
Life Insurance Premium Financing 

Premium 

Financing 

maybe the 

solution for 

those high net-

worth 

individuals 

who need life 

insurance but 

have a better

use for dollars 

that would 

otherwise go 

to pay 

premium. 

Many wealthy individuals require substantial life insurance coverage for business 
planning, estate planning or income replacement purposes. Premium financing is a 
method of funding the purchase of life insurance for those who have significant assets, but 
do not have (or want to use) liquid capital to pay the premium on a life insurance policy. By 
borrowing the money to pay the life insurance premiums, the insured frees up capital that 
can be used more efficiently for other uses. The use of financing for premium payment 
lowers out-of-pocket costs and potential gift taxes. 

Prospects for premium financing typically represent a minimum net worth of $3,000,000 -
10,000,000. Collateral for the loan financing the life insurance usually consists of personal 
assets but may be the cash value of the policy.  If not, it can be offset by the cash value in 
the policy being financed. In most instances the entity borrowing the money must be a 
corporation, partnership or trust, depending on state law.

Premium financing programs are developed jointly between insurance carriers providing 
the coverage and lenders providing the financing, though the insurance carrier is not a 
party to the loan arrangement. Each particular plan has its nuances and advantages. 

Plan Highlights 

 Target market is an individual with an estate of at least $5,000,000, purchasing a 
life insurance policy with a premium of at least $100,000. Most programs limit the 
borrower to a corporation, partnership or trust. 

 Frees up business or personal investment capital for more efficient usage.

 Leverages the available assets to provide needed insurance coverage 
with minimal out-of-pocket expenses. 

 Potential to minimize gift taxes. 

 Lends itself to sophisticated business, retirement and estate planning strategies. 

 Loan rate typically tied to a published rate such as LIBOR, plus a set spread. 

 Collateral needed on loan can be offset by cash values growing tax-deferred 

in policy. Or the collateral can be the cash value of the policy.

 Can provide substantially greater internal rate of return on life insurance 
policy death benefit paid over non-financed methods. 

Premium Financing programs are offered through Foundation Insurance Services.

For More Information about the benefits of Premium Financing, please contact:
Foundation Insurance Services, Toll Free at 1-866-347-3550 ext.102

This presentation is intended only as a brief introductory overview of a concept.  Foundation Insurance Services and its affiliates and subsidiaries do not 
provide tax and legal advice.  You should obtain your own independent legal and tax advice to asses the tax and other benefits and consequences that may 
accompany application of this concept.  This concept supports the promotion, marketing, and sale of life insurance/annuity products.  Foundation Insurance 
Services and its affiliates and subsidiaries are providing general advice and education.  No attempt is made to offer tax or legal advice or to set forth solutions 
for individual problems.  Any benefit from this or any other sales presentation, tax strategies, or planning concepts provided to you which demonstrate the 
potential tax benefits of using life insurance or annuities in connection with a plan or concept should not be relied on as legal or tax advice and you should 
obtain your own independent tax and legal advice to asses the benefits and consequences of using a plan or concept presented herein.  Life insurance and 
annuity products are issued by various insurance companies and they are responsible for the issuance and distribution of their products.  Insurance products 
and annuities often have premature surrender penalties.  You should consult a tax advisor regarding tax liability on surrenders.
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