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INSURANCE ADVISORS

ONGOING POLICY MANAGEMENT

CREATING A BRIDGE FROM °‘LIFE INSURANCE’ TO ‘LIFETIME ASSURANCE’

You may have seen news headlines that reference the concerns policyholders should have about their life
insurance policies or you may have heard about the various legal actions that target insurance companies.
So, what’s all the fuss about “managing” policies after they are sold, often for decades into the future?

Is the need really that great, or is everyone crying wolf?

As this paper is being written, it just so happens that a lawsuit was filed that has captured the attention of the
entire life insurance industry. It perfectly highlights that the need is in fact real and also serves to dramatically
illustrate just one of the many nightmare scenarios unfolding today that policy management is intended

to prevent.

LEBBIN ET AL V. TRANSAMERICA LIFE INSURANCE COMPANY

The suit details the story of a 99-year-old insured, Mr. Lebbin. Born in Germany in 1917, he

fled Nazi persecution and came to the US with nothing, but went on to become a successful

business man. In 1990, he purchased two policies from a Transamerica agent, intended to
caseSwdy  dofiver g $3.2 million death benefit. Over the past three decades, Lebbin paid over $1.5 million

of premiums into the two policies which were owned by an irrevocable trust for the benefit of

his children, grandchildren and great grandchildren. Lebbin gifted the premiums into the trust

to establish a permanent tax-free death benefit for his family.

Fast forward to today and it now appears that the policies “mature” when he turns age 100.
As a result, Mr. Lebbin’s heirs will receive only the cash value of the policies—substantially
less than the death benefit that he and his family expected, and likely even less than the
accumulated premiums he paid in.

WHAT WENT WRONG?

Here is what we know from the complaint. The policies in question contained language that does indeed
state that the company will pay the lesser of the cash value or the death benefit at age 100. We also know
that prevailing interest rates credited on these general account Universal Life policies dropped substantially
when issued in the 1990’s to the far lower guaranteed rate in the policy. We also know that Mr. Lebbin paid
the premiums faithfully. Claims made in the filing suggested that neither he nor his trustees were made
aware of the policy language in question and did not discover what the consequences would be to his policy
until last year at age 98. It also appeared that neither the company nor the agent had given any advice to the
client over the last 30 years!

Though not detailed in the complaint, here is what we can surmise happened based on our decades of
experience. At the time of sale, Mr. Lebbin would likely have been shown a computer-based projection of the
policy that originally showed the cash value equaling or exceeding the death benefit. That would have been
quite attractive.
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Had this projection actually come true, the policy language in question would not matter, because the family
would have received the same amount either way—$3.2 million or more. However, such policy illustrations
are often based on a premium derived by forecasting non-guaranteed elements, projecting credited rates
way into the future based on the prevailing rates of the day. In today’s much lower interest rate environment,
these forecasts were bound to be wrong and the premiums Lebbin paid were simply not enough to sustain
the promised benefits. Mr. Lebbin needed ongoing advice to make adjustments to his policy along the way.

Did the agent read or understand the policy language in the actual contract before recommending it to

Mr. Lebbin? We do not know. It is likely that Mr. Lebbin and his trustees were advised to carefully read the
full contract language provided with the policies at the time they were delivered, but that this was ignored
or forgotten over the intervening decades. Besides, what client would want to read, let alone be able to
understand, 20+ or more pages of detailed insurance contract language? As a result, the client relied on the
illustration, not the contract, and mistook the illustrated premium for the actual cost.

Because Lebbin’s story culminates in a lawsuit, there is a strong likelihood that neither the agent nor the
insurance company notified him over the years that the premiums needed to be increased to fully fund the
promised death benefit. It also appears that the agent and Transamerica did not provide much, if anything, in
the way of ongoing service or updates in the last 30 years. However, there’s nothing on the surface that says
they failed in their duties under state insurance law. The agent appears to have met all duties he owed

Mr. Lebbin, which were few before the sale and none afterwards.

“Sadly, the Lebbin case brings to light the
‘caveat emptor’ nature of the insurance industry.”

Sadly, this case brings to light the caveat emptor business model of the insurance industry, where customers
are expected to read and understand the contract language and then correctly manage it on their own after
the agent cashes the check. It also highlights that: Contract language matters and differs greatly between
companies. This policy ultimately failed to deliver because no one was monitoring it.

The role of monitoring a policy throughout its lifetime is simply not being filled today. It falls in a void
somewhere between selling the policy (the agent) and paying out on the policy (the insurance company).
Unfortunately, the only person standing in that gap, which often spans decades, is usually the policy owner
who, most of the time, is completely unequipped to fill this role.

