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“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.

NEW YORK’S 

CLIENTS BEST 

INTEREST RULE 

FOR LIFE INSURANCE 

FOUND 

CONSTITUTIONAL
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▪ 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

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

THE OLD STANDARD OF CARE

$10,000,000 face amount

Annual Premium $114,081

DB IRR at age 85 4.64%

Cash @ age 85 $5,865,793

Cash IRR at age 85 1.64%

INSURER A

$10,000,000 face amount

Annual Premium $124,000

IRR at age 85 4.24%

Cash value age 85 $6,453,547 

Cash IRR at age 85 2.10% 

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

▪ 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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THE NEW STANDARD OF CARE

INSURER B

$10,000,000 face amount

Annual Premium $124,000

TOTAL COSTS TO AGE 100 $5,400,000

INSURER A

$10,000,000 face amount

Annual premium $114,081

TOTAL INTERNAL COST TO AGE 100 $8,530,402



Life insurance is often integral to planning…

Income Tax-Free Death Benefit

▪ IRC 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 Nesbitt, II 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)(5)(A)(i).

SITUATION
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▪ 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

SITUATION
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A Member Firm of M Financial Group

Tips for Pros: What Fiduciaries Need to Know About 

“Questionable Practices” Regarding Life Insurance Illustrations 

 

Help Your Clients Achieve Better Outcomes
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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

LIFE INSURANCE ILLUSTRATIONS: WHAT ARE THEY?
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A “depiction of non-guaranteed elements of a life 

insurance policy over a period of years” based on:

▪ Cost of Insurance charges (COIs) for death 

benefits claims;

▪ Policy expenses (E) for actuarial design, 

marketing, distribution, underwriting & 

administration; and

▪ Interest/Earnings (i%) on premiums in 

excess of #1 and #2. 

SUMMARY: COIs + E - i% = Premium

LIFE INSURANCE ILLUSTRATIONS: WHAT ARE THEY?
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LIFE INSURANCE ILLUSTRATIONS:

QUESTIONABLE PRACTICES

NOT useful for understanding:

1. Cost Competitiveness

2. Performance Reasonableness

3. Risk Appropriateness

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

1. How the policy works?
2. How lower/higher 
interest/investment performance 
will impact the policy?  
3. “What if …” Analysis cash flow
Modeling/Planning

LEGITIMATE PRACTICES

© 2023 Steven S. Zeiger. All rights reserved.



A Member Firm of M Financial Group

What Fiduciaries need to Know About Life Insurance Guidance from:

FINRA, the UPIA, NYS DFS, etc. 

Help Your Clients Achieve Better Outcomes
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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

▪ ILIT Trustees in New York (even if ILIT is domiciled elsewhere)

▪ Financial Advisors in New York or with clients in New York
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NY DFS Best Interest Rule (Reg 187)



Redefine “Clients’ Best Interest” for product 

recommendations similar to other fiduciary rules

BEST INTEREST RULES – BENEFICIAL IN EVERY STATE
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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.
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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
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BEST INTEREST RULES – BENEFICIAL IN EVERY STATE

Ethically, these rules apply in every state
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Define(d) “Clients’ Best Interest” for product 

recommendations since 1995, but…

▪ Lack uniform practice (NAIC)

▪ NO disclosure of costs, performance, or risk

NAIC ILLUSTRATIONS MODEL REGULATION

2015 - Adopted and updated to address 

“…lack of uniform practice [resulting in] … 

illustrations that use an [apparently] 

identical crediting approach yet illustrate 

differing rates.”
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1995 - “The goals … are to ensure that 

illustrations do not mislead purchasers of 

insurance and to make illustrations more 

understandable.”

© 2023 Steven S. Zeiger. All rights reserved.



FINRA RULE 2210(d), FINRA RULE 2210-2(c) 
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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…”
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SOCIETY OF ACTUARIES
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Final report of the task force for research on 

life insurance sales illustrations: 

“Illustrations should not be used for 

comparative policy performance purposes 

because doing so is fundamentally 

inappropriate.”
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DEPARTMENT OF THE TREASURY- OCC
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OCC Handbook: “This policy 

illustration is subject to a “high 

degree of fluctuation.”
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▪ Prudent Process includes…

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

UNIFORM PRUDENT INVESTOR ACT
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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.



