
P I N N E Y I N S U R A N C E . C O M    |    8 0 0 - 8 2 3 - 4 8 5 2
2 2 6 6  L A V A  R I D G E  C O U R T   |    R O S E V I L L E ,  C A  9 5 6 6 1

Financial Independence

S A L E S  K I T

In this kit:
Marketing guides | Case study | Sales ideas | Review checklist 

Consumer guides | Consumer study



Using Life Insurance for
Your Client’s Smart Money

Help Your Clients Gain Death Benefit and Financial Protection
Marketing Guide

206NM-1                                                    FOR AGENT USE ONLY. NOT TO BE USED FOR CONSUMER SOLICITATION PURPOSES.  7-18



2206NM-1                                         FOR AGENT USE ONLY. NOT TO BE USED FOR CONSUMER SOLICITATION PURPOSES.  7-18

Using Permanent Life Insurance for Your Client’s Smart Money
To get started with this sales concept, we first need to define smart money. Smart money is money your clients 
want to control and be able to access during times of need.

While there are several places where smart money might be located, one option that may be overlooked is life 
insurance. Permanent life insurance can immediately leverage a single premium into a larger death benefit.

The value of life insurance may be immediately recognized as a benefit for beneficiaries. However, access to cash 
surrender value may be a concern. The smart money concept is an opportunity for you to show your clients the 
value of death benefit protection along with the potential to build cash value growth while preserving access to as 
much cash value as possible. 

Be sure to conduct a thorough needs-based analysis to determine if death-benefit coverage is necessary  
before proceeding.

Who Can Benefit?
Many clients have money for which they don’t have an immediate use in mind. Clients may have a goal of long-
term growth to benefit their families, or the funds may represent important assets for an emergency or other 
future liquid need. Permanent life insurance can be an option for your client to consider in order to meet these 
goals.

There are two main criteria for identifying clients that may be a fit for this sales concept.

1. The client has limited or no life insurance coverage. Be sure to conduct a thorough needs-based analysis and 
determine if death-benefit coverage is necessary before proceeding.

2. The client has funds that are no longer meeting their current needs. These funds may be located in other in 
other financial vehicles. Each of these vehicles serves a purpose, so the critical question to ask is whether 
or not your clients’ needs have changed. Additionally, it’s important to remember that removing funds from 
certain vehicles may result in penalty, surrender charges, or income taxes.1

Why Permanent Life Insurance?
Permanent life insurance, can provide a valuable solution to meet your clients’ short- and long-term needs. 
Permanent life insurance can provide several benefits, including:

•  Income generally tax-free death benefit1

•   Access to cash value for unexpected or immediate needs2

•   Access to a portion of the death benefit for living needs subject to eligibility requirements

 •  Competitive performance on death benefit over life expectancy and/or cash surrender value
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How Does It Work?
A life insurance policy can be funded many ways, including a lump-sum transfer. The funds may come from 
any type of smart money vehicle. The assets can purchase a policy that is projected to provide a variety of 
benefits.

•  Income tax-free death benefit:  The ultimate intention for many people is to leave money for their heirs or 
beneficiaries. Life insurance is designed to leverage funds into a larger death benefit and pass generally 
income tax- and probate-free to beneficiaries.1

•  Control and access to funds:  Life insurance offers cash surrender value that is available for unexpected or 
immediate needs. Funds may be taken as loans or withdrawals for any reason.2

•  Access to funds above and beyond cash surrender value:  Additional design elements may include Accelerated 
Death Benefits, which provide the policyowner with the ability to accelerate a portion of the death benefit during 
the insured’s lifetime when diagnosed with a qualifying illness, subject to eligibility requirements.3

•  Competitive performance:  Life insurance provides immediate, generally tax-free proceeds in the event of 
death. It can also offer the potential for cash value growth. Features such as competitive interest rates and 
interest rate bonuses can help provide the potential for compelling cash value growth.

Considerations
There are also some important considerations that should be covered with your clients.  
These considerations include:

•  Cost of insurance charges (COIs) or other charges:  Life insurance comes with charges that your clients 
need to be aware of for planning purposes.

•  Maintaining the death benefit:  Additional premiums may be necessary to continue the desired death 
benefit, depending on funding.

•  Modified Endowment Contracts (MECs):  MECs may have tax implications that your clients need to know 
about when considering their options.4

• Loss or premium.  Depending on funding, life insurance may not guarantee avoiding loss or premium.

•  Surrender charges:  Withdrawals may be subject to surrender charges and the amount available for policy 
loans.2

Be sure to conduct a thorough needs-based analysis and determine the need for death benefit coverage in  
order to help your clients make an appropriate decision. Review illustrations thoroughly for guaranteed and  
non-guaranteed death benefit values5 and the amount available for policy loans.