“The only person tasked with monitoring a policy is often
the policy owner who, most of the time, is completely
unequipped to fill this role.”

This paper explains what is being done to address this void and will detail a solution that we believe
is revolutionary in the life insurance industry.
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During the lifespan of an insurance policy there is a continuum that begins with understanding the needs of
the client and culminates with the implementation decision: the point of execution which is intended to bring
all parties to a decision.

The pre-implementation process consists of three phases (as shown in Figure 1):

1. Consultation: Focuses on uncovering the policyowner's needs and objectives through a customized Life
Assurance 360™ design process.

2. Underwriting Advocacy Process: Which is essential to establishing the best underwriting classification
for the insured(s).

3. Execution: During which the LA360 Blueprint produces options from which the final recommendation
for the carrier and the product selection occurs.

In the final quadrant of a policy’s life, we introduce the role of Policy Management designed to serve as
guardian, advocate and watchdog to ensure the treasured life insurance asset achieves its initial objective
and arrives at its ultimate destination.

First, we will expand on and validate the need for policy management by briefly examining the various
factors that can threaten the viability of a policy over its lifespan. Next, we will introduce the solution
Valmark has put forth and explain how it works to the advantage of all involved. Finally, we conclude with
actual examples of the beneficial impact this is having in the real world and provide insights into how this
new entity came to fruition.

While the policyowner and their intended beneficiaries ultimately benefits from ongoing policy management,
we believe that the life insurance professional stands to gain just as much. For this is a service that is not
only greatly needed today, it stands to differentiate any professional who offers it from those who simply
sell insurance. It allows one to put forth a strong value proposition and demonstrate a tangible, ongoing
commitment to the well-being of valued clients.
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CHALLENGES AND RISKS FACING POLICIES TODAY

There are many different resources and strategies regarding the selection and structure of life insurance
policies. Despite the increased variety and complexity of the products available, it is likely that at least
one of a client’s professional advisors (attorney, trustee, financial advisor or accountant) can assist in the
purchasing process to some degree. For example, prior to purchase great care is often exerted to ensure
a proper balance of carrier strength, diversification, policy funding, and policy ownership considerations.

Unfortunately, this tends to be where the practical assistance ends, and the policy owner is often left to
manage a strange and complicated asset on their own. Further complicating this burden is the timeframe
where unforeseen and unfamiliar risks are most prevalent: after policy purchase.

Unlike a traditional investment portfolio, there is nothing in the daily news or reporting of financial markets
that immediately alarms an owner to revisit their life insurance policy. “We’ll take a look at that next year”
becomes the soothing siren call that lulls the owner into a sense of false security. For these reasons, the
most ominous enemies of a life policy might be summarized simply as time and complacency.

“The most ominous enemies
of a life policy might be summarized
simply as time and complacency.”

However, this is an oversimplification. The ways in which a policy can fall short of its intended purpose
are in fact manifold, and arise from four categories of risk, as shown in Figure 2.

Figure 2—Risks Affecting Policy Performance

POLICY ADMINISTRATION INSURANCE COMPANIES

- Premium payments and timing - Insurer strength and stability

- Withdrawals and loan payments - Administrative and servicing errors

- Non-enacted planned events - Limited communication to owners and trustees
- Beneficiary, address or trustee changes - Changes to products and features

- Utilization/termination of riders
& conversion options

POLICY PERFORMANCE INDUSTRY & ENVIRONMENT

- Crediting rate and dividends - Low interest rate environment

- Subaccount allocation and performance - Changing laws and fiduciary requirements

- Guarantee and shadow account challenges - New products and solutions in the marketplace
- Cost of insurance increases - Tax and estate plan implications

What is most concerning about this list is that only the actions shown under Policy Administration are
actually under the direct control of the policy holder. Not only is their control and influence limited over
the risks in the other three categories, in most cases the owner is completely unaware when any of these
other factors actually become a threat that can affect their own policy.
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In the Lebbin case we opened with, the policy fell victim to at least three factors:
1. Limited communication to owners and trustees;
2. The low interest rate environment; and

3. Crediting rates and dividends.

None of these were under the direct control of the policy owner. However, were the policy to have been
professionally managed by a Life Insurance 10X advisor and reviewed periodically, action could have been
taken long before the policy was within a year of maturing, and this case might never have been brought.

