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   IntroductIon

INTRODUCTION

Welcome to TermLife2Go’s Ultimate Guide to Success where we share with you some of our 
favorite topics that we daily try to help our clients out with when deciding which life insurance 
company and policy is going to be the best for them.

You see…

In addition to providing a family with an immediate financial asset, a traditional term or whole life 
insurance policy can be used for so much more!

But this can…

Only happen if you are aware of all of your options in the beginning when first applying for 
coverage.

Which is why…

This “guide for success” is intended to help educate you so that when you begin comparing 
different life insurance policies from the various insurance companies that we offer, you’ll now 
not only be able to compare prices, you’ll also be able to compare various “options” as well.

Some of these…

Options will simply be a part of the standard life insurance contract at no additional cost while 
others may be additional riders that you can choose to add to your life insurance policy for a 
price.  

That said…

In our guide, we’re not going to try to upsell you on additional products or options, we’re just 
going to try and provide you with the information you’ll need to best determine which life 
insurance company and policy is the best for you!  Ultimately, you’ll be able to decide for yourself 
which insurance policy is a better “fit” for you.

Lastly…

We don’t expect you to become an expert on any of the information that we’re going to present 
to you in this guide, that’s what we’re here for!  Instead, we hope that this guide simply helps 
facilitate a better discussion between you and us here at TermLife2Go which will ultimately lead 
to us being able to better server your needs.

So, what are you waiting for?  Check our guide and then give us a call and see what we can do 
for you!
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CHEAP LIFE INSURANCE (TOP 17 BEST 
MONEY SAVING TIPS)

At TermLife2Go, we value the pursuit of knowledge as a key ingredient in finding our clients the cheapest life insurance 
available.

Every year, hundreds of thousands of people search for cheap life insurance online but they never really know what to look 
for.

Our strategy is to intimately familiarize ourselves with the unique niches of the top companies in order to align each client 
with the specific company best suited to that client’s health, lifestyle and financial objective, which in turn results in applying 
for, and obtaining, the lowest prices for our clients.

What does that have to do with cheap life insurance?
The principle connection is that when you apply with the best company tailored to your specific health and lifestyle profile, 
you greatly increase the chances of getting the best health rate class and cheapest life insurance — for you.

We have composed several “best of” lists based on the company and the type of policies offered. For example, you can check 
out our articles covering:

• Cheap Term Life Insurance
• Cheap Whole Life Insurance
• Cheap Term and Whole Life Insurance No Exam
• Cheap Life Insurance for Seniors

https://termlife2go.com/best-life-insurance-rates-by-age-with-charts/
https://termlife2go.com/best-cash-value-whole-life-insurance-companies/
https://termlife2go.com/top-10-best-no-medical-exam-term-life-insurance-companies/
https://termlife2go.com/best-life-insurance-for-seniors/
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Choosing the Right Life 
Insurance Policy
Before we head into the main tips, we should point out that 
the process of life insurance always begins with looking 
inwards. Often, we talk about your life insurance ‘needs’ but 
what exactly does this mean?

Well, it starts with the reason you chose to one of the 
different types of life insurance policies in the first place.

Depending on your motivation, this is likely to change the 
policy you need as well as the coverage required.

For example, are you looking to cover:

• Income?
• Mortgage?
• Debts?
• Education for children?
• Estate taxes?
• Future of your business?
• Retirement income?
• Final expenses?
When someone is looking to cover their final expenses and 
burial costs, they will be looking for a vastly different policy 
contrasted with someone using life insurance for covering a 
home mortgage.

This is why we concentrate on the uniqueness of life 
insurance so much because it is no good copying a friend 
and then hoping for the best. Instead, you have to choose a 
policy that is right for you, whether it be term life vs whole 
life insurance.

Life Insurance Background 
Check
Assuming that you don’t need to choose a guaranteed issue 
life insurance policy, you will need to provide extensive 
details about yourself with a particular focus on your health.

You need to answer these questions with honesty. After the 
company receives your answers, they will almost certainly 
conduct their own research so honesty is important.

When applying for cheap life insurance, you should be ready 
to answer questions truthfully in the following categories:

• Family History
• Occupation
• Health Conditions
• Weight
• Hobbies
• Bad Habits
• Credit History
• Driving Record

Tips – In addition to the steps you should be taking on your 
journey to cheap life insurance, we will also be pointing out 
some things you should avoid.

Get Multiple Quotes
As something we have said numerous times on this site, it 
is something we are very adamant about because it makes 
sense. If you were to buy a new phone, lawnmower, air 
conditioning unit, or any other item, you would search around 
to see who has the best deal. With life insurance, why should 
this be any different?

For the same product and coverage amount, different 
companies will have completely different rates depending 
on your age, location, gender, occupation, health, and more. 
With this in mind, you should be looking to work with an 
agent or agency who has access to dozens of the best life 
insurance companies in the U.S.

At first, you might think ‘well, how different can two companies 
be in terms of pricing?’ but you would be surprised. Even if 
you save $30 per month, this is an extra $360 at the end of 

In truth, it would be fairly easy for the insurance company to 
obtain this information even without your help so there is no 
reward to being dishonest. With health problems, you should 
talk about everything no matter what you deem ‘insignificant’; 
for example, pre-existing conditions such as high cholesterol, 
high blood pressure, etc.

Ultimately, the insurance company is assessing how beneficial 
it would be to cover you so answer honestly and get an honest 
quote in return.

Apart from applying with the right company best suited to 
you along with the right policy based on your specific need 
and strategy, there are some more factors listed below that 
you should be familiar with in your pursuit for cheap life 
insurance.

https://termlife2go.com/types-of-life-insurance-policies/
https://termlife2go.com/term-life-insurance-versus-permanent-life-insurance-what-is-the-difference/
https://termlife2go.com/term-life-insurance-versus-permanent-life-insurance-what-is-the-difference/
https://termlife2go.com/guaranteed-issue-life-insurance/
https://termlife2go.com/guaranteed-issue-life-insurance/
https://termlife2go.com/best-life-insurance-companies-in-the-united-states/
https://termlife2go.com/best-life-insurance-companies-in-the-united-states/
https://termlife2go.com/life-insurance-with-pre-existing-conditions/
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the year. If you save double this amount, you can save over 
$700 just by shopping around – just think how useful this 
money could be!

When looking for agents, experience is a vital factor especially 
if you are trying to get life insurance with a health condition. 
As soon as you are categorized as ‘high risk life insurance’ 
you need someone experienced in your corner who knows 
the market and how to find the best deals regardless of your 
health.

LOOKING FOR A BARGAIN?

If you are looking for a life insurance bargain, DO NOT choose 

Choose Term Life Insurance
If you need life insurance solely for the death benefit then 
term life is going to be cheaper than permanent coverage. A 
healthy 30 year old can get a 30 year term million dollar life 
insurance policy for less than $800 a year.

Here are a couple tips on choosing the right company 
and policy. You want to make sure the term policy has a 
conversion option. Some companies, like Primerica, do not 
offer a conversion option.

WHAT IS A CONVERSION OPTION?

A conversion option is a life insurance rider that allows the 

owner to convert all or a portion of the term coverage into 
permanent coverage.

One advantage is that if you exercise this option you convert 
the policy with no proof of insurability, i.e. no medical exam 
or health questions.

For example, if you have a 20 year term and 15 years into the 
policy you get cancer. You might consider converting all or a 
portion of the policy to permanent life insurance so you can 
stay insured for the rest of your life, or so that you can do a 
viatical settlement.

Choose a 10 Year Term
We put together charts showing cheap 10 year term life insurance rates. We also include rates for 20 and 30 year term 
policies. If you truly want the cheapest rates, choosing a 10 year term will be the better option. If you need a longer term, 
consider layering the policies.

Here are some examples of cheap life insurance quotes for both exam and no exam policies. These sample monthly quotes 
are based on a preferred plus male as of February 19, 2017 from A rated carriers and better. 

Ages
$250,000 
no exam

$250,000
exam

$500,000
no exam

$500,000
exam

$1,000,000
no exam

$1,000,000
exam

20 13.92 9.62 18.27 13.13 24.5 (PP Only) 21.29
30 13.92 9.62 18.27 13.13 24.5 (PP Only) 21.29
40 16.25 11.71 23.75 18.20 29.75 (PP Only) 29.06
50 23.81 27.67 45.70 41.76 78.31 (PP Only) 75.51
60 68.32 60.13 127.32 112.83 227.55 (PP Only) 214.36
70 n/a 179.62 n/a 319.34 n/a 609.92
80 n/a 748.34 n/a 1490.56 n/a 2842

the Wrong Agent – On the topic of agents, we should point 
out that there is a simple mistake that many people make – 
choosing a captive agent who represents only one insurance 
company, such as State Farm. As good of a company as State 
Farm is, the life insurance offerings it provides are seldom the 
best choice in terms of price.

DISCOUNTED LIFE INSURANCE

And you will not be able to find life insurance at a discount 
from what someone else is paying to the same company at the 
same health rate class. The reason being, the state insurance 
commissions require companies to charge the same premium 
to everyone that falls into a specific health category. This 
helps eliminate potential bias and discrimination.

https://termlife2go.com/high-risk-life-insurance/
https://termlife2go.com/million-dollar-life-insurance-policy/
https://termlife2go.com/million-dollar-life-insurance-policy/
https://termlife2go.com/primerica-life-insurance-company-reviews/
https://termlife2go.com/10-20-30-year-term-life-insurance/
https://termlife2go.com/state-farm-life-insurance-reviews/
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Keep your driving record 
clean!
Not only will driving safely be good for your auto insurance, 
it will help you keep your life insurance price down as well. 
If you have a couple of speeding tickets to your name, then 
a life insurance provider will see you as a risk. When your 
record is squeaky clean, you’re more likely to be eligible for 
the cheapest life insurance rates.

Be aware, if you have a DUI on your record (or two), a history 
of speeding tickets, or reckless driving, you do not want to 
apply with just anyone. There are specific carriers that cater 
to offering cheap life insurance with a DUI.

Don’t Bundle Your 
Insurance!
Bundling your life insurance with your home and auto 
insurance is not a good idea. You can lock into your cheap life 
insurance for the life of the policy but that is not true of home 
and auto insurance.

What if you want to shop your home and auto coverage? 
Do you think you can simply get a brand new life insurance 
policy?

By keeping your life insurance separate you can avoid being 
stuck in home and auto insurance where your premiums are 
not fixed.

Pay Annually
If you want to lower your price on your cheap life insurance 
even more then choose to pay annually, as opposed to 
monthly, quarterly or semi-annually.

Some companies offer discounts as high as 10% per year if 
you pay upfront, rather than stretch out your payments over 
the course of the year.

Stop smoking!
Ever heard the phrase “smoking kills”? Well, so have life 
insurance providers, and that’s why smoking can jump your 

life insurance costs sky high. The best thing you can do to 
lower the price of your life insurance is to quit smoking. Until 
you quit smoking, you’ll never qualify for the cheapest term 
life insurance rates.

For those of you who know they will never quit smoking, 
your best bet is to apply with the most nicotine friendly life 
insurance company. Only by applying with the company that 
is most lenient on nicotine users will you stand a chance of 
finding cheap life insurance for smokers.

Helpful tip: If you need help to stop smoking, try bananas! 
The potassium boost will minimize your cravings.

No Riders
As you may have seen, life insurance riders can add some 
great benefits to your policy and add an extra layer of 
protection.

Unfortunately, they also increase your premiums and today 
we are trying to find ways of saving money.

If you need the cheapest policy possible, it makes sense to 
stay away from these riders.

For example, the Return of Premium rider is very clever 
because it allows you to receive all of your premiums back at 
the end of a term life policy once it has expired. However, the 
premiums can double just with this one rider attached.

Cut down on adventure 
sports
You might be in the best heath of your life, but if you skydive 
or basejump regularly, life insurance companies may charge 
you a premium. If you’re really interested in the lowest rates 
possible, you can give up your dangerous hobbies.

Okay, if you really love your hobby (and we’re sure you do), 
then the alternative is to shop around. Don’t just apply for a 
life insurance policy with any old company.

Find one that works well for your adventure sport. If you 
don’t know how to find the best life insurance provider for 
your lifestyle, then contact TermLife2Go and we’ll help you 
find it.

Each company has specific hobbies they will allow and not 

https://termlife2go.com/best-rates-on-life-insurance-with-a-dui/
https://termlife2go.com/bundling-life-insurance-policy-cost-thousands-dollars/
https://termlife2go.com/smoking-and-life-insurance/
https://termlife2go.com/life-insurance-riders/
https://termlife2go.com/life-insurance-for-skydivers/
https://termlife2go.com/life-insurance-for-skydivers/
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allow. Give us a call so we can direct you to the cheap life 
insurance for dangerous hobbies specific to your particular 
dangerous avocation.

Choose a Medical Exam
As much as you may dread the life insurance medical exam, 
submitting to the exam is the best way to secure cheap life 
insurance.

If we look from the perspective of the insurer, they need to 
be sure that their “investment” is safe for a certain period 
of time. If they insure someone and they die the day after, 
they are paying out a huge amount of money for very little 
in return. Therefore, they need to know that you are likely to 
survive for a set period of time.

How do they do this? Normally, it comes from the medical 
exam so this will be a key step in securing lower premiums.

If you take the medical exam and prove that you are in good 
health, suddenly you become a minimal risk so you won’t 
have to pay too much for your coverage.

For one reason or another, many people are put off of medical 
exams but they are very simple. After noting your height, 
weight, and blood pressure, they will take a small sample of 
your urine and blood. Assuming everything comes back well, 
your premiums will be lower than they would have been 
without an exam.

For more, check out our article exam vs no exam.

Don’t take unnecessary 
medical tests
You may think that you are 100% healthy and then—bam! A 
test result comes back showing you have high blood pressure, 
cholesterol issues or something of that nature. Sure, there 
may be a reason behind a sudden spike, but that’s not going 
to matter to a life insurance company.

While we don’t recommend staying in the dark about your 
medical state, it’s sometimes better to apply for a cheap no 
exam life insurance policy and then find out later what latent 
health issues you may have.

Don’t go bankrupt
What does health and bankruptcy have to do with one 
another? Well, usually not a lot. However, if you file for 
bankruptcy, then a life insurance provider may see you as a 
risk, and your life insurance policy may cost more.

If you have already filed for bankruptcy, then don’t worry; 
TermLife2Go is there to guide you through the process of 
applying for life insurance. We will help you find cheap life 
insurance after a bankruptcy.

The price of your life insurance plan depends on a lot of 
factors, and if you know what you’re doing, then you can 
locate cheap life insurance companies to help you find the 
lowest cost coverage possible. If you don’t, well you may 
wind up paying more than you should.

Buy Young; Buy Early!
Let’s face it—the older we get, the more our health 
deteriorates. That’s why it’s important to buy your life 
insurance when you’re young, so you can lock in at the best 
rate possible. The more health problems you develop, the 
harder it is going to be for you to get the most affordable life 
insurance plan possible.

Don’t smoke Marijuana
If you live in California, Colorado, or Washington, then it 
may be legal, but that doesn’t mean it’s good for your life 
insurance rate. Despite the law saying you can do it, life 
insurance providers may still consider smoking marijuana as a 
reckless activity. This can cause your rates to go up.

What about medical marijuana? The answer to this will vary 
from one life insurance policy provider to another, but most 
will see regular consumption of cannabis as a negative thing.

If you are truly looking to secure the most affordable 
life insurance policy, then you should consider giving up 
marijuana.

And if you smoke the wacky tobacky, there are specific 
companies to apply with to find the cheap life insurance for 
marijuana users.

https://termlife2go.com/ten-dangerous-hobbies-life-insurance-companies-hate/
https://termlife2go.com/ten-dangerous-hobbies-life-insurance-companies-hate/
https://termlife2go.com/what-do-life-insurance-exams-test-for/
https://termlife2go.com/no-medical-exam-life-insurance-versus-taking-exam/
https://termlife2go.com/top-10-best-no-medical-exam-term-life-insurance-companies/
https://termlife2go.com/top-10-best-no-medical-exam-term-life-insurance-companies/
https://termlife2go.com/can-i-get-life-insurance-after-filing-bankruptcy/
https://termlife2go.com/can-i-get-life-insurance-after-filing-bankruptcy/
http://www.insurancescored.com/cheap-life-insurance-providers/
https://termlife2go.com/marijuana-use-and-life-insurance/
https://termlife2go.com/marijuana-use-and-life-insurance/
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Stay out of prison
A prison record will haunt you for life—even when it comes to 
getting approved for a life insurance policy.

If you have already been to prison, then a life insurance 
company will want to know more about things like:

• The crime(s) you committed
• How long you were in prison
• When you last in prison
• If you are still on parole
• Your last medical check-up
If you have been to prison but still want to find the most 
affordable life insurance policy for your situation, then don’t 
hesitate to call TermLife2Go. We will help you find cheap life 
insurance with a felony.

Travel Safely
Most people avoid traveling to countries of political unrest, 
but some people love it. If you like traveling to developing 
countries, then you may have to pay a premium. Life insurance 
companies aren’t too keen on countries that have:

• Health outbreaks
• Economic issues
• Political unrest
• Regular bombings
• High murder rates
• Risk of destruction due to natural disasters
To elaborate on the last point, San Francisco is on a major 
fault line. However, most buildings are earthquake proof 
and thus, the damage will likely be minimal even in a big 
earthquake. Nepal, however, has shoddy construction, which 
led to devastation, some of which would not have occurred 
in an earthquake-prepared country.

If you haven’t traveled yet, but plan to, then perhaps you 
should get a life insurance policy prior to making any concrete 
travel plans. This may give you a better chance at getting the 
cheap life insurance for dangerous travels.

Call TermLife2Go
There are a lot of things that go into determining the price of an insurance policy, and not all insurance policies function in the 
same way. Some may tack on additional costs for certain health issues, and others may not. As a customer, it’s hard to know 
which life insurance company is going to offer you the most affordable life insurance policy. That’s why you need to turn to 
experts like TermLife2Go.

We will help you navigate the application process to ensure you get the best chance at obtaining cheap life insurance based 
on your specific situation.

We can do this because we have extensive knowledge of the various policies offered by dozens of top-notch life insurance 
companies in the United States.

We make custom recommendations for each of our clients, and guide them through the entire application process.

If you would like to know more about how we can best serve you, then please call us today.

https://termlife2go.com/felony/
https://termlife2go.com/felony/
https://termlife2go.com/denied-life-insurance-due-to-travel/
https://termlife2go.com/top-10-most-affordable-life-insurance-companies/
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NO MEDICAL EXAM VS. TAKING AN EXAM 
(BEST TIPS AND STRATEGIES)

At TermLife2Go we understand that you have a busy schedule and that fitting in a medical exam to qualify for life insurance 
simply does not work. Our group of independent agents will run the quotes for you and let you know what you will pay for 
both a no medical policy and a fully underwritten policy. After all, we work with the top exam life insurance companies and 
top no medical exam life insurance companies in the United States.

“Should I choose life insurance without an exam or with an exam?”

Did you know:

• in some cases, no medical exam term life insurance costs about the same as  life insurance with a medical exam?
• in certain situations, no medical exam can actually provide you with the lowest life insurance rates if you have a 

latent health condition?

If you can qualify for a term life insurance policy with no medical exam for the same price or a little more than a term policy 
with an exam, wouldn’t it make sense to go with the policy that does not require a medical exam? Still not convinced? Please 
read on.

https://termlife2go.com/best-life-insurance-companies-in-the-united-states/
https://termlife2go.com/top-10-no-medical-exam-life-insurance-companies/
https://termlife2go.com/best-life-insurance-rates-by-age-with-charts/
https://termlife2go.com/pre-existing-conditions/
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Exam vs. No Medical Exam Term Life Insurance
WHICH POLICY IS BEST FOR YOU?

Many times the cost between the two policies will be small and life insurance with no medical exam 
does not require a blood draw or urine sample. If you are concerned about your blood work then 
paying a few additional dollars might very well save you money once your lab results come back. And 
a term life insurance policy with no medical exam approval is fast, with some approvals in 15 minutes!

The best reason for going with a no medical exam term life insurance policy is that it might bypass 
four out of the top ten reasons for being declined for life insurance!

So you may be asking, what is the difference is between fully underwritten term life insurance and 
no medical exam term life insurance. Here is a breakdown: 

A Fully Underwritten Life Insurance Policy

A fully underwritten life insurance policy requires a life insurance medical exam. The examiner 
typically pays you a visit at home (on the carrier’s dime) and checks your height and weight and takes 
a small blood and urine sample. Your lab results are then processed and the life insurance carrier 
offers you a policy based on your lab results, among other factors. And a physician’s statement may 
be collected if the carrier feels more information is needed.

For healthy individuals the typical time it takes for the life insurance carrier to make an offer can be as 
fast as 48 hours. However, the normal time for a healthy individual is 2-4 weeks. For someone not as 

healthy it can take 4-6 weeks or longer. The one advantage with a fully underwritten policy is that for those who are healthy 
the savings can be substantial over the course of a 20 or 30 year term.

No Medical Exam Term Life Insurance Policy

OUR RECOMMENDATION

At TermLife2Go, we recommend certain clients buy term life 
insurance with no medical exam first. Clients who know that 
their blood work is going to come back with absolutely no issues 
need not go this route.

However, if you are not sure or think your blood pressure, blood 
cholesterol, or blood sugar levels might be elevated, then going 
the safe route of a no physical life insurance policy makes good 
financial sense.

https://termlife2go.com/top-10-reasons-for-being-declined-for-life-insurance/
https://termlife2go.com/life-insurance-medical-exam-tips/
https://termlife2go.com/what-do-life-insurance-medical-exams-test-for/
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No medical exam life insurance shoppers need to take this into consideration: If you have not had a physical in the last 3 years 
or more, why take a chance of having blood work done only to discover that you have a pre-exisitng condition like diabetes, high 
blood pressure, or high cholesterol?

Instead, take the no physical exam term life insurance policy and secure coverage. Then, if you are inclined, pursue a term 
policy with an exam in order to find out if you can qualify for a better rate class. But if you take the medical exam first and find 
out something is amiss with your health, you cannot go back and choose the life insurance with no medical exam, because the 
Medical Information Bureau (MIB) will now have a record of your health history. And once your info is on the MIB it is available 
to all the insurance carriers.