Resources
Sales Development
Phone: (800) 800-3656, extension 10411
Email: salessupport@nacolah.com
Hours:  7:30 – 5:00 CST, Monday through Thursday; 

7:30 – 12:30 Friday



northamericancompany.com

Agents offering, marketing, or selling accelerated death benefits for chronic illness in California must be able to describe the differences between benefits 
provided under an accelerated death benefit for chronic illness and benefits provided under long-term care insurance to clients. You must provide clients with 
the ADBE Consumer Brochure for California form that includes this comparison. Comparison is for solicitation purposes only, not for conversion. 
1. Neither North American Company nor its agents give tax advice. Please advise your customers to consult with and rely on a qualified legal or tax advisor before 
entering into or paying additional premiums with respect to such arrangements.
2. In some situations, loans and withdrawals may be subject to federal taxes. North American Company for Life and Health Insurance does not give tax or legal advice. 
Clients should be instructed to consult with and rely on their own tax advisor or attorney for advice on their specific situation.
Income and growth on accumulated cash values is generally taxable only upon withdrawal. Adverse tax consequences may result if withdrawals exceed premiums 
paid into the policy. Withdrawals or surrenders made during a Surrender Charge period will be subject to surrender charges and may reduce the ultimate death benefit 
and cash value. Surrender charges vary by product, issue age, sex, underwriting class, and policy year.
3. The death benefit will be reduced by the amount of the death benefit accelerated. Since benefits are paid prior to death, a discount will be applied to the death 
benefit accelerated. As a result, the actual amount received will be less than the amount of the death benefit accelerated. There is an administrative fee required each 
time an election is made.
4. For most policies, withdrawals are free from federal income tax to the extent of the investment in the contract, and policy loans are also tax-free so long as the policy 
does not terminate before the death of the insured.  However, if the policy is a Modified Endowment Contract (MEC), a withdrawal or policy loan may be taxable upon 
receipt.  Further, unpaid loan interest on a MEC may be taxable.  A MEC is a contract received in exchange for a MEC or for which premiums paid during a seven-year 
testing period exceed prescribed premium limits (7-pay premiums).
5. Guaranteed death benefits are subject to premium payment requirements.
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Supplementing Retirement Income with Life Insurance
ADVISOR COMPANION

A solution that can provide protection 
for today and income for tomorrow

Not valid without all pages.

Helping to ensure your clients have sufficient savings for a long 

retirement is a challenging task, particularly for clients who are 

already fully funding their qualified plans. For your clients who have 

protection needs and are also looking to supplement their retirement 

income in a tax-favored way, a permanent life insurance policy can 

provide the solution for both. 
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INDIVIDUAL NEEDS

LIFE-7616   5/18

82% OF AMERICANS  
not confident they’ll 

have enough money in 
retirement. How confident 

are your clients?*

Supplementing retirement income with life insurance allows your clients to address both death benefit 
protection and retirement income needs. When properly designed and funded, permanent insurance can 
help provide numerous living benefits – most notably,  cash value to supplement income in retirement. 

Life insurance can offer ways to bolster retirement income in a tax-advantaged vehicle that 
simultaneously offers the protection, flexibility and tax diversification they need.  

When adding additional living benefits such as the critical illness benefit rider, long term care rider,  
and the John Hancock Vitality Program to a permanent policy, your clients will have comprehensive 
coverage for today and tomorrow, as well as motivation and support for healthy living. John Hancock  
is unique in that it can help secure your clients’ financial future while also rewarding them for 
maintaining a healthy lifestyle.

* Source: A research report from the EBRI Education and Research Fund © 2017 Employee Benefit Research  
Institute, released March 21, 2017.

Protection
in the form of  

an income tax-free  
death benefit

Flexibility
in design, premium  

and distribution

Tax  
diversification 
and tax-advantaged 

withdrawals

Living benefits 
such as an optional Long-Term 
Care rider, Critical Illness Benefit 

rider and the John Hancock 
Vitality program

Creditor protection
for all or a portion of  
the death benefit and 
cash value (depending  

on the state)
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How it Works
Once you and your client have determined that a permanent insurance policy may be an effective 
solution, the next step is to determine how to best illustrate the concept.  

OPTIONS

Approach I: Discretionary income approach 
This approach uses the available discretionary income that the client has to fund a policy. A typical 
design is to take the discretionary income and use it to fund a minimum non-MEC policy (a policy with 
the lowest death benefit that will not cause the policy to become a Modified Endowment Contract 
(MEC)). Then, illustrate tax-favored policy distributions starting at age 65 through age 85.   

Approach II: Short-fall approach
A short-fall approach takes a more holistic approach when evaluating a client’s total retirement 
income needs. It analyzes current retirement accounts and determines if there is a shortfall in desired 
retirement income. This method inputs the supplemental retirement income needed as a distribution 
and solves for the premium stream (also using a non-MEC policy). Visit our online John Hancock 
retirement calculator found at www.jhretirementcalculator.com to calculate a short-fall.

BENEFITS OF LIFE INSURANCE

Once the policy has been designed, the client applies for and purchases a permanent life insurance 
policy on his/her life. The client overfunds the policy. Under either design approach, the policy provides 
benefits in multiple stages of the client’s life: 

1.   During the client’s working years, the policy will provide an income tax-free death benefit to the 
client’s heirs. A permanent life insurance policy also has the potential to develop a cash value, which 
will grow on a tax-deferred basis.

2.   At retirement, the client can access any potential policy cash value via tax-favored loans and 
withdrawals to supplement retirement income.

YOUR CLIENT  
PAYS A PREMIUM  

TO BUY LIFE 
INSURANCE

POLICY  
CASH VALUE

INCOME  
TAX-FREE  

DEATH BENEFIT

TAX-FAVORED  
DISTRIBUTIONS

AND/
OR$
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UNDERSTANDING CASH VALUE AND DISTRIBUTIONS

The key to these techniques is the cash-value buildup in the policy and understanding how life 
insurance policy cash value works. First and foremost, it is important to understand that building cash 
value takes time. 

