
 

How Variable Universal Life Insurance Works 

 

1. You decide (up to limits regulated by federal tax law) when and how much premium payment to "pour in." 
The minimum premium is based on insurance company sales expenses, premium taxes, and the cost of pure 
insurance for your policy. 

2. As you pay your premium, the insurance company deducts its sales expenses and premium taxes. 
3. The remainder of your premium is credited to your cash value account. Each month, the company charges 

this account for its other expenses and the cost of pure insurance (net amount of risk coverage), or mortality 
cost. 

4. You choose the subaccounts in which your cash value is invested. These accounts are securities-based, 
though many policies offer a fixed account option. 

5. Growth in your subaccount investments can "pump up" your cash value.  
6. With the potential for growth comes the possibility of loss. If your investment choices perform poorly, your 

cash value could go "down the drain." 
7. If your remaining cash value is not sufficient to cover expenses and the cost of pure insurance, and you do 

not pour in more premium, the policy amount may then have to be reduced, or your policy will lapse. This 
would be similar to crushing the container at the top. 

8. You may take a policy loan in an amount not to exceed the policy's cash surrender value less the annual loan 
interest. Repayment replenishes your cash value, but there may be a tax liability if the policy terminates 
before the death of the insured. Any loan balance outstanding (plus interest due) at your death is deducted 
from the policy amount paid to your beneficiary. 
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Note:  Variable life insurance policies are offered by prospectus, which you can obtain from your financial 

professional or the insurance company. The prospectus contains detailed information about investment objectives, 

risks, charges, and expenses, as well as the underlying investment options. You should read the prospectus and 

consider this information carefully before purchasing a variable life insurance policy. 

 

 

IMPORTANT DISCLOSURES 

Broadridge Investor Communication Solutions, Inc. does not provide investment, tax, or legal advice. The information presented 
here is not specific to any individual's personal circumstances. 

To the extent that this material concerns tax matters, it is not intended or written to be used, and cannot be used, by a taxpayer 
for the purpose of avoiding penalties that may be imposed by law.  Each taxpayer should seek independent advice from a tax 
professional based on his or her individual circumstances. 

These materials are provided for general information and educational purposes based upon publicly available information from 
sources believed to be reliable—we cannot assure the accuracy or completeness of these materials. The information in these 
materials may change at any time and without notice. 

Securities and investment advice offered through Investment Planners, Inc. (Member FINRA/SIPC) and IPI Wealth Management, 
Inc., 226 W. Eldorado Street, Decatur, IL 62522. 217-425-6340.  
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