Here is the scenario:

First, apply for a no medical term life insurance policy (click 
here to jump to our no exam quote engine). The advantage 
is, there is no blood draw, blood pressure reading, or urine 
sample. If you have not been previously diagnosed with high 
cholesterol or high blood pressure, the underwriter of a no 
medical exam will have to go off of your available medical 
records in the MIB. If there is nothing in your medical records 
pointing to a history of hypertension, high cholesterol, or 
high blood sugar, then you are in the clear.

The key is, if you are not positive that your blood work is 
superb, don’t risk getting approved at a higher rate class or 
potentially being declined. This will go on your record in the 
Medical Information Bureau (MIB) and will be available to 
every life insurance carrier. You can now kiss a preferred rate 
class with a no physical exam life insurance policy goodbye.

Next, once you secure your no exam term life insurance, 
you can then apply for a medical exam policy, if you feel 
the need. The reason some choose to apply again is that a 
fully underwritten policy typically costs less. (Sometimes the 
difference in cost is negligible and not worth re-applying). 
So you take the exam and if everything checks out then you 
simply take the new, cheaper policy and cancel the old no 
physical exam one.

But if the rate class on the fully underwritten policy comes 
back different than applied for due to some issue in your lab 
work, you can always turn down the offer and keep the no 
medical exam term life insurance policy you already have in 
place.

The licensed insurance professionals at TermLife2Go are 
always thinking of the best, most affordable and time saving 
ways to get you life insurance. We are here to serve you and 
not the life insurance companies.

STUDENTS, UNDER EMPLOYED AND UNEMPLOYED

A few other factors that may help you make a decision 
between going with life insurance without a medical exam or 
life insurance with a medical exam would include clients who 
are full time students or clients currently on unemployment.

Often clients who are not gainfully employed will have a hard 
time qualifying for life insurance because he or she does not 
have an income. Looking for life insurance on unemployment 
can be difficult.

However, income is not always a factor with a no medical 
exam term life insurance policy. A lot of insurance companies 
will only offer up to $100,000 for students, but a student or 
an unemployed individual can qualify for no medical exam 
coverage up to $400,000.

PRODUCTS OFFERED

Both No Medical Exam Guaranteed Universal Life policies and 
No Medical Exam Term life insurance policies are available 
with no medical exam from ages 18-65. Face amounts on 
the no medical exam Universal Life insurance policy ranges 
from $25,000 to $400,000. For the no medical exam term life 
insurance policy, 10, 15, & 20 year terms are available for face 
amounts starting at $50,000 to $400,000. No information is 
required from your doctor, there is no paperwork to fill out, 
and you can typically be insured within 24 hours, with some 
approvals in as little as 15 minutes!

NEW NO EXAM TERM LIFE INSURANCE PRODUCT 
AVAILABLE AS OF 2015

Another life insurance carrier has entered this very 
competitive space. The new company offers a no exam term 
life insurance policy for up to 1,000,000 in life insurance 
coverage.

The one caveat is that prospective customers must be in 

https://termlife2go.com/no-medical-exam-life-insurance-versus-taking-exam/#nomed
https://termlife2go.com/no-medical-exam-life-insurance-versus-taking-exam/#nomed
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good enough health to qualify for a preferred plus rate class. No other rate classes will be considered for now.

Here are just a few examples of how competitive this new product is:

NO EXAM TERM LIFE INSURANCE QUOTES:

1M 30 yr no exam 66.15 monthly

750K 30 yr no exam 54.60 monthly

500K 30 yr no exam 38.59 monthly

400K 30 yr no exam 32.18 monthly

300K 30 yr no exam 25.78 monthly

250K 30 yr no exam 22.58 monthly

TERM LIFE INSURANCE QUOTES WITH EXAM:

1M 30 yr exam 60.03 monthly

750K 30 yr exam 48.91 monthly

500K 30 yr exam 34.24 monthly

400K 30 yr exam 29.05 monthly

300K 30 yr exam 23.10 monthly

250K 30 yr exam 20.13 monthly

The example above is for a 29 year old male in excellent 
health.

Conclusion
If you are healthy, and you know your blood and urine work will come back clean, then you will typically save a lot of money 
by choosing to go with a medical exam policy. However, sometimes not taking an exam can avoid being rated, postponed, or 
declined for life insurance. Our job is to help you connect the dots so that you can choose between the different types of life 
insurance policies.

The marketplace for life insurance is changing and TermLife2Go will be right there offering the best no exam life insurance 
companies and products.

So what are you waiting for?  Just give us a call to see just what we can do for you!

https://termlife2go.com/types-of-life-insurance-policies/
https://termlife2go.com/types-of-life-insurance-policies/


TermLife2Go’s 
Ultimate Guide to Success

14

   8 TYPES OF LIFE INSURANCE POLICIES-WHICH IS BEST FOR YOU?

8 TYPES OF LIFE INSURANCE POLICIES-
WHICH IS BEST FOR YOU?

While there are many hybrids of the following types of life insurance options, we have focused on the core products. The 
following list will break down eight of the most common life insurance policy types, as well as provide some recommendations 
on what might be the best product from among our picks for the best life insurance companies.

Note, there is no ideal one size fits all product. Each individual life insurance plan should be tailored and focused on using the 
most appropriate type of life insurance. Continue reading or give us a call today for a free life insurance consultation. 

8 Common Types of Life Insurance Policies
The different types of life insurance include:

1. Term Life Insurance
2. Whole Life Insurance
3. Guaranteed Universal Life Insurance
4. Variable Life Insurance
5. Equity Indexed Life Insurance
6. Guaranteed Issue Life Insurance
7. Accidental Death Insurance
8. Simplified Issue Life Insurance

https://termlife2go.com/best-life-insurance-companies-in-the-united-states/
https://termlife2go.com/types-of-life-insurance-policies/#term
https://termlife2go.com/types-of-life-insurance-policies/#whole
https://termlife2go.com/types-of-life-insurance-policies/#gul
https://termlife2go.com/types-of-life-insurance-policies/#variable
https://termlife2go.com/types-of-life-insurance-policies/#equity
https://termlife2go.com/types-of-life-insurance-policies/#guaranteed
https://termlife2go.com/types-of-life-insurance-policies/#accidental
https://termlife2go.com/types-of-life-insurance-policies/#simplified
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• and Fully Underwritten
• versus No Exam Life Insurance

When considering from among the different life insurance types available you should also consider the company you will 
ultimately apply with. We focus on the niche underwriting offered by each of the companies we work with.

For example, finding diabetic life insurance requires that you apply with the more diabetes friendly companies. Failure to do 
so may result in a much higher premium or being declined altogether.

What are your life insurance plans? Knowing what type of life insurance you need is only half the battle. The other piece of 
the puzzle is knowing which company offers the best value for that life insurance type.

Two Main Types of Life Insurance Policies

The two main types of life insurance policies are term life and permanent life insurance. Within the two categories are a 
number of other products.

Term life insurance
• Level term vs decreasing term life insurance.
• Decreasing term life insurance death benefit goes down 

over time even though premiums stay the same.
• Level Term Life offers fixed premiums and a fixed death 

benefit for the term of the coverage (the term refers to 
how long the coverage lasts).

• Typical term lengths available: 10 year term life 
insurance, 15 year term life insurance, 20 year term life 
insurance, and 30 year term life insurance. However, 
some companies offer annual renewable term, i.e. 1 year, 
5 year, and 25 year terms. There is also a company that 
offers years 16-30, so you can tailor the policy to your 
specific need.

• Most include a conversion option rider allowing the 
owner to convert to a permanent policy with no proof of 
insurability, i.e. no health screening.

• Most include a terminal illness rider or accelerated death 
benefit which allows a portion of the coverage to be 
taken out early for the insured’s use due to a diagnosis of 
being terminally ill.

• Generally, the lowest cost option.
• Return of Premium Term Life Insurance is also available.
• Consider no exam term life insurance for getting insured 

fast to cover SBA loans or fulfill requirements of a 
divorce settlement.

Click to view our sample term life insurance rates by age 
chart to see how affordable term life can be.

WHAT IS TERM LIFE INSURANCE?

Term life provides protection for a specific period of time 
(typically 10, 15, 20 or 30 years). The specific period of 
time is the “term” of the policy. Once the term ends the life 
insurance policy will renew on an annual basis. Most term life 
insurance policies will allow the owner of the policy to renew 
until age 95.

But beware, most life insurance policies renew at an increased 
premium. Many increase as much as 300%, but there are 
some life insurance companies whose term product only 
increases a small amount, while some companies keep the 
premium the same but decrease the face amount.

Ideally, you want to lock into the maximum years you need 
instead of relying on the renewal option. For those term policy 
holders that decide down the road they want to keep their life 
insurance, most term policies come with a conversion option.

The conversion option will change a term policy into a whole 
life or universal life policy. The premium will increase but the 
rate class is based on the rate class you originally qualified 
for the term policy at and not based on your current health 
status.

This is a huge benefit for someone who has a term policy that 
comes down with an illness and cannot get a new policy or 
additional life insurance. Simply convert the term policy to a 
universal life or whole life policy and keep the insurance for 
the remainder of your life.

Return of premium life insurance is also available. Return of 
Premium (ROP) life insurance is a rider added to term life 
insurance. It works by returning all premiums paid by the 
policy owner over the life of the term.

https://termlife2go.com/types-of-life-insurance-policies/#fully
https://termlife2go.com/types-of-life-insurance-policies/#noexam
https://termlife2go.com/life-insurance-with-type-2-diabetes-24-hour-approval/
https://termlife2go.com/term-life-insurance-versus-permanent-life-insurance-what-is-the-difference/
https://termlife2go.com/decreasing-term-life-insurance-vs-level/
https://termlife2go.com/best-10-year-term-life-insurance-rates/
https://termlife2go.com/best-10-year-term-life-insurance-rates/
https://termlife2go.com/20-year-term-life-insurance/
https://termlife2go.com/20-year-term-life-insurance/
https://termlife2go.com/30-year-term-life-insurance/
https://termlife2go.com/annual-renewable-term/
https://termlife2go.com/return-of-premium-life-insurance/
https://termlife2go.com/guide-to-life-insurance-for-sba-loans/
https://termlife2go.com/no-exam-life-insurance-for-divorce-settlement-or-decree/
https://termlife2go.com/no-exam-life-insurance-for-divorce-settlement-or-decree/
https://termlife2go.com/life-insurance-rates-for-10-30-year-term-ages-20-80/
https://termlife2go.com/life-insurance-rates-for-10-30-year-term-ages-20-80/
https://termlife2go.com/return-of-premium-life-insurance/
https://termlife2go.com/return-of-premium-life-insurance/
https://termlife2go.com/life-insurance-riders/
https://termlife2go.com/life-insurance-riders/
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For example, a 30 year term life insurance policy with a return 
of premium rider for a healthy 40 year old male would run 
around $135 a month. After 30 years, the total premiums 
paid would amount to $48,600. Upon the end of the term, 
the insurer would pay out the full amount of premiums paid. 
This is a great option for those who desire to make their life 
insurance a forced savings account, with the payout upon the 
end of the policy or when the insured dies.

Term life insurance is the most well known type of life 
insurance policy and the most affordable. Most financial 
planners, such as Dave Ramsey and Suze Orman, will 
recommend you buy term life insurance instead of whole life 
insurance and invest the difference. However, this is general 
and not specific advice as each client has his or her own 
needs and circumstances.

What product is best for you will depend on a myriad of 
things, including if you are a business owner (such as key 
man life insurance, or for funding a buy-sell agreement with 
life insurance), planning for your estate, or simply looking to 
cover your income if you were to die prematurely.

The team at TermLife2Go would be happy to go over your 
specific needs and help you make the right decision for you 
based on your unique circumstances. We work with dozens 
of top rated companies and will be able to align the right 
company to your specific health and lifestyle.

Permanent Types of Life Insurance
There are four main permanent life insurance types: Whole Life, Universal Life, Indexed Universal Life and Variable Universal 
Life.

WHOLE LIFE INSURANCE

• Whole life insurance works by providing permanent 
coverage that last your whole life

• Cash value accumulation
• Provides funds that can be borrowed against for various 

pursuits
• whole life vs term life: when whole life might be the 

better choice
• Also see our list of our top whole life insurance 

companies.

What is whole life insurance?

Whole Life insurance provides protection for your whole 
life. Generally, whole life insurance offers fixed premiums, a 
guaranteed cash value, and protection until the day you die. 
Since whole life insurance will be with you until that inevitable 
day it will cost you more than other common types of life 
insurance.Whole life allows the owner to borrow against the 
cash in the policy.

However, borrowing from your cash reserves may not be a 
good financial decision. Not only will it diminish your cash 
value in the policy but the life insurance company charges 
you interest on the money you are borrowing.

Whole life insurance is great for retirement planning, such 

as using the cash value for policy loans to invest in various 
assets, a la the infinite banking strategy. The cash value can 
be borrowed against to take advantage of unique buying 
opportunities, such as real estate back in 2011.

But whole life is not the recommended choice for a mom or 
dad of a young family who need to make sure the children are 
provided for in the untimely death of a parent. In that case, 
term life would provide better leverage and bang for your 
buck than whole life. However, you may want to consider 
term life with a conversion option from among the best whole 
life companies so that you can always covert to a permanent 
policy down the road.

Term Life vs Whole Life Insurance Example

For example, suppose you have $50 discretionary income 
reserved for life insurance. If you are a 35 year old male 
in good health you will pay around $37-$52 a month in 
premiums for $1,000,000 of life insurance on a 20 year fixed 
term. However, your will pay the same premium for whole 
life or guaranteed universal life for a measly $100,000 in 
coverage. Now ask yourself, which of these policies is best 
for a father or mother of three, where all the kids are under 
the age of 10?

https://termlife2go.com/key-man-life-insurance-made-easy/
https://termlife2go.com/key-man-life-insurance-made-easy/
https://termlife2go.com/buy-sell-agreement-funded-with-life-insurance/
https://termlife2go.com/buy-sell-agreement-funded-with-life-insurance/
https://termlife2go.com/using-life-insurance-for-estate-planning/
https://termlife2go.com/permanent-life-insurance/
https://termlife2go.com/ten-examples-when-cash-value-whole-life-is-better-than-term-life-insurance/
https://termlife2go.com/ten-examples-when-cash-value-whole-life-is-better-than-term-life-insurance/
https://termlife2go.com/best-cash-value-whole-life-insurance-companies/
https://termlife2go.com/best-cash-value-whole-life-insurance-companies/
https://termlife2go.com/infinite-banking/
https://termlife2go.com/million-dollar-life-insurance-policy/
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UNIVERSAL LIFE INSURANCE

Part of the permanent life insurance family is Universal Life. Universal life insurance comes in three flavors: Guaranteed UL, 
Indexed UL, and Variable UL.

You may also want to visit our article covering the carriers that we consider to be among the best universal life insurance 
companies and policies.

Guaranteed Universal Life Insurance

GUL policies come in several options: to age 90, 95, 100, 
110, 120 or 121 (depending on company).

Only the GUL to 120 or 121 is guaranteed to last the rest of 
your life, although most will not outlive a GUL to age 90.

Unlike Whole Life or other types of UL products, GUL has 
minimal cash value accumulation

Typically the lowest cost permanent life insurance.

Many riders available, included accelerated death benefit, 
critical illness and chronic illness, long term care rider and 
disability riders.

What is guaranteed universal life?

Guaranteed universal life insurance is a low priced permanent 
policy, with a flexible death benefit period that can be tailored 
to last until age 90, 95, 100, 110 and 121. It is best described 
as a term/whole life hybrid. This type of life insurance will 
build minimum cash value and the coverage ends at the age 
specified.

The GUL policy to 121 builds some cash value and is worth 
the face amount of the death benefit at age 121. The other 
options to age 90, 95, and 100 end at those respective ages 
and there is nothing left. Therefore, plan accordingly.

A policy to 121 is the only “sure” bet when it comes to a 
Guaranteed Universal Life policy. And no medical exam 
guaranteed universal life insurance policies are available. A 
no medical exam policy approval is fast with some approvals 
in 15 minutes. See, Life Insurance: Exam vs. No Exam 

A great universal life policy for estate planning purposes is a 
second to die policy. A second to die policy pays out on the 
death of the second spouse and the premiums are generally a 
lot less than life insurance on just one person.

We also like guaranteed universal life when funding an 
irrevocable life insurance trust because it offers permanent 
protection with lower premiums than whole life.

Variable Universal Life Insurance

What is variable universal life?

Variable Universal Life (VUL) is a life insurance policy type in 
which the face value fluctuates depending upon the value of 
the dollar, securities, or other equity products supporting the 
policy at the time payment is due.  Warning: VUL is not for 
the faint of heart. Depending on the investment vehicle the 
product is tied to this insurance type financial product can 
make or break a portfolio.

Variable Life Insurance is great when the market is heading 
up as this protection can provide a huge boon. However, 
when the market is trending lower an investor might not be 
able to keep up with the increased premium payments due. 
VUL is a great addition to a diversified portfolio but should 
not be your first type of life insurance choice.

Equity Indexed Universal Life Insurance 

What is indexed universal life?

Although not right for everyone, we do believe IULs are a 
good option for some. We created the following articles for 
those interested in investigating if IUL is right for you.

• Five Incredible Elements of Indexed Universal Life 
insurance

• Indexed Universal Life Insurance Pros and Cons
• Debunking the Myths of Indexed Universal Life
IULs provide cash value accumulation, guranteed minimum 
returns, and protection from market downturns.

Single Premium Permanent Coverage

Another permanent option is Single Premium Whole or 
Universal Life, where you purchase a paid up policy in one 
lump sum.

Guaranteed Issue Life Insurance

• Guaranteed acceptance, no questions asked life 
insurance.

• Available for ages 45-85, depending on carriers and state 

https://termlife2go.com/best-universal-life-insurance-companies-and-policies/
https://termlife2go.com/best-universal-life-insurance-companies-and-policies/
https://en.wikipedia.org/wiki/List_of_countries_by_life_expectancy
https://termlife2go.com/life-insurance-with-long-term-care-rider/
https://termlife2go.com/life-insurance-with-long-term-care-rider/
https://termlife2go.com/guaranteed-universal-life-insurance/
https://termlife2go.com/life-insurance-exam-vs-no-exam/
https://termlife2go.com/first-and-second-to-die-life-insurance/
https://termlife2go.com/irrevocable-life-insurance-trusts-why-you-should-consider-an-ilit/
https://termlife2go.com/irrevocable-life-insurance-trusts-why-you-should-consider-an-ilit/
https://termlife2go.com/five-incredible-elements-of-indexed-universal-life-insurance/
https://termlife2go.com/five-incredible-elements-of-indexed-universal-life-insurance/
https://termlife2go.com/indexed-universal-life-insurance-pros-and-cons/
https://termlife2go.com/the-problem-with-indexed-universal-life-debunked/
https://termlife2go.com/single-premium-whole-life-or-universal-life/
https://termlife2go.com/single-premium-whole-life-or-universal-life/
https://termlife2go.com/guaranteed-life-insurance-pros-and-cons/
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restrictions.
• Typically reserved for those looking for burial insurance 

or final expense insurance.
• Include graded death benefit limitation: only pays out 

for accidental death in the first two years (or three years 
with some carriers)

• For more reading check out Final Expense Whole Life 
and Burial Insurance Companies

What is guaranteed issue life insurance?

Guaranteed issue is a quick and easy type of life insurance. 
It is guaranteed issue life insurance so everyone within the 
required age bracket will qualify for this coverage. Typically, 
the amount you can qualify for will be from $5,000-$$30,000 
depending on the carrier.

Most come with a graded death benefit limitation which 
provides that the full death benefit will only be paid for 
natural causes after the policy has been in force for two or 
more years.

Caution: that means that if the primary insured dies before 
the 2 year graded death benefit limitation has ended, the 
policy will not pay out for natural causes. Most guaranteed 
issue policies will pay out the full amount in the first 2 years 
for an accidental death. And most have a 5-10% return on 
top of premium paid if the primary insured dies in the first 
two years of natural causes.

Accidental Death Insurance

• Covers accidental deaths: trip and falls, poisoning 
(accidental), acts of God (fall into large hole that opened 
in ground, etc…), does NOT cover suicides, EVER!

• Does NOT cover natural death, i.e. heart attack, stroke, 
cancer, etc…

• Good policy option for specific individuals who do not 
qualify for anything else.

• Double indemnity if on a common carrier (plane, train, 
taxi, boat- commercial, not private).

• For more see our Accidental Death Insurance Review
What is accidental death insurance?

Accidental Death is a life insurance policy type that pays 
benefits to the beneficiary if the cause of death is due to an 
accident. However, it is NOT life insurance. Read the fine 
print on an Accidental Death policy. The policy only covers 
accidental death, it does not cover sickness (think heart 
attack, stroke, cancer), suicide, or reckless activities such 
as skydiving, bungy jumping, and/or parachuting/skydiving. 

It works well as a rider on a regular types of life insurance 
policies but it should not be your only coverage, unless you 
have no other options available.

Simplified Issue

What is simplified issue life insurance?

Simplified issue refers to the concept of issuing a policy 
quickly due to less underwriting.  These policies will typically 
not require a medical exam, but will have health related 
questions to determine the applicants overall health.

Simplified issue no medical exam life insurance is available. 
A simplified issue policy is great for someone who does not 
want a medical exam either, due to fear of needles, or due 
to a family history of high blood pressure or cholesterol. At 
TermLife2Go, we like to say, “If you don’t know, don’t test.” 
Instead, choose simplified issue coverage and get the policy 
locked in place. Then you can take an exam and see how your 
results turn out.

Simplified issue is also a great choice if you believe you may 
have a health issue but your doctor has not confirmed it. 
Sometimes it is better to take a no exam life insurance policy 
than risk getting denied on a fully underwritten policy.

Fully Underwritten

What is fully underwritten life insurance?

Fully underwritten life insurance policies requires a medical 
exam. With this type of life insurance product the examiner 
typically comes to your home and checks your height and 
weight and takes a small blood and urine sample. See What 
do life insurance companies test blood and urine for?

Your lab results are then processed and the life insurance 
carrier offers you a policy based on your results, among 
other factors. In some cases, a physician’s statement may be 
collected if the carrier feels more information is needed.

For healthy individuals the typical time it takes for the life 
insurance carrier to make an offer can be as fast as 48 hours. 
However, the normal time for a healthy individual is 2-4 
weeks. For someone not as healthy it can take 4-6 weeks or 
longer.