Cash value built up in the policy can be accessed via withdrawals and loans. Both withdrawals and 
loans will reduce overall death benefit. When deciding how and when to take withdrawals and/or 
loans from a policy, is important to structure such distributions to ensure that the policy remains in-
force. If the policy lapses, in addition to losing the death benefit coverage, there could be a taxable 
event of realized gain if loans were taken (see our BYA on Policy Loans for more information). Note 
that John Hancock offers an overloan protection rider to that creates a paid-up policy in the event of 
excessive indebtedness to keep the policy in force and prevent adverse taxation.   

Avoiding Modified Endowment Contracts (MECs)

Generally speaking, permanent life insurance policies can provide tax efficiency because the cash 
value builds income-tax free and that cash can be withdrawn on a FIFO (first in, first out) basis. That 
means that distributions from life policies, up to basis, are received income-tax free. Moreover, loans 
taken against policy cash value are also generally received income-tax free, even when there is little 
basis in the policy. Together, withdrawals and loans against cash value provide a substantial tax 
benefit to the policy owner.

Life insurance policies designated as MECs do not receive as favorable tax treatment as non-MEC 
policies. Distributions from a MEC contract are taxed on a LIFO (last in, first out) basis - meaning that 
any gain in the contract is distributed first before there is a tax-free return of basis. This treatment 
applies whether the cash value is withdrawn from the contract or borrowed against (i.e. a loan). 
In addition, any taxable policy distributions from a MEC prior to age 59 ½ may be subject to an 
additional 10% penalty.

Consequently, when designing a life insurance policy for supplemental income purposes, it is prudent 
to illustrate premium designs that avoid MEC status. 
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Comparing life insurance to other alternatives
Life insurance may be a suitable alternative when qualified plans are fully funded and your client is 
looking for cash accumulation potential for future life events, such as supplemental retirement income, 
college funding, and paying off debts. The chart outlines some important features of a variety of 
financial vehicles. An understanding of these features may help you determine which of these products 
may meet your clients’ needs, and if life insurance can complement your existing financial portfolio.

LIFE 
INSURANCE

TAXABLE 
INVESTMENTS

QUALIFIED 
PLAN/ 

TRADITIONAL 
IRA

ROTH  
IRA

MUNICIPAL 
BONDS

Tax-Favored Withdrawals X X
No Mandatory Withdrawals X
Tax-Deferred Accumulation X
Income Tax-Free Death Benefit 1 X X X X
No Tax Penalties for Early Withdrawal  

2 X X
Cost of Insurance Charges X3 X X X
Market Risk

Some factors to consider during the accumulation phase of planning for retirement:

Your clients may not be able to fund 100% of their retirement with qualified plans. There are contribution 
limits, and some have income restrictions (like a Roth), that can prevent them from fully funding their 
retirement income goals. In fact, the more money they make, the less likely they will be able to save  
fully for retirement with qualified plans alone. The more money your client makes the harder it is to fund 
their retirement planning goals with just qualified plans.

Some other factors to consider during the distribution phase of retirement include: 

•  Social Security benefits will become taxable at a certain income thresholds

•  Medicare premiums will increase at a certain income thresholds

•  If married, a client who is the remaining widow may be subject to higher taxes (due to going from 
“married filing jointly” to “single” filing status)

For more information on the impact of taxes on retirement income, see our Tax Diversification  
Client Guide. 
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PREMIUM IN INCOME OUT

Internal Rate of Return (IRR)  
on Death Benefit if death  

occurs at age 85

7.04%

PRE-TAX EQUIVALENT IRR:

9.43%

Annual Distribution Amount: 
$38,041

Duration: 
20 Years

TOTAL DISTRIBUTIONS: 
$760,820

Total Distributions +  
Death Benefit Received:  

If death occurs at age 85 

$812,145

DEATH BENEFIT PAID:  
If death occurs at age 85 

$51,325

TOTAL PREMIUM PAID: 
$200,000

Initial Planned Premium:  
$10,000

Duration: 
20 Years

Hypothetical policy summary at age: 85
INITIAL FACE AMOUNT: $209,149

Accumulation IUL. Male, age 45, Best Class, Death Benefit option 2 to 1 optimal year, reduce face optimal year, Capped account at max rate, income from 
age 66-85, solving for $1 at lifetime.
This is a supplemental illustration. Not all benefits and values are guaranteed. The assumptions on which the non-guaranteed elements are based are subject 
to change by the insurer. Actual results may be more or less favorable. 
The Internal Rate of Return (IRR) on death benefit is equivalent to an interest rate at which an amount equal to the illustrated premiums could have been 
invested outside the policy, and an amount equal to the illustrated distributions could have been removed from that investment, to arrive at the net death 
benefit of the policy at the year listed. The Pre-Tax Equivalent IRR is the amount that investment must have earned to arrive at the net death benefit of the policy 
assuming an effective tax rate of 25%.
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The John Hancock Advantage
Whether your clients are looking for universal life, indexed universal 
life or variable life, John Hancock offers a robust portfolio of  product 
options to help meet their needs. In addition, your clients can enhance 
their policy with our popular living benefits rider:  

JOHN HANCOCK VITALITY PROGRAM

At John Hancock, we believe in helping your clients live longer, healthier 
lives. It’s why we introduced the John Hancock Vitality Program, which 
offers clients the opportunity to enhance their policy value and earn 
discounts and rewards for the everyday things they do to stay healthy 
like exercising, eating well, and visiting the doctor. For more information, 
visit JHRedefiningLife.com. 