WHY ONGOING POLICY MANAGEMENT IS IMPORTANT

With the rapid changes taking place in the life insurance industry over recent years, effective in-force policy
management is more critical than ever. Many policies are not performing as originally intended while others
no longer align with the client’s changing needs and objectives.

On the surface, it would seem that anyone with enough knowledge to sell life insurance in the first place
could easily review an in-force policy, find where it's performing inadequately and suggest remedial action.
However, there are many obstacles that make the job far more difficult than it sounds, any of which might
prevent one from providing sufficient in-force service for a policy.

The most common challenges preventing the service of in-force policies are:

- Inconsistent and unreliable information - Various professionals related to the policy

- Disjointed service department - Difficulty in understanding policy language

- Required third-party authorization - Complexity of unique product features and riders
- Limited access to policy information - Changing and obsolete products

- Old products serviced by new companies - Loss of expertise through aging workforce

- Lack of support for products no longer sold - Changing service agents

In our experience, under the active management of the PMC (introduced next), approximately 1in 4 in-force
policies require action to improve the coverage for the benefit of the client. Such remediation may include
restructuring the premium or face amount, adjusting subaccount allocations or reestablishing lapsed
guarantees. From our reviews on policies that are actively managed at Valmark, at least 14% of policies are
performing outside of expectations and need to be replaced or converted or seek the potential for a life
settlement. Valmark Securities supervises all life settlements like a security transaction and it's registered
representatives act as brokers on the transaction and may receive a fee from the purchaser. It is important to
clarify that these stats are based on policies where active management is present.

What’s more, this 14% only includes the issues that we have been able to uncover and resolve. Equally

as important are the many unclaimed opportunities to improve policies that would move the client into

a more favorable situation. Whether it is reducing premiums, guaranteeing coverage duration, or finding
new products to improve the coverage, we have uncovered many ways to fine-tune policies for clients that
will better meet their financial objectives. Ultimately, this can’t help but foster greater trust and stronger
relationships with clients.

“One study shows that 40% of unmanaged,
flexible premium policies are illustrated
to lapse within the insured'’s lifetime.”
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For policies without active ongoing management, the stats are very difficult to determine and the effects
are significantly more concerning. Consider the risks policies face and the challenges of in-force service.
Without active and ongoing policy management, who would expect any positive results for policyowners?
One study' shows that 40% of unmanaged, flexible premium policies are illustrated to lapse within the
insured’s lifetime. In 2008, the study also showed that 1.1 million policies lapsed, representing $112 billion
in total lost death benefits. The same study showed that in 2013 there was a policy lapse rate of 5.7% with
82% of them lapsing with $0 value to the policy owner.?

THE REVOLVING DOOR OF RESPONSIBILITY

Because of the way life insurance is presented and sold to the public, most clients are completely unaware
of the need to regularly review policy performance and plan over time. Even if the policy owner recognized
this necessity, and was confident at the time of purchase, they would still need an advisor who could
competently serve his or her best interests and monitor the policy in the future. Time once again becomes
the enemy.

It is safe to say that over the span of a life insurance policy, the majority of the originating agents will
likely NOT be active when the benefits are delivered to the policyholder. They will either retire, leave the
business, be absorbed into another carrier or they may be replaced when the client chooses to move

to another advisor.

This challenge is further exacerbated for policies that are held in insurance trusts, where the very purpose
of the structure is to distance ownership and management of the policy from the beneficiaries.

Life insurance policies held in Irrevocable Life Insurance Trusts (ILITs) are one of the most
common wealth transfer techniques in planning for intergenerational transfers. However,

Caution using a trust to disconnect funding of the policy by the grantor from the actual ownership
of the policy may inadvertently cause a different problem: a trustee who is responsible for
selection, configuration and monitoring of a policy for which he/she has little knowledge of,
or guidance in, its true purpose.

f LIFE INSURANCE TRUSTS: DISCONNECTED FROM THEIR PURPOSE?

The grantor is making decisions on trust funding while the trustee is responsible for actual
policy management issues. Even if this separation did not exist, the complex mechanics of
how a cash value life insurance policy functions are mysterious to all but those who delight
in understanding the multifaceted actuarial assumptions that go into a policy’s construction.
Failure to properly select, configure and manage ILIT policies can result in the loss or
reduction of coverage, thus depriving trust beneficiaries of their anticipated benefit.?

