Death Death

[ Year Age Premium Value Value Benefit Benefit Value Value Benefit Benefit

1 61 181,047 112725 0 8181047  441874% 120361 0 8181047 441874%
2 & 181,047 224563 12350 8362094  53148% 230700 27497 8362004 531.45%
U E STI 0 N A B L E 3 & 181,047 335522 119,358 8543141  22255% 361018 145755 854341 22255%
Q 4 e 181047 425303 206,025 8724188  13063% 466,567 247,288 6,724,188 130.63%
5 65 181,047 508004 313,800 8905235  B909% 567,575 373371 6,905,235 89.00%
6 66 181047 541539 378,328 9086282  6605% 670,857 507,646 9,086,262 66.05%
P R A CTI C E S 7 e 181,047 565202 436613 9267320  5163% 773890 645200 9,267,329 51.63%
8 68 181,047 578114 487,506 9448376 4186% 675190 785591 9,448,376 41.86%
9 6 181,047 578398 520,360 9620423  3485% 977,128 928098 9,629,423 34.85%
0 70 181047 585700 585700  9,810470  2061% 1075252 1075252  9,810470 2961%
Totals: 1,810,470
u Llfe I nsurance | I I ustrations 181047 667,743 667,743 9991517  2557% 1172156 1,172,156  9,991517
181,047 TA7A1 747,111 10,172,564 2237% 1264846 1264846 10,172,564
. 0 73101 73101 10172564 1982% 1201494 1201494  10,172564
comin g I e costs an d p e rfo rmance 7207201 707201 10472564  1776% 1151697 1151697 10,172,564

687,207 687,207 8,000,000 13.57% 1,215,725 1,215,725 8,000,000
657,788 657,788 8,000,000 12.36% 1,279,808 1,279,898 8,000,000

] R 187 U P IA F I N RA H 565,575 555,575 8,000,000 11.34% 1,345,667 1,345,667 8,000,000
eg ) ) req u I re 391,321 391,321 8,000,000 1047% 1,412,892 1,412,892 8,000,000

199,622 199,622 8,000,000 9.72% 1,481,478 1,481,478 8,000,000
. L o V24 o 0 0 8,000,000 9.07% 1,545,179 1,545,179 8,000,000

justifiable “costs”, “reasonable

Totals: 2,172,564
V24 [

p e rfo r m a n Ce & a p p ro p rl a t e 21 0 0 1,604,587 1,604,587 8,000,000
22 0 0 1,663,210 1,663,210 8,000,000
{o_.° kII 23 0 0 1,720,755 1,720,755 8,000,000
r I S 24 0 0 1,776,414 1,776,414 8,000,000
25 0 0 1,828,608 1,828,608 8,000,000
. . . . . 26 0 0 1,876,508 1,876,508 8,000,000
27 0 0 1,921,34: 1,921,342 8,000,000
= This is not a solicitation, for z oy e/ tezuz 60000
. . 29 1,999,674 8,000,000
discussion purposes only ® Gfete_ 200mme _aommom

Totals: 2,172,564

1. $1,828,608-%$1,776,614= $51,934 actual gain
2. $1,828,608X.0495=%$90,516 expected gain
3. $90,516-$51,994=$38,582 expected costs

. Based on sample hypothetical illustration
The IRR on death benefit is equ

outside the policy to arrive at the net death benefit of the policy.

F I N ﬁ N C | ﬁ I_ ## Indicates that the policy has lapsed under the illustrated assumption. Additional premium would be required to maintain policy benefits.
This is your Basic lllustration and is valid only if all illustration pages are included.

A ONEDIGITAL COMPANY




LIFE INSURANCE
ILLUSTRATIONS:
QUESTIONABLE
PRACTICES

1

0o ~N DU W R

Life Insurance illustrations
comingle costs and performance

Reg 187, UPIA, FINRA require
justifiable “costs”, “reasonable
performance” & appropriate
“risk”

This is not a solicitation, for
discussion purposes only

Policy EOY
Year Age

FINANCIAL

A ONEDIGITAL COMPANY

Policy EOY
Year

Planned
Premium

; Life Insurance Company (U.S.A.)

Initial Death Benefit $8,000,000
Face Amount $8,000,000
Initial Planned Premium: $181,047.00 / Billing Mode: Annual

James Farber
Male - Super Preferred NonSmoker
Age: 60

| Based on Current Charges and an Initial Current Rate of 4.95%

IRR on IRR on
Death Death
Benefit Benefit

Net
Surrender
Value

Net
Death
Benefit

Net
Surrender
Value

Net
Death
Benefit

Policy
Value

Planned
Premium

Policy
Age Value
4,418.74%
531.45%
222
130
89.09%

120,361 0
239,709 27,497
361,918 145,755
466,567 247,288
567,575 373,371
670,857 507,646
773,899 645,220
785,591
928,098
1,075,252

0
12,350
119,358
206,025
313,800
378,328
436,613
487,506
529,369
585,709

8,181,047
8,362,094
8,543,141
8,724,188
8,905,235
9,086,282

181,047
181,047
181,0
181,04
181,04
181,0
181,
181

181
181,04

112,725
224,563
335,522
425,303
508,004
541,539
565,292
578,114
578,398
585,709

8,905,235
9,086,282
9,267,329

66.05%
51.63%
6% 876,199
977,128

1,075,252

98

1,810,470

9,991,517
10,172,564

1,172,156
1,264,846
1,201,494
1,151,697
1,215,725
1,279,898
1,345,667
1,412,892

1,172,156
1,264,846
1,201,494
1,151,697
1,215,725
1,279,898
1,345,667
1,412,892

667,743
747 111
731,101
707,201
687,207
657,788
555,575
391,321

9,991,517
10,172,564
10,172,564
10,172,564

181,047
181,047

667,743
747,111
731,101
707,201
687,207

657,788

Death
Benefit

Policy Surrandr
Value Value

Policy Sumndr

Value Value

8,000,000
8,000,000

8,000,000
8,000,000

1,776,414
1,828,608

1. $1,828,608-%$1,776,614= $51,934 actual gain

2. $1,828,608X.0495=%$90,516 expected gain
3. $90,516-$51,994=%$38,582 expected costs

pothetical illustration

be required to maintain policy benefits

Based on sample h

## Indicates that the policy has lapsed under the illustrated assumption. Additional premium wou

This is your Basic lllustration and is valid only if all illustration pages are included.




LIFE INSURANCE
ILLUSTRATIONS:
QUESTIONABLE
PRACTICES

Annual account summaries
and detailed expense pages-
Do NOT comingle cost and
performance

$348,731 X 19.07%= $1,828,608

FINANCIAL

A ONEDIGITAL COMPANY

_ Life Insurance Company (U.S.A.)

A LIFE INSURANCE POLICY ILLUSTRATION

A Flexible Premium Universal Life Insurance Policy - uL I
Annual Account Summary I
lllustration Assumptions

James Farber Initial Death Benefit $8,000,000
Male - Super Preferred NonSmoker Face Amount $8,000,000
Age: 60 Initial Planned Premium: $181,047.00 / Billing Mode: Annual

Death Benefit Option 1; Cash Value Accumulation Test
State: South Dakota
Based on Current Charges and an Initial Current Rah{}f 4.95%

Admin/ Net

Policy Planned Premium Contract Insurance Amount Surrender Surrender

Year Premium Charge Charges Charges Credited Charge Value

1 181,047 32,588 33,274 1,253 6,430 120,361 207,414 0

2 181,047 32,588 33.274 8,044 239,709 212,212 27,497

3 181,047 32,588 33.274 11,011 361,918 216,164 145,755

4 181,047 32,588 53,475 13,808 23,473 466,567 219,279 247,288

5 181,047 32,588 58,907 9 28,425 567,575 184,204 373,371

6 181,047 32,588 60,731 19,867 35.421 670,857 163,211 507,646

7 181,047 32,588 23,564 40,703 773,899 128,679 645,220

8 181,047 32,588 27,738 45,959 876,199 90,608 785,591

9 181,047 32,588 32,486 51,159 977,128 49,029 928,098

10 181,047 32, 68,028 38,557 56,250 1,075,252 0 1,075,252
Totals: 1,810,470 325,885 534,099 193,297 318,063

11 ,047 32,588 69,852 42,944 61,241 1,172,156 0 1,172,156

1 181,047 32,588 71,676 50,179 66,087 1,264,846 0 1,264,846

13 0 0 68,069 58,307 63,024 1,201,494 0 1,201,494

14 0 0 64,462 67,402 82,067 1,151,697 0 1,151,697

15 0 0 60,855 59,211 184,094 1,215,725 0 1,215,725

16 0 0 57,247 70,337 181,757 1,279,898 0 1,279,898

17 0 0 53,640 79,345 188,754 1,345,667 0 1,345,667

18 0 0 50,033 89,586 206,844 1,412,892 0 1,412,892

19 0 0 49,786 101,095 219,466 1,481,478 0 1,481,478

20 0 0 49,786 126,066 239,553 1,545,179 0 1,545,179
Totals: 2,172,564 391,062 1,129,504 937,769 1,830,950

21 0 0 49,786 150,978 260,171 1,604,587 0 1,604,587

22 0 0 49,786 170,244 278,653 1,663,210 0 1,663,210

23 0 0 49,786 191,970 299,300 1,720,755 0 1,720,755

24 0 0 49,786 216,563 ~ 322,008 1,776,414 0 1,776,414

75 0 0 49,786 246,751 7 348,731 1,828,608 0 1,828,608

26 0 0 49,786 281,308 378,993 1,876,508 0 1,876,508

27 0 0 49,786 317,371 411,990 1,921,342 0 1,921,342

28 0 0 49,786 361,362 452,660 1,962,855 0 1,962,855

29 0 0 49,786 424,709 511,313 1,999,674 0 1,999,674

30 0 0 49,786 498,992 580,020 2,030,916 0 2,030,916
Totals: 2,172,564 391,062 1,627,360 3,798,016 5,674,790

The prospect/client believes that this conservative general account product requires earnings of $90,516 to
function as illustrated on page 8, the product actually requires earnings over 3x greater.

Lesson Learned: Separate Cost From Performance!

ndicates tna e peliCy nas lapsed under tne llusirated assumpiion. itional premium wou requir 0 maintain policy benerits.

This is your Basic lllustration and is valid only if all illustration pages are included.



LIFE INSURANCE
ILLUSTRATIONS:
QUESTIONABLE
PRACTICES

Annual account summaries
and detailed expense pages-
Do NOT comingle cost and
performance

$348,731 X 19.07%-= $1,828,608

! Life Insurance Company (U.S.A.)