CRITICAL ILLNESS BENEFIT RIDER

During your clients working years, they may suffer an unexpected 
critical illness such as a heart attack or cancer, which can have a 
debilitating effect on their finances, and even the ability to save for 
retirement. Our new critical illness benefit rider provides a one-time, 
lump-sum, income tax-free4 benefit up to $250,000, which is paid 
upon initial diagnosis of a covered critical illness. Payment is made from 
a separate pool and has no impact on the death benefit. 

LONG-TERM CARE RIDER

When combined with a John Hancock permanent life insurance policy, 
the Long-Term Care (LTC) rider allows policy owners to accelerate their 
death benefit to help pay for long-term care expenses. The LTC rider is 
designed to help clients protect themselves and their families from the 
high costs of a long-term care event.

Important consideration: Policy distributions can affect long-term 
care benefits and long-term care benefits can affect policy distributions. 
Please refer to the Acceleration of Death Benefit for Qualified Long-
Term Care Services rider for additional information.

Conclusion
Talk to your clients today about how life insurance can help supplement 
their retirement income. John Hancock can create custom client 
approved presentations to help present the solution to your clients. 

Why Consider  
John Hancock Vitality?

Of the over-65 group, 81% 
ranked health above all other 
considerations for a happy 
retirement, far higher than 
financial security; 86% said 
maintaining or improving their 
health could help them manage 
their out-of-pocket medical 
expenses in retirement.*

* cbsnews.com, Here’s what retirees are most worried about. Steve Vernon. March 29, 2017. https://www.cbsnews.
com/news/heres-what-retirees-are-most-worried-about/
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For more information on using Life Insurance to supplement retirement income, please contact 
John Hancock’s Advanced Markets Group at 888-266-7498 and select Option 3 to reach an AMC, 
or Option 4 to reach an attorney.

1. Life insurance death benefit proceeds are generally excludable from the beneficiary’s gross income for income tax purposes. There are few exceptions such as when a life 
insurance policy has been transferred for valuable consideration. See IRC Sec 101(a)(1).
2. Per IRC 7702(g), the inside build-up of cash surrender values is generally not taxed.
3. If the underlying investment is a deferred annuity, cost of insurance charges and/or withdrawal penalty may apply.
4. John Hancock anticipates that the Critical Illness Benefit paid under this rider will generally be excludable from income under Internal Revenue Code Section 104(a)(3). 
However, the benefit may not qualify for this exclusion with certain third-party ownership arrangements.
For agent use only. This material may not be used with the public.
The policy owner should consult a tax advisor as to the potential tax implications of exercising the Overloan Protection Rider. 
The Long-Term Care (LTC) rider is an accelerated death benefit rider and may not be considered long-term care insurance in some states. There are additional costs associated 
with this rider. The Maximum Monthly Benefit Amount is $50,000. When the death benefit is accelerated for long-term care expenses it is reduced dollar for dollar, and the 
cash value is reduced proportionately. Please go to www.jhsaleshub.com to verify state availability.
The Critical Illness Benefit Rider provides a one-time lump sum benefit for covered critical illnesses subject to eligibility requirements. The benefit will not be paid for critical 
illnesses initially diagnosed before the rider effective date or during the waiting period. See the product producer guide for additional details.
Before you make any estate or retirement planning decisions (or change title to any assets or change beneficiary designations) your legal and tax advisors should be consulted 
to determine (1) the suitability of a particular planning alternative for you and (2) the precise legal, tax, investment, and accounting consequences of that alternative. 
Loans and withdrawals will reduce the death benefit and the cash surrender value, and may cause the policy to lapse. Lapse or surrender of a policy with a loan may cause the 
recognition of taxable income. Withdrawals in excess of the cost basis (premiums paid) will be subject to tax, and certain withdrawals within the first 15 years may be subject 
to recapture tax. Additionally, policies classified as Modified Endowment Contracts may be subject to tax when a loan or withdrawal is made. A federal tax penalty of 10% may 
also apply if the loan or withdrawal is taken prior to age 59½. Cash value available for loans and withdrawals may be more or less than originally invested. Withdrawals are 
available after the first policy year. 
This material does not constitute tax, legal, investment or accounting advice and is not intended for use by a taxpayer for the purposes of avoiding any IRS penalty. Comments 
on taxation are based on tax law current as of the time we produced the material. All information and materials provided by John Hancock are to support the marketing and 
sale of our products and services, and are not intended to be impartial advice or recommendations. John Hancock and its representatives will receive compensation from such 
sales or services. Anyone interested in these transactions or topics may want to seek advice based on his or her particular circumstances from independent advisors. 
Insurance policies and/or associated riders and features may not be available in all states. 
Insurance products are issued by: John Hancock Life Insurance Company (U.S.A.), Boston, MA 02210 (not licensed in New York) and John Hancock Life Insurance Company of 
New York, Valhalla, NY 10595.
MLINY060418024 















Income AdvantageSM IUL can provide your clients with valuable life insurance protection. It also offers  
the opportunity to accumulate cash value1 for future needs, such as supplementing the client’s  
retirement income. Teaming an Income Advantage policy up with a Term Life Answers® policy may be  
an ideal solution for clients who want to plan ahead for retirement, but also have a larger temporary  
life insurance need.