The one advantage with a fully underwritten policy is that for 
those who are healthy the savings can be substantial.

https://termlife2go.com/burial-insurance-for-seniors/
https://termlife2go.com/final-expense-insurance-or-burial-insurance/
https://termlife2go.com/top-ten-best-final-expense-insurance-burial-insurance-companies/
https://termlife2go.com/top-ten-best-final-expense-insurance-burial-insurance-companies/
https://termlife2go.com/guaranteed-issue-life-insurance/
https://termlife2go.com/accidental-death-and-dismemberment-insurance-review/
https://termlife2go.com/top-10-best-no-medical-exam-term-life-insurance-companies/
https://termlife2go.com/what-do-life-insurance-exams-test-for/
https://termlife2go.com/what-do-life-insurance-exams-test-for/
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No Medical Exam

What is no exam life insurance?

No exam policies do not require a life insurance health exam. Often, the difference in cost between a medical exam policy 
and a non medical exam policy are small. A no medical exam policy helps a client avoid some of the most common reasons 
for policies coming back at a higher rate class than applied: high cholesterol and high blood pressure. If you are concerned 
about your blood work then paying a few additional dollars might very well save you money once your lab results come back.

These are a few of the many different types of life insurance policies available. Do you have a life insurance plan in place? If 
you would like to go over what options are available to you, please give us a call today for a free life insurance consultation.
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Conversion option
This life insurance rider option is available for convertible 
term life insurance. Close to all term policies come with a 
free conversion option. Basically, you can convert all or a 
portion of your term life insurance to a permanent policy 
(think Universal Life). There is no proof of insurability (i.e. 
no medical exam or health questions). Your policy is simply 
converted based on your current age and the rate class you 
originally qualified for. You must convert before the end of 
your term or by age 70, whichever comes first.

This option would be exercised when a person is diagnosed 
with some sort of disease or condition which would preclude 

them from getting life insurance or make getting new life 
insurance too expensive.

Price: free

Spouse Insurance Rider
Rather than purchase a separate life insurance policy for your 
spouse, you can buy one single life insurance policy and add 
a spouse insurance rider. This is a life insurance rider that 
basically allows you to both be covered under a single life 
insurance policy by paying a bit more in the form of a life 
insurance rider.

LIFE INSURANCE RIDERS (TOP 11 BEST 
POLICY RIDERS)
Some life insurance companies offer a wide range of life insurance riders while others offer only a select few. At TermLife2Go, 
we work with the top rated companies offering the best life insurance protection. If you need a specific rider or would like to 
talk with a professional about your options, please give us a call today.

Life Insurance Riders

1. Conversion Rider
2. Spouse Insurance Rider
3. Long Term Care Rider
4. Chronic Illness Rider
5. Child Rider
6. Accelerated Death Benefit Rider
7. Paid Up Additions Rider
8. Accidental Death Benefit Rider
9. Return of Premium Rider
10. Waiver of Premium Rider
11. Disability Rider

WHAT IS A LIFE INSURANCE RIDER?

Life Insurance Rider DEFINITION: an additional option or feature of your life insurance that provides added benefits and 
protection.

When you purchase coverage, you are choosing from among particular types of life insurance.

Each policy is unique in what it offers. And you can enhance the benefits of a particular life insurance policy type by adding 
additional features in the form of life insurance riders.

Life insurance riders allow customization for your particular needs and wants. Riders are additional options that help you 
increase your coverage and/or add additional benefits, such as living benefits.

https://termlife2go.com/convertible-term-life-insurance/
https://termlife2go.com/convertible-term-life-insurance/
https://termlife2go.com/best-life-insurance-companies-in-the-united-states/
https://termlife2go.com/life-insurance-riders/#con
https://termlife2go.com/life-insurance-riders/#spo
https://termlife2go.com/life-insurance-riders/#lon
https://termlife2go.com/life-insurance-riders/#chr
https://termlife2go.com/life-insurance-riders/#chi
https://termlife2go.com/life-insurance-riders/#acc
https://termlife2go.com/life-insurance-riders/#PUA
https://termlife2go.com/life-insurance-riders/#accidental
https://termlife2go.com/life-insurance-riders/#ret
https://termlife2go.com/life-insurance-riders/#wai
https://termlife2go.com/life-insurance-riders/#dis
https://termlife2go.com/types-of-life-insurance-policies/
https://termlife2go.com/living-benefits-life-insurance-chronic-illness-and-terminal-illness-riders/
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Price: For life insurance riders, it may be expensive, but it may 
be cheaper than buying two separate life insurance policies. 
You might also consider survivorship life insurance as an 
alternative.

Long-Term Care Rider
There are many life insurance riders that pertain to people 
who may not die, but wind up needing long term care. 
Perhaps in the future you are in an accident or develop an 
illness that requires ongoing care—if you have life insurance 
with a long term care rider, then you’ll be protected.

Depending on the long term care rider plan you choose, LTC 
policies can pay for care in a nursing home, an assisted-living 
facility, or care at home. Benefit periods vary from two to six 
years but may also last your entire life.

The LTC benefits will normally begin if the insured is unable 
to perform two or more activities of daily living (ADLs) for a 
certain period of time. Benefits may also begin if the insured 
requires supervision due to a severe cognitive impairment.

Price: varies depending on carrier and plan.

Chronic Illness Rider
A chronic illness life insurance rider, much like a LTC rider 
above, pays out a portion of the death benefit in a lump 
sum or monthly payments if the insured cannot perform 2 
of 6 ADL’s (activities of daily living). LTC riders are typically 
superior in the benefits offered to a chronic illness rider.

Price: varies depending on carrier.

Child Term rider
You can add your children to the policy with a rider that allows 
life insurance for children. Typical life insurance amounts 
range from $1,000-$25,000. The best part about a child rider 
is you pay the same price whether you have 1 child or 10. 
This is a really great option for someone with a large family, 
rather than buying individual child life insurance on each kid.

Price: The cost is roughly about fifty cents per $1,000 with 
the cost per unit dropping as the face amount increases.

Accelerated death benefit 
rider
With the accelerated death benefit, if you are diagnosed 
terminally ill then your life insurance policy will pay out 25% 
up to 80% of the face amount depending on the specific 
carrier and the face amount of your policy. Typically you will 
need a note from your physician which states you have less 
than 1 year to live (2 years with some carriers). You can use 
that money to do whatever you need. Most people find it 
useful to pay medical bills, hospice, and any other expenses 
they may have.

Price: free. An accelerated death benefit rider is typically 
included in all fully underwritten life insurance policies but 
check with your agent or carrier to confirm.

Paid Up Additions rider 
(PUAR)
Paid up additions, AKA paid up additional insurance rider 
or PUA, is a dividend paying whole life insurance policy 
rider allows the policy owner to purchase paid up life 
insurance, increasing the policy’s cash value and death 
benefit. The advantages of the PUA rider is the policyowner 
can supercharge a whole life insurance policy’s cash value 
accumulation, which is great for those who implement an 
infinite banking strategy.

Accidental death benefit 
rider
You can add additional coverage in the form of an accidental 
death policy. Since this only covers accidental death and 
does not cover natural causes (such as heart disease, 
stroke, or cancer), this life insurance rider is typically only 
purchased when the insured is maxed out on the amount of 
life insurance they can qualify for and he or she need some 
additional coverage.

Price: ranges depending on the carrier. Roughly $10 per 
$100,000 of coverage.

https://termlife2go.com/survivorship-life-insurance-first-and-second-to-die/
https://termlife2go.com/life-insurance-with-long-term-care-rider/
https://termlife2go.com/life-insurance-for-children/
https://termlife2go.com/gerber-grow-up-plan-life-insurance-review/
https://termlife2go.com/accelerated-death-benefit-adb-rider-for-terminal-illness/
https://termlife2go.com/paid-up-additions/
https://termlife2go.com/best-cash-value-whole-life-insurance-companies/
https://termlife2go.com/infinite-banking/
https://termlife2go.com/accidental-death-and-dismemberment-insurance-review/
https://termlife2go.com/accidental-death-and-dismemberment-insurance-review/
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About TermLife2Go

By working directly with TermLife2Go you will have an 
assigned agent dedicated to your application.  This agent 
will be available to you throughout the entire application 
process; he or she will provide you with status updates as 
your application goes through underwriting and will also 
review your application at time of approval to ensure that 
you are still getting the best deal out there!

Return of premium rider
This is a rider on a return of premium life insurance policy. 
The ROP rider allows the owner of the policy to recoup all the 
premiums paid throughout the term of the policy (i.e. return 
of premium). Either the policy pays out or your premiums paid 
over the term are returned. Since your premium is returned 
at the end of the term it is more expensive than term life 
insurance, but with the added benefit of getting all your 
premiums back. Think of it as a forced savings account that 
pays a huge death benefit if you die prematurely.

Price: generally increases the premium of a term life insurance 
policy between 50-100%.

Waiver of premium rider
This life insurance rider allows the premium due to be waived 
if the insured becomes disabled. The insurance company pays 
the premium on the insured’s behalf for the period of time 
that they are disabled. This is a great rider for a small business 
key person or for someone who is using life insurance to fund 
a buy-sell agreement.

Price: price depends on face amount and term length. 
Generally, it is an affordable rider, adding around 5% to the 
policy premium.

Disability rider
If the insured becomes disabled, the life insurance company 
will pay a monthly lump sum to the insured. There is typically 
a 6 month waiting period before any money is paid out. This 
is an expensive rider and is generally not recommended 
except in cases of business owners, such as key person life 
insurance.

Price: very expensive. It can double the premium.

https://termlife2go.com/return-of-premium-life-insurance/
https://termlife2go.com/buy-sell-agreement-funded-with-life-insurance/
https://termlife2go.com/buy-sell-agreement-funded-with-life-insurance/
https://termlife2go.com/key-man-business-life-insurance/
https://termlife2go.com/key-man-business-life-insurance/
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TERM LIFE VS WHOLE LIFE INSURANCE 
(WHICH IS BEST FOR YOU?)

There is a lot of misinformation out there when it comes to the debate between term life vs whole life. It can be a very 
polarizing subject. Many financial entertainers, specifically Dave Ramsey and Suze Orman, are proponents of term life and 
disparage whole life every chance they get.

However, when searching for the right life insurance policy it is important to know what type of life insurance fits your need. 
Everyone is different and not everyone shares the same reasons for life insurance. As a result, we hope to provide our visitors 
with whole life vs term life pros and cons, so that you can make an informed decision based on your unique life circumstances.

At TermLife2Go, we work with dozens of the best life insurance companies and best no exam life insurance companies. We 
can help you find whole life or term life, including an exam or with no exam.

However, what sets us apart from the competition is knowing which specific company to recommend based on a client’s 
unique health and lifestyle profile. It is by knowing each unique company’s niche that we help our clients find the lowest 
permanent life and term life insurance rates.

https://termlife2go.com/best-life-insurance-companies-in-the-united-states/
https://termlife2go.com/top-10-best-no-medical-exam-term-life-insurance-companies/
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Term Life Insurance vs Permanent Life Insurance: What is 
the Difference?

Whole Life, Indexed Universal Life, Variable Universal Life, Guaranteed Universal Life Insurance or Term Life Insurance — 
with so many options, how do I know which product and policy to choose?

The intent of this article is to help shed some light on the different types of life insurance policies available. With so many 
options available it is easy to get confused. Often, a confused person is also a person who fails to act. But if you are considering 
life insurance time may be of the essence. Hopefully this article will help you make a decision of what the best product is—for 
you—based on your unique need.

WHAT IS THE DIFFERENCE BETWEEN TERM LIFE INSURANCE AND WHOLE LIFE INSURANCE?

First, let’s define what term life insurance is. Term life is a policy that covers an individual (the insured) for a set period of time. 
Typically, term life is available in 10, 15, 20 and 30 year term lengths. However, 1, 5 and 25 year terms are also available. Term 
life lasts for the term of the policy. Once the policy expires, the insured may be able to renew the policy on an annual basis. 
Generally, the policy premium will increase dramatically once the policy expire, although some carriers allow the policy to 
renew with little change to the premium, choosing to instead drop the death benefit amount if the insured desires to continue 
to pay premiums. Please see our article covering “what is term life insurance” for more.

Next, let’s define permanent life insurance. Permanent life is coverage that lasts your entire life. Some variations of permanent 
coverage are whole life and universal life. Each permanent type of insurance offers different pros and cons, which we will 
attempt to address below.

The basic difference between whole life and term life is the length of time they are valid for payout. As the name implies, a 
term life insurance policy is only valid for a predetermined period of time, whereas a whole life insurance policy is valid for an 
entire lifespan—no matter how long you live. With that in mind, the reality is a bit more complex.

Pros of Whole Life Insurance
When you decide whether to buy a term or whole life 
insurance policy, you need to consider your motivation for 
choosing between the two options. Delving into whole 
and term life pros and cons can yield surprising results. For 
instance, cash value whole life insurance, or some other 
type of permanent coverage (see below), is typically the best 
choice for the following:

• Using Life Insurance for Estate Planning
• Using Life Insurance for Business Succession Planning

 » such as Using Life Insurance to Fund a Buy-Sell 
Agreement

• Using Life Insurance to Provide for a Special Needs Child
• Using Life Insurance for Charitable Purposes.
• Using Life Insurance Cash Value policy loans for:

 » Investing in cash flow assets such as: real estate, 
dividend stocks, oil and gas, etc…

 » Paying off high interest debt such as: credit cards, 

student loans
 » Funding a new business venture

For more, please check out our companion articles:

• Ten Examples When Whole Life Is Better Than Term Life

• Cash Value Life Insurance (13 Amazing Benefits)

Pros of Term Life Insurance
On the other hand, some of the top reasons people buy term 
life insurance are:

• To ensure young children are financially secure in case a 
parent dies while the child is still dependent

• To replace lost wages if a primary wage earner dies
• to cover a mortgage so a home can be paid off if one 

spouse dies prematurely

https://termlife2go.com/8-of-the-most-common-types-of-life-insurance-products/
https://termlife2go.com/level-term-life-insurance/
https://termlife2go.com/permanent-life-insurance/
https://termlife2go.com/using-life-insurance-for-estate-planning/
https://termlife2go.com/buy-sell-agreement-funded-with-life-insurance/
https://termlife2go.com/buy-sell-agreement-funded-with-life-insurance/
https://termlife2go.com/ten-examples-when-whole-life-is-better-than-term-life-insurance/
https://termlife2go.com/the-best-cash-value-life-insurance-13-amazing-benefits/
https://termlife2go.com/mortgage-life-insurance-versus-term-life-insurance/
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• Using life insurance to secure an SBA Loan or Bank Loan
• Securing protection for a divorce decree
• Life insurance for a key employee

These are all valid reasons for obtaining a term life insurance 
policy. Yet, these reasons may not be as pertinent in your old 
age as they are when you’re 30, 40, or 50 years old. Once 
your children are adults, then their financial security won’t be 
dependent on you and your life insurance policy.

Cons of Whole Life 
Insurance
The simple answer: cash value whole life insurance initially 
costs more, and it’s not always (although sometimes it is) 
necessary or the best choice. The average woman in the 
United States lives to be around 81 years whereas the 
average male lives to be about 77. It’s quite possible to get a 
term life insurance policy that covers you until your particular 
life expectancy if all you are concerned about is a death 
benefit.

The problem lies here: no one knows how long they will live 
and using averages to determine your life expectancy is not 
always the best choice.

Cons of Term Life Insurance
Term life insurance does not accumulate cash value and it has 
an end date. If either of those are important to you, then cash 
value whole life insurance is the way to go. However, many 
financial advisors (think Dave Ramsey and Suze Orman) will 
point out that when you buy a term life policy, you actually 
wind up saving money due to lower term life rates. You can 
use the money you’ve saved and invest it, often providing a 
higher rate of return than any cash accumulation from your 
whole life policy.

The one problem with this way of thinking is that it assumes 
someone will actually invest the difference saved by choosing 
term over whole life. In reality, most people find other ways 
to spend the savings, such as on cable TV or Netflix. However, 
the strategy of investing the difference is a sound one, if you 
are one of the rare, more disciplined savers. If not, consider 
the pros of whole life insurance.

Using Term Life Insurance as 
Leverage

When considering the pros and cons of term and whole life, 
one of the major pros of term life insurance is that it offers 
more bang for your buck, see our best term life insurance 
rates by age chart.

For example, a healthy 40 year old male will pay around $30 a 
month for a $500,000 policy with a 20 year term. In contrast, 
a whole life policy might be as much as seven times that 
amount, or $210 a month.

Often people will decide to go with less coverage since 
they really want a permanent policy. However, $50,000 or 
$100,000 is not going to stretch very far. As a result, if the 
insured dies, the coverage barely pays any remaining bills and 
funeral expenses.

If you have limited funds available but you want the most 
coverage possible, choosing term vs permanent life makes 
sense. That way, if you die prematurely, the term policy will 
provide your family with the funds needed to move on and 
not be left desolate.

https://termlife2go.com/guide-to-life-insurance-for-sba-loans/
https://termlife2go.com/no-exam-life-insurance-for-divorce-settlement-or-decree/
https://termlife2go.com/key-man-business-life-insurance/
https://en.wikipedia.org/wiki/List_of_countries_by_life_expectancy
https://en.wikipedia.org/wiki/List_of_countries_by_life_expectancy
https://en.wikipedia.org/wiki/List_of_countries_by_life_expectancy
https://termlife2go.com/best-life-insurance-rates-by-age-with-charts/
https://termlife2go.com/best-life-insurance-rates-by-age-with-charts/
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What is the difference between various types of “universal 
life” policies?
No pros and cons between term and whole life is complete without considering Universal Life. Universal Life Insurance is a 
form of permanent life insurance. There are three main types of universal life insurance policies:

• Indexed Universal Life
• Variable Universal Life
• Guaranteed Universal Life
All of these types of universal life insurance can be considered more than just a life insurance policy, but also accumulate cash 
value. Universal life insurance policies normally allow for a flexible payment plan, meaning that you can control the premium 
and death benefit, to some extent.

INDEXED UNIVERSAL LIFE

This is a permanent life insurance policy that will pay out no 
matter when you die. Indexed Universal Life Insurance has 
two parts: life insurance and cash value. You pay premiums, 
then subtract the policy charges, and then add the value 
depending on the insurance company’s growth and dividend. 
This allows you to possibly get a bump up in your cash 
value, but not always. The downside of an indexed universal 
life insurance policy is that it can be outright confusing, 
particularly if you’re not a regular investor. The good news is 
we have a few articles that focus on the benefits of Indexed 
Universal Life to help shed some light on this beneficial (for 
the right person) product:

• Indexed Universal Life Insurance Pros and Cons
• Five Incredible Elements of Indexed Universal Life
• The Problem with Indexed Universal Life—Debunked

VARIABLE UNIVERSAL LIFE

Like an indexed universal life policy, a variable universal life 
insurance policy is also made up of life insurance and fund 
allocation. It is different, however, because you put the 
money in various account funds. The policy owner makes 
the financial decisions of where to put that money. Again, if 
you aren’t a regular investor this can wind up being a lot of 
work, and if you don’t make smart choices on where to put 
your policy’s money, then your policy value can be severely 
harmed. Variable Life Insurance often has “hidden” fees that 
make it a poor choice. While there may be some good options 
out there for the more astute investor, most people should 
steer clear of VULs.

GUARANTEED UNIVERSAL LIFE

The difference between guaranteed universal life insurance 
and indexed or variable universal life, is, that as the name 
suggests, there are some guarantees. This policy guarantees 
a lot of positive things:

1. You can set premiums that last a lifetime—even if you live 
to 105 and beyond

2. There will be a guaranteed death benefit—again, no 
matter how long you live (note that there are options 
for GULs: to age 90, 95, 100, and 121. If you choose an 
option other than to 121 you run the risk of outliving 
your policy).

3. There is much less investor volatility
4. It’s a “safe” insurance product (but see the note in #2)

It may sound good so far, but there are some drawbacks. 
Unlike the variable universal life policy, you won’t be able 
to set your own payment schedule. Failure to make timely 
payments may disrupt your guaranteed premium. Also, many 
guaranteed universal life policies do not have, or have limited 
cash value—something that people look forward to with 
permanent life insurance. But while you are not accumulating 
cash value you are also paying a lower premium for a 
permanent policy—this is often worth the exchange.

https://termlife2go.com/term-life-insurance-versus-permanent-life-insurance-what-is-the-difference/#IUL
https://termlife2go.com/term-life-insurance-versus-permanent-life-insurance-what-is-the-difference/#VUL
https://termlife2go.com/term-life-insurance-versus-permanent-life-insurance-what-is-the-difference/#GUL
https://termlife2go.com/indexed-universal-life-insurance-pros-and-cons/
https://termlife2go.com/five-incredible-elements-of-indexed-universal-life-insurance/
https://termlife2go.com/the-problem-with-indexed-universal-life-debunked/
https://termlife2go.com/guaranteed-universal-life-insurance/
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So which product is right for 
me?
Assessing the pros and cons of whole life versus term life 
insurance can be daunting. Universal life or whole life policies 
sound enticing and safe since they last, well, forever. But 
you need to ask yourself is whether the higher premiums 
are going to be worth it. If you think so, then you need to 
decide how much risk you want to take, and how involved 
in the choosing of where your money is placed you want to 
be. These things will help you determine if you should buy 
a term, whole, indexed, variable or guaranteed universal life 
insurance policy.

YOU CAN ALWAYS CONVERT DOWN THE ROAD

When deciding on the pros and cons of term life insurance 
versus whole life insurance, one thing to be aware of is that 
many term life insurance policies have a conversion option. 
This allows the policy to be converted to a permanent policy 
sometime typically before age 70 or before the term expires. 
You can convert all or a portion of the policy (ex. $500,000 
term policy; you can convert all or as low as $100,000).

And the best part is that the policy is converted with no proof 
of insurability, i.e. no exam or background check. Instead, 
the policy converts at the rate class you originally qualified 
at. Therefore, if you choose term as your initial insurance 
policy, and you become sick due to some serious illness 
such as cancer, you can convert the existing term policy to a 
permanent policy and keep it the rest of your life.

No Exam Universal Life 
Insurance
There are no exam permanent life insurance policies available. 
Therefore, if you do not want an exam but desire permanent 
coverage, consider purchasing a no medical exam universal 
life insurance policy.

And for those of you on the fence, trying to determine if you 
should go with an exam versus no exam policy, consider 
the following: If you are concerned what might turn up in 
your blood or urine sample, such as high blood pressure, 
cholesterol, diabetes, etc…, go with the no exam policy. Lock 
into coverage and then take the life insurance medical exam. 
This way, if you find out your not as healthy as you think 

(or as healthy as you thought you were), then at least you 
locked into coverage. The worst thing is to find out you are 
postponed or declined coverage due to some asymptomatic 
latent health issue.

