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Disclosures

Investment and Insurance Products and Services are not FDIC/NCUA/NCUSIF insured, not insured 
by any Federal Government Agency, not bank or credit union guaranteed, and may lose value.

Imeriti, Inc. and its employees do not provide tax or legal advice.  This commentary is not intended 
to be, nor should it be construed as, tax or legal advice. 

As with all matters of a tax or legal nature, your clients should consult their own tax or legal counsel.
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Understanding IllustrationsUnderstanding Illustrations

Illustration –Illustration 
A presentation or depiction that includes non-guaranteed 
elements (such as premium outlay, interest, cost of 
insurance, etc.) of a policy of Life Insurance over a period of 
years. 

Whenever an illustration is used in the sale of Life Insurance, 
it must comply with the requirements as defined by the it must comply with the requirements as defined by the 
appropriate state’s version of the Life Insurance Illustration 
Regulation. 
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Understanding IllustrationsUnderstanding Illustrations

Basic Illustration –Basic Illustration 

A ledger or proposal used in the sale of a life insurance policy 
that shows both guaranteed and non-guaranteed elements. g g

A Basic Illustration, or statement regarding illustration, must 
always accompany or precede any Application for a 

t f  f lif  i  permanent form of life insurance. 

The Basic Illustration consists of the following components: 
◦ Narrative Summary◦ Narrative Summary
◦ Numeric Summary
◦ Tabular Detail
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Understanding IllustrationsUnderstanding Illustrations

Narrative Summary –Narrative Summary 
Describes any policy features, riders or options (guaranteed or non-
guaranteed) shown in the Basic Illustration.
Describes the impact that they have on the benefits and values of the policy.
Defines the column headings and key terms used in the illustration  Defines the column headings and key terms used in the illustration. 

Numeric Summary –
Summarizes death benefits, values, and premiums for 3 or 4 particular policy 
years using guaranteed, midpoint, and current assumptions.
Includes statements of understanding that must be signed by the applicant and 
the agent. 

Tabular Detail –
Shows death benefits, values, and premiums for at least the following policy , , p g p y
years:  the first 10 years and every 5th year thereafter plus any year in which 
there is a premium change, loan, partial surrender, and the termination year. 
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Understanding IllustrationsUnderstanding Illustrations

New Business Procedures New Business Procedures 
The following procedures are based upon the possible 
scenarios that an agent could use when selling a life 
insurance policy.

A. Policy Applied For as Illustrated 
◦ A copy of the entire Basic Illustration (Narrative, Numeric Summary, and Tabular Detail) signed by the 

agent is given to the applicant and a copy signed by both the agent and the applicant is submitted along 
with the life insurance application  with the life insurance application. 

◦ The illustration must include the name of the proposed insured and details such as the product, face 
amount, death benefit option, riders, and payment mode. 

◦ Additionally, the premium outlay must match the application.

B. Policy Applied For Other than as Illustrated: B. Policy Applied For Other than as Illustrated: 
◦ If the illustration presented varies from the completed application and the agent is not able to print an 

accurate illustration for signatures, the applicant and agent must complete the Statement Regarding 
Illustrations. 

7



Understanding IllustrationsUnderstanding Illustrations

C. Policy Issued Other Than As Applied For: y pp
◦ 1.  If a corresponding Basic Illustration was provided at the time of application, the agent prepares a 

Revised Basic Illustration which conforms to the policy as issued, signs it, and delivers it to the applicant 
no later than policy delivery.

◦ 2.  If a corresponding Basic Illustration was not provided to the applicant at the point of sale, the agent 
will then prepare a Basic Illustration which conforms to the policy as issued, signs it, and delivers it to the 
applicant no later than policy delivery.applicant no later than policy delivery.

• D. Basic illustration Not Used:
• The agent and applicant complete and sign the Statement Regarding Illustrations form and sends along 

with the life insurance application.
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Male
‘Age Nearest’ 55g
Preferred Non-Tobacco

Flexible Premium 
Adjustable Life

Initial Face:  $350 000Initial Face:  $350,000
Guideline Premium Test

Death Benefit:  Level
Monthly Premium: $464 24Monthly Premium: $464.24
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Understanding Illustrations:Understanding Illustrations:
Compliance Test:

Two life insurance tests can be used to determine the policy’s qualifying status as a life 
insurance contract, the Guideline Premium Test (GPT) and the Cash Value 
Accumulation Test (CVAT).
The test must be chosen at issue and cannot be changed after issue. 
The desired test can be specified on the illustration software and should be indicated on the 
supplemental application. 

• Guideline Premium Test (GPT):   A policy that uses the Guideline Premium Test will have 
limitations on the amount of premium that can be paid. The limitations, called Guideline 
Single Premium and Guideline Level Premium, are required by the Internal Revenue Code 
for the policy to qualify as a life insurance contract.

• Cash Value Accumulation Test (CVAT): A policy that uses CVAT does not have Guideline 
Premium limitations on the amount of premium that can be paid.  The death benefit might 
be increased in order to qualify the policy as a life insurance contract.
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Understanding Illustrations:Understanding Illustrations:
Death Benefit Options:

Death Benefit Options:

• Level Death Benefit:  [Option A] 
The death benefit generally remains level, at the specified amount.

• Increasing Death Benefit: [Option B] 
The death benefit is generally the specified amount plus the policy account 
value.

• Return of Premium Death Benefit: [Option C] 
The death benefit is generally the greater of the specified amount, plus 
premiums paid, less total partial withdrawals (including fees).
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Understanding Illustrations:Understanding Illustrations:
Death Benefit Options:

Death Benefit Options – Comparison *:

Option: A B C

1.  Initial Death Benefit $641,048 $323,265 $323,265
2.  Premiums paid, 10 yrs $219,960 $219,960 $219,960
3.  Cash Value, Age 65 $241,672 $270,942 $272,018
4.  Death Benefit, Age 65 $641,048 [1] $594,207  [1+3] $543,225  [1+2]

5.  Annual Distribution $  23,584 $  24,307 $  28,696

*
North American Rapid Builder IUL, as of 03/01/10.
Male, 55, Preferred Non-tobacco
8.00% Non-Guaranteed Interest  Annual Rate of Return
Premium:  $1,833 monthly
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Numeric Summary

Applicant 
signs

Agent signs
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Tabular Detail

GuaranteedGuaranteed

Non-Guaranteed

Cash Accumulation 
Value

Surrender Value

Death Benefit 
Guaranteed
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NAIC Cost of Insurance 
- Indices in Life 
illustrationsillustrations

To compare similar policies, look 
at the indexes for the two policies. 
The one with the lower cost 
i d i th l t i findexes is the least expensive of 
the two. 

The best comparison is with 
policies that have the same 
structure and/or similar build-in orstructure and/or similar build-in or 
added riders the client is 
reviewing.
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Understanding Illustrations:Understanding Illustrations:
Term Quote Engine:

Term Quote Engine

18



Understanding Illustrations:Understanding Illustrations:
Term Quote Engine:

Date of Birth

Amount of Ins.

Level premium

Standard +
Table Rating

19



Understanding Illustrations:Understanding Illustrations:
Term Quote Engine:

Modal premiums
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Life insurance offers a potentially powerful 
combination of benefits protections andcombination of benefits, protections and 

advantages

I wish to Thank You for attending.
And now, Questions

F  C  D i  d Lif  P d t i tFor Case Design and Life Product assistance,

contact an Imeriti Representative at 800.921.3100
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