This is an area that most certainly illustrates the dire need for a role that is solely dedicated
to ongoing policy monitoring so that the life insurance policy will accomplish what it was
intended to do: pay a death benefit at the death of the insured. We demonstrate this and
the need for consistent, competent institutional ongoing policy management in detail in our
white paper “Whose Policy Is It Anyway?™

THE NEED FOR A NEW APPROACH

With so much at risk, and a myriad of obstacles and challenges that could potentially prevent a life
insurance benefit from reaching its intended recipient, it’s time to ask ourselves a question.

As professionals, with the best interest of our clients at heart, are we truly satisfied leaving the outcome
to circumstance?
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At this point, the issue becomes a matter of ethics. It is simply unacceptable to allow this fate to befall any
client with our only excuse being that “it was someone else’s responsibility” or “the client should have read
their contract.”

“As professionals, with the best interest
of our clients at hear, are we truly satisfied
leaving the outcome to circumstance?”

A 10X Life Insurance advisor is better than that. What’s needed is a new role, one that is capable of, and
solely dedicated to, the management of today’s complex policies over very long periods of time, all in the
interest of the owner and beneficiary. Enter, the Valmark Policy Management Company.

THE PMC VALUE PROPOSITION

In 2011, the Valmark Policy Management Company (PMC) joined the Valmark Financial Group family of
companies. lts purpose: to ensure that each and every policy under management (a) performs as designed
and (b) continues to align with the objectives of the owners and interests of the beneficiaries, no matter
the timeframe.

THE BENEFITS OF ACTIVE POLICY MANAGEMENT

To deliver on this promise, the PMC provides objective analysis and ongoing policy management in order to:

- Ensure life insurance policies perform as designed and continue to meet clients’ needs
- Mitigate the risk of policy lapse or underperformance

- Resolve errors and prevent issues that can cause problems

- Confirm premium payments and planned changes are made

- ldentify opportunities to maximize the value of the policies

As we’ve demonstrated, the need for ongoing policy management is great throughout the industry and
a crucial component for every Life Insurance 10X advisor to incorporate in their suite of insurance
solutions. A partnership with the PMC allows insurance advisors to differentiate themselves from the rest
of the industry and provide a truly unique benefit for their clients.
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THE PMC METHODOLOGY

As shown in Figure 3, the four cornerstones of the PMC that make up its value proposition include a suite
of services which serve to ALIGN, ANALYZE, ASSURE, and ADVOCATE.

Figure 3—PMC Process
ALIGN

@ LIFE ASSURANCE
PROCESS

.
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ADVOCATE
dZATVNVY

Each build upon the previous effort in order to ensure that nothing is overlooked in evaluating the policy’s
original structure, subsequent performance and future outlook, all while comparing these factors with the
current expectations and needs of the owner.

@ ALIGN

SETUP & DESIGN

Setup & Design is the objective of this first policy management step. Using the LA360 Blueprint, it
defines the original policy objectives, establishes tracking guidelines, stores and updates contract
information, and performs a market comparison.

If the policy owner has not already done so, we begin by asking them to complete a Life Assurance
Design Questionnaire (LADQ) with their insurance advisor to determine policy design objectives and
guidelines for the policy. Any original documentation and current statements will be gathered and
archived. This seeks to answer the following questions:

- What are the long-term objectives for the policy?
- Is the policy meeting the current needs?

- How should the performance be measured?

The LADQ and the LA360 Blueprint process is an important step when implementing a new insurance
plan. However, with respect to older policies that are being evaluated by the Valmark advisor, there
are prudent reasons for revising the initial architecture underlying the original policy design and
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ALIGNING it back to the client’s goals. Doing so can “uncover” opportunities or identify potential
problems causing the underlying policy not to perform as expected. In addition, original objectives
may have changed or the client’s current needs may be different than they were several years ago
when the plan was originally designed.

ANALYZE

ANALYSIS AND REPORTING

Analysis and reporting occurs in the second policy management step. This generates an industry
leading client report that gives evidence of the most critical elements of the policy and confirms
alignment with the original design of the policy through LA360.

After each policy anniversary, a thorough review is completed based on in-force illustrations and
current policy values compared to the design and objectives. Policy performance is assessed and
an annual report provides a bevy of critical forensic information, summarizing the current health and
status of the coverage. The report includes commentary on policy performance and provides clear
recommendations for the advisor and policy owner. It seeks to answer the following questions:

- How is the policy performing?
- Is the policy, riders, features and insurance company meeting expectations?

- Has anything changed in the current situation?