248180

Satisfy the Need for Accumulation  
and Protection 

For producer use only. Not for use with the general public.

United of Omaha Life Insurance Company 
A Mutual of Omaha Company

Case Study:
Chris is currently contributing to his employer-sponsored 
retirement savings accounts up to the 4 percent his company 
matches. He is also contributing to his Roth IRA up to 
the maximum contribution amount. He wants to live a 
comfortable retirement and would like to retire early, so 
he is saving as much as he can now and is looking for 
opportunities to maximize his retirement income potential. 

Chris’s Life Insurance Needs:
Chris is a 40-year-old father of three who is currently in 
good health. In addition to his need for supplemental 
retirement savings, he also has a need for life insurance 
coverage to protect his children and spouse in case 
something should happen to him. 

Key facts and considerations:

• After his agent conducted a needs-analysis, he determined 
that Chris has a need for $1 million in life insurance 
coverage, with the majority of his coverage being needed 
over the next 20 years while his income is still being used 
to support his family

• He has an additional $500 a month of disposable income. 
Chris wants to use this money to provide his family 
with life insurance protection and to increase his future 
retirement income potential. He also wants to minimize 
the amount of his future income that will be taxable2,3 

• Chris wants as much of his premium as possible to go 
toward building his policy’s accumulation value so that 
he can access the policy’s cash value1 down the road to 
supplement his retirement income

To accomplish his goals, he looks at a combination of 
temporary and permanent life insurance solutions.  
He chooses to: 

• Purchase an $800,000 20-year Term Life Answers policy  
for $50.27 per month

• Contribute the remaining $450 toward a $200,000  
Income Advantage IUL policy with an increasing  
death benefit 

1 Any policy withdrawals, loans and loan interest will reduce policy values and benefits. 
2  For federal income tax purposes, tax-free income assumes (1) withdrawals do not exceed tax basis (generally, premiums paid less prior 

withdrawals); and (2) the policy does not become a modified endowment contract. See IRC §72, 7702(f)(7)(B), 7702A. This information should 
not be construed as tax or legal advice. Consult with your tax or legal professional for details and guidelines specific to your situation.

3 The amount that may be available through loans and withdrawals, as defined in the contract.

(continued on back)

Income AdvantageSM IUL / Term Life Answers



When Chris Retires
After 20 years, Chris’ kids are grown up and on their  
own, so he lets his term policy expire. Based on a  
6 percent projected crediting rate, after 20 years, Chris’  
IUL policy is projected to have a death benefit of 
$375,273 and a cash value of $175,273. 

Chris decides to retire at age 60. Based on his projected 
cash value, Chris is able to switch to a level death benefit 
and start taking level distributions from his IUL policy 
in the amount of $15,243 per year for the next 20 years. 
This income stream will be income tax free (as long  
as the policy stays in force).2,3 If he waits to start taking 
his income until age 65 (still stopping premiums at  
age 60), his projected distribution amount increases  
from $15,243 to $19,159 for 20 years.

248180 For producer use only. Not for use with the general public.

2  For federal income tax purposes, tax-free income assumes (1) withdrawals do not exceed tax basis (generally, premiums paid less prior 
withdrawals); and (2) the policy does not become a modified endowment contract. See IRC §72, 7702(f)(7)(B), 7702A. This information should 
not be construed as tax or legal advice. Consult with your tax or legal professional for details and guidelines specific to your situation.

3 The amount that may be available through loans and withdrawals, as defined in the contract.

An Added Benefit
By purchasing an Income Advantage IUL policy, the 
client also receives an additional benefit. All policies come 
with Accelerated Death Benefit Riders for Terminal and 
Chronic Illness – included at no additional cost and with 
no additional underwriting. For Chronic Illness, the client 
can receive a benefit of up to $1,000,000 or 80 percent of 
the specified face amount (whichever is less).

Cumulative 
Premiums for 

Term & IUL  
Ages 40-60  

Cumulative IUL 
Distributions  
Ages 61-80  

$120,000

$304,860
($184,860 more 
than premiums 

paid)

$383,180
($263,180 more 
than premiums 

paid)

Cumulative IUL 
Distributions  
Ages 65-84  



A guaranteed universal life insurance policy is a great way to help clients provide 
financial security for their loved ones should the unexpected happen. The Guaranteed 
Refund Option, available at no additional cost on qualifying GUL policies,1 also 
provides flexible options as the client approaches retirement.  