How can I find out more 
information about different 
life insurance policies?
Making any major purchase can be difficult, and often 
requires expert advice. We are here to help you make wise 
life insurance policy decisions. We walk you through the 
entire process, and help you assess your own situation so that 
you can decide on a life insurance policy that’s right for you. 
We work with clients wanting term, whole and universal life 
policies. Every individual’s and family’s needs are different. At 
TermLife2Go, we understand that and we help you figure out 
what’s right—for you.

If you are interested in knowing more about your term, 
whole and universal life insurance options, then please call 
TermLife2Go today for a free consultation.

https://termlife2go.com/no-medical-exam-life-insurance-versus-taking-exam/
https://termlife2go.com/what-do-life-insurance-medical-exams-test-for/
https://termlife2go.com/life-insurance-with-type-2-diabetes-24-hour-approval/
https://termlife2go.com/life-insurance-medical-exam-tips/


TermLife2Go’s 
Ultimate Guide to Success

28

   BEST CASH VALUE LIFE INSURANCE (13 AMAZING BENEFITS AND TOP 6 COMPANIES)

BEST CASH VALUE LIFE INSURANCE 
(13 AMAZING BENEFITS AND TOP 6 
COMPANIES)

Cash value life insurance has come into ill repute primarily due to two well-known financial “gurus” Dave Ramsey and Suze 
Orman. In reality, Dave Ramsey and Suze Orman should be seen for what they really are, entertainers.

Now while much of their advice is spot on, especially in regards to getting free from debt, other aspects of their advice are 
too polarizing. One of the main areas they focus this polarizing advice on is cash value life insurance. But is CVLI really all that 
bad?

But is Cash Value Life Insurance really all that bad?
At TermLife2Go, we believe that everyone’s needs are unique and that there is no “one size fits all” insurance product to meet 
everyone’s need. There are many different life insurance types, and within those types are nuanced products that can be 
tailored to fit each person’s unique health, lifestyle and needs.

That is why we can offer no exam term life insurance, as well as talk to the major benefits of other types of life insurance 
policies. Because at the end of the day, the most important thing is helping our clients achieve the best life insurance policy-
for you-based specifically on meeting your needs and goals.

https://termlife2go.com/top-10-best-no-medical-exam-term-life-insurance-companies/
https://termlife2go.com/types-of-life-insurance-policies/
https://termlife2go.com/types-of-life-insurance-policies/
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Top 6 Best Cash Value Life Insurance Companies
You can check out our articles covering both our picks for the

best whole life insurance companies and

best indexed universal life insurance companies.

The following are our current picks for the best cash value life insurance companies.

Company Policy Type Cash Value Additional Benefits

Mass Mutual
Whole Life Insurance Guaranteed cash value 

growth
Guaranteed death benefit, 
guaranteed fixed premium

Penn Mutual
Indexed Universal Life 
Insurance

High cash value 
accumulation

Guaranteed floor

Penn Mutual
Whole Life Insurance Guaranteed cash value 

growth
Guaranteed death benefit, 
guaranteed fixed premium

North American Company
Indexed Universal Life 
Insurance

High cash value 
accumulation

Guaranteed floor

American National
Indexed Universal Life 
Insurance

High cash value 
accumulation

Guaranteed floor

New York Life
Whole Life Insurance Guaranteed cash value 

growth
Guaranteed death benefit, 
guaranteed fixed premium

Voya Life
Indexed Universal Life 
Insurance

High cash value 
accumulation

Guaranteed floor

Top 13 Benefits of High Cash Value Life Insurance
The amazing benefits of cash value life insurance (CVLI) listed below can be applied to many different scenarios. For example, 
you may want to purchase a policy for you and life insurance for your kids.

Further, key man insurance can also benefit from having the ability to gain cash value. Finally, funding a buy sell agreement 
with cash value life insurance also has many advantages for business owners.

1. SUPERCHARGED HIGH CASH VALUE LIFE 
INSURANCE.

Consider the long term benefits of receiving dividends and 
GUARANTEED rates combined equaling around 5-7% 
currently on your cash value whole life insurance.

You can add certain life insurance riders to your policy, such 
a Paid Up Additions rider, to greatly increase your cash value. 
As the cash grows in your policy you can become your own 
banker.

Need money quick for an excellent investment opportunity? 
What if your credit is bad? What if a loan is difficult to come 
by?

No Problem!

You simply borrow money from your insurance company 
using your cash value as collateral and invest it in various 
income producing assets, such as depressed real estate or 
dividend stocks.

Don’t see an opportunity worth utilizing your cash value?

No problem, let it sit in your cash account as it earns interest 
and dividends, currently around 5-7%.

Also, there are many companies that use non direct 
recognition vs. direct recognition to allow the policy holder 
to take out a loan on the money and still receive interest and 

https://termlife2go.com/best-cash-value-whole-life-insurance-companies/
https://termlife2go.com/indexed-universal-life-insurance-pros-and-cons/
http://termlife2go.com/massmutual-life-insurance-review/
http://termlife2go.com/penn-mutual-top-review-of-the-companys-ratings-products-and-services/
http://termlife2go.com/penn-mutual-top-review-of-the-companys-ratings-products-and-services/
http://termlife2go.com/north-american-company-life-reviews/
http://termlife2go.com/american-national-life-insurance-company-review/
http://termlife2go.com/new-york-life-insurance-reviews/
http://termlife2go.com/voya-life-insurance-reviews/
https://termlife2go.com/life-insurance-for-children/
https://termlife2go.com/key-man-business-life-insurance/
https://termlife2go.com/buy-sell-agreement-funded-with-life-insurance/
https://termlife2go.com/buy-sell-agreement-funded-with-life-insurance/
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https://termlife2go.com/infinite-banking/
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dividends on the policy’s cash value. That way your money is 
still being put to work!

Many people ask if cash value life insurance is an investment. 
The answer is no, it is not an investment in the way people 
typically think of an investment. And it really depends on what 
product we are talking about, whole life, indexed universal 
life, variable life, etc…

However, one thing of importance to note is that CVLI can 
be used to purchase investment assets. That is why it is 
important to not look at what a particular rate of return of an 
asset class in comparison to a CVLI policy.

Instead, consider what would be the preferred method 
for you: to use your cash to purchase assets, such as real 
property, stocks, bonds and mutual funds, or to borrow from 
your policy’s cash value to purchase the same assets, while 
getting a return on your policy’s cash value simultaneously?

2. DEATH BENEFIT PAID WHENEVER YOU DIE.

Unlike term life, which has an end date, cash value policies 
are permanent life insurance, i.e. they last your entire life.

I have heard term life vs. whole life insurance compared to 
renting vs owning your home. Term life is similar to renting a 
home. You put money into it but you will never get a return 
from it. However, whole life is similar to home ownership 
since you are building equity into your policy via the cash 
value.

Consider what percentage term life insurance policies pay 
out. Although we cannot find an actual source, a google 
search on percent of term life insurance death benefit pay 
out comes up with a unanimous two percent!

That means ONLY 2% of term life insurance policies pay out!

(Sounds like a pretty good investment for the insurance 
companies)

Now, for those 2%, term life was great. But we should consider 
the odds of our policy actually paying out when making our 
decision on what policy to choose.

3. CASH VALUE LIFE INSURANCE BENEFITS

We wrote an entire article covering the instances when whole 
life is superior to term life insurance. Without recapping that 
entire article, some of the major reasons why someone would 
want to have permanent cash value life insurance in place 
would be for:

• income replacement,
• mortgage protection,
• funding college education,
• estate planning,
• business succession planning,
• key man insurance,
• protecting a child with special needs.

An additional benefit is that the cash value life insurance can 
be used as collateral for a small business loan.

Walt Disney used his cash value life insurance to help fund 
Disneyland!

He could not find a bank willing to help him out in his venture 
so he took matters into his own hands and borrowed money 
from his policy. And the rest is history.

4. FINANCIAL FLEXIBILITY.

As the cash accumulates in your cash value life insurance 
policy it can be used for a myriad of purposes. Two excellent 
benefits to building cash value in your policy is the premium 
may:

• create the opportunity to reduce premiums
• or even stop paying premiums for a period of time.

This is a great feature if you hit an unexpected financial road 
block and find yourself short on money. Your cash value can 
help sustain you in a myriad of money making ways if your 
life hits a rough financial patch.

5. ACCESS TO CASH VALUE AT ANY TIME.

The life insurance policy’s cash value can be withdrawn tax 
free or borrowed against.

Policy Withdrawals: Cash value policies allow you to 
withdraw your money that you contributed tax free. The key 
here is that you can withdraw up to your basis in the policy, 
i.e. the money you contributed. If you withdraw money above 
your basis it will generally trigger a taxable event.

Policy Loans: You can borrow money from the life insurance 
company using your cash surrender value as collateral. 
Borrowing money from the insurance company in the form of 
a policy loan allows for the policy owner to take advantage of 
buying opportunities, such as declines in the stock market or 
real estate market. If you are sitting on a large cash reserve in 
your policy, then gobbling up some investment properties or 
dividend yielding stocks to create additional passive income 
might be an excellent decision.

https://termlife2go.com/permanent-life-insurance/
https://termlife2go.com/term-life-insurance-versus-permanent-life-insurance-what-is-the-difference/
https://termlife2go.com/ten-examples-when-cash-value-whole-life-is-better-than-term-life-insurance/
https://termlife2go.com/ten-examples-when-cash-value-whole-life-is-better-than-term-life-insurance/
https://termlife2go.com/mortgage-life-insurance-versus-term-life-insurance/
https://termlife2go.com/life-insurance-to-cover-student-loans/
https://termlife2go.com/using-life-insurance-for-estate-planning/
https://termlife2go.com/buy-sell-agreement-funded-with-life-insurance/
https://termlife2go.com/key-man-business-life-insurance/
https://termlife2go.com/guide-to-life-insurance-for-sba-loans/
https://termlife2go.com/guide-to-life-insurance-for-sba-loans/
http://www.lifehealthpro.com/2012/04/06/6-famous-brands-started-or-saved-by-life-insurance?page_all=1&slreturn=1472743722
https://termlife2go.com/how-to-make-money-fast/
https://termlife2go.com/passive-income-ideas/
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6. LOANS DO NOT NEED TO BE PAID BACK UNLESS 
YOU WANT TO PAY THE LOAN BACK.

That is right! You do not have to pay the loan back.

Now, although you do not have to pay the loan back, it makes 
a lot of sense to pay back the loan. If not, the company will 
SUBTRACT the loan amount from the total death benefit 
payout. However, for some people this is no big deal because 
they were able to put the money from the loan to great use.

7. CASH VALUE GROWS INCOME TAX FREE.

Cash value life insurance accumulation grows tax-deferred 
and offers a great way to save money. The earnings remain 
tax-deferred until you begin to draw on the funds or surrender 
the policy. The cash value portion above your contribution 
(i.e. your basis) is the portion that is taxable.

Social Security beneficiaries with total income exceeding 
certain limits must claim part of their Social Security benefits 
as taxable income. Source. When determining how much of 
your Social Security you can lose to the IRS, the cash value 
growth in a life insurance policy does not need to be taken 
into account. That is because the growth of life insurance 
policy earnings remain one of the only sources of income that 
do not increase the tax on your Social Security income. And 
you can draw money from your cash value life insurance and 
it won’t count against social security tax.

8. DIVIDENDS

Certain cash value life insurance policies, such as participating 
whole life insurance companies, offer dividends. Although 
dividends are not guaranteed, you will find that  many 
companies have not missed paying a dividend for over a 
hundred years, that means dividends were paid even during 
the Great Depression!

Six key benefits of cash value life insurance dividends:

• Dividends may be used to lower your premium.
• Dividends may be paid to you in cold hard cash.
• Dividends may purchase more paid up life insurance for 

additional coverage and cash value.
• Dividends may purchase term life insurance for additional 

coverage.
• Dividends may remain with the carrier and accumulate 

with interest.
• Dividends may be used for paying back a policy loan.

9. CASH VALUE LIFE INSURANCE VARIETY

When we talk about cash value, the main product we are 
focusing on is Whole Life Insurance. There are other policies 
available that build cash value, such as Indexed Universal Life 
Insurance.

Please note: If you have read this far, you owe it to yourself 
to read our article on infinite banking to understand the full 
value of a properly funded whole life policy with a mutual 
insurance company.

Whole Life is available in level premium, single premium, or 
as 10 payment or 20 payment.

Level premium whole life offers a fixed premium over the 
entire life of the policy. The policy premiums are structured so 
that the policy is paid up at different ages, with age 100 and 
age 121 being the most used, depending on the company, 
plan and your needs.

Single premium whole life requires one lump sum payment 
at the outset.

10 Pay or 20 Pay Whole Life insurance requires payments to 
the policy over a period of years, i.e. 10 or 20. It can also go 
to a specific age, such as paid up at age 65.

Whole Life also offers both participating and non-participating 
plans.

Participating: Pays dividends to shareholders on excess 
earnings from investments. Dividends can be used for various 
options, including purchasing more coverage or lowering 
premium payments.

Non-Participating: No dividend payments.

10. CASH VALUE LIFE INSURANCE RIDERS

There are some great life insurance riders available 
exclusively for permanent types of coverage, such as whole 
life. A few of the main riders include:

• Paid Up Additions
• Waiver of Premium
• Accelerated Benefits
• Guaranteed Insurability
• Renewable Term
• Accidental Death Benefit

https://termlife2go.com/best-ways-to-save-money/
https://www.ssa.gov/policy/docs/issuepapers/ip2015-02.html
https://termlife2go.com/best-cash-value-whole-life-insurance-companies/
https://termlife2go.com/best-cash-value-whole-life-insurance-companies/
https://termlife2go.com/indexed-universal-life-insurance-pros-and-cons/
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https://termlife2go.com/life-insurance-riders/
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11. STATE LAW PROTECTION FOR CASH VALUE LIFE INSURANCE.

Many states have laws protecting cash values and death benefits of life insurance policies from the claims of creditors. If 
your state provides such protection, this is a huge benefit for anyone who desires to insulate their retirement reserves from 
lawsuits, which typically allow creditors to reach other assets, such as bank accounts and mutual funds. Check with your local 
state regulations for more.

12. GUARANTEES: MOST CASH VALUE WHOLE LIFE INSURANCE POLICIES COME WITH GUARANTEES.

Four cash value whole life insurance policy guarantees include a:

• guaranteed interest rate,
• guaranteed death benefit,
• guaranteed cash value and
• guaranteed premium.

13. YOU CAN ALWAYS SELL IT.

If you come to a place where you no longer need the policy you can always sell it via a life settlement. Typically this means 
you would capture a settlement of more than your cash value and less than your death benefit. However, if you choose that 
route you should start with a company that can help set up the transaction for you. A simple Google search for selling your 
life insurance policy will provide some alternatives.

Cash Value Life Insurance Conclusion
So…while it’s nice for simplicity purposes to come up with a catch phrase like:

“Buy Term and Invest the Rest”

Like most things in life, things aren’t always that easy, and true financial advice can rarely fit on a bumper sticker!

So if you would like to learn more about whether or not a Cash Value Life Insurance policy might be right for you feel free to 
give us a call today!
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BEST INDIVIDUAL LONG TERM DISABILITY 
INSURANCE

Long Term Disability Insurance
Just do a google search for chances of being disabled before retirement and you will find that most statistics point to at least 
a 20-25% chance of you being disabled for at least a year by the time you retire. In fact, depending on your age, you have 
a greater chance of being disabled than dying before retirement. But 60% of Americans on average have life insurance, 
compared with only around 40% of Americans with disability insurance. The good news is, if you are in specific occupational 
classes, you can qualify for individual long term disability insurance.

WHAT IS LONG TERM DISABILITY INSURANCE?

Our definition of Long Term Disability Insurance (LTD) is based on an individual policy and not group long-term disability 
insurance.

We would define long term disability insurance as a contract between the insured and the insurer that provides tax-free 
income to the beneficiary if the insured is too hurt or sick to work at their regular job for a prolonged period.

https://termlife2go.com/best-life-insurance-companies-in-the-united-states/


TermLife2Go’s 
Ultimate Guide to Success

34

   BEST CASH VALUE LIFE INSURANCE (13 AMAZING BENEFITS AND TOP 6 COMPANIES)

LONG TERM DISABILITY INSURANCE QUOTES

For those of you who are wondering what private long term disability insurance costs, just know that TermLife2Go’s insurance 
agents work with many of the best long term disability insurance companies in the marketplace. Due to the various benefits 
inherent in each policy it is important to tailor each policy to your specific needs and objectives. If you are interested in long 
term disability insurance quotes please give us a call today or send us your information and we will be happy to run different 
quotes for you based on your parameters, balancing the benefits and features of the LTD policy with your budget.

HOW DOES LONG TERM DISABILITY INSURANCE WORK?

Please note that this article is focused on INDIVIDUAL long term disability insurance, not group. Although there are many 
similarities, our focus and the information provided is geared to individual disability insurance.

There are two primary types of disability insurance: short term disability insurance (STD) and long term disability insurance 
(LTD). If you are disabled due to an accident or sickness, you will need to file a claim with your disability insurance company.

Short-term disability insurance

Once you file a claim, your short-term disability insurance 
provides a temporary income benefit from the insurance 
company that is triggered upon a qualifying disability from an 
accident or sickness to help get through the longer elimination 
period of long term disability insurance, assuming you have it.

Most private short term disability insurance policies can be 
designed to have a short elimination period lasting between 
0 days for an accident, or longer elimination periods of 14, 30, 
60, 90 up to 180 days, depending on your need and budget. 
Upon the end of the STD policy, your private long term 
disability insurance should kick in if you planned accordingly.

Long-term disability insurance

After you file a private disability insurance claim, your long-
term disability income insurance policy will include an 
elimination period.

Elimination Period

The individual disability insurance elimination period is the 
amount of time that must pass before you start receiving 
your benefit from the insurance company. An elimination 
period on LTD insurance can be as short as 30 days, all the 
way out to 730 days, depending on the insurer and how you 
design your policy. You need to take into account how much 
you can pay for disability insurance premiums balanced with 
how long you can go without receiving an income stream.

Longer elimination periods can be buffered when they 
coincide with other insurances such as worker compensation 
benefits, state disability or other short term disability 

insurance policies.  For example, you may want to think about 
combining a 1-year short term disability policy with a long 
term disability policy with a 365 day elimination period.

Monthly Benefit

Upon the end of your LTD insurance elimination period the 
insurer will begin sending your monthly benefit amount to 
you, which you can use for whatever you need it for. Your 
benefit amount can vary but usually caps out around 50-60% 
of your typical monthly gross income. Since you paid for your 
policy using after-tax dollars, you will not be taxed on the 
monthly benefit amount you receive from the insurer. So, 
the 50-60% benefit is very close to your actual gross income 
before taxes.

Benefit Period

The disability benefit period will determine how long your 
monthly benefit amount will continue. Once again, you choose 
how long of a benefit period when applying for your disability 
insurance. Your choice on how long of a disability benefit 
period you want is based on the premium you are willing and 
able to pay and on the occupational class you qualify for. 
The benefit period on long term disability insurance can be 
2 years, 5 years, 10 years or to age 67. Existing coverage can 
even last until age 75 if you are employed full time.

You will need to be aware of a few features of your long term 
disability insurance policy, such as how long it is guaranteed 
renewable, the type of occupation it covers and if it is non-
cancelable.

https://termlife2go.com/best-disability-insurance-companies/
https://termlife2go.com/short-term-vs-long-term-disability-insurance/
https://termlife2go.com/best-individual-short-term-disability-insurance/
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Guaranteed Renewable vs Non-Cancelable

The guaranteed renewable provision in your policy lets 
you know how long you can keep LTD insurance going. For 
example, some LTD policies are guaranteed renewable to age 
60. But upon age 60 the policy terminates and you will not 
have your LTD insurance in force any longer. Alternatively, 
some LTD policies provide guaranteed renewability to age 65, 
age 67, or even to age 75. And although the policy provides 
guaranteed renewability, your long term disability insurance 
rates can increase unless the policy is also non-cancelable.

Non-cancelable is a good benefit to include in your LTD policy 
because it provides you with the stability of locked in fixed 
premium payments for the duration of the policy. Further, the 
carrier cannot cancel the policy or reduce your policy benefits 
during the non-cancelable period. Depending on the insurer, 
the non-cancelable provision in your LTD policy is reserved 
for preferred classes of occupations, usually Class 6A to 4A. 
See our list of occupational classes below.

Any Occupation vs Own Occupation

Two additional key terms you need to be aware of when 
putting together your disability insurance plan are the terms 
any occupation vs own occupation. These terms determine the 
type of disability you have and if your will qualify for the LTD 
insurance benefit based upon factors such as your disability 
and current employment status.

A total disability definition under an Any Occupation or Any 
Gainful Occupation policy refers to your inability to work in 
any occupations that you are able, based on your education 
and skills. If you are disabled and unable to work you will 
receive your benefits. However, if you can still work, albeit 
not in the same occupation you previously had, you may not 
be eligible to receive disability insurance benefits, or only 
partial disability monthly benefits. Any occupation definition 
of disability is broader, and therefore it provides lower long 
term disability insurance premiums than the own occupation 
disability definition.

The definition of total disability under an True Own 
Occupation Policy refers to your inability to do the substantial 
and material duties of your own occupation due to either an 
accident or sickness, even if you only have a partial disability 

or residual disability, and are now working at another job. If 
you spent the last 8 years of your life getting qualified for your 
job through rigorous education, training and experience, the 
last thing you want is to be told you can simply get “another” 
job. So, own occupation allows you to receive your disability 
insurance benefits, even though you have a “new” job, but are 
unable to work in your previous occupation you just busted 
your butt to qualify for.

Proportionate Disability

Another thing to consider is if you can work under the any 
occupation disability definition or own-occupation disability 
definition, but it is for less money than you were making prior 
to your disability, the insurer will typically pay you a decreased 
proportional amount to help make you “whole” compared to 
where you were financially before the disability.

An example of a proportionate disability benefit in action 
would be if your income prior to your disability was $6,000 a 
month. Your total disability income benefit is 60% or $3,600 
a month. But you can return to work, but only at 50% income 
levels prior to your disability. So, you would be making 
$3,000 a month at work. The residual disability benefit 
would kick in and pay the other 50% of your total disability 
income benefit, $3,600/2, or $1,800. Now you have $3,000 
taxable income and another $1,800 tax free disability income 
benefit, assuming you paid your policy premiums with after 
tax dollars.