James Farber Initial Death Benefit $8,000,000
Male - Super Preferred NonSmoker Face Amount $8,000,000
Age: 60 Initial Planned Premium: $181,047.00 / Billing Mode: Annual

Death Benefit Option 1; Cash Value Accumulation Test

Based on Current Charges and an Initial Current Rate of 4.95%

Admin/ Net
Policy Planned Premium Contract Insurance Amount Policy ghrrender Surrender
| Year Premium Charge Charges Charges Credited Value Charge Value |
1 181,047 32,588 33,274 1,253 6,430 20,36 207,414 0
181,047 32,588 33,274 8,044 2,20 239,709 212,212 27,497
181,047 32,588 33,274 11,011 g 361,918 216,164 145,755
181,047 32,588 53,475 13,808 F3ATC 466,567 219,279 247,288
181,047 32,588 58,807 16,969 28,425 567,575 194,204 373,371
181,047 32,588 60,73 9,85 35,42 670,857 163,211 JUTML
181,047 32,588 5 56+ 40,703 773,899 128,679 64
181,047 32,588 64 9 27,73 45,959 876,199 90,608
181,047 32,588 66,28 32,486 51,159 977,128 49,029
181,047 32,5 : 38,55 56,250 1,075,252

0o~ oo R W N

Totals:  1,810,47 32528 534,009 193,297 318,083

69,852 42,944 61,241 1,172,156 0 1,172,156

71 6786 50 179 BEQEZ Lacasas

Adrmin
Contract Insurance Amount
Charges Charges Credited

FINANCIAL

A ONEDIGITAL COMPANY

HFs—> MATH 1,828,608

191,970 299,300 1,720,755 0 1,720,755
216,563 322,008 1,776,414 0 1,776,414
246,751 348,731 1,828,608 0 1,828,608
281,308 378,993 1,876,508 0 1,876,508
317,371 411,990 1,921,342 0 1,921,342
361,362 452,660 1,962,855 0 1,962,855
424,709 511,313 1,999,674 0 1,999,674
498,992 580,020 2,030,916 0 2,030,916

The prospect/client believes that this conservative general account product requires earnings of $30,516 to
function as illustrated on page 8, the product actually requires earnings over 3x greater.
Lesson Learned: Separate Cost From Performance!

This is your Basic lllustration and is valid only if all illustration pages are included.



LIFE INSURANCE ILLUSTRATIONS: Questionable Practices

Non-Guaranteed Policy Values: | edger

This illustration assumes non-guaranteed policy charges and non-guaranteed crediting rates

NorrGuarsed vivos (801 @ 500 * lllustrated Rate of Return = 5.0%

Cash
Premium Accumulated Surrender Death - - -
r Age Cutiay” Value Value Benefit
5 Conservative Risk Profile
1 a5 12,925 4,941 0 1,000,000
2 46 12,925 10,881 5,852 1,000,000
3 47 12,925 17.891 13.454 1,000,000
4 48 12,925 25,997 22,053 1,000,000
5 49 12,925 35,367 31,916 1,000,000
6 50 12,925 45,762 42,804 1,000,000
7 51 12,925 57,259 54,794 1,000,000
8 52 12,925 69,941 67,968 1,000,000
9 53 12,925 83,893 82,907 1,000,000
10 54 12,925 98,793 98,793 1,000,000
Total 129,250
1 55 12,925 116,776 1,000,000
12 56 12,925 135,554 135,554 1,000,000
13 57 12,925 155,167 155,167 1,000,000
14 58 12,925 175,641 175,641 1,000,000
15 59 12,925 196,979 196,979 1,000,000
16 &0 12,925 219,059 219,059 1,000,000
17 &1 12,925 242,107 242,107 1,000,000
18 62 12,925 266,141 266,141 1,000,000
19 63 12,925 291,215 291,215 1,000,000
20 64 12,925 317,403 317,403 1,000,000
Total 258,500
Policy Charges
All assumptions are based on non-guaranteed values unless otherwise stated.
What What Is
You What We Deduct Added What Your Policy Values Are
Pay
Non- Non- Non-
Guaranteed Admin Guaranteed Guaranteed Policy Cash Alternate
Premium Premium and Rider Coverage Cost of Total Accurpulated Surrender Surrender Accum R t f R t R E U I R E D
Yr Age Outlay” Loads Charges Charge Insurance Charges Charge Value Value ® a e O e u rn
1 55 12,925 -T63 -50 -8,748 896 -10,4%6 0 116,776 93,934 *
12 56 12,925 -T63 -90 -8,748 -1,102 -10,703 B.258 0 135,554 107,013 $1 16 776 14% = $16 556
13 57 12,925 -T63 -80 8,748 -1332 -10,933 17,620 0 155,167 120121 ! !
14 58 12,925 -T63 -90 -8,748 -1,560 -11,160 18,710 175,641 0 175,641 133,262 AG G R E S S IVE R H k P f' I
15 59 12,925 763 90 8,748 -1,848 -11,449 19,862 196,979 0 196,979 146,374 IS ro I e
16 60 12,925 -T63 -90 -8.748 -2,280 -11,881 21,036 219,059 0 219,059 159,311
17 61 12,925 -763 -90 -8.748 -2,562 -12,162 22,285 242107 0 242,107 172223
18 62 12,925 -T63 -90 -8.748 -2,863 -12.463 23572 266,141 0 266,141 185,089
19 63 12,925 -763 -90 -8,748 -3477 12,778 24926 291,215 0 291,215 197,894
20 64 12,925 -T63 -90 -8,748 -3478 -13,079 26,342 317 403 0 317,403 210,651
Total 258,500 15,252 41,800 162,711 32,225 211,987 270,890
This report is not complete and cannot be presented without the Basic lllustration. Please refer to the Basic lllustration

for guaranteed elements and other important information. Non-guaranteed elements are not guaranteed.

© 2023 Steven S. Zeiger. All rights reserved.
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The Dos and Don’ts of Life Insurance.
The Need for Independent Life Insurance Research for Fiduciaries

Help Your Clients Achieve Better Outcomes
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A PRUDENT PROCESS FOR LIFE INSURANCE PROTECTS YOUR CLIENTS FROM HIGH COSTS,

UNDISCLOSED BONUSES AND UNREASONABLE RETURN ASSUMPTIONS.

> FINRARULES >  2000. DUTIES AND CONFLICTS
> 2200. COMMUNICATIONS AND DISCLOSURES F I I I ra

2211, Communications with the Public About
\lariable Life Insurance and Variable Annuities

(i) An illustration may use any combination of assumed investment returns up to and
including a gross rate of 12%, provided that one of the returns is a 0% gross rate. Although
the maximum assumed rate of 12% may be acceptable, members are urged to assure that
the maximum rate illustrated is reasonable considering market conditions and the available

investment options.

Is 14% a reasonable return? —

Est Yr 1 Cash Value Surrender Yrs Average Death Benefit @ Crediting Bonus ~ Ultimate
Policy/Benchmark { Premium Ratio Charge Applied Decrease %/Yr  Endowment/Maturity Rate %| Rate % Rate %
Policy Under Evaluation 0.00% 100.00% 9 11.11% $6,668,822 14.33 | 0.00 14.33
Benchmark for Institutionally-Priced Policies 80.00% 0.00% N/A N/A $106,514,900 14.33 | 0.00 14.33
Benchmark of All Policies 0.00% 88.00% 11 8.00% $104,169,600 14.33 | 0.00 14.33

EstYr 1 Cash Value Surrender Yrs Average Death Benefit @ Crediting Bonus | Ultimate
Policy/Benchmark / Premium Ratio Charge Applied Decrease %!/Yr Endowment/Maturity Rate % | Rate % | Rate %
Policy Under Evaluation 0.00% 100.00% 9 11.11% $8,000,000 4.95 456 9.51
Benchmark for Institutionally-Priced Policies 80.00% 0.00% N/A N/A $8,000,000 495 456 951
Benchmark of All Palicies 0.00% 88.00% 11 8.00% Lapse @ Y29 4.95 456 9.51

FINANCIAL

A ONEDIGITAL COMPANY

Is a 4.56% undisclosed bonus misleading?

© 2023 Steven S. Zeiger. All rights reserved.

Research Courtesy of

Veralytic

U.S. Patent #7,698,158

U.S. Patent #6,456,979
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SAMPLE MORNINGSTAR FUND REPORT FOR VARIABLE LIFE

(3" PACIFIC LIFE
DFA VA U.S. Targeted Value

Available throwgh Pacific Life's Variable Universal Life lnsurance Products

Bemchmark
Russsedl 2000 Ve TR USDH

The investment smeks long serm capital sppreciation riogata Sustinabibt Rating o 13037 Gl Categary

The hund, using 3 market capitsbzation weighted oo Dut of 1 654 US Exuity Small Cap X
approoch, purcherses a broad and diverse group of rmadily o vestments ansheed 26 basend on 97% of ALM
marketabiie securities of LS. small and mid cap companies. Hatorcal Corporate % Rarsk in Slskal Saxtuinaiisty Mardate
that the Adisor determines tn be value stocks with higher Catngery
profitabiity. As a non-fundamental poficy, it will nvestat & L]

=2 B0% of its net 1 et f U5 companie
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SAMPLE EBIX LIFE INSURANCE COMPANY RESEARCH

Trend Analysis Report

Lapse Ratio - 5 Year Comparison
Bl 07 [D20e 209 2020 [0 2021

B0 —

B
Bi%

Massschussits Mulusl Life Irs. Guardian 2 & Ann Ca Mortwesiern Mutusl Life Ins

Pruco Lifie Ins CaolNJ

FINANCIAL
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© 2023 Steven S. Zeiger. All rights reserved.

Multiple Company Graphical Comparison

| Invested Asset Distribution |

11.5%
1.5% — o ——02%
7.0%
2.6% 756% —now
54.1% 13.1%
Massachusetts Mutual Life Ins Guardian Ins & Ann Co
16.8%
1.5% — ~1.1% 4.8%
6.0%
1.3% 52% —— 8.8%
63.0% — 10.3% 47%
6.4%
Northwestern Mutual Life Ins Pruco Life Ins Co of NJ
N Bond WM Stocks Mortgages [l Real Estate Policy Loans Cash & Short-Term [l Other
Bond Maturity |
27.3% 13.2%
9.4%
24.0% ——M—— ——15.5% 25.5% — F
d 42.3%
9.9% —— ¢ 233% 96% ——— y
Massachusetts Mutual Life Ins Guardian Ins & Ann Co
19.1%
31.3% 8.9%
30.1% —
14.3% 285%— 7‘ 45.9%
6.0% —— 18.3% 3.5% ——— y

Northwestern Mutual Life Ins Pruco Life Ins Co of NJ

5to 10 Years [ 10 to 20 Years Over 20 Years

N 1 YearorLess [ 1to 5 Years
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Pain Statements From Fiduciaries Regarding Life Insurance

Fiduciaries have told us that they are:

= uncomfortable with the lack of transparency in the life insurance industry and confused by complicated
illustrations

= frustrated with the inability to determine which policy or illustration leads to a better outcome for their
clients

= worried about the fiduciary risk of referring business to non-fiduciaries or individuals who do not act
under a clients’ best interest definition

Which one resonates with you?