Provide Flexible Options for Retirement
 USING THE GUAR ANTEED REFUND OPTION RIDER

HOW IT WORKS   
With the Guaranteed Refund Option, clients have seven 
60-day windows in which they can surrender their policy 
and get their premiums back – up to 50 percent at the 
end of year 15 and up to 100 percent at the end of years 
20, 21, 22, 23, 24 and 25.2 
 
CONSIDER JIM’S SITUATION:   
At age 55, Jim purchased a GUL policy with the Guaranteed 
Refund Option rider. Ten years later, Jim decides to retire. He 
has the flexibility to be more aggressive in spending down 
his retirement income, knowing that he has seven 60-day 
windows where he can surrender his policy and get his 
premiums back.2 
 
CONSIDER RON’S SITUATION:   
At age 62, Ron retires. In addition to his other retirement 
savings, Ron is also eligible to receive a company pension. 
He is concerned whether his wife, Nancy, will have enough 
income should he die first, so he decides to take the maximum 
lump-sum pension payout he can receive and buys a GUL 
policy. If Ron dies before Nancy, she can use the life insurance 
proceeds to purchase an annuity that will provide her with 
guaranteed income for the rest of her life. 

But, what happens if Nancy dies before Ron? Because he 
purchased our GUL policy with the Guaranteed Refund 
Option rider, Ron has the option to surrender his policy 
during one of the 60-day windows and get his premiums 
back.2 His refund can be used to help supplement his 
retirement income or for any other purpose he chooses.

Give me a call to talk about how a GUL policy 
can benefit your clients during retirement. 

220282

1  The Guaranteed Refund Option rider is not available for substandard or tobacco cases under age 50 or for substandard tables 5-16 at ages 50 and above. In 
order to remain eligible for the rider, the client must continue to make their required premium payments as defined in the rider (GUL only).  

2 The refund amount is capped at 50 percent of the policy’s lowest face amount and is reduced by any previous withdrawals and outstanding loans.

For producer use only. Not for use with the general public.

United of Omaha Life Insurance Company
A Mutual of Omaha Company



Help gain financial protection

How to use permanent life
insurance for your “smart money”

Client brochure
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Death benefit protection for your family 
and a strategy for your financial protection
Do you have funds set aside that you can access easily? Is this money stored where exposure to loss is 
limited? If so, this money is your “smart money.” This is the money you want to keep close at hand, and you 
don’t want it to lose significant value. While there are many options for where to hold this smart money, only 
one helps you gain generally income tax-free death benefit protection:1 life insurance. Worried about accessing 
your money? With permanent life insurance, you can access your cash value through loans and withdrawals.2 
Consider using permanent life insurance as another option for your smart money.

KEY QUESTIONS MEETING OBJECTIVES WITH PERMANENT LIFE INSURANCE

Who can benefit? People who can benefit are those seeking death benefit protection, access to 
funds in case of emergency, and the potential for cash value growth.

Why life insurance? Death benefit proceeds provide generally tax-free funds for beneficiaries.

How does it work? Typically, a lump sum is transferred into a life insurance policy.

What are the 
considerations?

There are a few items to consider when using permanent life insurance. Be 
sure to review this section and speak with your representative for further 
details.
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WHO CAN BENEFIT?
Do you have money in money market accounts, 
annuities,3 or other vehicles? You may be holding 
these funds for long-term growth, and you value 
having access to these funds for emergencies or 
other needs. The returns on these assets may not be 
impressive, but ultimately the safety of being able to 
access the funds wins out.

Have your needs changed since you purchased them? 
If this sounds like you, another option to consider is 
permanent life insurance. 

WHY PERMANENT LIFE INSURANCE?
Permanent life insurance offers key benefits: 

 1. Generally income tax-free death benefit to   
 beneficiaries

 2. Access to cash value for unexpected or immediate
 needs

  3. Access to the death benefit for living needs4

Permanent life insurance can provide you with a 
valuable solution to meet your short- and long-
term needs. You may find that other smart money 
vehicles do not offer the same tax advantages as life 
insurance.

HOW DOES IT WORK?
There are many ways to fund a permanent life 
insurance policy. One way is to use a lump sum 
transfer. The funds may come from just about any 
type of financial vehicle. This movement of assets 
can purchase a permanent life insurance policy that is 
projected to provide a variety of benefits:

 • Generally income tax-free death benefit:  If your
 intention is to leave money for heirs or
 beneficiaries, life insurance is designed to leverage
 funds into a larger death benefit and pass the
 proceeds generally income tax- and probate-free to
 beneficiaries.1

 • Control and access to funds:  Life insurance
 offers potential cash surrender value that is   
 available for unexpected or immediate needs. Cash  
 value may be accessed as loans or withdrawals for  
 any reason.

 • Access to funds above and beyond cash surrender
 value:  Additional design elements may include the
 ability to “accelerate,” or access, the death benefit
 during your lifetime when diagnosed with a
 qualifying illness.

 • Competitive performance:  Life insurance provides
 immediate, generally tax-free proceeds in the event
 of death. It also offers the potential for strong cash
 value growth. Features such as competitive interest  
 rates and interest rate bonuses5 can help provide
 the potential for compelling cash value growth.

WHAT ARE THE CONSIDERATIONS?
There are also some considerations of using 
permanent life insurance:

 • Cost of insurance charges (COIs) or other charges: 
 Life insurance comes with charges that you need to
 be aware of for planning purposes.

 • Loss of principal:  Depending on premium
 payments, life insurance may not guarantee
 avoiding loss of principal.

•  Maintaining the death benefit:  Additional premiums
 may be necessary to continue the desired death
 benefit, depending on funding.