Presumptive Total Disability

Disability insurance companies will presume you are totally 
and permanently disabled if you suffer an an injury or 
sickness that results in your complete and irrecoverable loss 
of hearing, speech, sight or use of both hands, both feet or 
one hand and one foot.

For some companies, if your disability falls under the umbrella 
of presumptive total disability, the company may waive the 
elimination period and pay you the policy’s total disability 
benefits for the full length of the benefit period even if you 
return to work in another occupation.

https://termlife2go.com/best-own-occupation-disability-insurance/
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Long Term Disability Insurance Pros and Cons
A lot of people who we speak to about LTD insurance wonder if long term disability insurance is worth it or they ask if do I 
need long term disability insurance coverage. Let’s look at the pros and cons to help you make your own decision on whether or 
not long term disability insurance is right for you-based on your unique needs and objectives.

THE PROS OF LONG TERM DISABILITYMINSURANCE ARE:

1. Income Replacement

The monthly benefit will provide income replacement so that 
you can pay your bills, such as other insurance, a mortgage, 
credit card debts, or whatever other monthly expenses you 
need to cover.

2. Tax Free

Your long term disability insurance benefit is income tax free. 
Since you paid for the policy premiums with after tax dollars, 
there is no associated tax on the benefit payout form the 
insurer.

3. Quality of Life

Your disability insurance coverage will provide a quality of life 
that you would otherwise lose if you did not have the policy. 
Consider how your life would look if your income suddenly 
stopped.

4. Asset Protection

And your disability insurance provides protection for your 
other assets, such as retirement accounts. If your income 
were to dry up tomorrow, apart from taping into your 401k 
or IRA, what other source of income would you have?

THE CONS OF LONG TERM DISABILITY INSURANCE ARE:

1. The policy is not free so you have to factor in the premiums you will need to pay into your budget. But consider this, if you 
could have a job that paid you $60,000 a year but if you are disabled you get nothing, or $58,500 a year, but if you are disabled 
you get $3,000 a month, which job would you choose?

So what does long term disability insurance cost?
There are many factors that go into how much your specific long term disability insurance cost will be. You can craft your 
policy to provide maximum protection or minimum premiums. You can also meet somewhere in the middle to help minimize 
your costs.

One of the primary factors that determines your cost will be your occupation. The lower the risk the lower your long term 
disability insurance rates. The higher your occupational risk, the more premium you will pay.

Another factor is your age. The younger you are, the lower your rates will be. That is why it is a good idea to get disability 
insurance while you are young.

Your current health and any pre-existing conditions also play a role in your long term disability insurance cost. The healthier 
you are, the lower your rate will be.

You can also choose a longer elimination period, which will lower your premiums. Also, choosing a smaller monthly benefit 
helps to reduce your costs. Finally, your benefit period can also be adjusted, providing you with a shorter benefit period in 
return for lower disability insurance rates.
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Disability Income Insurance Riders

Own-Occupation Disability Definition Rider: You can extend 
the own occupation total disability definition from 2 years to 
the full length of the policy.

Automatic Benefit Increase (Enhancer) Rider: A featured no 
cost rider that will increase your monthly benefit after the 
first year of the insurance benefit has been paid for a period 
of 5 years or more, based on the specific disability insurance 
company’s options.

Guaranteed Insurability Rider: allows you to increase your 
disability policy coverage by purchasing additional amounts 
of coverage without requiring proof of insurability.

Return of Premium Benefit Rider: If you want disability 
insurance but would like something in return in case you are 
one of the lucky (blessed) people to not suffer a disability, you 
can get all or a portion of your premiums returned by policy 

lapse or cancellation, your death, or the end of the policy 
guaranteed renewability period.

Waiver of Premium Rider: When you are disabled the last 
thing you want to concern yourself with is making your 
disability insurance premium payment. The waiver of premium 
rider kicks in when you begin receiving your benefits, waiving 
your premium due during the benefit period.

Critical Illness Benefits Rider: If you are diagnosed with a 
qualifying disease, the insurance company will pay you up to 
$25,000 in a lump-sum benefit.

Hospital Confinement Indemnity Benefits Rider: If you are 
confined in a hospital you can receive up to $500 for each 
day. And if you are in intensive care the benefit amount 
doubles.

Group Long Term Disability Insurance
If you have long term disability insurance through your employer you should be aware of some potential negatives. Although 
it is great to have some coverage in place, there are important benefits of supplemental disability income insurance that you 
own and control.

GROUP LTD INSURANCE CONSIDERATIONS

1. Lower cost since your employers pays the premiums

2. Is it portable? I.e. can you take the policy with you when you leave your employer?

3. If you employer pays the premiums, your disability income benefit will be taxed.

4. Often the definition of total disability is broadly construed, leaving it open to interpretation and forcing you to get any 
job, rather than the occupation you specialize in.

5. Do you know how long your group disability income insurance policy benefit period will last? If a disability lasts more 
than 90 days, the total disability duration will average between 2-4 years.

Who Should Get Long Term Disability Insurance?
Anyone who is gainfully employed, either as an employee of a company or a business owner. If you earn income, and if a 
disability would cause that income to be in jeopardy, you should consider long term disability insurance.

Consider your own lifestyle. Maybe you do not have a dangerous or hazard occupation but you engage in a lifestyle that has 
the potential to bring about a disability. Maybe you engage in dangerous hobbies, or you simply enjoy taking a trip to the 
mountains for an annual ski retreat; be aware that the more active your lifestyle, the higher your risk of suffering a debilitating 
injury.

https://termlife2go.com/the-best-supplemental-individual-disability-insurance/
https://termlife2go.com/ten-dangerous-hobbies-life-insurance-companies-hate/
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For businesses, you should consider key person disability insurance in addition to key person life insurance. If a key employee 
is disabled, the key person disability insurance will provide the needed cash influx to support your business while you work to 
find a replacement or give your key employee time to rehabilitate.

For business owners, particularly where there is more than one owner, a buy sell agreement with life insurance and disability 
insurance will provide protection for both death and disability of a business owner.

Different Occupation Classes
There are different occupational classes available. The higher the occupation class the lower the risk (and the disability 
insurance premium rate). Depending on the company, the Occupational Classes range from 6A to Class 1A (with various 
nuances) to even Class N or B or 2 or whatever other letter or number that particular insurer decided to use to denote 
uninsurable risks. The classes generally focus on how hazardous the work is and how hard it would be to return to work.

CLASS 6A

This is the top class and is for “stable” executives in an office 
who don’t travel much, if at all; who don’t work in a hazardous 
environment; and who don’t supervise people that have 
manually responsibilities, i.e. you are not around laborers 
in a potential dangerous environment. Some examples of 
occupations with a Class 6A rating would be CPAs, Business 
Executives, Registered Pharmacist, Attorney, etc.

CLASS 5A

For many of the best long term disability insurance 
companies, there is no real distinction between Class 6A and 
Class 5A. As best as we can explain, the primary difference 
would be which occupation is “safest” would be Class 6A 
and the step below would be Class 5A. When shopping 
disability insurance quotes, there does not appear to be a 
big difference in premiums between the two classes. Some 
examples of occupations that would fall into the disability 
insurance Class 5A would be Real Estate Brokers, College 
Deans or Professors, Newspaper Columnists, Small Animal 
Veterinarians, etc.

CLASS 4A

The Class 4A occupational underwriting criteria would be 
focused on professionals and certain white collar occupations 
such as Large Animal Veterinarians, Advertising Account 
Executives, Ministers/Pastors/Rabbis, Disc Jockeys, Nurse 
Practitioners, etc.

CLASS 3A

This class is represented by occupations with minimal 
environmental hazards consisting of professionals and 
managers, such as Acupuncturists, General Managers, 
Athletic Directors, Banking Cashier, Dentist, Surgeon, etc.

CLASS 2A

Class 2A is geared towards occupations that may require 
moderate travel or manual dexterity or light physical exertion. 
Occupations in Class 2A include Barbers, Butchers, Golf or 
Tennis Pros, Dental Hygienist, etc.

CLASS 1A

Occupations in Class 1A are going to require more physical 
exertion and be in more direct contact with hazardous 
environments. Occupations may include Carpenters, Driving 
School Instructors, Hairdressers, Zoo Workers, Painters, etc.

https://termlife2go.com/key-man-business-life-insurance/
https://termlife2go.com/buy-sell-agreement-funded-with-life-insurance/
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Long Term Disability Insurance Uninsurable Occupations
Uninsurable occupations would include jobs that involve hazardous work conditions or that have lower job stability. If you 
need disability insurance for self employed occupations, please give us a call today to see what we can offer you.

Some examples would be:

• Actors,
• Crop Dusters,
• Divers,
• Day Traders,
• Flight Attendants,
• Homemakers,
• Roofers.

Alternatives to Long Term Disability Insurance

SELF-INSURE

If you have a lot of funds stashed away for a rainy day you 
can always self-insure. But you can probably see the problem 
with that already. If you don’t have some sort of passive 
income set up in advance of your disability, your assets will 
dry up fast.

FAMILY AND FRIENDS

You can always ask family and friends for help. However, your 
friends may no longer be friends after you have hit them up 
for the third month in a row and you might be wondering why 
your family never answers the phone anymore.

SSDI

Maybe your disability is severe enough that you can squeeze 
into the parameters required to receive social security 

disability insurance (SSDI). However, the average monthly 
benefit from SSDI is around $1,200 a month so it will certainly 
not get you very far.

LONG-TERM CARE INSURANCE

Long-term care insurance is valuable to have, whether 
your chose it in conjunction with or as an alternative to, 
disability insurance. However, just know they are not the 
same thing. Long-term care insurance provides a monthly 
benefit t you are unable to perform 2 of the 6 Activities of 
Daily Living (ADL’s). The 6 ADL’s are Continence, Bathing, 
Eating, Dressing, Toileting, and Transferring (getting around). 
Cognitive disability is an additional qualifying event that 
triggers a long term care rider. It is meant to provide money 
to you if you are in a nursing home, in home care, or in an 
assisted living facility.

https://termlife2go.com/disability-insurance-for-self-employed/
https://termlife2go.com/passive-income-ideas/
https://termlife2go.com/passive-income-ideas/
https://termlife2go.com/life-insurance-with-long-term-care-rider/
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Should I combine my disability insurance with my life 
insurance policy?
Some companies offer disability income insurance riders that you can attach to term life insurance or permanent life insurance. 
The key would be whether or not the disability income rider fits your specific requirements. If you don’t have a life insurance 
policy in place, then it makes sense to shop life insurance with and without the disability income insurance coverage to see 
if a combined life insurance and disability insurance policy is best, or if you would be better off with a separate individual 
disability insurance policy.

Long Term Disability Insurance Conclusion
If you are in the market for LTD insurance or you are curious how much long term disability insurance policy will cost, give us 
a call today. We can help introduce you to the different companies and policies available. We can also ask the right questions 
and answer your questions so that you make an informed decision on what will be the best long term disability insurance 
policy for you-based on your unique need and goals.

So what are you waiting for? Give us a call today to see what we can do for you!

https://termlife2go.com/term-life-insurance-versus-permanent-life-insurance-what-is-the-difference/
https://termlife2go.com/permanent-life-insurance/
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INFINITE BANKING TOP 10 BEST BENEFITS 
(UNPACKING THIS AMAZING CONCEPT)

The infinite banking concept (IBC) involves a properly structured whole life insurance policy in combination with a strategically 
focused disciplined mind that can correctly administer the concept. It is not for someone who wants “the cheapest policy 
available” or who follows the tired mantra “buy term and invest the difference.” It is for someone who wants to journey down 
a proven road of financial success. If you believe IBC  banking may be for you, or you are just trying to gather some more 
information, please continue to read our guide to the Top 10 Best Infinite Banking Life Insurance Benefits.

What is infinite banking?
First, let’s define Infinite: something that never, ever ends.

The Infinite Banking Concept (IBC), or “Infinite Banking” is 
a concept or strategy utilizing permanent life insurance as 
a personal money storehouse with an endless (i.e. infinite 
supply) amount of opportunity for you and your family. IBC 
was made popular by Nelson Nash in his book Becoming 
Your Own Banker, published in 2000. The Infinite Banking 
Concept® is a registered trademark of Infinite Banking 
Concepts, LLC.

The concept uses generally available whole life policies and 
riders. This is not some “secret”  or exclusive product only 
available to the rich and famous. It is available for anyone 
who is lucky enough to stumble upon and take the time to 
grasp this fantastic concept.

It is also NOT about actually starting your own bank, and all the 
rules and regulations that accompany such an undertaking. 
The idea of becoming your own banker is referring to the fact 
that you are now wearing two hats.

https://www.vocabulary.com/dictionary/infinite
https://termlife2go.com/permanent-life-insurance/
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One hat is you as the borrower and the other hat is you as 
the banker or financier. Some people may even progress into 
wearing three hats, banker, borrower and business owner.

What is Bank on Yourself?
Bank on Yourself is a system made popular by Pamela Yellen 
that uses many of the principles of infinite banking. Bank On 
Yourself® is a registered trademark owned by The Hayward-
Yellen 100 Limited Partnership.

Once again, Yellen is not introducing some “secret” product 
only available to the rich and famous. The concept uses 
generally available whole life policies and riders. It is available 
for anyone who desires to take charge of their financial future 
through the infinite banking strategy.

Is Infinite Banking or Bank 
on Yourself a scam?
No, infinite banking is not a scam. The concept of infinite 
banking has been around for at least a few generations, dating 
back to at least the turn of the nineteenth century. The main 
thrust of the concept is using the cash value in participating 
whole life insurance from a mutual company that practices 
non-direct recognition as financing for paying off debt (such 
as credit cards or student loans), purchasing products (such 
as vehicles), or purchasing investments (such as stocks or real 
estate).

Infinite Banking in a 
Nutshell
Infinite banking is a concept or strategy that utilizes the cash 
value of a participating whole life insurance policy from a 
mutual company as a means of self-financing. The “banking” 
policy’s cash account is over funded up to the limits allowed 
without becoming a modified endowment contract (MEC) 
through the use of a paid up additions rider.

The owner of the policy uses his or her cash value as collateral 
for a policy loan to purchase products, pay off debt, or invest 
with. Policy loans are guaranteed and provide excellent 
liquidity. The money borrowed against is then repaid, with 
interest, back to the insurer, who credits it back to your 

policy’s cash account.

It is this “recapturing” of interest that truly sets the infinite 
banking strategy of self-banking apart from conventional 
financial advice.

An Example of Infinite 
Banking in Practice
Probably the most widespread example you will see of how 
to become a banker with IBC is buying a vehicle every five 
years. Under this example, the cash value in the banking 
policy is used to purchase a vehicle. The policy loan is repaid 
by you, the borrower, to you, the banker. But you don’t just 
repay the loan, you repay the loan with interest.

How this looks is, you borrow $25,000 from the insurer 
and are charged interest by the carrier, say at 5%. Certain 
carriers that are ideal for infinite banking or bank on yourself 
strategies continue to credit your full cash value account at 
the guaranteed rate plus potential dividends. This may be 
around 6-8% interest with certain companies in our current 
environment. That means your $25,000 in your cash account 
acting as collateral is getting positive arbitrage of around 
1-3%.

As you repay your loan, you choose what interest rate you 
pay your “bank”, i.e. your policy, back at. Ideally, you want to 
charge yourself more interest than the insurer, so you charge 
yourself 7-10% interest. This creates a huge benefit for you 
as you are now using the power of interest for you, instead 
of against you.

Nelson Nash uses an example of a plane flying into a 
headwind and shows how owing interest can cripple you 
and how recapturing interest into your own family banking 
system can lead to amazing financial results. Once you build 
your cash reserves you borrow from your policy and put that 
money to use. You then pay back the loan, with interest, since 
you as the banker are thinking about how to grow your bank.

https://termlife2go.com/best-cash-value-whole-life-insurance-companies/
https://termlife2go.com/best-cash-value-whole-life-insurance-companies/
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Top 10 Best Infinite Banking Life Insurance Benefits

I. BOLI/COLI

Are you familiar with the acronyms BOLI and COLI? Perhaps 
you should familiarize yourself with these terms as the 
implications of them are quite eye opening.

BOLI stands for Bank Owned Life Insurance. Grab the balance 
sheet of any major bank and find the heading “life insurance 
assets”. You will discover that banks own quite a lot of assets 
in the form of life insurance.

Now, do you consider life insurance to be an asset? Banks do.

COLI stands for Company Owned Life Insurance. It is similar 
to BOLI.

Most, if not all, major companies and banks have BOLI or 
COLI on the life of key employees in the form of key man 
insurance.

Banks and companies gain two distinct advantages with life 
insurance assets: tax deferred income and tax free death 
benefits.

The reason we list this as a benefit of infinite banking is that if 
banks and companies, i.e. the people with money, are buying 
permanent life insurance as an asset, then maybe we should 
as well. Something to think about

So let’s dig a little deeper into what the infinite banking 
strategy entails.

1. Forced Savings vehicle

Let’s face it, Americans would not be considered “savers”, 
despite the popular rhetoric of our day that says we need to 
put all our money into the market until we reach retirement, 
AKA “buy and hold” method.

One of the benefits of using whole life insurance for infinite 
banking as a vehicle towards wealth building is that it is a 
forced savings vehicle. You need to make your premium 
payments.

The idea is that you should be paying yourself first, that is, 
before Uncle Sam or your creditors. By consistently putting 
money away into a forced saving vehicle, i.e. your policy, 
you will begin to build your future pool of financing, i.e. your 
“bank”.

2. Borrow From the Insurer via Policy Loans

Once you have accumulated money in your policy, the cash 
can be borrowed against. Essentially, you as the policyholder 
borrow money from the mutual company. The mutual 
company uses your cash in your policy as collateral against 
your policy loan. When you borrow money from your policy 
there are no taxes. This is the preferred method to accessing 
your money for financing in contrast to taking policy 
withdrawals.

The problem with cash value withdrawals

If you withdraw money from your policy you are depleting 
your policy of its cash value, cash value that is growing with 
compounding interest. Further, you may be taxed if the 
withdrawn amount exceeds your basis (i.e. how much you 
contributed) in the policy. Policy loans are favored over life 
insurance withdrawals.

3. Using your Cash Value as Financing

Utilizing an infinite banking strategy requires that you 
use your cash value to finance your purchases in the form 
of policy loans. Policy loans are guaranteed and provide 
excellent liquidity. Purchases include:

Paying off existing debt:

pay off high interest credit cards, business loans, or student 
loans.

Purchasing investment assets:

Some possible investments to purchase would be:

Real estate:

Investing in real estate assets can create passive income 
streams.

Stocks:

Depressed stocks may pose a great investment opportunity, 
especially stocks with high dividend yields.

You can also use policy loans to make your own loans:

https://termlife2go.com/key-man-business-life-insurance/
https://termlife2go.com/key-man-business-life-insurance/
http://termlife2go.com/how-life-insurance-can-avoid-taxes/
http://termlife2go.com/how-life-insurance-can-avoid-taxes/
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Loans to others:

Peer-to peer lending may provide a great avenue for 
increasing your cash flow.

Loans to your business:

You can even loan to your business. This might be a great way 
to finance your business and provide potential tax write offs 
or deductions. Consult a tax advisor for more information.

Recapture Your Debt

One of the KEY components of infinite banking is that you 
pay back your life insurance loan and do it all again.

Most people stuck in the rat race are there because their 
outflow is greater than their inflow. That is, the money they 
spend is higher than the money they take in. And if they 
do save, the money saved cannot keep up with the pace 
of inflation so they end up working harder and harder, but 
getting further and further behind.

Rather, one benefit of practicing infinite banking that helps 
you regain control of your finances is through recapturing 
your interest. A great example is the purchase of a vehicle.

When you purchase a vehicle you have three choices: bank 
finance, pay cash, or self finance.

When you bank finance, you owe the bank the principle 
plus interest. You are essentially going into the negative on 
your finances. Paying interest to anyone else but you will 
only contribute to the problem of putting you further into a 
financial hole.

What about paying cash for the vehicle? The problem with 
this option is you go from having cash to zero cash. You just 
lost out on the opportunity cost of your money. Further, you 
are declaring that your money is not worth as much to you 
as it would be to a bank. You see, a bank would recoup that 
money through interest. However, if you buy a vehicle and 
don’t collect interest on your money, you are DEVALUING 
your own money.

The third option would be to self-finance your vehicle. The 
advantage with self-financing is you are acting as the bank, 
charging yourself interest on your purchase. You get to 
choose the interest rate, but it is your money so hopefully 
you VALUE your money higher than a bank would. As you 
recapture the debt in the form of interest payment to yourself 
(back into your policy via the insurer) you policy is growing 

exponentially due to compound interest.

Your Money is Working for You-TWICE

It is important to understand that if you use a non-direct 
recognition company for your policy, your money in your cash 
account is accruing interest all the while you are using it for 
investing or purchases.

For example, if you have $100,000 in your cash account and 
you borrow $25,000 to buy a car, the $75,000 that remains 
still grows at the guaranteed rate plus dividends. However, 
your $25,000 also still grows, although at a smaller rate of 
return. But as you repay your loan, every dollar you replace 
reverts to the guaranteed return plus dividend rate, creating 
a snowball effect of true compounding growth in your policy.

II. MUTUAL INSURANCE COMPANIES – PROFITS TO 
POLICYHOLDERS, NOT STOCKHOLDERS

Another benefit of using whole life insurance through a mutual 
company as a type of self-banking policy is that the company 
is looking out for the best interest of its policyholders, rather 
than stockholders.

These “banking” policies are purchased from mutual 
companies. The companies are not publicly traded on the 
stock exchange. The board of directors are not swayed by 
investors but rather look out for the interest of policyholders, 
the true owners of the mutual company.

In today’s world where it seems everyone on Wall Street is out 
to get theirs, it is nice to know that there are still companies 
that have the policyholders’ best interest in mind.

III. DIVIDEND – TAX FREE; ROP

With a participating whole life insurance policy you receive 
annual dividends. The dividends from mutual companies 
that offer these types of “self-banking” policies have been 
consistently paid for over 100 years, even during the Great 
Depression. So even though dividends are not guaranteed, 
there is a very high likelihood that you will receive a return 
of premium in the form of dividends. However, as a caveat, 
we must mention that past performance is no guarantee of 
future results.