FI NAN C |AI‘ © 2023 Steven S. Zeiger. All rights reserved. Page 38
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MALE AGE 55 : GENERAL ACCOUNT BENCHMARKS
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THE Five Benchmarks for Life Insurance Suitability

1. :Enancial Strength & Claims-Paying Ability: (1 star)

The insurer’s financial strength and claims-paying ability ranks in the top decile (i.e., among the top 10%) of all rated insurers.
While high ratings for financial strength and claims-paying ability do not necessarily, in and of themselves, render a policy
appropriate, high ratings and low cost is considered more appropriate than otherwise. (Carrier Strength is reported in “Carrier
Due Care” located in the lower left corner of page 2 of the CPE Report. This section reports the insurer's ratings and rankings by
the four leading ratings services and the insurer's percentile ranking using a composite index. Ratings methods and the
significance of these rankings are discussed in detail on pages 2 and 3 of Section 4, CPE User Guide, of this report.)

2. 2ost Competitiveness: (1 star)
The policy under evaluation illustrates an overall cost structure and premium that is more competitive than the relevant
benchmark representative of an average, but competitively priced product. While a low overall cost structure and low illustrated
premiums do not necessarily, in and of themselves, render the policy appropriate, low premiums that are the result of a low cost
structure attributable to some demonstrable operating, underwriting and/or marketing advantage are considered more
appropriate than otherwise. To evaluate Cost Competitiveness, the CPE system considers Funding Strategy and Pricing Style
(reported in “Product Profile” located at the top left corner of page 1 of the CPE Report), as well as Premium Cost
Competitiveness (reported in “Premium Comparison” located at the upper right corner of page 1 of the CPE Report). (The
significance of Cost Competitiveness is discussed in detail on pages 3-5 of Section 4, CPE User Guide, of this report.)

3. Pricing Stability: (1 star)
*

Pricing of all life insurance policies are a function of three (3) variables: 1) cost of insurance (COIl) charges, 2) policy expenses,
and 3) the illustrated/actual earnings rate on policy cash values. Pricing for the policy under evaluation is adequate and
reasonable to the extent that cost of insurance (COIl) charges and policy expenses appear to be based on actual claims and
operating experience according to disclosures included in the illustration of the policy under evaluation. The insurer’s retention
capacity allows the insurer to exercise substantial control over pricing for the policy under evaluation, and, therefore, pricing for
this policy is least vulnerable to changes in the reinsurance market. In addition, the pricing of the policy under evaluation is
based on interest assumptions which are in line with historical returns for the asset classes corresponding to the asset types in
which policy cash values are invested. While the CPE has no way of predicting whether a policy will perform as illustrated, the
CPE does consider whether the values illustrated are consistent with the insurer’s historical experience, whether this experience
has been fully disclosed, and how potential changes in experience might impact future policy performance. (The significance of
FI N ANC' Al_ Pricing Stability is discussed in detail on pages 5 and 6 of Section 4, CPE User Guide, of this report.)

A ONEDIGITAL COMPANY Page 40




THE Five Benchmarks for Life Insurance Suitability

4, Eflative Policy Value: (1 star)

Cash value liquidity for this policy is greater than the representative benchmarks. While liquidity can be less relevant in certain
plan designs, policies with higher cash values and greater liquidity than relevant benchmarks are generally considered more
appropriate than policies with lower cash values and more limited access to policy cash values. (Relative Cash Value
comparisons are summarized in “Hypothetical Policy Cash Value Account Growth” located near the bottom of page 1 of the
CPE Report. The significance of Relative Cash Value is discussed on pages 6 and 7 of Section 4, CPE User Guide, of this
report.)

5. ;-Iistorical Performance: (1/2 star)
The cash value allocation options for the product under evaluation are considered acceptable in that the historical net yield on
the insurer’'s General Account Portfolio supporting illustrated policy cash values is roughly the same as the average historical
net yield for all insurers (to the extent that allocating all policy cash values to non-equity, fixed-income-type assets is consistent
with the risk/return profile of the policy owner). Insurers are required by law to invest cash values for permanent products (other
than variable) predominantly in declared-rate investments such as bonds and mortgages. While the illustrated policy crediting
rate may be higher or lower that the insurer’s net portfolio yield at a given point in time, over time the actual policy crediting rate
must correlate with the yield on the insurer’'s General Account Portfolio. Thus, permanent products (other than variable) whose
cash values are invested in a General Account with higher historical net yields are generally considered more appropriate than
policies whose cash values are invested in a General Account with Jower historical net yields. (The CPE compares the
illustrated net portfolio yield with average net portfolio yields for all insurers and summarizes comparisons in “Product Profile”
located in the upper left corner of page 1 of the CPE Report. The significance of Cash Value Allocation Options is discussed on
pages 7 and 8 of Section 4, CPE User Guide, of this report).

FINANCIAL
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SAMPLE INDEPENDENT PRICING AND PERFORMANCE RESEARCH SNAPSHOT

MetLife Life Paid-Up at Age 98 ™ o aihstbna)

| Product Profile | [Policy Expense | [P Comp - Face Amt: $12,213,423

Product Rating: (4 1/2 stars :ul*z:l 5 stars)
Product Type: wL 0.30 450,000 -+
Premium Type: Fixed 400,000 4
Min. Face Amount: $10,000 0.25 4 350,000
Optimal Funding Strategy: Mixed .
Prlclng s'ﬂw 0.20 300,000
tors. Cost of Insurance cnm(com E‘D'MD‘
& Eamings & Produd wrhb"y & arsire osteguAced by v cevesre o 250,000
underyn exps 5o The Pring A 0.15 4
PR b; i 200,000
o Mixed gy 0.10 150,000 Research Courtesy of
Retail 100,000
0.05 ]
50,000 °
$ 0.00 - o
Experience-| 1 2 1 1 2
Rated E] oor _] POLIOY D PREMIUM 1. Policy Under Evaluation
CHAROES EXPENSES LOADS 2. Institutional Pricing Benchmark
3. Benchmark for All Policies
Policy Avg 1-Policy Under Evaluation U.S. Patent #6,456,979
Under for All 2. Institutionally Priced Policies Premium Comparison calculates the minimum level ! !
Evaluation Policies 3. Retail Policies annual premium required over 7 years to endow the
ortfo o a policy, assuming a 6.25% average nel policy eamings rate
3 sm,f’e‘?::_,_. S-yr g, Nat b o Yieid ST, Policy Expense Breakdown measures the present value and current expense assumplions for a policy issued to a u. S Patent #71 6981 158
cost per $ of Death Benefit and the individual cost 54 year old male Non-Smoker Preferred + risk.

components, assuming identical funding amounts and
funding patterns for a policy issued to a 54 year old male
Non-Smoker Preferred + risk.

Cost of Insurance (COI) Charges - I Policy Expenses - I Premium Loads DI
Policy Institutional Benchmark Policy Institutional Benchmark Policy Institutional Bend\mark
Under Pricing for All Under Pricing for Al Under Pricing for Al
Evaluation Benchmark Policies % of Cash Value __ Evaluation Benchmark Polmas % of Premium Evaluation Benchmark Polu:les

Weighted-Average ¢ 044 373 ¢4 052,914 $1.065197 M&E Risk % 0.00 0.00 0.00 State Tax % 0.00 2.35 235
Achuel COL ! Other % 0.00 0.00 0.00 Fed DACTax%  0.00 1.50 1.50

Total % 0.00 0.00 0.00 Carrier % Load(s): 0.00 0.00 0.00

Loan Spread % N/A 1.00 2.00 Sales/Service %

0.00 3.65 3.65
Load(s):
Fixed Charges Total % 0.00 7.50 7.50
Per Policy Yr $0 $11,941 $11,941 = 5 &
Hypothetical Policy Cash Value Account Growth Planned Annual Premium: $260,330

Policy Under Evaluation

18,000,000
- Institutional Pricing Benchmark
16,000,000
. Benchmark for All Policies "
14,000,000 1 3
12,000,000 The purpose of this graph is to show how .
different policy charges could effect yo(lcy
alue and death banefit, This graph
10.000.000 hypothatical and may not ba usad to pradict
or project actual policy performance or tax
8,000,000 treatment.
6,000,000
4,000,000
2,000,000 \
0 - T T 4 T
° ) S - RS
Average
Est Yr 1 Cash Value Surrendel Yrs Decrease Death Benefit @ Crediting Bonus Ultimate
Policy/Benchmark / Premium Ratio Cha ied %/Yr Endowment/Matu: Rate % Rate % Rate %
Policy Under Evaluation 117.87% 0.00% NA  NIA $15,482,459 6.25 000 625
for ituti Priced Policies 80.00% 0.00% N/A N/A Lapse @ Y34 6.25 0.00 6.25
Benchmark for All Policies 0.00% 88.00% 1 8.0000% Lapse @ Y31 6.25 0.00 6.25
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SAMPLE INDEPENDENT PRICING AND PERFORMANCE RESEARCH SNAPSHOT
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New York Life Whole Life