•  Modified Endowment Contracts (MECs):  MECs
 may have tax implications that you need to take into
 consideration.6

 • Surrender charges:   Withdrawals may be subject to
 surrender charges and the amount available for 
 policy loans.

Contact your North American representative today to learn more 
about using permanent life insurance for your smart money.
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1. Neither North American Company for Life and Health Insurance nor its agents give legal or tax advice. Please consult with and rely on a qualified legal or tax 
advisor before entering into or paying additional premiums with respect to such arrangements.

2. Policy loans from life insurance policies generally are not subject to income tax, provided the contract is not a Modified Endowment Contract (MEC), as 
defined by Section 7702A of the Internal Revenue Code. A policy loan or withdrawal from a life insurance policy that is a MEC is taxable upon receipt to the 
extent cash value of the contract exceeds premium paid.  Distributions from MECs are subject to federal income tax to the extent of the gain in the policy and 
taxable distributions are subject to a 10% additional tax prior to age 59½, with certain exceptions. Policy loans and withdrawals will reduce cash value and 
death benefit. Policy loans are subject to interest charges.  Consult with and rely on your tax advisor or attorney on your specific situation. Income and growth 
on accumulated cash values is generally taxable only upon withdrawal. Adverse tax consequences may result if withdrawals exceed premiums paid into the 
policy. Withdrawals or surrenders made during a Surrender Charge period will be subject to surrender charges and may reduce the ultimate death benefit and 
cash value. Surrender charges vary by product, issue age, sex, underwriting class, and policy year.

3. Removing funds from an annuity may result in surrender charges and/or income taxes.

4. Subject to eligibility requirements.

5. Certain North American products offer a conditionally guaranteed interest bonus to further help build long-term cash value accumulation. An interest bonus 
may be earned when we declare a current interest rate that exceeds the guaranteed interest rate.  Interest bonus percentages are not guaranteed and subject 
to change, however, once a policy is issued, the percentage will not change. For standard policy loans the interest bonus is not applied to any loaned amount.

6. For most policies, withdrawals are free from federal income tax to the extent of the investment in the contract, and policy loans are also tax-free so long as 
the policy does not terminate before the death of the insured.  However, if the policy is a Modified Endowment Contract (MEC), a withdrawal or policy loan may 
be taxable upon receipt.  Further, unpaid loan interest on a MEC may be taxable.  A MEC is a contract received in exchange for a MEC or for which premiums 
paid during a seven-year testing period exceed prescribed premium limits (7-pay premiums).

For Texas Residents Only: Receipt of acceleration-of-life-insurance benefits may affect your, your spouse’s or your family’s eligibility for public assistance 
programs such as medical assistance (Medicaid), Aid to Families with Dependent Children (AFDC), supplementary social security income (SSI), and drug 
assistance programs. You are advised to consult with a qualified tax advisor and with social service agencies concerning how receipt of such a payment will 
affect your, your spouse’s and your family’s eligibility for public assistance.

Life insurance policies have terms under which the policy may be continued in force or discontinued.  Permanent life insurance requires monthly 
deductions to pay the policy’s charges and expenses, some of which will increase as the insured gets older.  These deductions may reduce the 
cash value of the policy.  Current cost of insurance rates and current interest rates are not guaranteed.  Therefore, the planned periodic premium 
may not be sufficient to carry the contract to maturity.  For costs and complete details, refer to the policy or call or write North American 
Company for Life and Health Insurance, Administrative Office, One Sammons Plaza, Sioux Falls, SD, 57193, Telephone 877-872-0757.

North American Company for Life and Health Insurance has been providing quality life insurance products since 1886. 
As one of the leading life insurance companies in the U.S., we’ll make it as easy as possible for you to become one of our 
insureds. Please visit our Website at www.NorthAmericanCompany.com to find out more about our company.



















The following additional benefits make an annuity 
an attractive way to set aside retirement income–
for yourself and your loved ones. 

Ability to avoid probate
Passing along the value in your annuity to a named 
beneficiary can avoid the delays and costs of probate–
making for a simplified way to transfer assets during a 
difficult time.

Lifetime income
Annuities can provide you with a guaranteed income 
stream with the purchase of a tax-deferred annuity. 
You can convert an annuity into payments based on 
your needs—whether that be payments for life or over a 
specified period.

We encourage you to consult with and rely on your 
legal or tax professional to fully understand the tax 
effects annuities can have for you and your estate.
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The benefits of a tax-deferred annuity
The power of tax deferral

The chart is a hypothetical example of tax deferral and assumes an 
initial premium of $100,000 earning 4% compounded annual rate of 
return for 15 years. It is not intended to predict or project performance. 
*The tax-deferred value less taxes represents the increase in value, due 
to tax deferral, less taxes at an assumed rate of 33% with no surrender 
charge or market value adjustment (MVA), also known as interest 
adjustment, applied.

$200,000

$150,000

$100,000

$50,000

Taxable Tax-deferred
value less taxes*

Tax deferred

What is a tax-deferred annuity?
A tax-deferred annuity is a contract between you 
and an insurance company for a guaranteed interest 
bearing contract. The Company credits interest, and 
you don’t pay taxes on the earnings until you make  
a withdrawal or begin receiving an annuity income.