IV. CASH VALUE ACCUMULATION

The cash value in your policy accumulates on a tax deferred 
basis. You have a guarantee rate and a dividend that will 

https://termlife2go.com/lending-club-review/
https://termlife2go.com/the-best-cash-value-life-insurance-13-amazing-benefits/
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further increase your cash value year in and year out. As time 
passes, your cash account becomes more and more efficient, 
i.e. it grows faster and faster. And the best part is the cash 
value can be borrowed against tax free* at any time and for 
any reason.

*Under current tax laws, a policy loan is not taxable. The 
only way that the policy loan can be taxed is if you have an 
outstanding policy loan and the policy lapses. If that happens, 
you can be taxed on the amount of cash value above your 
basis in the policy.

V. GUARANTEED TAX FREE DEATH BENEFIT

Under current law, the death benefit from your life insurance 
is not taxed. This is a huge benefit and makes life insurance 
one of the greatest investments available. Many people like 
to compare whole life insurance to other investments, such 
as IRAs and 401k Plans. However, without even getting into 
how much superior whole life can be when used as a self-
banking strategy, you also have to figure in the death benefit. 
IRAs and 401ks do not come with a death benefit. This alone 
makes investing in whole life heads and shoulders above its 
competition.

And with a properly structured banking policy, your death 
benefit continues to grow and grow as you age. That way 
your life insurance beneficiaries reap the maximum reward 
of your policy upon your death, long after most term life 
policies have expired.

VI. TAX DEFERRED GROWTH

The growth in your cash account is tax deferred. Abiding by 
the principle of the infinite banking concept will allow you 
to maximize your cash value and avoid paying taxes on your 
policy. Generally, you do not have to pay any taxes on your 
cash accumulation unless a taxable event occurs. A taxable 
event could occur by withdrawing more money than you put 
in or having a policy lapse with outstanding loans above your 
basis. Both of these scenarios are easily avoided if you are 
paying attention.

Using tax deferred growth in retirement

Upon reaching the age of retirement, you can use your policy’s 
cash value as retirement income. The best way to do this is 
through policy loans. If your policy is properly funded using 
the concepts advocated by infinite banking you can use your 
policy loans to supplement your retirement income without 
depleting the policy or lowering the death benefit.

VII. TAX FREE POLICY LOANS

Policy loans are guaranteed and provide excellent liquidity. 
Taking out policy loans tax free and using the money to 
finance other pursuits, such as buying vehicles, paying off 
debt, or investing in other assets is an amazing benefit. Not 
only are your policies tax free, but the money in your policy’s 
cash account continues to grow at a guaranteed crediting 
rate. So your cash value, through tax free policy loans, is 
actually working in two places at once. One, in the policy via 
your guaranteed crediting rate, and two, in your investments 
you are utilizing the policy loan for.

And further, as you recapture your interest and pay back your 
policy loan, with interest, you are growing your policy’s cash 
value exponentially, while simultaneously increasing your 
death benefit.

VIII. TAX FREE WITHDRAWALS (UP TO BASIS)

The money in your cash account is yours to withdraw if you 
need it. You can withdraw up to your basis (i.e. premiums 
paid) in the account without being taxed. However, this is 
not the recommended method under infinite banking, but it 
is nice to know you can take out your money penalty free if 
you so desire.

IX. PAID UP ADDITIONS

The primary vehicle that allows your infinite banking policy 
to grow so quickly is the paid up additions rider. This rider 
allows you to purchase paid up life insurance. You death 
benefit increases, as does your cash value, dollar for dollar. 
This allows many self-banking policies cash value to be 
accessed in just a short period of time, compared with many 
years on a typical whole life policy where the main perk is the 
death benefit.

X. NON DIRECT RECOGNITION

A non-direct recognition life insurance company pays a 
guaranteed crediting rate plus dividends on the entire cash 
value, rather than paying only on the cash not currently 
borrowed against. This is a huge benefit to a self-banking 
policy utilizing the concept of infinite banking because your 
money is essentially working in two places at once: in the 
policy and in your investment.

The cash account is still credited your guaranteed rate plus 
dividends. The mutual company will loan you money at an 
interest rate typically below your total return in your cash 

https://termlife2go.com/how-life-insurance-can-avoid-taxes/
https://termlife2go.com/how-life-insurance-can-avoid-taxes/
https://termlife2go.com/choosing-a-beneficiary-for-life-insurance/
https://termlife2go.com/paid-up-additions/
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account. That way, you still earn interest on your entire cash 
account, although at a lower rate on the amount held as 
collateral due to the policy loan.

Direct Recognition

A “true” infinite banking concept policy or Bank on Yourself 
policy require the company practice non-direct recognition. 
However, direct recognition companies can offer similar 
results and need not be automatically ruled out as a viable 

option to any self-banking strategy.

If you were to pin us down and ask us what we recommend, 
it would be a non-direct recognition company. It just makes 
more sense for a banking policy, since you plan to use your 
money not have it sit idle in your policy.

We have touched on a lot of the pros of infinite banking. 
However, no review of the concept would be complete 
without also touching upon the cons of infinite banking.

Infinite Banking Cons

I. FEES

To get the most out of a banking policy it is best to use the 
concept of infinite banking in conjunction with permanent 
coverage, preferably whole life. Front-loaded fees are the 
primary arguments raised in opposition to whole life by 
financial pundits. Of course, these same financial “gurus” fail 
to mention that your 401k plan, your IRA, and your mutual 
funds all have fees that may exceed any fees in a whole life 
policy over the long term. Here is a 20 page document from 
the Department of Labor on all the fees in a typical 401k 
plan.

II. OUTDATED

Nash’s book was written in 2000. The content is outdated. 
However, the concept itself is sound. In fact, Nash only 
went so far with the concept. We believe there are ways to 
implement the infinite banking concept that go beyond what 
Nash is offering his readers.

Infinite Banking Insurance Companies
Who are the best companies to use to practice infinite banking? Well, just as there are no one size fits all policy, there are no 
one size fits all company for infinite banking.

One reason is that for some people, using indexed universal life insurance might be the better option for your particular 
situation.

Another reason is that one company may practice non direct recognition and another may not.

Still another reason it is hard to pinpoint the “best” IBC banking policy or company is because some companies have a much 
stronger dividend than another.

These are just a few of many factors to take into account when trying to locate the best infinite banking insurance companies.

https://www.dol.gov/sites/default/files/ebsa/about-ebsa/our-activities/resource-center/publications/401kFeesEmployee.pdf
http://termlife2go.com/indexed-universal-life-insurance-pros-and-cons/
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Additional Info on Using Infinite Banking

Consider this: You put your money in a bank and receive a 
small return (.004%) and then take out a loan (for credit cards, 
small business loans, car loans, student loans, etc.) at a much 
higher interest rate. Why not fund a whole life insurance 
policy and take out a policy loan where your remaining 
cash is getting a guaranteed return and the borrowed cash 
is still getting a small return, in addition to whatever your 
investment returns?

Here is how banks work: A bank will take your deposit and 
give you a small amount of interest for you to park your 
money with them. The bank will then use your money to gain 
much higher interest loaning it out to others, or even back to 
you. Further, due to our fractional reserve banking system, a 
bank can leverage out the money it has on deposit 10-1.

A bank makes a great deal of money through interest. If it 
is paying you a half percent of interest on your money and 
loaning your money out at 5% interest, the bank is not 
making a small 4.5% return on your money. Rather, the bank 
is making a colossal 10 times more return* on your money! 
Instead, shouldn’t those gains be going into your pocket?

*Think about it like this. If you get a half percent return on 
$1,000, your interest gained would be $5. If the bank gets 
5% interest on $1,000, the bank earns $50. The bank earned 
10 times your return. That is amazing. And to make it even 
better for the bank, it can loan out with 10-1 leverage on your 
deposit, or $10,000. So the bank would actually make $500 
on your $1,000 deposit, if it only charged 5% interest!

And if we compare a self-banking policy to a Roth IRA, we 
can see that whole life is superior to a Roth IRA due to:

• Whole life also offers a death benefit (no death benefit 
for a Roth IRA).

• Whole life has no contribution limits.
• Whole life policy loans and withdrawals can be taken 

anytime without penalties.
• Whole life has no required minimum distribution at age 

70 1/2.
• You receive “true” compounding growth of your whole 

life cash value, even if you have outstanding policy loans. 
Where else can you receive “true” compound growth, 
except in a policy where you never need to withdraw the 
funds, but where you simply borrow against your cash 
value?

And if you compare whole life using IBC to 401k plan 
withdrawals, IBC banking is even more favored.

Is Whole Life Insurance a Good Investment?
Many financial entertainers (Dave Ramsey, Suze Orman) trash whole life as a bad investment. They talk about how you can 
earn 12% or more in stocks and how everyone should buy term and invest the difference. Now apart from the fact that 12% 
returns in the stock market is a myth, there are several reasons why whole life insurance is a good investment, especially 
when you employ an infinite banking strategy.

Using an infinite banking strategy to create an asset (your life insurance policy) and then using that asset to fund the purchase 
of another asset has an amazing compounding effect. You can then use the proceeds from your new asset to repay your policy 
loan.

From there, you can use your cash value as collateral for another loan and purchase another asset. Repeat the process. At the 
same time, your old asset may also be used as collateral to purchase another asset. And on and on it goes into infinity.

http://www.insuranceandestates.com/401k-withdrawals-and-loans/
http://www.insuranceandestates.com/401k-withdrawals-and-loans/
https://investorjunkie.com/36713/dave-ramsey-twelve-percent-return/
https://investorjunkie.com/36713/dave-ramsey-twelve-percent-return/
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Some Cash Flow Asset Ideas
As you continue to fund your banking policy you will continue to have a greater pool of assets to draw from. This in turn will 
allow you to make more and more investments.

Here are some cash flow ideas that may or may not be ideal for you:

Conclusion
Infinite banking and bank on yourself strategies are an excellent way to maximize your money. Plus, it opens the door for all 
kinds of opportunities down the road. For anyone seeking financial freedom and escape from the rat race, taking the time 
to investigate this awesome concept will produce dividends far beyond what you could imagine. You owe it to yourself and 
your family to take the next step. Please contact us today using the contact form below to speak to an advanced markets 
professional.

to implement the infinite banking concept?

Real Estate:

Whether it be single family residences or apartment buildings, 
the tax breaks from real estate investing are certainly worth 
looking into. You may also want to consider companies that 
allow you to invest via crowd funding of larger commercial 
real estate properties.

Oil and Gas:

Purchasing assets in oil and gas where you actually own the 
production of oil and gas can be a far superior way to invest 
in oil and gas.

Peer-to-Peer Lending:

Lending Club and other sites like it are a great way to create 
cash flow.

https://termlife2go.com/passive-income-ideas/
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KEY MAN LIFE INSURANCE: BEST TIPS 
AND STRATEGIES (SAMPLE RATES)

TermLife2Go can help you navigate the waters and set you and your business up with the best policy for the best price. We do 
this by focusing on the top companies and the specific niches filled by each carrier. By aligning each client’s specific health and 
lifestyle with the appropriate company that meets that specific niche allows us to consistently recommend the best company 
and policy for our clients – tailored specifically for each unique client. Give us a call today for a free key man life insurance 
consultation!

Life Insurance for a Key Person
In the following article we will discuss key-man life insurance: what is it, who needs it, and how to find the best price available. 
We will also briefly touch on the potential tax ramifications to a business that receives proceeds from key man insurance.

You might also want to read:

• Life Insurance for a SBA Loan
• Life Insurance to fund Buy-Sell Agreements

KEY-MAN BUSINESS LIFE INSURANCE

What is Key Man Life Insurance?

Key man (key person, key employee) business life insurance is insurance taken out by a business that covers a person or 
persons within the business whose loss to the business would create a substantial financial hardship. Basically, whoever is 
vital to the survival of the business can be a key man or women. The business identifies the key man, life insurance is bought 

https://termlife2go.com/guide-to-life-insurance-for-sba-loans/
https://termlife2go.com/advantages-of-a-buy-sell-agreement-funded-with-life-insurance/
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by the business on the key person, the business pays the premiums and if the key employee dies, the proceeds are paid out 
to the key man life insurance beneficiary—the business.

Key Man Life Insurance: Is your Business Protected?

IDENTIFYING KEY EMPLOYEES

Key employee business life insurance should focus on three main 
categories: (1) Business continuity or survival, (2) impossible or difficult 
to replace, (3) financing for an SBA or bank loan.

• Business continuity or survival: Key employee insurance should 
be used for any person in the business organization whose sudden 
death would threaten the continuity or survival of the business. Key 
Person Insurance gives creditors peace of mind knowing if the key 
employee dies the business will not.

• Impossible or difficult to replace: Key person life insurance should 
be used for any employee whose unexpected death would make it 
impossible or difficult for the business to find a replacement.

• Financing for an SBA or bank loan: Key man life insurance will 
typically be required on any owner of a business who desires to 
take out a SBA or bank loan.

Examples of Key Employees would be:

• An owner, especially if the loss affects the short or long term viability of the business such as adversely affecting the 
company’s standing with creditors or the company’s ability to secure financing.

• A top salesperson especially if the salesperson has become the “go-to guy” for many of the company’s top customers and 
brings in a sizable percent of the income of the business.

• A scientist or software engineer who developed the company’s intellectual property would most definitely be considered 
a candidate for key-man insurance.

Determining the amount of key man life insurance
There are various ways to determine the amount of key-person insurance the business needs. Ultimately, the amount that 
should be decided on is an amount that the business can afford without taking a toll on other areas of the business. Three 
areas to consider are the cost of replacement, multiple of income, and percentage of business income.

Cost of replacement: What it would cost the business to 
replace the key employee? Factors to consider would be the 
time it takes to find a replacement, training, and bringing the 
new employee up to speed. All the while that it takes to find 
a replacement the business would be losing revenue due to 
the loss of the key employee, so the revenue loss should also 
be factored in. The typical number used is around ten times 
the key person’s earnings.

Multiple of salary/income: this is an easy valuation method 
but fails to take much, if anything specific to the key-
employee or business, into account. Simply take the current 
key employees income and multiply it by a factor of five to 
ten times.

Percentage of business income: What percentage does the 
key person contribute to the overall income of the business? 
Once the percentage of the business income is determined, 
that number should be multiplied by how long it would take 
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to find someone to fill that key person’s shoes, typically 1-3 years.

A quick way to calculate a key person’s value would be to determine the employees percentage contribution to the net or 
gross profits of the business. Next, multiply that number by 2 years for gross profit percentage and 5 years for net profit 
percentage.

For example, if a key employee contributes 10% to the company’s net profit and the company’s net profits are $1,000,000 a 
year, that key employee contributes $100,000 a year. Therefore, a $500,000 key man life insurance policy would be needed 
[(10% X $1,000,000) X 5 years] using the net profit percentage.

General Underwriting Requirements for Key Person 
Insurance
• Typically an underwriter will allow face amounts between 

5-10X earned income.
• Bonuses may also be included.

 » Some companies require that the bonus is paid 
regularly as part of a company bonus plan.

• Also, if the key person has an ownership interest in the 
company, the appropriate percentage of company net 
income can be added to his or her income.

• An Employer Owned Life Insurance Acknowledgement 
and Consent form needs to be signed by the employee 
before coverage goes into effect.

• Note: Some states have specific requirements for an 
employee to qualify as a key person.

A life insurance company will inquire into how the business 
determined the insurance amount sought. Underwriters of 
key man insurance typically want to know the key employee’s:

• Business type,
• income,

• role in the business,
• specialized skill, and
• experience.

Business Type: S Corp, LLC, C Corp, Sole Proprietorship, etc…

Income: insurance companies will use the key man’s income 
level to help determine how much coverage to offer.

Role in the business: The key man’s role in the business is 
important because not just anyone is considered valuable 
enough to be termed “key-man.”

Specialized skill: similar to the role in the business above, 
the specialized skill held by a key man helps shed light on 
whether or not the employee is truly a key man.

Experience: the more experienced an employee the more 
vital to the organization he or she becomes. Therefore, the 
experience level helps life insurance carriers determine how 
valuable a key employee truly is.

What type of Key Man Life Insurance to choose?
Deciding on the right type of coverage is not always an 
easy task. Sometimes it just makes sense to choose whole 
life over term life. However, each unique scenario requires 
professionals adept at assessing the pros and cons of whole 
life versus term life.

For more advanced key man planning, please visit our article 
discussing the infinite banking concept.

TERM LIFE INSURANCE

• The lowest cost life insurance will be term life. Term 
life comes in various term lengths and the premium is 
fixed for the duration of the term. Term lengths typically 
range from 10-30 years, although 1 and 5 year terms are 
available.

• We also represent a company that will offer up to 
$1,000,000 no exam coverage for a key employee. 
Therefore, if you need coverage and the key employee 
does not wish to take an exam, this may be an option.

https://termlife2go.com/ten-examples-when-cash-value-whole-life-is-better-than-term-life-insurance/
https://termlife2go.com/ten-examples-when-cash-value-whole-life-is-better-than-term-life-insurance/
https://termlife2go.com/term-life-insurance-versus-permanent-life-insurance-what-is-the-difference/
https://termlife2go.com/term-life-insurance-versus-permanent-life-insurance-what-is-the-difference/
https://termlife2go.com/infinite-banking/
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PERMANENT LIFE INSURANCE

Permanent life insurance comes in two main flavors: Whole 
and Universal Life

Whole life insurance builds cash value and lasts the lifetime of 
the insured. One of the benefits of cash value life insurance 
is the ability to access the funds via tax free policy loans. This 
can add liquidity to your business when you need it most. It 
can also add incentives for your key person to stay with your 
company until his or her policy has fully vested.

Universal Life includes Guaranteed, Indexed and Variable.

• Guaranteed Universal Life typically is guaranteed to last 
the rest of your life. It does build some cash value but at 
a much slower pace than whole or indexed universal life.

• Indexed Universal Life Insurance might be a good option 
since it retains cash value. The cash value might add a 
further incentive to keeping your key employee around. 
Further, if the key employee does leave, the policy can be 
sold off to a third party as a life settlement. The older the 
key man the better price the company can receive on the 
now no longer needed coverage.

What type of coverage is best for key person business 
insurance?
There really is no one size fits all answer or policy. Each product has unique features and benefits. Additionally, some include 
important life insurance riders, such as disability, critical illness, chronic illness and terminal illness riders. Give our experts a 
call today to talk over your options. We will help guide you to the right product that is a fit for you and your business needs.

Sample Key Man Life Insurance Rates

Monthly quotes are based on a preferred plus 50 year old male; rates are for informational purposes and must be qualified for.

Face Amount 10 Year 20 Year 30 Year GUL to 110
$500,000 $41 $79 $134 $378
$1,000,000 $74 $146 $259 $713
$5,000,000 $356 $718 $1,267 $3,568

Monthly quotes are based on a preferred plus 50 year old female; rates are for informational purposes and must be qualified for.

Face Amount 10 Year 20 Year 30 Year GUL to 110
$500,000 $35 $56 $102 $330
$1,000,000 $63 $105 $175 $620
$5,000,000 $293 $512 $843 $3,100

You can also view our sample life insurance rates by age chart for more. 

How Long of a Term do I need for Key Man Life Insurance?
Usually the term length should be tied to a specific date in the future, such as retirement. For example, if a key person is 
currently 45 years old and the expected retirement for that employee is age 65, then 20 year term life insurance would be 
appropriate.

Once again, other types of life insurance, such as whole or universal life, might be more beneficial for providing an incentive 
to the key employee if the cash value will be made available to the key man.

https://termlife2go.com/the-best-cash-value-life-insurance-13-amazing-benefits/
https://termlife2go.com/indexed-universal-life-insurance-pros-and-cons/
https://termlife2go.com/life-insurance-riders/
https://termlife2go.com/best-life-insurance-rates-by-age-with-charts/
https://termlife2go.com/20-year-term-life-insurance/
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Are Key person insurance premiums tax deductible?
Key man insurance premiums are not tax deductible. See IRC 26 U.S. Code § 264 (a) General rule: No deduction shall be 
allowed for— (1) Premiums on any life insurance policy…if the taxpayer is directly or indirectly a beneficiary under the policy 
or contract.

Are proceeds from Key Man Life Insurance taxable?
The proceeds to the business from the key person life insurance are considered income and the business will be taxed unless 
the Notice and Consent requirements of Section 101(j) are met.

See IRC 101 § (j) Treatment of certain employer-owned life insurance contracts:

(4) Notice and consent requirements

The notice and consent requirements…are met if, before the issuance of the contract:

1. the employee is notified in writing that the applicable 
policyholder intends to insure the employee’s life and the 
maximum face amount for which the employee could be 
insured at the time the contract was issued,

2. the employee provides written consent to being insured 
under the contract and that such coverage may continue 
after the insured terminates employment, and

3. the employee is informed in writing that an applicable 
policyholder will be a beneficiary of any proceeds payable 
upon the death of the employee.

In addition, form 8925 must be included with the employer’s 
annual income tax return. The following information is 
required:

1. The number of employees at the end of the year.
2. The number of employees who are insured at the end of 

the year under employer-owned life insurance contracts.

3. The total amount of life insurance in force at the end of 
the year under these contracts.

4. The name, address, and taxpayer identification number 
of the employer and the type of business in which the 
employer is engaged.

5. Whether the employer has a valid consent for each 
insured employee, and if not, the number of insured 
employees for whom a consent was not obtained

For more see: New IRS reporting requirements for employer-
owner life insurance contracts

How we can help you get the lowest rates on key man life 
insurance
TermLife2Go specializes in finding the best life insurance rates available for our clients by focusing on each unique niche of 
the various life insurance carriers in the marketplace. We stay on top of the latest trends and know who to go to for various 
health and lifestyle conditions. We work with the top 10 best life insurance companies in the U.S. and have an intimate 
knowledge of the various nuances of each company. We also have our finger on the pulse of the top no exam life insurance 
companies available. Either way, it is important to choose the right company and that is where we help our clients save 
thousands on life insurance.

For example, you may want to apply for diabetic life insurance. The key is to apply with the most diabetic friendly carrier 
available. And who that may be can, and often does, change. The difference between companies that have looser underwriting 

http://www.moyewhite.com/mediacenter/articleview.aspx?ArticleID=33
http://www.moyewhite.com/mediacenter/articleview.aspx?ArticleID=33
https://termlife2go.com/best-life-insurance-companies-in-the-united-states/
https://termlife2go.com/top-10-best-no-medical-exam-term-life-insurance-companies/
https://termlife2go.com/top-10-best-no-medical-exam-term-life-insurance-companies/
https://termlife2go.com/life-insurance-with-type-2-diabetes-24-hour-approval/
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guidelines and those who have standard guidelines can be substantial as it can make a big difference between the premium 
payment or if the insurance is even approved.

