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Premium Finance for Death Benefit
Premium Finance is a way for qualified individuals to use third-party financing to pay for sizeable
life insurance policies with a minimal initial and on-going cash commitment. This financing permits
clients to maintain flexibility in their cash flow and to keep capital deployed in higher yielding assets
without having to liquidate those assets to pay for the policy.

FACTS
Ken and and Sharon need a $20 million life
insurance policy for their estate planning.
The bulk of their estate is made up of illiquid real
estate and business interests.
Committing several hundred thousand dollars in
cash each year to pay premiums would create a
financial strain or force the couple to sell an
appreciating asset.

OPPORTUNITIES
Instead of selling some real estate or dipping into their
limited cash reserves, Ken and Sharon borrow the
money required for annual policy premiums. The lender
accepts the policy as collateral with little to no additional
collateral required for the premium loans. As the only
out-of-pocket costs for the policies are interest payments, Ken and Sharon are able to conserve
their cash. The ‘leveraged’ nature of the strategy permits the premium loans to be repaid from
the policy’s cash values while providing the required amount of income tax-free death benefit.

RESULTS
Ken and Sharon are relieved to be able to purchase the
amount of death benefit they need for their estate planning
without having to liquidate any appreciating real estate and
business interests. By premium financing policy premiums,
they were able to meet their future life insurance needs with
a minimal initial and on-going cash commitment while
preserving their capital in order to be deployed more
efficiently elsewhere.
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