Tax deferral
Tax-deferred growth allows your money to grow 
faster because you earn interest on dollars that would 
otherwise be paid in taxes. Your premium earns 
interest, the interest compounds within the contract and 
the money you would have paid in taxes earns interest. 
This chart details the potential of a tax-deferred annuity.



Under current law, annuities grow tax deferred. An annuity is not required for tax deferral in qualified plans. Annuities may be subject to taxation during the 
income or withdrawal phase. Neither North American Company for Life and Health Insurance®, nor any financial professionals acting on its behalf, should be 
viewed as providing legal, tax or investment advice. Your client should be advised to rely on their own qualified tax professional. In such instances, you should 
consider whether other features, such as the death benefit, lifetime annuity payments and optional riders make the Contract appropriate for your needs.

The term financial professional is not intended to imply engagement in an advisory business in which compensation is not related to sales. Financial 
professionals that are insurance licensed will be paid a commission on the sale of an insurance product. 

Protect your assets and those you love 
with an industry leader
North American Company for Life and Health Insurance® is a leading insurance company in the U.S. Throughout our  
100-plus year history, we’ve focused on providing growth, income, and financial protection to the clients we serve.  
Our insurance and annuity products have consistently provided value to our clients – in all types of market and  
economic environments.

North American has continued to earn high ratings, based on our financial strength, operating performance, and ability  
to meet obligations to our policyholders and contract holders. North American currently holds the following ratings:

A.M. Best is a large, third-party independent reporting and rating company that rates an insurance company on the basis of the company’s financial strength, 
operating performance, and ability to meet its obligations to policyholders. S&P Global Ratings is an independent, third-party rating firm that rates on the 
basis of financial strength. Ratings shown reflect the opinions of the rating agencies and are not implied warranties of the company’s ability to meet its 
financial obligations. The ratings above apply to North American’s financial strength and claims-paying ability. a) A.M. Best rating affirmed on Aug. 2, 2018.  
For the latest rating, access ambest.com. b) Awarded to North American as part of Sammons® Financial Group Inc., which consists of Midland National® 
Life Insurance Company and North American Company for Life and Health Insurance®. c) Standard & Poor’s rating assigned Feb. 26, 2009 and affirmed on 
Sept. 10, 2018. d) Fitch Ratings, a global leader in financial information services and credit ratings, on April 17, 2019, affirmed an Insurer Financial Strength 
rating of A+ Stable for North American. This rating is the fifth highest of 19 possible rating categories. The rating reflects the organization’s strong business 
profile, low financial leverage, very strong statutory capitalization and strong operating profitability supported by strong investment performance. For more 
information access fitchratings.com.

A.M. BestA,B S&P Global RatingsB,C Fitch RatingsD

“A+” 
(Superior)

(Second category of 15) 
Superior ability to meet ongoing 

obligations to policyholders

“A+” 
(Strong)

(Fifth category of 22)  
Very strong financial

security characteristics

“A+”  
(Stable)

(Fifth category of 19)  
Strong business profile,  
low financial leverage
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Not FDIC/NCUA Insured Not A Deposit Of A Bank Not Bank Guaranteed

May Lose Value Not Insured By Any Federal Government Agency



• Full-Service Brokerage
PinneyInsurance.com
Access to carrier forms, quote tools, and 24/7 case status.

• Insureio
Insureio.com - Insurance marketing evolved!
Innovative Features 
Plans & Pricing

• Policy Assessment
Learn about our hassle-free Policy Assessment Kit.

• Ask the Underwriter
Introducing Our In-House Agency Underwriter
Click here for a Basic Underwriting Questionnaire 

Quick Links

Pinney Insurance 

Insureio  

Case Status 

Get a Quote 

Forms 

Contracting

Most Popular Tools

Providing All the Tools for Your Successsm

Pinney Insurance

Founded in 1972 as a Transamerica branch office 
and later incorporated as Pinney Insurance Center, 
Inc., we are headquartered in our own building in 
Roseville, California. We provide a small local agency 
feel with the power of a major national firm.

Pinney has expanded into a national distributor with thousands of contracted agents 
and offices in California, Illinois, Maryland, North Carolina, Oklahoma, 
Pennsylvania, Texas, Washington, and Mississippi. Pinney represents over 100 life, 
annuity, disability, and long-term care companies with the intent of providing our 
clients & partners with the best possible product solutions at the lowest possible 
costs. Email Brokerage Sales Support or contact one of our Brokerage Directors 
today at  800-823-4852.

http://www.pinneyinsurance.com
https://insureio.com/product/lead-management/
https://insureio.com/pricing/
http://www.pinneyinsurance.com/emails/PolicyAssessmentKit.html
http://www.pinneyinsurance.com/emails/AskTheUnderwriter-Issue1.html
http://www.pinneyinsurance.com/emails/PDFs/Pinney-Field-Underwriting-Questionnaire.pdf
https://pinneyinsurance.com/
https://insureio.com/
http://pinneyinsurance.com/case-status/
http://pinneyinsurance.com/quotes/
http://pinneyinsurance.com/SSO/512_38.html
http://pinneyinsurance.com/contracting/
file:file:///M:/Brokerage/e-marketing/e-newsletters/PDFs/Product-and-Carrier-Summary.pdf
http://www.pinneyinsurance.com/emails/Tools-Of-The-Trade_2014-05-12.html
mailto:brokeragesalessupport@pinneyinsurance.com