Therefore, if you desire the lowest premiums for your insurance, give us a shot at saving you thousands over the life of your 
insurance policy. We have helped many business owners secure affordable key man life insurance and we can help you as 
well. We are here to serve!

About TermLife2Go

We do not favor one life insurance company over another. Instead, we find out what you need and then we recommend 
the lowest priced, best life insurance company to meet your specific need. Therefore, if price matters to you, give us a 
chance to earn your business.

For a free life insurance consultation and for free quotes from dozens of top rated life insurance companies, please call us 
today or enter your information into our free quote engine.
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BEST LIFE INSURANCE FOR SBA LOANS: 
GET APPROVED FAST!

As experts in SBA Life Insurance fulfillment, we at TermLife2Go understand just how important it is to get approved for life 
insurance QUICKLY. After all, we work with the top no medical exam life insurance companies in the marketplace. Give us a 
call today to see what we can do for you.

Life Insurance for SBA Loans in 2017: Get Approved Fast!
For all the entrepreneurs out there this article is for you. The subject of business owner life insurance is exhaustive. This 
article will focus on a more nuanced part of the whole. If you find that you need to get a small business loan in order to 
properly fund your business start up with working capital, to help grow your business, to purchase fixed assets, or for some 
other business oriented reason then our Guide to Life Insurance for SBA Loans will help clear the waters and give you the 
knowledge you need to make an informed decision.

SMALL BUSINESS ADMINISTRATION LOANS AND LIFE INSURANCE

Do you need life insurance to cover an SBA loan or bank loan, fast? Consider no medical versus exam life insurance now to 
get to the next phase of the loan process. You can always reapply for a traditional term or universal life insurance policy later 
once you have your life insurance in place but at least you are not risking a delay to your loan approval.

https://termlife2go.com/top-10-best-no-medical-exam-term-life-insurance-companies/
https://termlife2go.com/business-owner-life-insurance/
https://termlife2go.com/no-exam-life-insurance-versus-taking-exam/
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2017 SBA Loan Life Insurance Requirements

You may be wondering, “Why is life insurance needed to secure 
a small business loan?”

According to sba.gov, “life insurance and/or disability insurance 
is not required for all loans, but the Lender should require life or 
disability insurance where there is a concern over whether the 
business could survive in the absence of an individual or small 
group of individuals that provide the management for the small 
business concern. When life or disability insurance is deemed 
prudent, the Lender may accept a COLLATERAL ASSIGNMENT 
of an existing or new *decreasing term or universal life insurance 
policy. LENDER SHOULD NOT BE NAMED AS A BENEFICIARY.” 
Source

Essentially, sba.gov states that lenders should (as compared to must) require the borrower to secure life insurance if the 
borrower is a key man (i.e. vital to the continuation of the business). For sole proprietors or small business owners, that means 
that life insurance should be purchased. Although sba.gov does not currently use mandatory language, most small business 
owners would be hard pressed to find a lender that does not require a SBA loan be covered by life insurance, unless there is 
no concern over whether the business could survive in the absence of an individual or small group of individuals.

*Please note above that sba.gov mentions a decreasing term. Decreasing term is an antiquated product and is only offered by 
a few companies. Steer clear of any company who tries to sell you on a decreasing term, as it is typically the same price as a 
fixed term. The difference between level and the decreasing term, is with decreasing term the face amount decreases (goes 
down) as time passes. In contrast, the face amount stays the same with a fixed term product. Why pay the same price (maybe 
more) for a decreasing term? The answer is: you shouldn’t. So don’t be duped.

Collateral Assignment
A solid small business loan life insurance tip is to understand 
collateral assignment. Many sole proprietorships and 
partnerships are in need of funding to get the business off 
the ground. As a result, a small business loan will be utilized. 
Small business loans and hard money loans typically will 
require life insurance on the borrower to be paid to the lender 
if the borrower dies while the loan is outstanding.

But the question becomes, who do you name as the 
beneficiary of your SBA loan life insurance policy?

The answer: instead of naming the bank or lender as the 
beneficiary, the owner of the life insurance would assign 
the proceeds to the lender via a collateral assignment. The 
beneficiary would be named separately, apart from the 
assignment.

How it works is the life insurance proceeds are assigned to 
the lender. However, since the proceeds are assigned and the 
lender is NOT the beneficiary, the lender will only receive the 
portion of the life insurance that will cover the loan.

As the SBA loan is paid down, the amount owing to the 
lender is reduced. However, the life insurance death benefit 
stays level. So by using a collateral assignment, if the owner/
insured dies, the lender is paid back the amount it is owed 
and the remainder of the life insurance will be for the benefit 
of a beneficiary, such as a wife or kids.

If you do not use a collateral assignment and instead make 
the bank the sole beneficiary, the bank will be able to collect 
on all the life insurance payout, regardless of the amount the 
bank is actually owed.

https://www.sba.gov/offices/headquarters/oca/resources/4950
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How to set up collateral assignment for a small business 
loan
The policy owner or your agent (typically the insured) must request a collateral assignment form from the insurance carrier 
once your policy is approved. This can be done quickly if you have an agent who is on the ball. TermLife2Go will have your 
collateral assignment form out to you with your delivery requirements so we can have everything done as soon as possible. 

From there, your life insurance needs to go in force. Once your policy is active the collateral assignment will be submitted to 
the carrier. The lender will require notice that the collateral assignment has been made by the borrower. This is typically done 
by the life insurance company sending out a copy of the accepted collateral assignment form. This can take up to two weeks 
to accomplish which is why you should apply for life insurance right away when considering applying for a SBA Loan.

Consider keeping the life insurance after your loan is paid
If you still have a few years or more left on your term life insurance for an SBA or bank loan you might want to consider 
keeping the policy since you were much younger when you originally took it out. Further, most companies offer a conversion 
option that allows you to convert all or a portion of the coverage into a permanent policy. The advantage here would be for 
a business owner who has been successful and now want to keep his or her life insurance. The good news is that with the 
conversion option you can keep it—and your policy is converted at the rate class you originally qualified for. There is no proof 
of insurability—meaning even if you have developed some sort of illness or disease you don’t have to submit to an exam.

10 Year Term Life Insurance for SBA Loan

10 Year Term Life Insurance quotes for exam and no exam coverage. All rates from A rated carriers and better. Rates based on 
a preferred plus male. Rates are subject to change and must be qualified for.

Ages $250,000 $250,000 $500,000 $500,000
No Exam Exam No Exam Exam

30 $13 $10 $18 $14
40 $16 $12 $23 $18
50 $27 $23 $45 $41
60 $68 $60 $127 $112

Types of Life Insurance to cover an SBA loan
SBA loan life insurance requirements specify either a decreasing term or universal life insurance policy. However, a fixed term 
works just as well as a decreasing term and is a superior product.

Annual Renewable Term: There are a handful of top 10 
best life insurance companies that offer annual renewable 
term. Among the best are American National, MetLife, SBLI, 
Prudential and Transamerica.

Term Life Insurance: Term life insurance for an SBA loan is 
a great choice because it is typically very inexpensive and 
you can tailor the term to match the length of the loan. Term 

lengths available range from 5, 10, 15 year terms and every 
year from there up to 30 years. That means you can get a 17 
or 22 year term if that is necessary. You can even get a 35 
year term with a return of premium rider if you are looking for 
something that far out.

Universal Life Insurance: Universal life is permanent life 
insurance. There are various flavors but the traditional three 

https://termlife2go.com/best-life-insurance-companies-in-the-united-states/
https://termlife2go.com/best-life-insurance-companies-in-the-united-states/
https://termlife2go.com/american-national-life-insurance-company-review/
https://termlife2go.com/american-national-life-insurance-company-review/
https://termlife2go.com/sbli-life-insurance-reviews/
https://termlife2go.com/prudential-life-insurance-reviews/
https://termlife2go.com/transamerica-life-insurance-company-reviews/
https://termlife2go.com/universal-life-insurance-pros-and-cons/
https://termlife2go.com/universal-life-insurance-pros-and-cons/
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types of Universal Life are Guaranteed, Indexed, and Variable. 
Of these three, Guaranteed Universal Life is going to be the 
most inexpensive available.

You might think that cash value permanent life insurance is 
the best choice. After all, it does have many benefits, such 
as subsidizing your retirement income, providing guaranteed 
growth and cash value accumulation, in addition to a death 
benefit that lasts our entire life.

But unless you plan on keeping the policy for the rest of your 
life to provide for family, estate planning purposes, or as a 
business succession device, term life insurance is typically 
the prudent choice for life insurance to cover a small business 
loan.

Once you have decided on the right type of policy for you, 
don’t forget to prepare for your life insurance exam! Check 
out our article: Tips for acing your life insurance medical 
exam.

STACKING NO MEDICAL EXAM POLICIES

What do you do if you need life insurance for a SBA loan 
fast but you can only get up to $500,000 of no medical exam 
term life insurance but you need more? Principle Financial 
Group will offer a preferred plus candidate up to a million 
dollar life insurance policy. But what if you are not in perfect 
health? What do you do?

The answer would be to stack a couple no exam policies 
together. You can get up to $500,000 in coverage with a few 
of the top no medical exam companies in the marketplace. 
By stacking two $500,000 policies, you can obtain the 
$1,000,000 in coverage you need.

WHAT IF THE POLICY LAPSES?

If the small business loan life insurance policy should lapse 
then the Lender would consider the loan in default and can 
request the entire principle of the loan be paid in full. This is 
a good reason why you should consider paying your premium 
on your life insurance to cover an SBA loan on an annual basis. 
Annual payments are about 5% less than paying monthly.

High Risk Life Insurance to 
cover an SBA Loan
For those of you who need coverage but you have some sort 
of pre-existing condition you should consider an agency that 
specializes in high risk life insurance conditions. For example, 
looking for life insurance with diabetes is going to require 
that you apply with the most diabetic friendly life insurance 
carriers. If you don’t, your policy could be delayed, postponed 
or declined altogether. That is where applying with an agency, 
such as TermLife2Go, can make all the difference in the world.

Click here to read how we go the extra mile for our clients 
with pre-existing conditions.

About TermLife2Go

We do not favor one life insurance company over 
another. Instead, we find out what you need and then 
we recommend the lowest priced, best life insurance 
company to meet your specific need. Therefore, if price 
matters to you, give us a chance to earn your business. 
We are here to serve you!

For a free life insurance consultation and for free quotes 
from dozens of top rated life insurance companies, please 
call us or enter your information into our free quote 
engine.

https://termlife2go.com/the-best-cash-value-life-insurance-13-amazing-benefits/
https://termlife2go.com/using-life-insurance-for-estate-planning/
https://termlife2go.com/buy-sell-agreement-funded-with-life-insurance/
https://termlife2go.com/tips-on-acing-your-life-insurance-exam/
https://termlife2go.com/tips-on-acing-your-life-insurance-exam/
https://termlife2go.com/principal-financial-group-life-insurance-reviews/
https://termlife2go.com/principal-financial-group-life-insurance-reviews/
https://termlife2go.com/million-dollar-life-insurance-policy/
https://termlife2go.com/million-dollar-life-insurance-policy/
https://termlife2go.com/high-risk-life-insurance/
https://termlife2go.com/life-insurance-with-type-2-diabetes-24-hour-approval/
https://termlife2go.com/life-insurance-with-pre-existing-conditions/
https://termlife2go.com/life-insurance-with-pre-existing-conditions/


TermLife2Go’s 
Ultimate Guide to Success

59

 BUY SELL AGREEMENT FUNDED WITH LIFE INSURANCE (7 KEY BENEFITS)

BUY SELL AGREEMENT FUNDED WITH 
LIFE INSURANCE (7 KEY BENEFITS)

In the following article we will discuss the advantages of a buy-sell agreement funded with life insurance. Subjects touched 
upon will include the steps to creating a buy-sell agreement, putting life insurance in buy-sell agreements to work, the types 
of life insurance used to fund buy-sell agreements, and how we can help you find the lowest premiums on your protection. 
We work with dozens of the top life insurance companies in the U.S. Give us a call today to see what we can do for you.

Using Life Insurance to Fund 
a Buy-Sell Agreement
Before we begin this article we at TermLife2Go thought it 
would be important to point out that as life insurance agents, 
we are not going to be able to explain to you all the nuances 
of a buy-sell agreement. That is the job of your attorney. 
However, what we will do is help explain how we can help you 
get the best whole and term life insurance rates for a buy-sell 
agreement so you can maximize your agreement and free up 
cash to use in other places to help your business continue to 
grow. We will gladly work hand-in-hand with your attorney 
to help you finalize your agreement. Now on to the article…

What is a buy-sell 
agreement?
In the simplest terms, it is an agreement between business 
owners on buying and selling the business. There are many 
nuances to a buy-sell agreement. If your buy-sell agreement 
is not set up properly it could end up causing a lot of grief 
to your fellow business partners, their family and your family 
members. Therefore, buy-sell arrangements should only be 
structured by an experienced business law attorney.

The first step of implementing a buy-sell agreement funded 
with life insurance is to consult with an experienced business 
law attorney who can structure your arrangement. The size of 
your business will typically determine the level of difficulty of 
properly structuring your buy-sell arrangement.

The next step, or simultaneous step, would be to begin the 

https://termlife2go.com/best-life-insurance-companies-in-the-united-states/
https://termlife2go.com/life-insurance-rates-for-10-30-year-term-ages-20-80/
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process of obtaining life insurance for the buy-sell agreement. The reason you want to move on obtaining insurance right 
away is because the approval process can take a few days to a few months depending on the size of the policy and the health 
of the proposed insured.

If you need insurance fast you can always apply today with the best no medical exam term life insurance companies. And if 
you are satisfied with the no exam coverage then simply keep the policy. Alternatively, if the cost of the no exam policy seems 
a bit high you can always apply for a fully underwritten policy at a later time to replace the no exam policy. Another benefit to 
no exam coverage is it allows the insured to lock into coverage before taking an exam. If you have not had a medical check-up 
in awhile then consider the advantages of no medical exam versus exam life insurance.

Putting Life Insurance in Buy-Sell Agreements to Work
Depending on the type of business determines how the insurance proceeds are 
utilized. We will address life insurance in buy-sell agreements for corporations, 
partnerships and sole proprietorships using entity purchase agreements or cross 
purchase agreements. There are other agreements available, such as Trusted 
Cross Purchase, Wait-and-See Buy Sell, and No-Sell Buy-Sell.

In a partnership, typically the two co-owners will get insured and name one 
another as the owner of each others policy. When a buy-sell agreement is funded 
with life insurance, the policy owner  uses the insurance proceeds to purchase 
the business interest of the deceased owner’s interest at a predetermined 
amount. This type of buy sell agreement is called an Entity Purchase Agreement 
or Stock Redemption Agreement. The benefit here is that it provides the family 
of the deceased owner with cash instead of non-marketable company stock. The 
remaining owner is then freed up to carry on the business without the deceased 

owner’s family getting involved in the affairs of the business. Further, this protects the business from being dissolved upon the 
death of a co-owner. Finally, the business has a quick influx of liquid income (i.e. cash) that may also be used by any remaining 
co-owners if the business is in need of liquidity.

For larger businesses with more than two or three owners, such as an LLC, C Corp, or S Corp, a different buy sell strategy 
called a cross purchase agreement, can be effectively implemented. This buy sell agreement strategy requires the insurance to 
be taken out on all the business owners and makes the business both the owner of the policy and the beneficiary. This way all 
money flows back into the business to be used as necessary by the remaining business owners, as the remaining owners use 
the cash to “buy out” the deceased business owner’s interest.We recommend you consult with a tax professional for potential 
tax ramifications to the business from this strategy.

In a sole proprietorship, typically the business will not continue when the sole owner dies. The main issue is that any heir of 
the business owner is not knowledgeable of the business and the nuances associated with the continuation of the business. 
Therefore, the buy-sell agreement funded with life insurance, typically in the form of key person business life insurance, will 
be able to provide liquid assets to the deceased owner’s family as they wait on an appropriate suitor to purchase the business. 
This strategy also helps avoid “fire sales” where the business is sold for pennies on the dollar due to the need to liquidate 
assets to wrap up the deceased owner’s business and estate.

One last note for a business owner who also is the primary bread winner of the household: you should get insured as soon 
as possible. If you are the main income earner, then regardless if you have a buy-sell in place or not, life insurance should still 
be at the top of your list as a business owner simply because it means your family will be protected financially when you die. 
Please don’t put off getting at least some life insurance in place as you continue to make strides to grow your business.

https://termlife2go.com/top-10-no-medical-exam-life-insurance-companies/
https://termlife2go.com/no-medical-exam-life-insurance-versus-taking-exam/
https://termlife2go.com/key-man-business-life-insurance/
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IN SUMMARY, THE ADVANTAGES OF A BUY-SELL AGREEMENT FUNDED WITH LIFE INSURANCE:

1. Business continuity by providing remaining owners with cash to purchase deceased owner’s shares.
2. Provide income for deceased owner’s family in case of death or disability.
3. In a partnership, prevents members of the deceased owner’s family from becoming business partners.
4. Provides fast access to liquid assets to protect against “fire sales” of the business, to pay creditors, and to essentially “buy” 

time for the business to wrap up or be sold.
5. The death benefit from life insurance proceeds is typically income tax free.
6. Enhance credit risk because a succession plan is in place.
7. Using an Irrevocable Life Insurance Trust may be beneficial. Please consult with your business attorney.

WHAT ARE THE DISADVANTAGES TO BUY-SELL AGREEMENTS FUNDED WITH LIFE INSURANCE?

The disadvantages of buy-sell agreements for sole proprietorships or partnerships are twofold:

a. The cost of the life insurance premium might create financial problems to the company, especially if one or more of the 
owner’s has pre-existing health issues which make the premiums more expensive.
1. Read how we go the extra mile for our clients with pre-existing conditions.

b. If the premiums do create financial problems for the company, the policy might interfere with the business or owner using 
that income for other purposes.

AN EXPERIENCED BUSINESS LAW ATTORNEY OFFERS SOME ADVICE

For this article on funding a buy sell agreement with life insurance we interviewed Jack Friedell, an experienced business law 
attorney in Southern California.

1. What are the potential pitfalls of setting up a buy sell 
agreement?

The largest pitfall I see in the establishment of a buy-sell 
agreement is a lack of understanding on the function of the 
agreement, which is demonstrated by the failure to properly 
fund it. A properly planned and executed buyout agreement 
will govern the situation if a co-owner dies, or chooses to 
leave the business. Unfortunately, the ability of a business to 
buy-out a co-owner (or a co-owner’s estate) is often limited 
based upon the capital required for small businesses to 
remain operating. The best solution for liquidity of a buy-sell 
agreement is the purchase of term or whole life insurance 
policies on each owner to guarantee that the deceased 
owner’s family is paid the true value of the business interest 
while still allowing the company to preserve their assets to 
ensure continued operation.

2. What type of advice would you give to partners or owners 
of closely held businesses who are considering a buy sell 
agreement?

I recommend that any partners, or owners of closely 
held businesses (Corporations or LLCs), discuss buy-sell 
agreements with a qualified attorney in their state. An 
attorney will be able to meet with the owners to determine 

their goals and outline valuation options when the buy-sell 
option is triggered. A properly prepared buy-sell agreement 
not only contemplates a co-owner deciding to sell their 
interest or passing away, but it also mandates that the sale 
of a business interest is not sold to an outside third party. 
This portion is essential to guarantee control by the owners 
and guarantee that they do not lose the business to outside 
interests. This is performed by the requirement that any 
owner who chooses to sell their interest gives the right of 
first refusal to the remaining owners.

3. Any other thoughts you might care to share?

Many small business owners do not undertake the essential 
process of proper business succession planning based upon 
their ignorance of the ability to use life insurance as a tool 
to fund the buy-sell agreement. The relatively small expense 
related to the purchase of term policies eliminate the excuses. 
If you are a co-owner of a business, for the sake of your family 
members and business partners, please take the time to 
research all of the benefits of a buy-sell agreement and the 
great resource that term insurance policies serve in funding.

https://termlife2go.com/irrevocable-life-insurance-trusts-why-you-should-consider-an-ilit/
https://termlife2go.com/life-insurance-with-pre-existing-conditions/
http://friedelllaw.com/
http://friedelllaw.com/
https://termlife2go.com/term-life-insurance-versus-permanent-life-insurance-what-is-the-difference/
https://termlife2go.com/term-life-insurance-versus-permanent-life-insurance-what-is-the-difference/


TermLife2Go’s 
Ultimate Guide to Success

62

   BUY SELL AGREEMENT FUNDED WITH LIFE INSURANCE (7 KEY BENEFITS)

Buy Sell Life Insurance Underwriting Requirements
The underwriting formula to determine how much life insurance a business owner can get to fund a buy-sell agreement takes 
the percentage ownership of the proposed insured and multiplies that percent by the fair market value of the business, adding 
in an additional modest growth factor. An underwriter will also inquire into whether or not other owners are insured.

Types of Life Insurance used to fund Buy-Sell Agreements
Using life insurance to fund a buy sell agreement requires some planning as to the type of policy to use and the best company 
to choose. Three types of life insurance to use for funding buy-sell arrangements are term, universal and whole life.

For more advanced markets concepts regarding buy sell agreements, please visit our article on using the infinite banking 
system.

TERM LIFE

the advantages of funding a buy-sell agreement with term 
life insurance is that the business can a save considerable 
amount of money. The disadvantage is that term life insurance 
ends upon the expiration of the term length, which typically 
ranges from 10-30 years.

However, term life insurance generally comes with a 
conversion option which allows the owner to convert the 
policy into permanent insurance with no proof of insurability. 
Meaning, the policy can always be converted to a permanent 
policy no matter what health conditions the primary insured 
has developed over the years because the policy is converted 
at the original rate class qualified for. Further, some companies 
allow the policy to be renewed up to age 95. Note, however, 
that the premium will go up each year if you choose this 
option.

PERMANENT LIFE INSURANCE

Cash value whole life insurance has many benefits and 
may be superior to term life when dealing with business 
succession planning. Another option is Universal Life.

Universal Life: There are three main flavors of universal life 
insurance: guaranteed, variable, and indexed universal life 
insurance. All three are permanent policies and build cash 
value.

The advantage of using universal life insurance to fund a buy 
sell agreement is that the cash value can be used for various 
purposes, such as a buyout of an owner for retirement or due 
to disability. Additional living benefit riders, such as chronic 
illness and disability, can be added.

