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Executive Summary: 
 

This report dives into the intricacies of Premium Financed Indexed Universal Life Insurance 

(PFIUL) and its significance as a strategic financial instrument for key employees within your 

organization. By examining the advantages, considerations, and implementation strategies 

associated with a Premium Financed IUL policy, our goal is to offer valuable insights to 

augment your employee benefits package. Throughout this analysis, we explore the role of 

Key Employee Insurance (KEI), the mechanics of Premium Financed Indexed Universal Life 

(PFIUL), the benefits of Indexed Universal Life (IUL), and the utilization of the Premium 

Deposit Fund (PDF). By integrating these components, organizations can optimize their 

employee benefits offerings while strategically managing financial resources. 

 

Introduction: 
 

Premium Financed Indexed Universal Life Insurance stands as a strategic financial solution 

tailored for key employees within organizations seeking to bolster their benefits packages. 

PFIUL offers a unique opportunity for companies to enhance their compensation offerings, 

providing key employees with comprehensive financial protection and long-term wealth 

accumulation strategies. By leveraging premium financing, companies can secure substantial 

coverage for key employees while minimizing upfront costs, aligning with their financial 

objectives, and ensuring peace of mind for themselves and their families. This introduction 

sets the stage for exploring the myriad benefits and considerations associated with PFIUL as 

a key employee benefit, highlighting its potential to strengthen employee retention and 

contribute to organizational stability and success. 
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Key Employee Insurance (KEI) 
 

Overview: Key Employee Insurance (KEI) is a crucial component of risk management for 

businesses, providing financial protection against the loss of key personnel. 

 

Main Benefits: 
 

Financial Protection for Businesses: KEI provides financial security to businesses by 

compensating for the loss of key employees who play a significant role in the company's 

operations, revenue generation, or leadership. 

 

Recruitment and Retention Incentive: Offering KEI demonstrates a commitment to protecting 

key personnel and their families, which can enhance employee recruitment and retention 

efforts. 

 

Considerations: 
 

Identification of Key Employees: Businesses must identify key employees whose absence 

would have a significant impact on the company's operations or financial stability. 

 

Coverage Amount: Determining the appropriate coverage amount for KEI involves assessing 

the financial impact of losing a key employee and considering factors such as salary, 

contributions to revenue, and expenses related to finding and training a replacement. 

 

Case Example: 
 

ABC Corporation, a medium-sized manufacturing company, recently secured a lucrative 

government contract thanks to the efforts of one of its key employees. This individual's 

expertise and dedication were instrumental in clinching the deal, highlighting their importance 

to the company's success. Recognizing the potential financial risks associated with the 

unexpected loss of this key employee, ABC Corporation took proactive measures to 

safeguard its operations by purchasing a Key Employee Insurance (KEI) policy for $2 million. 

This strategic decision ensures that in the event of the employee's untimely demise, the 

company will have the financial resources needed to navigate through the transitional period 

seamlessly. These funds can be utilized to recruit and train a suitable replacement, thereby 

ensuring continuity in fulfilling the government contract and preserving ABC Corporation's 

competitive edge. By investing in KEI coverage for this crucial employee, ABC Corporation 

demonstrates its commitment to protecting its valuable human capital and fortifying its 

operational resilience against unforeseen challenges, ultimately strengthening its position in 

the industry. 
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Premium Financed Indexed Universal Life (PFIUL) 
 

Overview: Premium Financed Indexed Universal Life (PFIUL) is a type of permanent life 

insurance policy that combines elements of flexibility and potential cash value growth linked 

to market indexes. 

 

Main Benefits: 
 

Flexible Premium Payments: PFIUL policies allow policyholders to borrow annual premium 

payments to pay for a larger policy while still maintaining other investments, providing 

flexibility in managing wealth accumulation. 

 

Market Index-Linked Growth Potential: PFIUL policies offer the potential for cash value 

growth linked to the performance of market indexes, allowing policyholders to benefit from 

market gains while providing downside protection through a guaranteed minimum interest 

rate. 