▪ Prudent Process includes…

▪ Investigate policy costs

UNIFORM PRUDENT INVESTOR ACT
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Duty to investigate:  Subsection (d) carries forward the 

traditional responsibility of the fiduciary investor to 

examine information likely to bear importantly on the value 

or the security of an investment.  Trustees held liable for 

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

Rprt. 644 (1977)



▪ Prudent Process includes…

▪ Investigate policy costs

▪ Duty to diversify

UNIFORM PRUDENT INVESTOR ACT
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SECTION 7. INVESTMENT COSTS: “a 

trustee may only incur costs that are 

appropriate and reasonable in relation to 

the assets, the purposes of the trust, and 

the skills of the trustee.”
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▪ Prudent Process includes…

▪ Investigate policy costs

▪ Duty to diversify

UNIFORM PRUDENT INVESTOR ACT
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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



“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."

THE CENTER 

FOR ECONOMIC 

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


“The Predictive Power of Fees” Russ Kinnel- Director of Manager Research

Are Internal Costs and Expenses Important?

WHAT DOES MORNINGSTAR HAVE TO SAY ABOUT 

COSTS/EXPENSES?
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“How often did it pay to heed expense ratios? Every time.”

“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.”

Do you think costs/expenses are equally important in life insurance?
© 2023 Steven S. Zeiger. All rights reserved.



A Member Firm of M Financial Group

Seeking the Courts Advice: 

Guidance From the First Adjudicated 

TOLI Lawsuit Can Help Fiduciaries. 

 Help Your Clients Achieve Better Outcomes
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LITIGATION REGARDING LIFE INSURANCE

▪ Cochran v. Keybank

▪ French v. Wachovia

▪ Larry King v. Agent

▪ Micale v. ILIT Trustee

▪ Schneider v. Attorney

▪ Vagelos v. Stockbroker

▪ Nacchio v. Goldman Sachs

© 2023 Steven S. Zeiger. All rights reserved.



▪ NO illustration comparisons in trust/client file.  

▪ Insist on Detailed Expense Pages –  see examples provided

▪ Insurer, 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

▪ Illustration 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
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ETHICAL ALTERNATIVES TO ILLUSTRATION COMPARISONS

© 2023 Steven S. Zeiger. All rights reserved.



A Member Firm of M Financial Group

Why Fiduciaries Need Patented Independent Research for Life Insurance? 

Learn How To Recognize Misleading Illustrations 

Help Your Clients Achieve Better Outcomes

© 2023 Steven S. Zeiger. All rights reserved.



▪ 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

LIFE INSURANCE 
ILLUSTRATIONS: 
QUESTIONABLE 
PRACTICES
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▪ 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

LIFE INSURANCE 
ILLUSTRATIONS: 
QUESTIONABLE 
PRACTICES
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LIFE INSURANCE 
ILLUSTRATIONS: 
QUESTIONABLE 
PRACTICES

Page 31

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

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



LIFE INSURANCE 
ILLUSTRATIONS: 
QUESTIONABLE 
PRACTICES
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▪ Annual account summaries 
and detailed expense pages- 
Do NOT comingle cost and 
performance

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



LIFE INSURANCE ILLUSTRATIONS: Questionable Practices

• Illustrated Rate of Return = 5.0% 

Conservative Risk Profile 

• Rate of Return REQUIRED

$116,776 * 14% = $16,556

AGGRESSIVE Risk Profile

© 2023 Steven S. Zeiger. All rights reserved.



A Member Firm of M Financial Group

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.

Is 14% a reasonable return?

Is a 4.56% undisclosed bonus misleading?

Research Courtesy of

U.S. Patent #7,698,158

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

© 2023 Steven S. Zeiger. All rights reserved.
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SAMPLE EBIX LIFE INSURANCE COMPANY RESEARCH
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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?
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Pain Statements From Fiduciaries Regarding Life Insurance 

© 2023 Steven S. Zeiger. All rights reserved.
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MALE AGE 55 : GENERAL ACCOUNT BENCHMARKS
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THE Five Benchmarks for Life Insurance Suitability  
The Five Areas of Life Insurance Suitability
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THE Five Benchmarks for Life Insurance Suitability 
The Five Areas of Life Insurance Suitability- continued
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SAMPLE INDEPENDENT PRICING AND PERFORMANCE RESEARCH SNAPSHOT

Research Courtesy of

U.S. Patent #6,456,979

U.S. Patent #7,698,158

© 2023 Steven S. Zeiger. All rights reserved.
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SAMPLE INDEPENDENT PRICING AND PERFORMANCE RESEARCH SNAPSHOT

Research Courtesy of

U.S. Patent #6,456,979

U.S. Patent #7,698,158

© 2023 Steven S. Zeiger. All rights reserved.
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MALE AGE 35: GENERAL ACCOUNT BENCHMARK AND VARIABLE BENCHMARK



▪ Client is insured with MassMutual Whole Life

▪ Internal costs of $0.16 per dollar of death 

benefit on a present value basis. 