Another advantage to Universal Life is the policy last the rest 
of the owner’s life or owners’ lives.

The disadvantage of universal life or any type of permanent 
life insurance is the cost. If your business has plenty of cash 
available then cost might not be an issue. However, if you are 
a start up or new business you might want to consider term 
and simply convert the coverage down the road, if necessary.

Survivorship life insurance is another great option for funding 
a buy-sell arrangement where one or both partner’s spouse 
is also involved in the business. For example, a business 
partnership has been formed and one of the two owners 
works in conjunction with his or her spouse. Upon the death 
of one spouse, the other spouse plans to continue on instead 
of having his or her share of the business purchased by the 
other partner.

Survivorship or second to die life insurance pays out upon 
the death of the surviving partner/spouse. An advantage is 
that the premium is lower than the combined premium of 
two separate universal life insurance policies. This allows the 
husband and wife team to save on the cost of life insurance 
by both being insured on the same policy.

Once you have decided on the right type of policy for you, 
don’t forget to prepare for your life insurance exam! Check 
out our article: Tips for acing your life insurance medical 
exam.

https://termlife2go.com/infinite-banking/
https://termlife2go.com/infinite-banking/
https://termlife2go.com/the-best-cash-value-life-insurance-13-amazing-benefits/
https://termlife2go.com/best-universal-life-insurance-companies-and-policies/
https://termlife2go.com/best-universal-life-insurance-companies-and-policies/
https://termlife2go.com/indexed-universal-life-insurance-pros-and-cons/
https://termlife2go.com/indexed-universal-life-insurance-pros-and-cons/
https://termlife2go.com/living-benefits-life-insurance-chronic-illness-and-terminal-illness-riders/
https://termlife2go.com/living-benefits-life-insurance-chronic-illness-and-terminal-illness-riders/
https://termlife2go.com/first-and-second-to-die-life-insurance/
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Sample Buy Sell Agreement Life Insurance Quotes

Monthly quotes are based on a 50 year old male at a preferred plus rate

Face Amount 10 Year 20 Year 30 Year GUL to 110
$500,000 $41 $79 $134 $378
$1,000,000 $74 $146 $259 $713
$5,000,000 $356 $718 $1,267 $3,568

Monthly quotes are based on a 50 year old female at a preferred plus rate
Face Amount 10 Year 20 Year 30 Year GUL to 110
$500,000 $35 $56 $102 $330
$1,000,000 $63 $105 $175 $620
$5,000,000 $293 $512 $843 $3,100

How we can help you get the lowest priced life insurance 
for your buy-sell agreement
TermLife2Go specializes in finding the lowest cost life insurance available for our clients by focusing on each unique niche of 
the various life insurance carriers in the marketplace. We stay on top of the latest trends and know who to go to for various 
health and lifestyle conditions.

For example, you want to apply for life insurance with diabetes with the most diabetic friendly carrier available. And who that 
may be can, and often does, change. The difference between companies that have looser underwriting guidelines and those 
who have standard guidelines can be substantial. Which in turn can make a big difference between the premium payment or 
if the insurance is even approved.

Therefore, if you desire the lowest premiums for your life insurance, give us a shot at saving you thousands over the life of 
your insurance policy. We have helped many business owners secure affordable life insurance to fund a buy-sell agreement 
and we can help you as well. We are here to serve!

About TermLife2Go

We do not favor one life insurance company over another. Instead, we find out what you need and then we recommend the 
lowest priced, best life insurance company to meet your specific need. Therefore, if price matters to you, give us a chance 
to earn your business.

For a free life insurance consultation and for free quotes from dozens of top rated life insurance companies, please call us 
today or enter your information into our free quote engine.

https://termlife2go.com/life-insurance-with-type-2-diabetes-24-hour-approval/
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LIFE INSURANCE FOR ESTATE PLANNING 
(5 FANTASTIC BENEFITS)

Your estate is all the property you own. Your estate may be large or it may be small. Life insurance can make a small estate 
large, or it can be used to protect a large estate. When considering life insurance for your estate plan it is important that you 
have choices and understand the benefits of each type of coverage and how each plays into your estate planning goals.

Estate Planning with Life Insurance: Leverage Your Wealth
Many of our clients have at least a small life insurance policy through work or for burial and final expenses. However, the 
majority of our clients fail to maximize their estate through the use of life insurance. In our opinion, life insurance and estate 
planning should be synonymous.

When it comes to using life insurance for estate planning, there are various strategies available using cash value life insurance 
that can be used to increase the value of your estate and avoid taxes. The following article covers the value of life insurance 
in an estate plan, ways to use life insurance to avoid estate taxes and explains the different types of life insurance available.

https://termlife2go.com/infinite-banking/
https://termlife2go.com/the-best-cash-value-life-insurance-13-amazing-benefits/


TermLife2Go’s 
Ultimate Guide to Success

65

 LIFE INSURANCE FOR ESTATE PLANNING (5 FANTASTIC BENEFITS)

5 Advantages of Life Insurance in an Estate Plan

1. IT CREATES AN IMMEDIATE ESTATE

One of the most important advantages of including life 
insurance in an estate plan is that it creates an immediate 
estate. You do not have to wait for a trust to settle or for 
probate to close.

The funds from the policy are available right away (typically all 
that the life insurance carrier requires is the death certificate). 
The proceeds are then used to protect your current estate 
by providing immediate cash, paying for administration and 
settlement of a trust or probate, burial, taxes, and protection 
from *”fire sales”.

(*A “fire sale” is when a trustee or executor is forced to sell 
property, stocks or mutual funds of the estate in order to 
raise immediate funds. Due to the necessity of raising funds 
quickly, the property is typically sold at a discount to its actual 
value, resulting in a “fire sale”.)

2. HELPS AVOID TAXES

Another huge benefit of life insurance for estate planning is 
that it typically will not be subject to an estate tax or a death 
tax. However, if your state has a death tax or if your assets 
are above the federal exemption level of $5,450,000 (as of 
2016), your life insurance may be taxed since the proceeds 
are included in your gross estate when you die.

One way to avoid paying taxes for those clients with a state 
death tax or with an estate valued over the federal exemption 
limit is to fund an Irrevocable Life Insurance Trust (ILIT). The 
advantage of life insurance purchased through an Irrevocable 
Life Insurance Trust is that the death benefit will not be subject 
to estate tax. Yes, you heard that right, your beneficiaries will 
be able to receive the proceeds of your estate without any 
estate tax flowing to the government.

3. MAXIMIZES YOUR TOTAL WORTH: I.E. LEVERAGE

Using life insurance for estate planning allows you to leverage 
your assets to maximize you total worth. For example, a 50 
year old male in perfect health can get a $500,000 Guaranteed 
Universal Life (GUL) insurance policy for a little over $4,000 a 
year. If he died at 82,  the normal life expectancy of a healthy 
50 year old, he would have paid 32 years worth of payments, 
or around $128,000 in total premiums. His beneficiaries will 
receive $500,000. A net gain of $372,000 for his estate, or 
four to one (4-1) on his money. Worst case scenario is he 
lives to 121 (fat chance). At that point the policy is worth the 
face amount of $500,000. He paid 70 years of premium, or 
$280,000 and still received close to 2-1 on his money.

4. TAX FREE SOURCE OF RETIREMENT INCOME

Using life insurance for estate planning can also provide for 
protection in retirement. Although it appears to be popular 
nowadays to bash permanent life insurance (think Dave 
Ramsey and Suze Orman), permanent life insurance can add a 
significant resource in retirement. The cash value in the policy 
can be borrowed against and used for tax free retirement 
income.

5. PROTECTION AGAINST DISABILITY OR LONG 
TERM CARE

You can add certain life insurance riders to your policy to gain 
protection for a disability, long term care, and critical illness. 
However, simply having permanent life insurance with cash 
value can provide a great source of liquidity to be used if you 
become disabled. Taking out tax free policy loans to cover 
you if you need long term care can go far in preserving your 
estate for your beneficiaries.

Including life insurance in your estate plan
Who or what you choose as your life insurance beneficiary can have a huge impact on how your estate is taxed or on the fees 
your estate must pay upon your death. The easiest way to include life insurance in your estate plan is to name your spouse 
as the primary beneficiary and the trustee of your Family Trust as the contingent beneficiary of the life insurance proceeds.

Another more in depth way to include life insurance in your estate plan is via an Irrevocable Life Insurance Trust (ILIT). If 
you fall below the current federal tax exemption amount then you probably have no need for an irrevocable life insurance 
trust. But consider an ILIT if the total assets in your estate will exceed the current 2016 exemption amount of $5,450,000 or 
$10,900,000 for a married couple.

https://termlife2go.com/how-life-insurance-can-avoid-taxes/
https://termlife2go.com/using-life-insurance-for-estate-planning/#ILIT
https://termlife2go.com/guaranteed-universal-life-insurance/
https://termlife2go.com/guaranteed-universal-life-insurance/
https://termlife2go.com/life-insurance-riders/
https://termlife2go.com/life-insurance-with-long-term-care-rider/
https://termlife2go.com/choosing-a-beneficiary-for-life-insurance/
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Irrevocable Life Insurance Trust (ILIT)
Benefits of using irrevocable life insurance trusts for estate planning are many: protecting your assets, avoiding estate tax, 
and leaving money to charity are what life insurance and estate planning are all about. That is why an ILIT is one of the best 
life insurance strategies if you have a substantial estate and your want to protect as much of your assets as possible. It is also 
an excellent vehicle to use if you are interested in leaving money to charity, and you either want your estate to be reimbursed 
for the amount you are giving to charity, or you want the life insurance to be used for a charity, or both.

CRUMMY WITHDRAWAL POWER

In order to make payments for the life insurance the trust will 
need to have money available for the premiums. The typical 
way this is done is through a “Crummey” withdrawal power. 
The Crummey power creates an immediate exercisable 
withdrawal power for the beneficiaries. How this looks is the 
grantor of the trust uses the gift exclusion ($14,000 in 2016) 
to give a gift to the beneficiaries of the trust. The beneficiaries 
will have a certain period of time to withdraw the gift. If the 
beneficiary does not claim the gift within a certain period of 
time, typically 30-60 days, the gift will lapse. The trustee of 
the ILIT will then be able to use the funds in the trust to pay 
the annual premium on the life insurance policy.

AVOID “INCIDENTS OF OWNERSHIP”

It is imperative that the Settlor of the trust (typically the 
insured) avoid “incidents of ownership.” Some common areas 
that pose a problem is when the Settlor retains control of 

the trust or when the Settlor is also trustee of the trust. If 
there are incidents of ownership then the life insurance will 
be included in the Settlor’s estate and frustrate the purpose 
(to avoid estate tax) of the life insurance trust.

ILIT UPON DEATH OF SETTLOR

Upon the death of the insured, the life insurance trust proceeds 
will be used to lend money to the estate of the decedent or to 
purchase assets from the estate of the decedent.

Here is a tip: find an attorney who understands life insurance 
for estate planning and don’t settle for some online trust 
creation website.

Now you may be saying, “those are great life insurance 
strategies for the rich but what about normal people like 
me?” Great question. It all comes down to who needs life 
insurance.

Who needs life insurance?
A popular question we often hear regarding life insurance and estate planning is: “Do I need life insurance for my estate plan?” 
If you have young kids or a child with special needs, if you are a business owner, the primary bread winner of the household, 
or own a home in California ($150,000 probate threshold) or any other state where the threshold for probate is very low, then 
you probably need life insurance. You may also need life insurance as noted above if you are wealthy and estate taxes will take 
a significant bite out of your financial legacy.

ESTATE PLANNING IF YOU ARE SINGLE WITH NO 
DEPENDENTS

If you are single, and have no dependents and no debt, then 
you probably do not need life insurance, although you should 
consider the benefits of permanent cash value life insurance, 
especially when used as a self banking policy. Although you 
might want to consider life insurance to protect you future 
insurability since nothing in life (such as health) is guaranteed. 
In this way, if you do plan on getting married and having kids 
someday, you already locked into life insurance. Further, 
if you develop a condition that would prevent you from 
qualifying for life insurance down the road you will already 
have a policy in place.

If you do plan on buying life insurance to protect future 
insurability, term life insurance with an option to convert to 
a permanent policy may be your best choice. A $500,000 ten 
year term for a healthy 29 year old male runs about $165 a 
year. If life throws a curve ball at you in the next 10 years and 
you can no longer qualify for life insurance you can always 
convert your policy to a permanent policy. The flip side is 
you do not have life insurance, develop some disease that 
precludes you from getting life insurance and you are out of 
luck. Is it worth the gamble for $165 a year?

https://termlife2go.com/life-insurance-trusts-why-you-should-consider-an-ilit/
https://termlife2go.com/the-best-cash-value-life-insurance-13-amazing-benefits/
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ESTATE PLANNING AS THE PRIMARY BREAD 
WINNER

If you are the primary bread winner of the household then 
you may need life insurance to replace your income. This 
is imperative for the main income earner who has a large 
mortgage or debt. If you have been able to put money aside 
and you have a lot of readily available cash than your need 
for life insurance will be less. However, even someone with 
a lot of cash on hand might want to consider getting a few 
years worth of income replacement to protect against the 
unexpected and provide liquidity for his or her estate. The 
primary bread winner of the household should consider 
getting about 7-10 years worth of income, especially if there 
are young children at home.

You can check out our life insurance rates by age chart to 
see why locking into coverage today can save you and your 
estate a ton of money.

ESTATE PLANNING WITH YOUNG KIDS OR KIDS 
WITH SPECIAL NEEDS

If you have young children or if you have a child with special 
needs, then life insurance is very important. A parent with 
young kids may want to consider a term life insurance policy 
that protects the kids until the youngest is at least age 18. 
Parents of special needs children will want to consider a 
longer term, such as a 30 year term, or even a whole life or 
universal life insurance policy to protect the child with special 
needs. Setting up a special needs trust would also be prudent.

BUSINESS OWNER ESTATE PLANNING WITH LIFE 
INSURANCE

A business owner would want to consider a buy-sell 
agreement funded with life insurance. A buy-sell is structured 
so the surviving partner has money to buy out the heirs of 
the deceased partner’s share in the business. This protects 
against having an unqualified heir of your business partner 
step in or having to close the business due to lack of funds 
available. This is an awesome life insurance strategy for 
business owners but all too often business owners wait too 
long to move on this option. As a result, age and pre-existing 
conditions make it very difficult to afford life insurance. The 
moral of the story, don’t wait to get life insurance in your old 
age. Get life insurance while you are young and healthy.

For the sole proprietor, partner, or business owner of a C 
Corp, LLC or S Corp, key man life insurance is another great 
vehicle for safeguarding your business for your family if you 
die unexpectedly.

ESTATE PLANNING USING LIFE INSURANCE FOR 
HIGH NET WORTH CLIENTS

High net worth individuals need to understand how insurance 
and estates work together. A high net worth individual could 
use life insurance to help provide liquidity for their estate 
and pay any estate tax that may be due. The current federal 
exemption for estate tax  is not set in stone and a lower 
exemption down the road will force a lot of estates to make 
changes (such as purchasing life insurance) to offset their 
losses due to estate taxes. A prudent step to take would be to 
set up an irrevocable life insurance trust for estate planning 
in advance if you are close to exceeding the exemption 
limit. You may even consider funding the ILIT with a single 
premium life insurance policy.

ESTATE PLANNING FOR THE NON CITIZEN SPOUSE

If you are designing an estate plan using life insurance and 
your non citizen spouse is the beneficiary of your policy then 
you should check out our article covering life insurance and 
non U.S. residents.

https://termlife2go.com/life-insurance-rates-for-10-30-year-term-ages-20-80/
https://termlife2go.com/buy-sell-agreement-funded-with-life-insurance/
https://termlife2go.com/buy-sell-agreement-funded-with-life-insurance/
https://termlife2go.com/business-owner-life-insurance/
https://termlife2go.com/business-owner-life-insurance/
https://termlife2go.com/key-man-life-insurance-made-easy/
https://www.insuranceandestates.com/
https://www.insuranceandestates.com/
https://termlife2go.com/using-life-insurance-for-estate-planning/#ilit
https://termlife2go.com/single-premium-whole-life-or-universal-life/
https://termlife2go.com/single-premium-whole-life-or-universal-life/
https://termlife2go.com/life-insurance-for-non-u-s-residents/
https://termlife2go.com/life-insurance-for-non-u-s-residents/
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Types of Life Insurance for Estate Planning
There are various types of life insurance policies. Below we list the two common types of life insurance for estate planning: 
whole life insurance versus term life insurance.

Term: Term life insurance is designed so that the life of the 
primary insured is protected for a set period of time. Term 
life insurance offers 10 year terms up to 30 year terms. Most 
policies are guaranteed renewable to age 90, with some 
companies offering policies to age 95 and most term policies 
have a built in conversion option, which typically needs to be 
exercised by the end of the term or age 70, whichever comes 
first.

You can also choose return of premium term life insurance. 
This is a great tool because all your premiums are returned at 
the end of the policy so you either get all your premiums back 
or your beneficiary receives the death benefit of your policy.

Whole Life: Whole life insurance lasts for the primary 
insured’s “whole” life. As long as the premiums are paid the 
life insurance policy will continue until the day the primary 
insured dies. Whole life policies build cash value that can be 
borrowed against. Whole life is a great option for an estate 
plan as the cash value can be accessed tax free via policy 
loans for various reasons, such as

• Retirement Income
• Disability
• Long Term Care
• Business Succession

The key to using this type of policy is to choose from among 
the best whole life insurance companies in the marketplace.

Guaranteed Universal Life (GUL): A guaranteed universal 
life policy offers a whole life policy that builds some cash 
value with the lower fixed premium of a term life insurance 
policy. A GUL policy works well for estate planning with life 
insurance because, unlike whole life or variable universal life, 
the premiums are more manageable. However, trade off with 
lower premiums is lower cash value, which has many benefits 
for estate planning.

Second to die life insurance: A second to die universal life 
insurance policy is a great estate planning tool. Also known 
as a survivorship life insurance policy, it is typically cheaper 
than a whole life or universal life policy on an individual, 
paying out the face amount of the policy upon the death of 
the second spouse. A second to die policy is ideal for a couple 
wanting to leave a larger estate to their children, a charity, or 
some other worthy cause.

Indexed Universal Life: An IUL is another great tool for estate 
planning. You can read more on IUL’s in the following article: 
Indexed Universal Life Insurance Pros and Cons.

How Much Life Insurance Do I Need for my Estate Plan?
There is no one size fits all answer. How much life insurance someone needs will be vastly different from one person to 
another. Some factors to consider are:

• Do you own a business? How much cash would be needed to buy out your business partner?
• Will you owe estate taxes? How much life insurance is needed to pay off estate taxes?
• Do you have a mortgage? How much cash is required to pay off your mortgage?
• Do you have young children? How much cash would be needed to provide for their schooling, now and throughout their 

life?
• Are you the primary bread winner? How much cash would be needed to replace your income so that your wife and/or 

kids will be taken care of for 5-10 years?

Other factors that will influence the right answer to this question for you is how much liquidity you have. Do you have cash on 
hand or will your family be required to dip into a 401K, stock or mutual fund portfolio, or sell real property? How you answer 

https://termlife2go.com/types-of-life-insurance-policies/
https://termlife2go.com/term-life-insurance-versus-permanent-life-insurance-what-is-the-difference/
https://termlife2go.com/the-best-cash-value-life-insurance-13-amazing-benefits/
https://termlife2go.com/best-cash-value-whole-life-insurance-companies/
https://termlife2go.com/first-and-second-to-die-life-insurance/
https://termlife2go.com/indexed-universal-life-insurance-pros-and-cons/
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all these question will give you a good idea of how much life insurance for estate planning you need. For more on this topic 
and other FAQ, please see our life insurance 101 sectionunder how much life insurance do I need.

Life insurance for large estates
We cannot beat the drum enough for including life insurance in an estate plan. An irrevocable life insurance trust is ideal for 
someone with a large estate who will be forced to pay estate taxes because their estate exceeds the current federal estate 
tax exemption of $5,430,000 in 2015. Using an irrevocable life insurance trust, the funds from the trust can be used to pay 
the estate tax.

Another benefit of an irrevocable life insurance trust is that it creates liquidity so that funds are available right away. Often, 
administering and settling a trust can take many months and going through probate can take years in some cases. Having cash 
readily available will help the estate avoid having to liquidate any assets, such as real property, in order to raise money to pay 
any taxes or bills due upon the passing of the decedent.

Revisit your estate plan
You should revisit your estate plan, including your life insurance policy, whenever a major life event occurs, such as the birth 
of a child, death of a beneficiary, or a divorce. You should also review the terms of your trust if you have moved from one state 
to another. Estate planning rules vary from state to state so it is prudent to have an attorney look over your estate planning 
documents if you moved from the state you originally had your documents prepared.

If you require help from a professional to evaluate your specific life insurance need or if you would simply life a free consultation 
to see if you have the right amount of life insurance for your estate plan or the right policy in place for your estate plan, please 
give TermLife2Go a call today.

About TermLife2Go

TermLife2Go is an agency representing dozens of the top rated best life insurance companies. Our primary focus is 
aligning our clients with the company best suited for each client’s unique need, health and lifestyle. By aligning you with the 
most appropriate carrier, we can save you thousands of dollars over the life of your policy. Give us a call today for a free 
estate planning with life insurance consultation.

https://termlife2go.com/life-insurance-101/
https://termlife2go.com/life-insurance-for-divorce-settlement-or-decree/
https://termlife2go.com/best-life-insurance-companies-in-the-united-states/
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   concLusIon

And there you have it, TermLife2Go’s Guide to Success!  

Hopefully…

This guide has provided you with a lot of useful information and has you asking a lot of questions.  Because at the end of 
the day, purchasing life insurance policy to protect your loved ones is one of the most important decisions you can make 
in life and it’s not one you should make uninformed.

That said…

It’s also not one you should dread!  You see, as we stated in the beginning, we at TermLife2Go aren’t expecting you to be 
an “expert” when it comes to life insurance.

But what we do expect…

Now that you’ve been exposed to a ton of information is that your agent at TermLife2Go is an expert and isn’t someone 
that is only going to be able to quote “price”.

Which means that…

In addition to “shopping” for the lowest price on your insurance, your insurance agent at TermLife2Go is also going to be 
able to “shop” for the best additional “benefits” as well!  Allowing you to decide which insurance policy is going to be the 
best for you and your family!

So, what are you waiting for?  Give us a call today and see what we can do for you!

CONCLUSION

TermLife2Go’s 
Ultimate Guide to Success
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