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Order of Presentations:
1. Three Types of lnsurance (Z)

Mutal! Funds and Life Insurance (T)

]

3. VUL Policy Circle (C)
4. Tax Triangle (A)
INTRODUCTION
The full Varizble Universal Life (VUL) presentation should be used

to explain the product to aclient/praspect. Of course, you will need
to use this if you will propose the VUL in your recommendations.
Mostofthetime, this presentation is shown in‘the Data Gathering /
Strategy Meeting due to its length and complexity. It could be

done at any of the three meetings, however, depending upon the
situation. The VUL presentation asfourmmzm components. The
order is inmportamtto provide clarity. You can zlso use the different
pieces of thispresemtation to answer specific questions of the client,
or to focus on another product (e.g., LP+, Roth IRA, etc.). Please

alsoremermberto provide full disclosure to the client and give them

a prospectus for the VUL

It is also important to sess this presentation as a Straregy and as a
means to demonsirate your expertise.

press Financial Advisors
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You begin the presentadon usually when discnssing insurance. Try
to use a client’s queston to begin.

“That’s an excellent question. Insurance can be complicated, and
few people know of all of the different types that are out therz.
People buy insurance for two main reasons: to provide and/or to
protect.

“The first type of insurance that was created 1s called Term
insurance. Temm is Temporary in nature, aod people buy it because
it is Cheap. If you think about it _it is very similar to Renting. You
buy the insurance and pay a level premium for a specified ume
period. After that time period is over, you have to pay more n
premiums to maintain the same benefit. You may also have to re-
prove insurability. Over a person’s lifetime, the Coost becomes
extremely high, and most people drop the coverage becauss 1t is {00
expensive. Therefore, only about /-2% of these policies ever
diswibuie a death benefit.

‘ican Express Financial Advisers
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“The mdusay then creaied a policy called Fhole Life. Whole lite

1s Permanent ratherthartemporary. In other words, you pay a
single premium for a level death benefit over your entire lifetime.

Whele life also created a type of sevimgsarcount, or Cash Value,
within the policy. Let me show you how this works...” (Draw, use
example D.B. and premium...)

“Ihe cash velue typically begins to grow after three years, and will
continue to grow gver time. It grows tax-deferred, and currently
provides about 3-3% growth on this money. You can also take tax-
free loans against this policy.” (Explain more as neaded hased
upen questions, etc.)

“Cne of the problems with whele life, however, is that it is very
inflexible. You usually cannot change the death beneflt or
premiums uniess you purchase a completely new policy.”

American Express Financial Advisors
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“So, to camhat this inflexibility, the industry created a policy called
Universal Life. Universal life is similar to whole life in that 1t 1s
Permanent and also provides a Cash Value. But it differs becanse
it is Flexible. Let me show you how this works...” (Draw and use
same D.B. as before.)

¢

“The cash value typically begins to grow sconer, usually after thre
months. It also grows at a little bit higher rate of return, 5-7%6
currently. This growth is tax-deferred as well.

“The policy is flexible because you may change the death benefit
and premium under certzin minimums and maximums to 4t your
nesds. This can usually be done without re-proving insurability.

“Have you ever heard the expression ‘Buy term and nvest the
difference’?” (See next slide before erase board.)

rican Express Financial Advisors



il bull Presentation
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“Itis a catch phrase in the Indusiry that simply means to buy term
insurance early in life when it is cheap, and invest the difference
Fyou
were to invest the differsnce in a tzx-deferred vehicle for a long
neriod of ime wouldn’t you want to gain a higher rate of return
than 3-5% or 5-7%? And if vou were to do that, what type of
invesmment would you most likely use?” (Try to lead them to
answer mutual funds. Erase heard and continne with T-chart.)

“Ves, exactly, Mutual funds usually are a gaad source for higher
crowth. Let’'s compare Murual Funds to Life Insurance.

“Both- munial finds and life insurance have advantages and
disadvantages. Can you think of some of the advantages 1o mutual
funds.” (Interact with client in order to gain appropriate answers.)

ot~ Pinancial Advisors



VU, Full Presentation
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“NMumal funds have three main advantages. They have a very good
Growth Porential, especially recently... They zlso provide the
investor with Diversificarion in order to optimize their return.”
(You may want to tie this back to your mutual fund windows
presentation.)

“4snd they have Professional Management cverlocking the fand in
order to maintain that diversification ‘and the overall abjective of

the fund.

“There are also, however, three main disadvantages to mutual
funds. These are the Taxes involved with them. You can be taxed
in three ways with a mnmal fand: through Capital Gains, Interest,

and Dividends.” (Explain more 2s needed.)

ican Fxpress Financial Advisors
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“Om the other side is life insnirance. Like mutual funds, life

insurance has three main advantages.