▪ Best available rates and terms are 40% less 

than the Veralytic benchmark.1

▪ 60% X $0.14= $0.084

▪ Potential Savings: $0.08 X $10,000,000 = 

$800,000 PV adjusted
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INFORCE POLICY: INDEPENDENT EVALUATION, AGE 35M

Research Courtesy of

1Source: Trust & Estates Mag
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▪ Independent 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.
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WHERE CAN THE OWNER APPLY THE SAVINGS?

© 2023 Steven S. Zeiger. All rights reserved.



▪ Current plan: Pay $180,000 for 19 years for 
$10M, annually increasing face amount @$0.16 
per dollar of death benefit on a PV basis

▪ Proposed plan: Pay $180,000 for 19 years for 
$25.7M @$0.08 per dollar of death benefit on a 
PV basis

▪ This was a trust owned policy with no prudent 
process for the initial policy selected

Whole life is a conservative product, GVUL is a conservative or aggressive product depending upon investment 
choice.
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HOW TO UTILIZE THE COST SAVINGS

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

© 2023 Steven S. Zeiger. All rights reserved.
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INFORCE POLICY VS MARKETPLACE ALTERNATIVES

Underwriting:

Rate Assump:

1035 Exch

DB Guarantee

Face Amount
 

Net Cash  IRR

Surrender Death on

Yr Age Value Benefit DB

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%

9 44 182,500 1,451,444 11,057,765 43.4%

10 45 182,500 1,693,120 11,241,644 36.3%

11 46 182,500 1,949,776 11,440,903 31.0%

12 47 182,500 2,221,714 11,653,279 26.9%

13 48 182,500 2,509,311 11,877,037 23.7%

14 49 182,500 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 0 5,029,535 13,749,413 12.3%

25 60 0 6,552,033 15,271,380 9.5%

30 65 0 8,499,280 17,039,113 7.8%

35 70 0 10,952,811 19,090,533 6.8%

40 75 0 13,985,038 21,455,368 6.1%

45 80 0 17,594,824 24,152,458 5.6%

50 85 0 21,772,130 27,167,958 5.2%

55 90 0 26,360,316 30,625,179 4.9%

60 95 0 31,228,693 34,463,430 4.7%

65 100 0 38,041,248 38,041,248 4.4%

70 105 0 50,171,249 50,171,249 4.5%

$10,000,000

EOY New 

Premium

Not Applicable

Lifetime ($10M)

Select Preferred NT

2020 Dividend Scale

Whole Life Legacy 20 Pay

Whole Life

Mass Mutual
Policy Number 22745837

Existing Policy                                                                               

2020 Dividend Scale

Summary:
• Paying $182,500 annually for 18 years. 
• DB grows from $10M to $24M at LE based on non-guaranteed 

dividend

© 2023 Steven S. Zeiger. All rights reserved.
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INFORCE POLICY VS MARKETPLACE ALTERNATIVES