 

Considerations: 
 

Participation Rates: PFIUL policies may specify participation rates that determine the extent 

to which policyholders participate in the growth of market indexes. Higher participation rates 

typically lead to greater cash value accumulation but may be subject to caps or other 

limitations. 

 

Cost of PFIUL: Policyholders should consider the cost of PFIUL, which includes insurance 

charges, administrative fees, and other expenses that may affect the growth of cash value 

over time. It's essential to review and understand the policy's cost structure to assess its long-

term affordability and benefits. 

 

Case Example: 
 

John, a 40-year-old aviation enthusiast and pilot, is seeking a life insurance policy that caters 

to his involvement in the aviation industry. Opting for a Premium Financing Indexed Universal 

Life (PFIUL) policy with a guaranteed minimum interest rate of 0% and an interest rate cap of 

15%, John strategically decides to take out a loan to cover his premiums, ensuring liquidity for 

aviation-related expenses while paying only interest. As he continues his aviation pursuits, 

John maximizes the policy's growth potential by keeping it fully funded, akin to maintaining a 

well-maintained aircraft's value. When it's time to settle the loan, he taps into the accumulated 

cash value within the policy, showcasing PFIUL’s adaptability to the dynamic financial needs 

of the aviation industry. 
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PFIUL via ILIT (Irrevocable Life Insurance Trust) 

 

Step 1: Create an Irrevocable Life Insurance Trust 

An Irrevocable Life Insurance Trust (ILIT) is a trust specifically designed to hold life insurance 

policies. By placing the life insurance policy within an ILIT, the policy proceeds are removed 

from your estate. This is crucial because if the policy remains part of your estate, it could be 

subject to estate taxes upon your death. However, by transferring ownership to an ILIT, the 

policy proceeds can be distributed according to the terms of the trust and are generally not 

subject to estate taxes. 

Step 2: Purchase a PFIUL Policy 

A PFIUL policy is a type of permanent life insurance that offers both a death benefit and a 

cash value component. It's often used as a financial planning tool to protect against future 

taxes, particularly estate taxes as the Death Benefit is generally tax exempt.  

Step 3: Name Trustees and Beneficiaries 

When setting up an ILIT, you'll need to choose trustees to own and manage the trust, as well 

as beneficiaries who will receive the death benefits from the life insurance policy. It's 

important to carefully consider your choices for trustees and beneficiaries because, in most 

cases, these designations cannot be changed after the ILIT is created. Trustees have a 

fiduciary duty to manage the trust assets in the best interests of the beneficiaries. 

Step 4: Use Gift Exemptions to pay off PFIUL Interest 

Instead of using annual gift exemptions solely for passing on wealth to heirs, you can utilize 

them to fund the ILIT, which in turn pays the premiums for the life insurance policy. By gifting 

money to the ILIT, those funds are removed from your estate and are not subject to 

inheritance or estate taxes. This strategy allows you to leverage your gift exemptions to 

finance the life insurance policy, ultimately providing a tax-efficient way to pass on wealth to 

your beneficiaries.  
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Indexed Universal Life (IUL) 
 

Overview: Indexed Universal Life (IUL) provides permanent life insurance coverage with 

potential cash value accumulation tied to the performance of market indexes. 

 

Main Benefits: 
 

Liquidity Options: IUL policies offer liquidity through the ability to access cash value through 

loans or withdrawals, providing policyholders with financial flexibility during unexpected 

expenses or emergencies. 

 

Tax-Deferred Growth Potential: Cash value accumulation in IUL policies grows tax-deferred, 

allowing policyholders to potentially build wealth more efficiently compared to taxable 

investment accounts. 

 

Considerations: 
 

0% Floor: Some IUL policies may offer a 0% floor, ensuring that the cash value does not 

decrease due to market downturns. Policyholders should consider this feature when 

evaluating the policy's downside protection and overall performance. 

 

Participation Rates: Similar to PFIUL, IUL policies may specify participation rates that 

determine the extent to which policyholders participate in the growth of market indexes. 