ThelnsuranceAdvisor.com Category

Institutional
[[Product Profile | [Policy Expense Breakdown ] [Premium C ison - Face Amt: $1,085,979
BT (3 172 stars out of 5 stars)
(aimey latalet/ 0.35 450,000
Product Type: WL »
Premium Type: Fixed 0.30 4 400,000 4
Min. Face Amount: $10,000 350,000 4
Optimal Funding Strategy: Mixed 025 Y
Pricing Style: s 300,000
Esmnge e atmgme 0.20 250,000 4
mmu-mmmwmn:mum;:nm) 015 200,000 4
Accum M7€9 prem 5o 150,000
Retail g 100,000 4
\nstitutional 0.05 4 50,000 A
’ 0.00 - 04
Experience-| 1 2 2 1 ?
Rated| @ cox E POLICY PREMIUM 1. Policy Under Evaluation
cHArces M exFenses LORDS 2. Institutional Pricing Benchmark
3. Benchmark for All Policies
Policy Avg 1 Policy Under Evaluation
Under for All 2. Institutionally Priced Policies Premium Comparison calculates the minimum level
Evaluation Policies 3. Retail Policies annual premium required over 1 years to endow the
Portfolio licy, assuming a 6.79% average net eamil rate
,,,:,7\,2?:“, S Avo, Net s S72% Policy Expense Breakdown measures the present value ﬁfg.mm expense for ap:;rl.zy m,:g’ toa
) cost per $ of Death Benefit and the individual cost 55 year old male Non-Smoker
components, assuming identical funding amounts and
ﬁ'ungpmemsiorapohcynswedwassyearoldmale
Non-Smoker Preferred risk.
Cost of Insurance (COI) Charges !I I Policy Expenses :] I Premium Loads D I

Policy Institutional Benchmark

Poiicy Immmmal Benchmark

Policy Institutional Benchmark

Under Pricing for All for All Under Pricing for All
Evaluation Benchmark Policies % of Cash Value Evaiudnm Bencrmark Policies % of Premium Evaluation Benchmark Policies
Weighted-Average $125161 $115674 $116736 MRE Risk % 0.00 0.00 0.00 State Tax % 0.00 235 235
L ’ ’ ' Other % 0.00 000 0.00 Fed DACTax% 000 150 150
Total % 0.00 0.00 0.00 Carrier % Load(s): 0.00 0.00 0.00
Loan Spread % 0.92 1.00 2.00 Sales/Service %
<) 0.00 365 365
Fixed Ch:
Per Policy Yr $0 $1,283 $1,283 i i s b
Hypothetical Policy Cash Value Account Growth Planned Annual Premium: $379,827|
. Policy Under Evaluation
9.000,000 T s
- Institutional Pricing Benchmark
8,000,000
. Benchmark for All Policies
7,000,000
6,000,000 The purpose of this graph is to show how
different policy charges could effect policy
5.000.000 value and death benefit. This graph is
L hypothetical and may not be used to predict
or project actual policy performance or tax
4,000,000 treatment.
3,000,000
2,000,000
1,000,000
0
° ® P ® ©
Average
Est Yr 1 Cash Value Sumender Yrs Death Benefit @ Ctedtng Bonus Ultimate
/ Premium Ratio Charge Applied %/Yr Rate % Rate %
Policy Under Evaluation 104.37% 0.00% NA NA $2,042,788 679 0.00 679
Benchmark for Institutionally-Priced Policies 80.00% 0.00% NA NA $2,042,788 6.79 0.00 6.79
Benchmark for All Policies 0.00% 88.00% 1" 8.0000% $2,042,788 6.79 0.00 6.79

© 2023 Steven S. Zeiger. All rights reserved.

Research Courtesy of

Veralytic
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MALE AGE 35: GENERAL ACCOUNT BENCHMARK AND VARIABLE BENCHMARK
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INFORCE POLICY: INDEPENDENT EVALUATION, AGE 35M

Research Courtesy of

. o |
= Client is insured with MassMutual Whole Life Veralytic

= Internal costs of $0.16 per dollar of death
benefit on a present value basis.

= Best available rates and terms are 40% less

. MassMutual 21
than the Veralytic benchmark.! |Whole Life Legacy”20 Pay ' e
Product Profile Policy Expense Breakdown Premium Comparison - Face Amt:

$10,000,000

= 60% X $0.14= $0.084

= Potential Savings: $0.08 X $10,000,000 =
$800,000 PV adjusted

1 2 3 2 3
[ EREeces M ESHEREes (] 0502
Institutionad 1. Policy Under Evaluation

1. Policy Under Evaluation 2 ly ng
2. Institutionally Priced Policies 3. Benchmark for All Policies
3. Retail Policies

Poli A

Under for Rt

) o Policy E: B the present value Premium C the level

4.47% S.yr Avg. Net Portiolio Yield * 370% cost per S of Death Benefit and the individual cost annual premium required over 20 years to maintain the
i p— I { for 60 years, assuming a 6.20% average net

. g fu g and policy
lundTng patterns for a policy issued to a 35 year old male E:bcy eamings rate and current expense assumptions
Non-Smoker Preferremsk. r a policy issued to a 35 year old male Non-Smoker
Preferred risk_

1Source: Trust & Estates Mag

FINANCIAL
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WHERE CAN THE OWNER APPLY THE SAVINGS?

= |ndependent research says there is $800,000 adjusted for time value of money @6.5%.

= How can the policy owner benefit from this savings?
= Increase cash value
= Increase policy duration
= Reduce premium or buy more death benefit

=  Knowing what to do with the research findings, this is what we found.

2023 Steven S. Zeiger. All rights reserved. Page 46



HOW TO UTILIZE THE COST SAVINGS

Buy $15,700,000 more coverage. Guaranteed. Research Courtesy of

Veralytic

= Current plan: Pay $180,000 for 19 years for
$10M, annually increasing face amount @%$0.16 Pruco Life

. . Veralytic Qale_gory

per dollar of death benefit on a PV basis P,’m"fc.':mﬁmtecmr [Pt Exparas Breskonr B ]
$25,700,000
Pm“m’é' (35!&1“0:‘5':;: P e

= Proposed plan: Pay $180,000 for 19 years for e e O

$25.7M @$0.08 per dollar of death benefit on a ST 10000 ]
PV basis T A i e

Max. Min.
Accum Mixed Prem

0.00

Institutionas|

= This was a trust owned policy with no prudent } s S £ R PR Ermen
process for the initial policy selected

] Pobces Policy E:g)ense Br 1 the p value Premium Comparison calculates the minimum level
# of Funds 57 cost per $ of Death Benefit and the individual cost annual premium required over 19 years to maintain
R s, ical funding amounts and policy for 65 years, assuming a 6.49% average net
oy i A i = MndTng patterns for :Euohcy issued to a 35 year old male E)bcy eamings rate and current expense assumptions
% Avg Inv Mgmit Fee Ba% Non-Smoker Preferred + risk_ r a policy issued to a 35 year old male Non-Smoker
* Source: Momingsaar Preferred + risk.

Whole life is a conservative product, GVUL is a conservative or aggressive product depending upon investment
choice.

FINANCIAL
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INFORCE POLICY VS MARKETPLACE ALTERNATIVES

Existing Policy
2020 Dividend Scale

Mass Mutual
Policy Number 25N

Whole Life Legacy 20 Pay

Whole Life Summary:

Underwriting: Select Preferred NT
Rate Assump: 2020 Dividend Scale .
Not Applicable * Paying $182,500 annually for 18 years.
DB Guarantee Lifetime (S10M)
Face Amount $10,000,000
Shdes * DB grows from $10M to $24M at LE based on non-guaranteed
EOY Surrender ° °
v Age Vel dividend
2 37 $182,500 $91,827 $10,162,588 4296%
3 38 182,500 257,643 10,255,679 527.7%
4 39 182,500 431,494 10,357,952 223.9%
5 40 182,500 613,846 10,469,512 132.6%
6 41 182,500 805,198 10,590,937 91.0%
7 42 182,500 1,008,261 10,731,495 67.8%
8 43 182,500 1,223,364 10,887,898 53.3%
=) a4 182,500 1,451,444 11,057,765 43.4%
10 as 182,500 1,693,120 11,241,644 36.3%
11 46 182,500 1,949,776 11,440,903 31.0%
12 a7 182,500 2,221,714 11,653,279 26.9%
13 48 182,500 2,509,311 11,877,037 23.7%
14 a9 182,500 2,813,618 12,112,521 21.1%
15 50 182,500 3,135,503 12,358,822 18.9%
16 51 182,500 3,475,118 12,615,335 17.1%
17 52 182,500 3,833,231 12,881,873 15.6%
18 53 182,500 4,211,079 13,160,045 14.3%
19 54 182,500 4,609,581 13,449,352 13.2%
20 55 o 5,029,535 13,749,413 12.3%
25 60 6,552,033 15,271,380 9.5%
30 65 o 8,499,280 17,039,113 7.8%
35 70 o 10,952,811 19,090,533 6.8% Notes:
40 75 o 13,985,038 21,455,368 6.1% 1)  For illustrative and presentstion purposes only. This report is not intended to provide specific investment, tax, or legal advice.
as 80 o 17,594,824 24,152,458 5.6% 2] The shaded row highlights estimated life expectancy based on the IRS Table 2000CM. It is based on age only and does not adjust for gender or consider insured specific medical underwriting.
s0 a5 o 21,772,130 27,167,958 5.29 3) The_iniormation shown is baseé 0r_1 illustrations issued_ t_w Massachs:etrs Mutu_al_ Life Insurance Company (Boston, MA]_and Pruco Life Insurance Company (Newarlf, . ) )
Policy values are based on the indicated ages, underwriting assumptions, specified rates of return, and current mortality and expense charges. They are hypothetical and may not be used to project or predict future results. Please refer to the
S5 90 o 26,360,316 30,625,179 4.9% detailed illustrations for more information, including the guaranteed policy values. This report must be accompanied by its Disclosure Page which contains important infermation including Federal Tax Information.
60 o5 o 31,228,693 34,463,430 a4.7% 4)  Any guarantees shown are backed by the financial strength and claims -paying ability of the issuing carrier.
65 100 o 38,041,248 38,041,248 4.4% 5) Premiums and face amounts will be subject to final underwriting, carrier selection, state of issue and retention limits. The guaranteed period assumes that the premiums are paid on time and no loans or withdrawals are taken from the policy.
The illustrations for new insurance assume & 1035 exchange from your existing policy based on the account value as of 06/16/21. The actuzl amount of the 1035 transfer could be more or less than what iz shown and any variation in the 1035
70 105 o 50,171,249 50,171,249 4.5% amount could materially change the above projections.

FINANCIAL -
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INFORCE POLICY VS MARKETPLACE ALTERNATIVES

Alternative Policy
VUL with Maximum Lifetime GDB

Prudential
Not Applicable
VUL Protector
Variable Universal Life with NLG

Underwriting Preferred Best S .
: 7.00% Gross / 6.44% Net u mma ry.

