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CASE OF THE QUARTER 
CASE # 3 

THE CLIENT WITH LIFE INSURANCE 
NOT WORKING AS PLANNED 

 
 

GOAL  
Client wants his Estate Tax liability funded so that his daughter does not have to sell the business or create a large mortgage at his 
death.   

 

FACTS  
Client acquired a $2,000,000 policy back in 1997 that was “assumption” based.  The assumption was that interest would remain 
high and that premiums would only be made for ten years.  Premiums had been $60,000 per year and eleven years later the 
insurance company was saying that he would now have to pay another eighteen years, and even that was not guaranteed.   
Current cash value of the policy was $450,000.   Client also had donated a kidney to a brother and this has caused a pressure issue 
with his heart.  This is a very rare condition but, none the less, posed a problem. 

 

SOLUTIONS 

1. We went to the Life Settlement market to see if anyone was willing to pay more than $450,000 for the policy.  After nine 
months of negotiation we found two interested parties and ended up with an offer of $650,000 for the existing policy. 

2. We next went to the insurance underwriters to see if anyone would give the client a new $2,000,000 policy based on 
guarantees as opposed to assumptions.  The pressure issue became immense.  It seems that most of us have a pressure rating 
of 50 or greater, and our client had one of 39.    No one wanted to insure him!  So we went for another pressure rating and our 
client ended up with a 49.5.  This might have been acceptable but with the prior reading of 39, we were now faced with a 
policy requiring extra premiums. 

3. We continued to negotiate with many carriers and finally got one carrier to offer a guaranteed 18- pay of $60,000 per year 
(essentially the same premium as current but now guaranteed to be done). 

4. We also got the carrier to write a letter to the client agreeing to reduce the years to pay if his pressure ratings improve.  If we 
can get consistent, normal readings, we will be done paying premiums on a guaranteed basis in five to seven years. 

 
  

 
 

This is a hypothetical example for illustrative purposes only. The experience of this client may not be representative of the experience of all clients and is 
not indicative of future results. Any tax advice contained herein is of a general nature and is not intended for public dissemination. Further, you should 
seek specific tax advice from your tax professional before pursuing any idea contemplated herein. This advice is being provided solely as an incidental 
service to our business as financial  planner. Securities offered through ValMark Securities, Inc. Member FINRA, SIPC. Financial Planning and  
Investment Advisory Services offered through B & E Investment Advisers, Inc. Business & Estate Advisers, Inc. and B & E Investment Advisers, Inc. are 
separate entities from ValMark Securities. 