Understanding participation rates is crucial for assessing the policy's potential cash value 

growth. 

 

Case Example: 
 

Sarah, at 35, prioritizes comprehensive financial planning and seeks a life insurance policy 

that not only safeguards her loved ones with death benefit protection but also serves as a 

vehicle for cash value growth. With this in mind, she opts for an Indexed Universal Life (IUL) 

policy, offering the stability of a 0% floor and the potential for growth with a 10% cap rate. 

Committing $600 monthly towards premiums, Sarah embraces the long-term benefits of this 

policy as the market indexes perform favorably. Over time, her cash value steadily 

accumulates, providing her with a versatile financial asset that can support various future 

needs, whether it's funding education expenses, bolstering retirement savings, or addressing 

unforeseen financial emergencies. This strategic decision not only demonstrates Sarah's 

proactive approach to securing her financial future but also underscores her commitment to 

prudent financial management and long-term wealth accumulation. Through the IUL policy, 

Sarah sets herself on a path towards financial empowerment and security, laying a strong 

foundation for her future endeavors. 



 

www.precisionwealthmgt.com 

7 

Premium Deposit Fund (PDF) 

 

Overview: Premium Deposit Fund (PDF) is a strategy that allows policyholders to deposit 

additional premiums into their life insurance policy to enhance cash value growth. 

 

Main Benefits: 
 

Cash Value Growth Enhancement: PDF allows policyholders to accelerate cash value growth 

by depositing a large sum of premiums into the policy, potentially increasing the policy's death 

benefit and cash value over time, while ensuring the payment of policy premiums. 

 

Tax-Deferred Growth Potential: Like other cash value life insurance policies, PDF offers tax-

deferred growth potential, allowing policyholders to maximize their investment returns over 

time. 

 

Considerations: 
 

Annual Reviews: It's essential for policyholders to conduct annual reviews of their PDF 

strategy to assess its performance, adjust premium deposits as needed, and ensure that the 

policy remains aligned with their financial goals and objectives. 

 

Cost Considerations: Policyholders should consider the cost of implementing a PDF strategy, 

including additional premium payments, administrative fees, and other expenses associated 

with maintaining the policy.  

 

Case Example: 
 

Michael, aged 45, is keen on maximizing the cash value growth of his life insurance policy 

while also benefiting from tax-deferred advantages. With this goal in mind, he adopts a 

Premium Deposit Fund (PDF) strategy by making a one-time lump sum deposit of $50,000 

into his policy. This strategic move allows Michael to accelerate the growth of his policy's 

cash value, providing him with a substantial asset for future financial endeavors such as 

retirement planning or other long-term goals. By implementing the PDF strategy, Michael 

demonstrates his commitment to optimizing the financial benefits of his life insurance policy 

and securing his financial future.  
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Conclusion 
 

Thank you for exploring our insurance concepts booklet. We hope this comprehensive guide 

provides valuable insights into the features, benefits, and considerations of Key Employee 

Insurance (KEI), Premium Financed Indexed Universal Life (PFIUL), Indexed Universal Life 

(IUL), and Premium Deposit Fund (PDF). Should you have any questions or require further 

assistance, please don't hesitate to contact us. 

 

Contact Information: 
 

For further inquiries or personalized consultation on implementing any of these polices for 

your organization, please contact: 

 

 
Matthew Fuentes-Tanuz 

Chief Executive Officer 

(505) 331-5050 

mattfuentes@precisionwealthmgt.com 

 

 
David Cooper 

Chief Financial Officer 

(715) 491-6381 

davidcooper@precisionwealthmgt.com

  

 
Disclaimer: This report serves as a comprehensive overview of Key Employee Insurance (KEI), 

Premium Financed Indexed Universal Life (PFIUL), Indexed Universal Life (IUL), Premium Deposit 

Fund (PDF), and is for informational purposes only. It is recommended to consult with qualified 

financial advisors and legal professionals before making any financial decisions. 
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