The effect this level of analysis might have had on the Lebbin case cannot be understated. Policy
language matters and the best insurance advisors in the world look first to the contract before
illustrations. The financial asset that needs ongoing monitoring most is life insurance and this is
precisely why the PMC was created. Had the services provided by the PMC been in place for the
Lebbin policy, the situation would have been noticed and remedied years ago.

See Figure 4 for a sample Annual Policy Review Report.

Figure 4—Policy Review Report

INSURAMNCE POLICY REVIEW INSURANCE POLICY REVIEW
POLICY MARAGIMNT COMPWY POLICT MARAGEMINT COMPWRY

PREPARED FOR: Valued Client

PREPARED BY:  Valmark Policy Management Company

Purpose: Wealth Accumulation Design Date:  5/26/2010

: i : Original llustrs
POLICY SUMMARY Planned Changes: No Design Source: _Original llustration

Policy Information PREMIUM ANALYSIS

Policy #1___ V209X00X Insured(s): _Valued Insured AST PREMIUM PAID:
Issue Date: _5/26/2010 Policy Design Current Plan Indicator
Policy Year: & Owner: _ Valued Client Inevocable Trust
Year 1 Lump Sum/1035: 539,080.15 539,080.15
Carler: Prudential
— Annualized Premium: $25,000.00 $11,101.00 ]
Product.__ Gustom Promier VUL I Beneficiary: Valued Client Inevocable Trust
Premium Structure: Allpay Al Pay
Purpose: __ Wealth Acoumulation
po: Cumulative Premiums Paid: 5239,080.15 $127,888.15 [
Riders: Lapse Protection
Difference (Paid - Planned): (8111,192.00) [

Current Values (ss of 10022018)

Death Benefit: 5765620 [ cash value: $132,297.07 | Loan Amount: _ $0.00 COVERAGE DURATION ANALYSIS

Annualized Premium: $11,101.00 | surrender Value: s128,14024 |1 Policy aMEC? No Insured(s): Valued Insured

COMMENTARY Age: &

Underwriting Class:
+ Policy has not been funded as planned. Design shows premiums of $25,000 being paid in years 2 through
67. However, premiums of $11,101 have been paid in all years.

+ Assuming the client pays the current planned premium of $11,101, 8% gross and current charges, the Boliovipesian EUAQT R | e
policy is projected to age 120 of the insured. The guaranteed coverage duration provided by the Lapse Guaranteed Coverage Age: 0 75 [
Protection rider reduced to age 75

Projected C Age: 120 120

+ Current cash value and surrender value are less than projected due to reduced premium payments. rojected Coverage Age:

+ Subaccount allocation is currently a mix of 9 subaccounts and is not set to systematic rebalancing. Life Expectancy (Years): 26.50
« Assuming current projections, the increasing death benefit at life expectancy is $1,372,192. Original Probability of Outliving Coverage: 0.01%

projected death benefit at age 87 was $3,272,912

POLICY PERFORMANCE ANALYSIS
RECOMMENDATIONS Policy Design Current Performance Indicator

PMC Recommendation:  New Coverage

Death Benefit: 765,620 765,620
« Determine objectives for the coverage and update the policy design. “Assumed Rate of Returm: 500 S00%
« Review the cash value, projected coverage age, and increasing death benefit; determine premium plan to n
ensure policy meets client's expectations. Cash Value: $199,585.00 §107,696.36 [
+ Complete a LA360 and perform a current market comparison. Cash Surrender Value: $190,548.00 $98,659.78 []
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@ ASSURE

MONITORING AND MANAGEMENT

Monitoring and management takes center stage in the third phase of policy management. This
establishes the components that will be critical to assess throughout the policy’s life. It includes
confirming premium payments, creating reminder alerts, handling in-force changes, and working with the
product carriers directly.

In this phase, the policy is monitored based on the priorities and guidelines as designed. Alerts, reminders
and notifications communicate the current performance while service requests and policy changes are
facilitated to completion, all in coordination with the insurance advisor. Here we arrive at answers to the
most vital questions for an in-force policy:

- Is the policy following the design guidelines?
- Are premiums being paid on time and in the correct amount?

- What in-force changes are needed?

There is a basic adage with respect to permanent life insurance arrangements that says: “Whatever
you do, make sure the policy does not die before you do!” It’s in this step where it is ASSURED to the
policyowner that this will not happen.

@ ADVOCATE

RECOMMENDATIONS

Recommendations come to the forefront in this fourth and final phase of policy management. This is
where the PMC identifies solutions and opportunities based on objectives in order to recalibrate policies
as needed.