Rate Assump:

1035 Exch $48,700
bl M s oa000 * Paying $182,500 annually for 18 years.

Net Cash Guar
Surrender Death j e DB 25-7M

Value Benefit

Yr
2 $182,500 {e] $25,700,000 H
D% Cimse roms zshco0e0  sssrm sisen * Why? Because internal costs were reduced from $0.16 to $0.08 per $1 of
4 39 182,500 252,348 25,700,000 $25.7M 350.7%
5 40 182,500 444,779 25,700,000 $25.7M 199.5% 4 4
e 152500 oamose 25700000 $25.7M  13a5% death benefit on a PV basis
7 42 182,500 876,412 25,700,000 $25.7M 99.4%
8 43 182,500 1,125,172 25,700,000 $25.7M 77.7%
9 44 182,500 1,350,902 25,700,000 $25.7M 63.2%
10 45 182,500 1,595,544 25,700,000 $25.7M 52.8%
11 46 182,500 1,868,059 25,700,000 $25.7M 45.1%
12 a7 182,500 2,186,698 25,700,000 $25.7M 39.1%
13 48 182,500 2,486,384 25,700,000 $25.7M 34.4%
14 49 182,500 2,785,970 25,700,000 $25.7M 30.5%
15 50 182,500 3,112,418 25,700,000 $25.7M 27.4%
16 51 182,500 3,478,342 25,700,000 $25.7M 24.7%
17 52 182,500 3,835,331 25,700,000 $25.7M 22.5%
18 53 182,500 4,209,214 25,700,000 $25.7M 20.5%
19 54 182,500 4,604,469 25,700,000 $25.7M 18.9%
20 55 o 5,022,313 25,700,000 $25.7M 17.5%
25 60 o 6,569,791 25,700,000 $25.7M 12.6%
30 65 o) 8,559,039 25,700,000 $25.7M 9.8%
35 70 o 10,992,998 25,700,000 $25.7M 8.0%
40 75 o 14,413,740 25,700,000 $25.7M _ 6.7% Notes:
] 1) Forillustrative and presentation purposes only. This report is not intended to provide specific investment, tax, or legal advice.
a3 80 © HEOAL10: 204 2200:000) SES TN S5 2} The shaded row highlights estimated life expectancy based on the IRS Table 2000CM. It is based on age only and does not adjust for gender or consider insured specific medical underwriting.
50 85 o 25,657,547 29,506,179 $25.7M _..5.4% 3) The information shown is based on illustrations issued by Massachsetts Mutual Life Insurance Company (Boston, MA) and Pruco Life Insurance Company (Newark, NJ).
55 20 le) 34,446,351 37,890,986 $25.7M 5.4% Policy values are based on the indicated ages, underwriting assumptions, specified rates of return, and current mortality and expense charges. They are hypothetical and may not be used to project or predict future results. Please refer to the
60 o5 o 46,436,854 49,687,434 $25.7M 5.4% detailed illustrations for more information, including the guaranteed policy values. This report must be accompanied by its Disclosure Page which contains important information including Federal Tax Information.
e 4)  Any guarantees shown are backed by the financial strength and claims -paying ability of the issuing carrier.
65 100 9 62,969,857 64,858,953 $25.7M __ 5.4% 5) Premiums and face amounts will be subject to final underwriting, carrier selection, state of issue and retention limits. The guaranteed pericd assumes that the premiums are paid on time and no loans or withdrawals are taken from the policy.
70 105 [¢] 86,155,551 87,017,107 $25.7M 5.5% The illustrations for new insurance assume a 1035 exchange from your existing policy based on the account value as of 06/16/21. The actual amount of the 1035 transfer could be more or less than what is shown and any variation in the 1035

amount could materially change the above projections.
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FEMALE AGE 52 GENERAL ACCOUNT BENCHMARK & VARIABLE BENCHMARK
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INFORCE POLICY: INDEPENDENT EVALUATION, AGE 52F

= Client is insured with NorthwestMutual whole life.
= Internal costs of $0.26 per dollar of death benefit on a present value basis.
= Best available rates and terms are as low as 40% less than the Veralytic benchmark.!

Northwestern Mutual 21

Veralytic Category

Estate ComplLife Institutional

|Produc'l Profile | | Policy Expense Breakdown | |Prsmh.|m Comparison - Face Amt: §3,852 668 |
roduct s (4 172 stars aut of 5§ =tars) T i
g M - . . . ’ X ST

Product Type: WL 0.30 4 —_— 35,000

Pramium Type: Fixed 30,000
Min_ Face Amount sspopon 025

Dplimal Funding Stategy: Mixed 0.20 25,000

Pricing Stylec 20,000
Pﬁvﬂm&i:ahmﬁmﬂlfﬂpﬂ:cmurlmm . 0.15

e g o skt 15,000
rienos i X i 0.10

s St bt o STV At o mac e} 10,000
M 005

Acgm Misd _Prem caDIN!

0.00 ]

Feetai 1 1 2 3
[ & I . ] EEREE
1. Policy Under Evaluation
Irsstit CY
et 1. Palicy Under Evalustion 2. Instiutonally Prcing Benchmark
2. Institutionally Priced Policies 3. Benchmark for All Folicies
. 3. Retail Policies
Experience-Rabed
Palicy o Research Courtesy of
er o
Evaluation Pobcies Policy Expense Breakdown measures the present value  Premium Comparison calculates the minimum level
4.353% Seyr Avg. Net Portialio Yield * AT0% cost per § of Death Benefit and the individual cost annual premium required over 48 gaars to maintain the
* Bouros: Vitak components, assuming identical funding amounts and policy for 48 years, assuming a 5.4 average net
- ViaSigs” funding patterns for a policy issued to a 52 year old polficy eamings rate and cument expense assumptions [ ] ]
femala Non-Smoker Preferred + risk. fior & paolicy issued to a 52 year old female Non-Smoker
Preferred + rigk. I
[cost of Insurance (COI) Charges ] [Policy Expenses W] [Premium Loads O

FI NAN ClAL 1Source: Trust & Estates Mag © 2023 Steven S. Zeiger. All r|ghts reserved. Page 51
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WHERE THE POLICYOWNER CAN APPLY SAVINGS?

= How could the policyowner use the cost savings?
= Increase cash value
= |ncrease policy duration
= Reduce premium or buy more death benefit

= Knowing what to do with the research findings, this is what we found.

FINANCIAL

A ONEDIGITAL COMPANY © 2023 Steven S. Zeiger. All rights reserved. Page 52




HOW TO UTILIZE THE COST SAVINGS

Penn Insurance & Annuity 24

Veralytic Category

Protection VUL Institutional

|Pm-duc'l Profile | |Polll:y Expense Breakdown | |Prnmh.|rr| Comparison - Face Amt: §7,000,000 |
Brodct Fa {5 stars out of 5 stars)
ot Rakog dokkdk 0257 — 110,000
Praduct Typa: wuL 100,000
Premium Type: Flexitle 0.20 - ©0.000 -
Min. Face Amount: 350,000 80,000 4
Oplimal Funding Stabegy: Min fund 0.15 4 ;gg 1
Pricing 2 . v i
Pmrypmcg is & funclion of 3 factors: Cost of Insurance 50,000 4
I:ha.r?es( Is), Expenses & Eamings. Product suitability is 0.10 4 40,000 -
therelore categorized by the struciure of and the urderlying ¥
mr:'mbrﬂzsemﬁng componsnts. (See The Pricing 30,000 -
waction below or at Ver -com for more information .05 20 000 -
10,000 o
0.00 4 o 4

Reetai 1 2 3
D CHARDES EXPEHIES D ﬁ‘un
1. Policy Under Evaluation
Instit v
e n 2. insiitutionally Pricing Benchmark
3. Benchmark All Policies.
Policies.
Experience-Rated
Puali A
und":'; for
—Eualumtion Pabces Palicy Expense Breakdown measures the present value Premium Comparison calculates the minimum level
B # of Funds: 57 cost per § of Death EEH:_EJI‘! and III;“e i‘n;-:l_ixridual cost » a.nljualfg_rigium required over 425?5;:5 te maintain the
e cor punerﬂx, assumng entica Iy g Emounts an FI*.)‘ years, assumang a o.i average net
e & of Top Pe = “ funding patterns for a policy issued to a 51 ywear old policy eamings rate and cument expenss assumptions
0.13% Avg Ire Mgmit Fee 0.84% female Non-Smoker Prefarred + risk. for a policy issued to a 51 year old female Non-Smoker
* Souros: khoming siar’ Preferred + risk.

|Cost of Insurance (COl) Charges !I |Poll:y Expensas !I |Prn|r|lurr| Loads |:||

Research Courtesy of

Veralytic

FINANCIAL
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Current plan: Pay $19,648 for life year for
$3.8M, annually increasing face amount
@%0.26 per $1 of death benefit on a PV basis

Option 1: Pay less premium — buy $3.8M for
lower premium

Option 2: Buy more death benefit — buy $7M
Guaranteed for $19,648 premium for life plus
IRC 1035 of $947,000 @%$0.17 per dollar of
death benefit on a PV basis

Whole life is a conservative product, GVUL is a conservative or aggressive product depending upon investment choice.



INFORCE POLICY VS MARKETPLACE ALTERNATIVES

Not a MEC
Existing Policy - NWML All Pay

u Summary: Northwestern Mutual

Policy Number
Estate ComplLife (Single Life)

= Paying $19,648 annually Whole Lite

= DB grows from $3.8M to $6.7M at LE based 055 e s e
on non-guaranteed dividend st

New Surr Death Death Proj
Prem Value Benefit Benefit DB

12 51 $0 $1,010,356 $3,852,668 $3.0M 307%
13 52 19,648 1,076,690 3,916,550 $3.1M 102.3%
14 53 19,648 1,146,131 3,982,952 $3.1M 60.3%
15 54 19,648 1,218,973 4,052,245 $3.1M 42.7%
16 55 19,648 1,295,305 4,124,295 $3.2M 33.1%
17 56 19,648 1,375,216 4,199,219 $3.2M 27.1%
18 57 19,648 1,458,535 4,276,191 $3.2M 22.9%
19 58 19,648 1,545,368 4,355,189 $3.3M 19.9%
20 59 19,648 1,635,798 4,435,949 $3.3M 17.6%
21 60 19,648 1,730,002 4,518,450 $3.3M 15.8%
22 61 19,648 1,828,148 4,602,804 $3.3M 14.4%
23 62 19,648 1,930,418 4,689,298 $3.4M 13.2%
24 63 19,648 2,036,967 4,777,711 $3.4M 12.2%
25 64 19,648 2,147,453 4,867,152 $3.4M 11.4%
26 65 19,648 2,262,002 4,957,723 $3.4M 10.6%
27 66 19,648 2,381,011 5,050,152 $3.4M 10.0%
28 67 19,648 2,504,633 5,144,528 $3.5M 9.5%
29 68 19,648 2,632,898 5,240,945 $3.5M 9.0%
30 69 19,648 2,765,900 5,339,427 $3.5M 8.5%
31 70 19,648 2,903,698 5,439,957 $3.5M 8.2%
36 75 19,648 3,665,746 5,978,563 $3.6M 6.7%
41 80 19,648 4,551,081 6,577,461 $3.6M 5.8%
46 85 19,648 5,542,464 7,257,229 $3.7M 5.1%
51 90 19,648 6,585,627 8,000,385 $3.7M 4.7%
56 95 19,648 7,700,557 8,794,586 $3.7M 4.3%
61 100 19,648 8,862,525 9,750,033 $3.8M 4.0%
66 105 19,648 10,120,149 10,782,014 $3.8M 3.8%

