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Private Placement Life Insurance (PPLI)

A powerful wealth management tool for 
high-net-worth individuals consisting of a 
specialized form of variable universal life 
insurance (VUL).

Policyholder’s premiums can be invested in 
a variety of investment options and asset 
classes.

A tax-advantaged vehicle for tax-
inefficient investments. 

Offers the same tax treatment as traditional 
life insurance policies.

Key Features

Tax Advantages

Investments grow income and capital gains 
tax-free
Insurance death benefit tax-free
Access to cash value tax-free

Asset Protection 

Investments are held in a separate account
Protected from creditors and lawsuit claims
Removal of assets from estate 

Investment Flexibility 

Accepts wide range of investment options, 
including alternatives
Reallocations allowed at anytime without 
tax implications
The policyholder can choose their own 
investment manager and custodian

Reserved solely for an accredited and/or qualified purchaser
Those with a sizeable percentage of wealth in invested assets
Ideal for investments that generate significant taxable income from high 
turnovers, high yield assets, or short-term instruments.

Not for everyone

Policyholder cannot exercise control over investments or be involved in 
investment selection.
The investment manager must make independent investment decisions based 
upon the policyholder’s general investment philosophy and risk tolerance.

Investor Control

Must maintain at least 5 individual investments 
Asset percentage thresholds apply – No more than 55% in one investment,
no more than 70% in two investments, no more than 80% in three investments, 
no more than 90% in four investments.

Diversification

Illiquid investments are acceptable; however, some liquidity may be required to 
meet policy distributions or charges.

Liquidity

Considerations
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Portfolio Management

After underwriting approval, the insurer issues a 

policy to the owner, who pays premiums in cash 

or in-kind (with in-kind payments subject to 

taxation on any value gains at transfer).

The owner chooses a Separately Managed 

Account (SMA) or Investment Diversified Fund 

(IDF) for the cash value, managed by a selected 

Registered Investment Advisor (RIA). The cash 

value is held in a separate account, protected 

from the insurer's creditors.

The separate account invests both existing cash 

value and new premiums into the SMA or IDF.

Cash is disbursed from the SMA or IDF to the 

separate account for upcoming costs, 

withdrawals, or as collateral for policy loans.

The owner can receive tax-free distributions 

from the cash value via withdrawals or policy 

loans, if structured correctly.

Upon the insured's death, the insurer pays the 

death benefit, minus any withdrawals and 

outstanding loans, to the designated beneficiary, 

which can also be structured to be tax-free.
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PPLI Sample Scenario

$200,000 contributions in Years 1-10

$2,000,000 of total contributions transferred into 

the PPLI policy

No capital gains tax on the asset’s growth when 

inside the policy

Distributions can be taken tax-free via policy loans

PPLI insurance benefit is received tax-free
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Our Unique Approach to Reinsurance

The overall goal is to maximize tax-deferred 
growth of the policy’s fund value and minimize 
the death benefit — and therefore the Net 
Amount at Risk — to reduce ongoing cost of 
insurance charges.

The Net Amount at Risk (NAAR) equals the 
difference between the policy’s death benefit 
and its fund value. This will determine the 
amount of reinsurance required. Reinsurance 
can be obtained in 2 ways: 

Traditional Reinsurance 
from a Reinsurer 

Annual reinsurance charges fluctuate and 
compound over time.
Rising costs can erode policy performance 
and reduce IRR.
Subject to variable annual charges creating 
less predictability for long-term planning.

Synthetic Reinsurance with Domestic Policy (Our Approach)

Stable & Predictable Costs – annual premiums becomes the only planned out-of-pocket 

expense.

Lock-in of Cost of Insurance – leverage the domestic policy structure to synthetically cover the 

net amount at risk.

Improved Policy Efficiency – reduces drag on IRR by removing escalating reinsurance charges.

Transparent Cash Flows – premium payments replace opaque reinsurance charges.

Synthetic Reinsurance:
Financed IUL Design

A strategy where a bank finances all 
premium payments for a high-cash-value 
IUL policy

Access large death benefit and cash 
accumulation with minimal out-of-pocket

Client pays interest and posts any 
additional collateral required to maintain 
the loan

The bank loan is repaid using the future 
growth of the policy’s cash value via a 
policy loan

Client will have full access to the policy’s 
cash value for any liquidity needs or 
supplemental income after loan repayment

PPLI: Cost-Benefit

Premiums on domestic policy (or 
loan interest, if financed)

PPLI insurance charges (between 
0.25-0.55% annually on fund value) 

Costs

No income tax on distributions

No capital gains tax on assets’ growth

PPLI assets + insurance benefit are 
received tax-free

Benefits
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Sample IUL Premium Finance Design

Total Out-Of-Pocket Payments: $2,805,102
Initial Death Benefit: $50,000,000

Estimated Collateral: $712,598
Interest Accrued In Years 7-16

Loan Repayment in Year 17
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