“These are the Income-Tax Free Death Benefit that your
heneficiaries receive, the Tax-Deferred Growth of your cash value,
and the possibility of Tax-Free Loans agzinst the cash value as long

as the policy stays in force.” (Explain more as needed.)

“The main disadvartzgesto Lifeinauance are the Low Rare of
Rerum that the cash value earns, and the Cost of Insurance, which
pays for the specified death henefir and other expenses.” (Again,

explain more as needed.)

“inerican Express Financizl Advisors
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“So after taking 2 look ar this scenario, the industry wanted to find
a way to take the advantages of life insurance and use them to0
offset the taxes of mutua! funds.” (Circle life insurance advantages
and cross out disadvantages of mutual funds.)

“And take the advantages of mutnal funds to offset the low rate of
retarn on the life msurance cash vaiue.” (Circle mutual funds
advantages and cross out only the low rate of return part on life
insurance disadvantages.) "

“Well, they accomplished this strategy by creating a policy called
the Variable Universal Life policy. It is a life insurance pelicy
composed of mutual funds in its cash value. This product Is very
unique, and I have the privilege of offering it to you because Iam
specially licensed in both securites and insurance. Not everyone
can offer this to you, and we need to figurs out if it is appropnate

for your situatgon.”

vican Express Financial Advisors



VUL Full Presentation
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“If it does work in your situaton, let me show you how it works.”
(Draw circle with line.)

“Let’s say that you want to pay §/00 per moenth into your VUL.

We call this a premium because it is inside the life insurance. Cut
of the 3100, let’s say, for example, that §20 comes out for your cost
of insurance. That leaves vou with $80 of Cash Value to mvest.”

wmerican Express Financial Advisors
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“The VUL has seven different sub-accounts that you may choase
from. And inside these sub-accounts are mumal funds.” (List

seven sub-accounts in order shown. The orderrepresents least
risky on the right to most risky on the left. An easy reminder to the

order 1s FM GIMVE 1)

(Then, explain ‘what each sub-account represents in terms of
mvestment stratagy.) _

“You can choose to invest your cash value into any of these sub-
accoumts. Also, this provides for what we call a ‘tax-free
playground.” In other words, you can move among these funds
without any tax cansequences beczuse it is inside the life insurance
policy. The money grows tax-deferred as well.”

ryican Express Finapcial Advisors
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“What we want o do is to invest your money nto the different sub-
acconnts in a diversifiedomeammer.” (Talk about using either their
Asset Allocation or Model Portfolio.)

“Then, the growth that the funds provide gets invested back mto the
cash value, which then is re-distributed among your funds. We also
use the fixed account to hold the dallars youneed each maonth to

pay for your cost of insurance. The rest is invested as you decide.”

.merican Express Finapcial Advisors
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“Ancther benefit to this policy is that it is flexible, as the untversal
part of the name Implies. In other words, let’s say that you want to
increase your premium to $200 per month from the original 5160.

“As long as the death benefit stays the same, the same 320 comes

out for the cost of insurance. This will then leave you with §180 in.

vour cash value to invest. You can do this under certain minimums
and maxtmums, which we will go over later.

“As I mentioned earlier, we will have to determine if the VUL will
work in vour situation. But (f it does, let me show you how it its
into your entire financial picture.”

rican Express Financial Advisors
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VUL vall Preseutiation

Client’s
Retirement

(You may have already shown the tax tiangle to your
client/prospect. If so, use it to recap and re-emphasize by replacing
the Specially Designed Life Tnsurance (SDLI) piece with the VUL.
Also, when using the tax triangle, Ty to use invesiment vehicles
that vou know the client either currently has or has prior experience

with)

“Your finances in refrement lock like this... You have three pots
of money from which to pull dollars for retirement income.”

Yuierican Express Financial Advisors



v UL Yull Presentation
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“The first pot of money is from After-Tax dollars that you put im.
These are investments like your Savings, regular Mutual Funds,
and those Stocks you hald.” (Again, use what’s appropriate for
client.) '

“When you go to pull this money out for retrement, the growth is
Texable to you. This is in the form of capital gains, interest, and
dividends.” (Answer questions and explain more as needed.)

1erican Express Financial Advisors
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“The second pot of meney is funded with Bzfore-Tax dollars.
These usually come from money that is deducted right out of your
paycheck, like a 401(%) or a TSA. Also, your Deductible IR4 is
this pot because you deduct it from your taxable income at the end
of the year.” (Again, answer questions and explain more as
nesded.)

"hen you pull this money out for retirement, it is fully T axable to
vou. This is because you did not pay taxes on the imnal money you
put in, therefore the government will want you to pay taxes when

you do use it.”