Notes:
1) Forillustrative and presentation purposes only. This report is not intended to provide specific investment, tax, or legal advice.
2} The shaded row highlights estimated life expectancy based on the IRS Table 2000CM. It is based on age only and does not adjust for gender or consider insured specific medical undenwriting.
3) The information shown is based on illustrations issued by Morthwestern Mutual Life Insurance Company (Milwaukee, WI} and The Penn Insurance and Annuity Company (Philadelphia, PA).
Policy values are based on the indicated ages. undenwriting assumptions, specified rates of return, and current mortality and expense charges. They are hypothetical and may not be used to project or predict future results. Please refer to the

detailed illustrations for more information, including the guaranteed policy values. This report must be panied by its Disclosure Page which contains important information including Federal Tax Information.
4) Any guarantees shown are backed by the financial strength and claims -paying ability of the issuing carrier.
£) Premiums and face amounts will be subject to final underwriting, carrier selection, state of issue and retention limits. The guaranteed period assumes that the premiums are paid on time and no loans or withdrawals are taken from the policy.
1]
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INFORCE POLICY VS MARKETPLACE ALTERNATIVES

Not a MEC
VUL Policy - Match NWML Premium

= Summary:. Fenn Mutual

Not Applicable
Protection VUL

= Paying $19,648 annually plus IRC 1035 Vaniable Universal Life wiNLG

Underwriting: Preferred Plus
Rate Assump: 7.00% Gross / 6.87% Net
1035 Exch /LS
= DB from $7M to $7.1M at LE s,
F'oOws 1ro (0] . a DB Guarantee Lifetime
Death Benefit $7.,000,000
H Proj Guar IRR on
= H the DB d? Int I
ow was tne Increased? Interna = Death  Death j
Yr _Age Benefit Benefit
costs were reduced from $0.26 to 5 o Sos  ame Sovooes Srom e
. 13 52 19,648 738,825 7,000,000 $7.0M 170.8%
. 14 53 19,648 793,130 7,000,000 $7.0M  93.8%
$0.17 per $1 of death benefit on a PV s RED TR Tnwe  Tow am
. .16 55 19,648 911,672 7,000,000 $7.0M _ 48.2%
. 17 56 19,648 974,293 7,000,000 $7.0M  38.6%
baSIS 8 57 19,648 1,039,364 7,000,000 $7.0M  32.1%
19 58 19,648 1,107,004 7,000,000 $7.0M  27.5%
20 59 19,648 1,177,137 7,000,000 $7.0M  23.9%
21 60 19,648 1,249,614 7,000,000 $7.0M  21.2%
22 61 19,648 1,357,859 7,000,000 $7.0M  19.0%
23 62 19,648 1,471,433 7,000,000 $7.0M  17.2%
24 63 19,648 1,596,537 7,000,000 $7.0M  15.7%
25 64 19,648 1,737,583 7,000,000 $7.0M  14.4%
26 65 19,648 1,885,071 7,000,000 $7.0M __ 13.3%
27 66 19,648 2,039,150 7,000,000 $7.0M  12.4%
28 67 19,648 2,175,043 7,000,000 $7.0M  11.6%
29 68 19,648 2,318,503 7,000,000 $7.0M  10.8%
30 69 19,648 2,469,735 7,000,000 $7.0M  10.2%
3170 19,648 2,628,787 7,000,000 $7.0M 9.6%
36 75 19,648 3,557,609 7,000,000 $7.0M 7.4%
41 80 19,648 4,781,419 7,109,637 $7.0M 6.1%
46 85 19,648 6,363,518 8,434,338 $7.0M 5.6%
51 90 19,648 8,313,402 10,060,621 $7.0M 5.3%
56 95 19,648 10,741,109 12,048,299 $7.0M 5.1%
61 100 19,648 14,178,659 14,662,070 $7.0M 5.0%
66 105 19,648 18,781,939 19,422,296 $7.0M 5.0%

Notes:
1) Forillustrative and presentation purposes only. This report is not intended to provide specific investment, tax, or legal advice.
2) The shaded row highlights estimated life expectancy based on the IRS Table 2000CM. It is based on age only and does not adjust for gender or consider insured specific medical underwriting.
3) The information shown is based on illustrations issued by Morthwestern Mutual Life Insurance Company (Milwaukee, WI) and The Penn Insurance and Annuity Company (Philadelphia, PA).
Policy values are based on the indicated ages, undenwriting assumptions, specified rates of retum, and current mortality and expense charges. They are hypothetical and may not be used to project or predict future results. Please refer to the
detailed illustrations for more information, including the guaranteed policy values. This report must be accompanied by its Disclosure Page which contains important information including Federal Tax Information.

4)  Any guarantees shown are backed by the financial strength and claims -paying ability of the issuing carrier.
F I NA N < |AI_ 5} Premiums and face amounts will be subject to final undenwriting, carrier selection, state of issue and retention limits. The guaranteed period assumes that the premiums are paid on time and no loans or withdrawals are taken from the policy.
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CALL TO ACTION

= M= meet, this doesn’t mean that we are doing business, simply means that you have more questions

= |=introduction to someone in your network that you would like to introduce me to in order for them to learn more
= S= speaking opportunity to benefit that group

= A= what was your “aha” moment today?

= T&E= send a copy of the Trust & Estates Article

FI NAN ClAL © 2023 Steven S. Zeiger. All rights reserved. Page 56
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DISCLOSURES

=  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.

= This information has been taken from sources, which we believe to be reliable, but there is no guarantee as to its accuracy.

= Variable life insurance products are long-term investments and may not be suitable for all investors. An investment in variable life
insurance is subject to fluctuating values of the underlying investment options and it entails risk, including the possible loss of principal.

=  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
component gives you the flexibility to potentially increase the policy's cash value.

= This is a hypothetical illustration and is not indicative of the performance of any particular investment. The performance of your account will
vary and you may receive more or less than the amount invested.

= Veralytic is independently owned and operated.

=  Securities Offered Through M Holdings Securities, Inc. A Registered Broker/Dealer, Member FINRA/SIPC. Investment Advisory Services
Offered Through KB Financial Partners, LLC. KB Financial Partners, LLC. is independently owned and operated.

File number #5347907.1 APPROVED JAN 2023
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CONTACT INFORMATION

= Steven S. Zeiger

Managing Director - Wealth Management

KB Financial Partners, LLC- a OneDigital Company
300 Carnegie Center, Suite 240

Princeton, NJ 08540

(609) 514-4715 Direct
(917) 750-6201 Mobile
www.kbfcllc.com

Steven.Zeiger@onedigital.com
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tel:(609)%20514-4715
tel:(917)%20750-6201
http://www.kbfcllc.com/

COPYRIGHT DISCLAIMER

Copying, distributing, re-creating or any other unauthorized use of the content in these slides and videos without the written consent of Steven S. Zeiger is
strictly prohibited.
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What Fiduciaries Need to Know about
Dollar Sequence of Return Risk With Permanent Life Insurance
in Relationship to their Clients’ Best Interests.

March 2024
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Did You Hear About the
Actuary Who Drowned
While Trying to Cross a
River with an Average
Depth of 4”?

© 2023 Steven S. Zeiger. All rights reserved.
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Rivers don’t have average depths and life insurance doesn’t have level returns.

Rivers have varying depths and life insurance has varied returns.

Did You Hear About the Actuary Who : : PN
Drowned While Trying to Crossya We use Stochastic Analysis of life insurance

River with an Average Depth of %42 llustrations. What are the odds of success
when returns vary?
.
sto-chas-tic {sta kastik}

randomly determined, having a random
probability distribution or pattern that may be
analyzed statistically but may not be predicted
precisely.

Stochastic simulation for life insurance
randomizes return expectations for multiple
sets of future outcomes. The result is a
probabilistic outcome of the success or failure
of the policy for a lifetime.
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Stochastic Analysis Is Available for:

=  Permanent Life Insurance

= Inforce policies and proposed insurance
= Variable Life, Indexed Universal Life and Private Placement Life Insurance (PPLI)
= Death Benefit oriented (protection)

= Accumulation oriented (accumulation)

= With and without potential tax-free income solves

Single Life and Survivorship Life

Note: Universal Life and WL have variability but not volatility

Examine: varying crediting rate, Caps, costs, confidence levels, life expectancy, etc.
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Case Study 1: Indexed Universal Life- Protection-
lllustration

Universal Life Flexible Premium Adjustable Life Plan Narrative Summary
Initial Annual Premium: $8,244 39 Prepared For: Sample

Initial Death Benefit:
Riders: None

Indexed
Account

$1,000,000.00 Male Age 45, Preferred
IPremium Allocation: 100% Indexed, 0% Fixed

When you decide to allocate part of your premium payment to the Indexed Account, an “Index Segment” is
created. Each Segment accrues interest based on the positive performance of the S&P 500 Index (exclusive of
dividends and subject to cap and floor rates) between the allocation date and the end of the segment term, which
occurs one year after funds are allocated in the segment. This process is referred to as “annual point-to-point.”

Index Segments are created on the 15th of every month, so the Indexed Account may have up to 12 different
Indexed Segments in various stages of maturity at any given time. The total Indexed Account value is the sum of
these Indexed Segments.

Although the Indexed Account can earn interest based on the positive performance of the S&P 500, Protective
Index Choice UL is not a security or investment and you are not investing directly in the stock market.

if the S&P 500 Index becomes unavailable or if the index calculation is substantially changed, we will notify you of
the external financial index.

P’ S&P 500
Value
Beginning of

S&P 500 Value Beginning of Segment E
Year® l
4.