Net Cash Proj Guar IRR on

Surrender Death Death Proj

Value Benefit Benefit DB

$182,500 $0 $25,700,000 $25.7M 11016%

182,500 70,551 25,700,000 $25.7M 915.6%

182,500 252,348 25,700,000 $25.7M 350.7%

182,500 444,779 25,700,000 $25.7M 199.5%

182,500 648,536 25,700,000 $25.7M 134.5%

182,500 876,412 25,700,000 $25.7M 99.4%

182,500 1,125,172 25,700,000 $25.7M 77.7%

182,500 1,350,902 25,700,000 $25.7M 63.2%

182,500 1,595,544 25,700,000 $25.7M 52.8%

182,500 1,868,059 25,700,000 $25.7M 45.1%

182,500 2,186,698 25,700,000 $25.7M 39.1%

182,500 2,486,384 25,700,000 $25.7M 34.4%

182,500 2,785,970 25,700,000 $25.7M 30.5%

182,500 3,112,418 25,700,000 $25.7M 27.4%

182,500 3,478,342 25,700,000 $25.7M 24.7%

182,500 3,835,331 25,700,000 $25.7M 22.5%

182,500 4,209,214 25,700,000 $25.7M 20.5%

182,500 4,604,469 25,700,000 $25.7M 18.9%

0 5,022,313 25,700,000 $25.7M 17.5%

0 6,569,791 25,700,000 $25.7M 12.6%

0 8,559,039 25,700,000 $25.7M 9.8%

0 10,992,998 25,700,000 $25.7M 8.0%

0 14,413,740 25,700,000 $25.7M 6.7%

0 19,110,247 25,700,000 $25.7M 5.8%

0 25,657,547 29,506,179 $25.7M 5.4%

0 34,446,351 37,890,986 $25.7M 5.4%

0 46,436,854 49,687,434 $25.7M 5.4%

0 62,969,857 64,858,953 $25.7M 5.4%

0 86,155,551 87,017,107 $25.7M 5.5%

Alternative Policy                                                                                       

VUL with Maximum Lifetime GDB

Prudential
Not Applicable

VUL Protector

Variable Universal Life with NLG

Preferred Best

7.00% Gross / 6.44% Net

$48,700

Lifetime ($25.7M)

New 

Premium

$25,700,000

Underwriting:

Rate Assump:

1035 Exch

DB Guarantee

Face Amount

Yr Age

2 37

3 38

4 39

5 40

6 41

7 42

8 43

9 44

10 45

11 46

12 47

13 48

14 49

15 50

16 51

17 52

18 53

19 54

20 55

25 60

30 65

35 70

40 75

45 80

50 85

55 90

60 95

65 100

70 105

EOY

Summary:
• Paying $182,500 annually for 18 years. 
• DB $25.7M
• Why? Because internal costs were reduced from $0.16 to $0.08 per $1 of 

death benefit on a PV basis

© 2023 Steven S. Zeiger. All rights reserved.
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FEMALE AGE 52 GENERAL ACCOUNT BENCHMARK & VARIABLE BENCHMARK



▪ 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.1
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INFORCE POLICY: INDEPENDENT EVALUATION, AGE 52F

Research Courtesy of

1Source: Trust & Estates Mag © 2023 Steven S. Zeiger. All rights reserved.



▪ How could the policyowner use the cost 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.
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WHERE THE POLICYOWNER CAN APPLY SAVINGS?

© 2023 Steven S. Zeiger. All rights reserved.



▪ 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
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HOW TO UTILIZE THE COST SAVINGS

Research Courtesy of

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

© 2023 Steven S. Zeiger. All rights reserved.



▪ Summary:

▪ Paying $19,648 annually

▪ DB grows from $3.8M to $6.7M at LE based 

on non-guaranteed dividend
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INFORCE POLICY VS MARKETPLACE ALTERNATIVES

Underwriting:

Rate Assump:

1035 Exch / LS

DB Guarantee

Death Benefit
 

Net Cash Proj Guar IRR on

Surr Death Death Proj

Yr Age 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%

Not a MEC

Existing Policy - NWML All Pay

Northwestern Mutual

Whole Life

Policy Number 18924124

Estate CompLife (Single Life)

Premier

Current Dividend Scale

$947,000

Lifetime

$3,000,000

EOY New 

Prem



▪ Summary:

▪ Paying $19,648 annually plus IRC 1035

▪ DB grows from $7M to $7.1M at LE

▪ How was the DB increased? Internal 

costs were reduced from $0.26 to 

$0.17 per $1 of death benefit on a PV 

basis
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INFORCE POLICY VS MARKETPLACE ALTERNATIVES