—
th

nerican Express Financial Advisors
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“There 1s a third pot of money that we will want to look at for your
situztion. This is where you can put in 4/fer-Tax dollars to fund it,
and when vou pull the money out for retirement, it is Tax-Free.

“We will need to use this third pot as a supplement to your
retirement Inccme.”

Rékican Lapress Financial Advisors 16
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“One tradidonal investnent that helanes in this pot is Municipal
Bonds. Are you familiar with these?” (Explain them) “They
usually provide a low rate of interest, and are usually only
beneficial for people in the mighest tax brackets.

“One relatively new vehicle that is included is the Roth JRA. This
is the entire comceptofthe Roth...” (Explain more as needed, can
ralk aboutTreditorooimg status, contribution limitations,
convertng current IRA_and answer any other questions. You can
use this here to sell both the idea of the Roth and VUL

“and, of course, this is where the VUL policy fits intc your
retirement. You fund the policy with after-tax dollars, and take out
dollars that are tax-free to you. We do this by frst surrendering
vour cost basis and then by switching to loans.” (Explain more as
ﬁeeded, can use analogy of a hank/mortgage loan to explain tax-
free nature of loans.)

‘merican fxpress Financial Advisors
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“We want to thus diversify you In your tax Sifuation just as we
would with your investmments. Let me use an example to
demonstrate...” (Yowconld also use the amouat they said they

would hike to havein refirement.)

530,000 §30,000

“Let’s say that'vou would like to Live On §60,000 per year m
retirement in today’s dollars. Right now, you could only draw
money from the bottom two areas. Let’s say you pull §30,000 from
each pot. This would give vou the $60,000, but you weuld also be

Texed On the entire $60,000.

8 Xiprros Financial Advisors
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“But if we can use this third pot of meney, let’s see how that would
change things. You could pull $20,000 from each area. You would
still be Living off $60,000, but vou would only be taxed on §40,006.
Do you see how this could be a benefit to you? And I’'m not sure
what the tax brackets are going to be In the future, but it might even
keep vou in a lower tax bracket.”

CONCLUSION

“This is how I will take a look at your retirement dollars. I want
you to be diversified in hoth your investments and in your taxes. I
therefore want to see whatthe mostappropriate vehicles there are
out there for you to use. Does this make sense? What do you like
best about what [ have shown vou? ... " (Talk about anything else

that {s appropriate to the client.)

American Express Financial Advisors
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&b 10% afier a yvear /cu MH have earned how much? (31,000 that's -
What tax bracket zre you in? (Cliznt answers... ,c\fccx.'ci\/ 28% or 31 ’/a‘
With State and Federal it might be higher than that, but let's round it down {0 30% so
thal the numbers arg’easy to compute off the top of cur heads.

ol

Sc¢ 30% goes away each year in taxes, leaving you with $700. So the totel you have in

your mutual funds is $12,700.

Now with your VUL, vou start with the same $10,000 and the same 10% return, but
since the return yous get stays inside of a life insurancs praduct, there are na income
taxes to pay. That's zero tax and your VUL has earmed how much? ($1000 that's right.)

But since the VUL Is insurance, you need to pay the cost of that insurance (Write COl)
which wiil at your age run 2bout $300 in order to provide you a $350,000 life insurance
policy (Draw a picture af the policy & bring down the numbers). So that leaves you with
$700 on top of your $10,000 that gives you $10,700 for botin the mutual fund and the
VUL. But on the mutual fund side you would still need tc go out and purchase some term

fnsurance,

5S¢ which would you prefer?

Now fet’ laak at the future. Your 10,000 invesiment has grown te become $100,000, ana
for the sake cf discussion, le’s say that even though.you've been paymg out taxes gach
year from the mutual funds and have been buying term insurance in addition to that, let's
th the mutual fund and VUL side have $100,000 at the start of the year.

[2]

ay ba

So your mutual funds sarn how r?nuch? (510,000) and if you're at the same tax rate
you'll pay out how rmuch in taxes? ($7,000 that's right) leaving you with = total of $10,700

and you still need to go out and buy some term insurance!

But on the VUL side let's take z look at what happens...

Your $100,060 earns $10,000 that year with ZERC tax going aut. But ovar time the cost
of insurance has mast likely gone up, let's say instead of $300 you are now paying $800
Lecause it's based on your currant age. So that leaves vou with §9,200 instead of anly
$7000 ... for a grand total of $7108,200 and you still have your 350,000 life insurance
policy taken care ofl So let me ask you, now which would you prefer?

As i'said b bef fore, the VUL procuct hias 1o be underwritten, so ['m
vou'll be able 1o uct ﬂ So what | recammend is that we il out the pcoc PWOrK, crc aubm"
it with a check for the first month’s premium to make sure that you qualify.

'