3 excluding dividends

We are looking at an illustration:
* Male age 45 Preferred

* Indexed Universal Life Ins*

* 100% index, long term horizon
e Cap of 9% - 3% guarantee

* Floor of 0%

 S&P 500 index, no dividends

* Participation rate 100%

* Premium $8,244 annually

¢ $1,000,000 face amount

* Guarantee period 28 years (A73)
e lllustrated at 5.77% to age 100

* What are the odds of success?

. I don’t sell IUL

. | don’t understand it

. Your clients will not understand it

. The insurer controls all the levers: cap, COlI, participation rate,
etc.

. If your clients want IUL we can make it a better design

Page 64



Case Study 1: Indexed Universal Life- Protection-
lllustration

Additional Key| "Age" is the issue age plus the number of years the policy is assumed to have been in force. This is the age at the
Terms end of the policy year.

"Allocation Date" The allocation date will be the 15th day of each calendar month. if the 15th is a non-Business
Day, then the next Business Day will be an Allocation Date.

“Cap Rate" is the maximum interest rate allowed for a Segment. It is the maximum rate of interest the policy will
earn, regardless of changes to the designated index. The cap rate credited to your policy value can be changed at
the sole discretion of the Company but not below the guaranteed cap rate of 3.00%. The illustrated cap rate is
9.00%.

"Floor Rate" The minimum interest rate allowed for 2 Segment. The floor for each Segment will not be less than
0.00%.
—

"Indexed Account” The Indexed Account is made up of 12 Indexed Segments, for which Indexed Interest is based
on the performance of external financial index S&P 500, exclusive of dividends.

"Indexed Segment" A division of the Indexed Account. There is a separate Segment for each Allocation Date in the
Policy Year.

"Indexed Segment Term" A period of one calendar year beginning on the Allocation Date. Each Segment has its
own Segment Term.

"Non-Guaranteed Elements" are the premiums, benefits, values, credits or charges that are not guaranteed or
cannot be determined at issue.

"Participation Rate"” The participation rate determines what percent of the gain in the designated index will be
credited to the policy. The participation rate for each Segment will never be less than its minimum guaranteed
participation rate shown on the policy schedule page. A higher participation rate does not necessarily mean a
higher crediting rate. Your crediting rate will depend on the S&P 500 performance (excluding dividends) and the
cap and floor rate.
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Case Study 1: Indexed Universal Life- Protection-
lllustration

Universal Life Flexible Premium Acjustable Life Plan | Tabular Detail

iti jum: 8 Prepared For: Sample
Initial Death Benefit: $1,000,000.00 Male Age 45, Preferred
Riders: None Premium Allocation: 100% Indexed, 0% Fixec

Guaranteed Assumptions Non-Guaranteed Assumptions Non-Guaranteed Assumptions
Fixed Account 1.00% Guaranteed Fixed Account 3.25% Current Fixed Account 3.25% Current
Interest Rate Interest Rate Interest Rate
Floor Indexed Interest Rate 0.00% Alternate Indexed Interest Rate 3.25% Illustrated Indexed Interest Rate 5.77%
Maximum Policy Charges Current Policy Charges Current Policy Charges

Premium Cumulative Policy Surrender Death Policy Surrender Death Notes Policy Surrender Notes
Premium Value! Value Benefit Notes ? Value ' Value Benefit 2 e L

8,244 3,415 1,000,000 6,040 0 1,000,000

Z. 16,489 6,752 1,000,000 12,147 1,000,000

8,244.39 24,733 10,037 1,000,000 18,323 1,000,000 1,000,000

8,244.39 32,978 13,257 1,000,000 24,562 1,000,000 1,000,000

8,244.39 41,222 16,390 1,000,000 30,961 1,000,000 1,000,000

8,244.39 49,466 15,423 1,000,000 37,589 5,339 1,000,000 41,221 8,971 1,000,000
8,244.39 57,711 22,300 1,000,000 44,383 12,893 1,000,000 49,337 17,847 1,000,000
8,244.39 65,955 24,973 1,000,000 51,340 20,610 1,000,000 57,866 27,136 1,000,000
8,244.39 74,200 27,409 1,000,000 58,491 28,531 1,000,000 66,859 36,899 1,000,000
1 8,244.39 82,444 29,608 41 1,000,000 65,833 36,643 1,000,000 76,332 47,142 1,000,000

11 8,244.39 90,688 31,559 3,139 1,000,000 73,323 44,903 1,000,000 86,264 57,844 1,000,000
12 8,244.39 98,933 33,285 5,635 1,000,000 80,933 53,283 1,000,000 96,652 69,002 1,000,000
13 8,244.39 107,177 34,798 7,928 1,000,000 88,671 61,801 1,000,000 107,525 80,655 1,000,000
14 8,244.39 115,421 36,086 9,996 1,000,000 96,532 70,442 1,000,000 118,904 92,814 1,000,000
15 8,244.39 123,666 37,114 11,814 1,000,000 104,533 79,233 1,000,000 130,834 105,534 1,000,000

16 8,244.39 131,910 37,801 17,561 1,000,000 112,595 92,355 1,000,000 143,266 123,026 1,000,000

62 17 8,244.39 140,155 38,042 22,862 1,000,000 120,746 105,566 1,000,000 156,257 141,077 1,000,000
63 18 8,244.39 148,399 37,732 27,612 1,000,000 129,045 118,925 1,000,000 169,899 159,779 1,000,000
156,643 36,797 31,737 1,000,000 137,638 132,578 1,000,000 184,367 179,307 1,000,000

65 20 I 8,244.39 I 164,888 35,153 35,153 1,000,000 146,503 146,503 1,000,000 199,683 199,683 1,000,000

Non-guaranteed assumptions assume that scales for interest and cost of insurance rates will continue unchanged by the Company for all years shown. This is not likely to occur because interest and
cost of insurance rates are subject to change by the Company based on various factors such as claims and investment experience, persistency, expenses, taxes, and the overall economic environment.
Actual results may be more or less favorable than those shown.
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Case Study 1: Indexed Universal Life- Protection-
lllustration

Universal Life Flexible Premium Adjustable Life Plan | Tabular Detail

Initial Annual Premium: $8,244.39 Prepared For: Sample

Initial Death Benefit: $1,000,000.00 Male Age 45, Preferred

Riders: None Premium Allocation: 100% Indexed, 0% Fixed

Guaranteed Assumptions Non-Guaranteed Assumptions Non-Guaranteed Assumptions
Fixed Account 1.00% Guaranteed Fixed Account 3.25% Current Fixed Account 3.25% Current
Interest Rate Interest Rate Interest Rate
Floor Indexed Interest Rate 0.00% Alternate Indexed Interest Rate 3.25% lllustrated Indexed Interest Rate 5.77%
Maximum Policy Charges Current Policy Charges Current Policy Charges

Premium Cumulative Policy Surrender Death Policy Surrender Death Notes Policy Surrender Death Notes
Age Year Outlay* Premium Value'! Value Benefit Value' Value Benefit 2 Value ' Value Benefit ?

66 21 0.00 164,888 21,566 21,566 1,000,000 148,641 148,641 1,000,000 208,706 208,706 1,000,000
67 22 0.00 164,888 7,028 7,028 1,000,000 * 150,564 150,564 1,000,000 218,001 218,001 1,000,000
68 23 0.00 164,888 0 o 1,000,000 » 152,285 152,285 1,000,000 227,612 227,612 1,000,000
69 24 0.00 164,888 0 0 1,000,000 153,685 153,685 1,000,000 237,458 237,458 1,000,000
70 25 0.00 164,888 0 0 1,000,000 155,364 155,364 1,000,000 248,120 248,120 1,000,000

71 26 0.00 164,838
72 27, 0.00 164,888
73 28 0.00 164,888
74 29 0.00 164,888
75 30 0.00 164,888

1,000,000 156,720 156,720 1,000,000 259,094 259,094 1,000,000
1,000,000 157,683 157,683 1,000,000 270,353 270,353 1,000,000
1,000,000 158,165 158,165 1,000,000 e 281,862 281,862 1,000,000
158,047 158,047 1,000,000 293,564 293,564 1,000,000
157,221 157,221 1,000,000 305,415 305,415 1,000,000

[= =« lNe o]
oo0oo0ooo

76 31 0.00 164,888
77 32 0.00 164,888
78 33 0.00 164,888
79 34 164,888
80 35 0.00 164,888

155,555 155,555 1,000,000 317,360 317,360 1,000,000
152,939 152,939 1,000,000 329,368 329,368 1,000,000
149,246 149,246 1,000,000 341,400 341,400 1,000,000
144,306 144,306 1,000,000 353,394 353,394 1,000,000
137,903 137,903 1,000,000 365,266 365,266 1,000,000

o0 o0oo0o
[ 3~ I~ B~ B =]

81 36 0.00 164,888
82 37 0.00 164,888
83 38 0.00 164,888
84 39 164,888
85 40 0.00 164,888

129,624 129,624 1,000,000 376,794 376,794 1,000,000
119,070 119,070 1,000,000 387,792 387,792 1,000,000
105,821 105,821 1,000,000 398,082 398,082 1,000,000
88,840 88,840 1,000,000 407,092 407,092 1,000,000
67,228 67,228 1,000,000 414,394 414,394 1,000,000

ooooo
ooooo

Non-guaranteed assumptions assume that scales for interest and cost of insurance rates will continue unchanged by the Company for all years shown. This is not likely to occur because interest and
cost of insurance rates are subject to change by the Company based on various factors such as claims and investment experience, persistency, expenses, taxes, and the overall economic environment.
Actual results may be more or less favorable than those shown.
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Case Study 1: Indexed Universal Life- Protection-

lllustration

Universal Life Flexible Premium Adjustable Life Plan Tabular Detail

Initial Annual Premium: $8,244.39 Prepared For: Sample
Initial Death Benefit: $1,000,000.00 | Male Age 45, Preferred What odds of
Riders: None Premium Allocation: 100% indexed, 0% Fixed

failure is your client

Guaranteed Assumptions Non-Guaranteed Assumptions Non-Guaranteed Assumptions Wi I I i ng tO a cce pt?
Fixed Account 1.00% Guaranteed Fixed Account 3.25% Current Fixed Account 3.25% Current '
Interest Rate Interest Rate Interest Rate
Floor Indexed Interest Rate 0.00% Alternate Indexed Interest Rate 3.25% lllustrated Indexed Interest Rate 5.77%
Maximum Policy Charges Curren: Policy Charges Current Policy Charges

Premium Cumulative Policy Surrender Death Policy Surrender Death Notes Policy Surrender Death Notes