Net Cash Proj Guar IRR on

Surr Death Death Proj

Value Benefit Benefit DB

$0 $685,099 $7,000,000 $7.0M 639%

19,648 738,825 7,000,000 $7.0M 170.8%

19,648 793,130 7,000,000 $7.0M 93.8%

19,648 851,323 7,000,000 $7.0M 63.9%

19,648 911,672 7,000,000 $7.0M 48.2%

19,648 974,293 7,000,000 $7.0M 38.6%

19,648 1,039,364 7,000,000 $7.0M 32.1%

19,648 1,107,004 7,000,000 $7.0M 27.5%

19,648 1,177,137 7,000,000 $7.0M 23.9%

19,648 1,249,614 7,000,000 $7.0M 21.2%

19,648 1,357,859 7,000,000 $7.0M 19.0%

19,648 1,471,433 7,000,000 $7.0M 17.2%

19,648 1,596,537 7,000,000 $7.0M 15.7%

19,648 1,737,583 7,000,000 $7.0M 14.4%

19,648 1,885,071 7,000,000 $7.0M 13.3%

19,648 2,039,150 7,000,000 $7.0M 12.4%

19,648 2,175,043 7,000,000 $7.0M 11.6%

19,648 2,318,503 7,000,000 $7.0M 10.8%

19,648 2,469,735 7,000,000 $7.0M 10.2%

19,648 2,628,787 7,000,000 $7.0M 9.6%

19,648 3,557,609 7,000,000 $7.0M 7.4%

19,648 4,781,419 7,109,637 $7.0M 6.1%

19,648 6,363,518 8,434,338 $7.0M 5.6%

19,648 8,313,402 10,060,621 $7.0M 5.3%

19,648 10,741,109 12,048,299 $7.0M 5.1%

19,648 14,178,659 14,662,070 $7.0M 5.0%

19,648 18,781,939 19,422,296 $7.0M 5.0%

Not a MEC

VUL Policy - Match NWML Premium

Penn Mutual

Variable Universal Life w/NLG

Not Applicable

Protection VUL 

Preferred Plus

7.00% Gross / 6.87% Net

$947,000

Lifetime

$7,000,000

New 

Prem

Underwriting:

Rate Assump:

1035 Exch / LS

DB Guarantee

Death Benefit

Yr Age

12 51

13 52

14 53

15 54

16 55

17 56

18 57

19 58

20 59

21 60

22 61

23 62

24 63

25 64

26 65

27 66

28 67

29 68

30 69

31 70

36 75

41 80

46 85

51 90

56 95

61 100

66 105

EOY



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

▪ I= 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
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CALL TO ACTION
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▪ 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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DISCLOSURES



▪ 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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CONTACT INFORMATION

© 2023 Steven S. Zeiger. All rights reserved.

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



A Member Firm of M Financial Group

March 2024

What Fiduciaries Need to Know about

Dollar Sequence of Return Risk With Permanent Life Insurance

in Relationship to their Clients’ Best Interests.

© 2023 Steven S. Zeiger. All rights reserved.



Did You Hear About the 

Actuary Who Drowned 

While Trying to Cross a 

River with an Average 

Depth of ¼”?
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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.

We use Stochastic Analysis of life insurance 
illustrations. What are the odds of success 
when returns vary?

sto·chas·tic {stƏ 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.

Did You Hear About the Actuary Who 

Drowned While Trying to Cross a 

River with an Average Depth of ¼”?
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▪ 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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Stochastic Analysis is Available for:
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Case Study 1: Indexed Universal Life- Protection- 

Illustration
We are looking at an illustration:
• Male age 45 Preferred
• Indexed Universal Life Ins*
• 100% index, long term horizon
• 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)
• Illustrated at 5.77% to age 100

• What are the odds of success?

• I don’t sell IUL
• I don’t understand it
• Your clients will not understand it
• The insurer controls all the levers: cap, COI, participation rate, 

etc.
• If your clients want IUL we can make it a better design
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Case Study 1: Indexed Universal Life- Protection- 

Illustration
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Case Study 1: Indexed Universal Life- Protection- 

Illustration
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Case Study 1: Indexed Universal Life- Protection- 

Illustration
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Case Study 1: Indexed Universal Life- Protection- 

Illustration

What odds of 
failure is your client 
willing to accept?
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Case Study 1: Indexed Universal Life-Protection- Analysis

• The proposed illustration was run at an illustrative 
constant rate of 5.77%.

• The policy illustrates through age 100.

• Would the typical UHNW client be comfortable with 
18% odds of success based on 1000 trials? Defined as 
inforce through age 100?

• How many of your clients already own policies that 
may fail?

• How many clients will purchase policies in the future?

• Would they want to know about solutions now?
•  Fix current policy
•  Find a superior policy



▪

Return Rate Volatility can lead to financial 

failures in the future as costs increase and 

there is reduced cash value. As a result, 

crediting is unable to keep up with the charges 

of the policy.

▪ Or the owner is trying to pull out too much 

money from the policy.

Why Do These 

Failures Occur?
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▪ WHY DO THESE FAILURES OCCUR? 

▪ In the 34th year the costs begin to exceed the 

credits.

▪ In the 32nd to 33rd year, the cash value of 

$2.044M begins to plummet to $0 in just 8 

years. This is called the death spiral.

▪ Variances in the amount credited may cause 

the cash value to plummet earlier or later in 

the illustration.

▪ Without sufficient cash value or expensive 

remediation this policy will expire worthless.

▪ Remediation in the later years may cost 

$100,000+ annually
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• In the 34th year the costs begin to exceed the credits.
• In the 32nd to 33rd year, the cash value of $2.044M begins to 

plummet to $0 in just 8 years. This is called “the death spiral”.

Why Do These Policy Failures Occur?



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

▪ I= 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
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CALL TO ACTION
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▪ 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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CONTACT INFORMATION
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tel:(609)%20514-4715
tel:(917)%20750-6201
http://www.kbfcllc.com/
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LISA Disclosures
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