Age Year Outlay* Premium Value'’ Value Benefit Notes 2 Value! Value Benefit 2 Value’ Value Benefit 2
86 41 0.00 164,888 o 4] 0 39,558 39,558 1,000,000 * 419,279 419,279 1,000,000 £
87 42 0.00 164,888 o o] 0 4,172 4,172 1,000,000 o 420,970 420,970 1,000,000 ”
88 43 0.00 164,888 0 0 0 o 0 0 * 418,474 418,474 1,000,000 *
89 4 0.00 164,888 0 0 0 0 0 0 * 411,030 411,030 1,000,000 X
90 45 0.00 164,888 0 0 0 o 0 0 * 397,410 397,410 1,000,000 *
91 46 0.00 164,888 (o] (8] 0 (4] 0 0 » 376,048 376,048 1,000,000 *
92 47 0.00 164,888 0 0 0 0 0 0 * 351,884 351,884 1,000,000 *
93 48 0.00 164,888 0 o] 0 (¢] 0 0 * 324,553 324,553 1,000,000 *
94 49 0.00 164,888 o 0 0 (0] (0] (o] * 293,639 293,639 1,000,000 =
95 50 0.00 164,888 0 0 (¢] (4] 0 0 » 258,671 258,671 1,000,000 %
396 51 0.00 164,888 (¢] o] 0 0 0 0 * 219,118 219,118 1,000,000 -
97 52 0.00 164,888 (8] (6] (8] (¢] 0 0 - 174,379 174,379 1,000,000 *
98 53 0.00 164,888 o 0 (6] (¢] (o] 0 og 123,774 123,774 1,000,000 *
0 0.00 164,888 0 (8] (¢] (4] (6] 0 ¥ 66,535 b
100 55 0.00 164,888 o (o] o o o (o] * 1,790 1,790 1,000,000 -
101 56 0.00 164,888 0 (6] o 0 0 0 » 0 0 0 *

**Policy Terminates: yr 29** **Policy Terminates: yr 43** **Policy Terminates: yr 56**
**Lapse Protection ends: yr 29, mo 7** **Lapse Protection ends: yr 29, mo 7** **Lapse Protection ends: yr 29, mo 7**

1 Whenever the policy value is shown as zero, it may be zero or less than zero.
¢ Reference the Additional Information section, following the Tabular Detail section, for definitions of Notes.

Non-guaranteed assumptions assume that scales for interest and cost of insurance rates will continue unchanged by the Company for all years shown. This is nct likely to occur because interest and
cost of insurance rates are subject to change by the Company based on various factors such as claims and investment experience, persistency, expenses, taxes, and the overall economic environment.
Actual results may be more or less favorable than those shown.
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Case Study 1: Indexed Universal Life-Protection- Analysis

LISA - Probability Results

The proposed illustration was run at an illustrative
IUL Protection Sample (illustrated charges, current cap) ‘ ConStant rate Of 5'77%'

LISA Scenario using Volatile Rates and Estimate of lllustrated COIls with Trial Runs of: 1,000.

Scenario Note:

Expected Crediting Rates: S&P500 | Cap: 9.00% | Floor: 0.00% | Participation: 100% | Spread: 0.00% | Charge: 0.00%.

e * The policy illustrates through age 100.
LE Age 1st Fail 1/2 Fails
88 85 93 i i i
* Would the typical UHNW client be comfortable with

By Age 100 there is a 82% Probability of Failure. Half of the failures occur by age 93 with an Avg. Life Expectancy of age 88.

——— 18% odds of success based on 1000 trials? Defined as

oo inforce through age 100?

12.00%

W Curmulative Total Failure Rate:

10.00%
9.00%
8.00%

o "“‘"  How many of your clients already own policies that
_36I8I8 90 92 94 !I!I1!D 10

s may fail?

2.00%

0.00%.
44

By e 100 there i » 18% Probablty of Success * How many clients will purchase policies in the future?

Probability of Success by Age

e * Would they want to know about solutions now?
o . Fix current policy
» “I"“I . Find a superior policy

© 2020-2023 CAIPS LLC, All Rights Reserved. Probability Results Page 69
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Why Do These
Failures Occur?

Return Rate Volatility can lead to financial
failures in the future as costs increase and
there is reduced cash value. As a result,
crediting Iis unable to keep up with the charges
of the policy.

Or the owner is trying to pull out too much
money from the policy.

© 2023 Steven S. Zeiger. All rights reserved. Page 70



Policy Planned Premium Contract Insurance Amount
Year  Premium Charge Charges Charges Credited
181,047 32,588 33,274 253 6,430 120,361
181,047 : 5,044 12,207 239,709
181,047 , 18,036 361918

181,047 53,475 808 23473 466 567

e e e ox WHY DO THESE FAILURES OCCUR?
181,047 86 35421 670,857 4
181,047 23,564 40,703 773899

181,047 ) 45 959 876,199

181,047 \ 32,486 51,159 977,128

181,047 32588 38565 56,250 1,075,252

In the 34" year the costs begin to exceed the

11 181,047 32,588 69,852 42,944 61,241 1,172,156 A

12 181,047 32588 50,179 66,087 1,264,846 C re d I tS .
13 0 0 58,307 63,024 1,201,494

14 67,402 82,067 1,151,697

5 59,211 184,094 1215725 In the 32nd tO 33I‘d year, the CaSh Value Of

om e m e $2.044M begins to plummet to $0 in just 8
Totals: 2,172 564 1,129,504 937,769 1,830,950 years. ThiS iS Called the death Spiral.

e | mom s Variances in the amount credited may cause
o | mm the cash value to plummet earlier or later in
E R tcilustaton

_ Without sufficient cash value or expensive

R remediation this policy will expire worthless.
o W Remediation in the later years may cost

1,072,696

] e $100,000+ annually

=y

o=~ = RTINS JUR N}

=)

21
»
23
24
25
26
27
28
29
30

o e e e Y e s Y s Y Y e e |
CcCooo o oo o oo

N
32
33
3
35
36
&7
38
39
40

[=J =1 =R = = = = = = =
coooooooooo
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Why Do These Policy Failures Occur?

== + |nthe 34" year the costs begin to exceed the credits.

* In the 32" to 33" year, the cash value of $2.044M begins to
nlummet to SO in just 8 years. This is called “the death spiral”.\

Admin/ Net

Policy  Planned Premium Contract Insurance Amount Policy Surrender Surrender
Year  Premium Charge Charges Charges Credited Value Charge Value
31 0 0 49 786 610,241 672,660 2,043 550 0 L 2,043 550
32 0 0 49 786 713,636 764 291 2,044 419 0 2,044 419
33 0 0 49 786 823972 859,851 2,030,513 0 2,030,513
M Y 0 0 49 786 917,128 933 669 1997.268 | 0 1,997 268
35 0 0 49 786 1,017 648 1,009,965 1,939,800 0 1,939 800
36 0 0 49 786 1,119,916 1,081,145 1,851,243 0 1,851,243
37 0 0 49 786 1,232 449 1,147 956 1,716,964 0 1,716,964

36 0 0 49786 1,374,365 1,072,696 1,365,509 0 1,365,509

39 0 0 49 786 1,596,502 1,076,278 795,499 0 795499

40 0 0 49 786 1,896,347 1,151,647 1,013 0 1,013

Totals: 2,172,564 391,062 2125216 15100220 15444,047
FINANCIAL s
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CALL TO ACTION

= M= meet, this doesn’t mean that we are doing business, simply means that you have more questions

= |=introduction to someone in your network that you would like to introduce me to in order for them to
learn more

= S= speaking opportunity to benefit that group
= A= what was your “aha” moment today?
= T&E=send a copy of the Trust & Estates Article. Cochran v KeyBank.

= V- video series on clients best interests for life insurance- what fiduciaries need to know about life
insurance illustrations in relation to their fiduciary duties

FI NAN ClAL © 2023 Steven S. Zeiger. All rights reserved. Page 73
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CONTACT INFORMATION

= Steven S. Zeiger

Managing Director - Wealth Management

KB Financial Partners, LLC- a OneDigital Company
300 Carnegie Center, Suite 240

Princeton, NJ 08540

(609) 514-4715 Direct
(917) 750-6201 Mobile
www.kbfcllc.com

Steven.Zeiger@onedigital.com

FINANCIAL -
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tel:(609)%20514-4715
tel:(917)%20750-6201
http://www.kbfcllc.com/

LISA Disclosures

Disclosure

A LISA Report uses stochastic modeling techniques including running hundreds of possible outcomes while randomizing certain input variables. For example, crediting rates are
randomized based on a distribution of returns from a rolling 20 years of monthly data. For VUL policies, the debt and equity portions of the portfolio allocations are based on
monthly returns of generally accepted benchmarks - broad baskets of US fixed income and US equity securities, respectively. IUL policies use annual returns of the selected
underlying indexed market based securities excluding dividends.

Benchmark LISA Reports: policy costs and charges are based on industry averages for the particular policy type, for example, VUL for Protection is based on a basket of VUL
products that are death benefit only focused.

Benchmark cost of insurance charges are based on the Society of Actuaries - 2001 Valuation Basic Tables (VBT) of insured lives mortality and further incorporates age, gender,
health rating and table rating specifics as inputted. Customized LISA Reports: policy costs, charges and cost of insurance charges are based on the actual policy illustration's
values as uploaded by the application user and incorporated into our set-up of the illustration for creating a Customized LISA Report and running Customized LISA Report
Scenarios.

Disclaimer

A LISA Report is an analysis of an illustration based on, but nnjv approximating, the illustration used for the input data. A LISA Report does not evaluate the merits of any
life insurance carrier or any specific life insurance policy product. There is no representation or guarantee of the accuracy of projections shown in any LISA Report.

A LISA Report is an analysis of an illustration based on the illustration data inputted by the user. LISA does not evaluate the merits of any life insurance carrier or any
specific life insurance policy product. Neither CAIPS LLC or www.LifelnsuranceAnalytics.com represent to or guarantee the accuracy of projections shown in any LISA
Report. A LISA Report is an educational tool intended to contextualize and analyze the potential outcomes of life insurance policy illustrations that are subject to
non-guaranteed elements, including but not limited to, the crediting rates that are applied to the accumulation of policy values. Actual policy performance will be different
(better or worse) than what is projected by a LISA Report. No guarantees are made, or should be assumed, that any IRS qualification of the life insurance policy is evaluated,
that any purchase or replacement of a policy or any modifications made to an existing policy (for example, changes made to premiums, draws, or crediting options selected)
based, even partially, on running a LISA Report and/or running LISA Report scenarios will achieve the outcomes as projected and portrayed.
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