Working with the PMC and using the annual policy review as a guide, the insurance advisor may

take corrective action or provide recommendations to improve the current coverage as needed.
Recommendations can be the result of a change in needs, underperformance of a policy, or can be
triggered by other industry developments. The remedial action proposed may include recalibrating the
current policy, evaluating new coverage or updating the policy management design. Here we answer:

- Does the policy align with future goals and objectives?
- What actions would improve the coverage?

- Are there alternative options for the client?

Advocacy, by definition, connotes a person or collaborative alliance that will proactively support, defend
or intercede on behalf of its clients to produce a favorable action or outcome. The Valmark Policy
Management Company exists in order to ADVOCATE for its policyowners during the entire lifetime of
the policy—decades into the future. Valmark insurance advisors typically play fiduciary roles in their
consultation with clients by seeking to uncover potential problems that could undermine the policy’s
performance.
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EXAMPLES OF POLICY MANAGEMENT “WINS”

The following case studies demonstrate real life scenarios in which positive “results-driven” outcomes
were achieved through an annual analysis by the PMC. They will shed some light on the answer to the
important question “Why Policy Management” and provide evidence to our own internal statistic that 90%
of what is important about life insurance happens after the policy is issued.

ONE PREMIUM PAYMENT WAS ROUNDED OFF

One important client of mine held a $10M policy with secondary guarantees. It was set up
as a 5-pay, with a contractual death benefit guarantee until the insured reaches age 100,

requiring an annual premium of $500,309.
Case Sudy

In year 4, which happened to be 2014, the trustee mistakenly sent a check for $500,000.
The client, with only one premium payment remaining, was unaware that the secondary
guarantee had dropped by 19 years because of the mere difference of just $309. Only as
a result of seeking out and undergoing the holistic PMC policy review process was this
devastating change in the guarantee discovered.

Action Taken: A premium check for $500,750 in year 5 made up the shortfall and brought
the policy back to the original design.

Were this minor error not caught, think about what would have happened 15-20 years down the road
when the policy abruptly matured and coverage ended. Who knows what the catch-up amount needed
would have been to bring the policy back into force—if that was even possible. An annual reconciliation
of the policy to original expectations is crucial, and requires contacting the life insurance company to
compare payment records and the current status of all guarantees.

OVERPAYMENT IMPACTS POLICY

In this case involving a dual survivorship Universal Life contract, the client had unknowingly
paid an extra annual premium back in 2013. The client then continued to pay the full $9,598
annual premium. One might think that discovering this fact would simply save the client that
same amount of the overpaid annual premium, but that would be a giant understatement.

Case Sudy

Action Taken: Once policy management was put in place, the annual premiums were
reduced to $8,492 ($1,106 less than the original annual premium) for the next 19 years—

a total of $21,014 in savings. What’s more, the client owned TWO policies, each with a similar
structure, making for a total savings of $42,028!

These examples demonstrate the enormous impact that slight variations can have on a policy if they go
unnoticed. While a life policy serves as insurance on a person’s life, policy management is essentially
insurance on the life insurance.

It's important to remember that life insurance is primarily a risk management tool, but can only guard
against factors built into the design. Unforeseen risks outside of the policy owners’ control include interest
rate fluctuations, regulation changes and significant personal life changes on the client’s side.
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GIVING ALL CREDIT TO THE ADVISOR

One of the most important features in how the PMC operates is that all the actions, inquiry, reporting and
recommendations are conducted in concert and coordination with the advisor who has the relationship
with the policy owner. To the client, the PMC is in the background, nowhere to be seen. The nature of this
relationship is shown in Figure 5.

Figure 5—PMC Partnership Model

DETERMINE REVISE PLAN
GOALS AND WITH CHANGING
OBJECTIVES NEEDS 4
... POLICY MANAGEMENT
]
T T EXCLUSIVE \|— ONGOING MONITORING
1 PARTNERSHIP
ANNUAL POLICY REVIEW
IDENTIFY SOLUTIONS
CLIENT fpsaer ADVISOR PMC

This desire to give credit to the advisor is in line with the way Valmark conducts all of its business affairs.
The company’s prime focus has always been to support the autonomy of its Member Firms and help them
create leverage and efficiency in their own practice. Through the Valmark Policy Management Company,
any independent advisor wishing to engage PMC services has the opportunity to gain that same support
and focus. The other reason for structuring the interaction in this manner is practical: the advisor has the
closest relationship with the client and is most in tune with their needs. This relationship is especially
important when remedial action, sometimes unexpected or costly, is required to rescue a faltering policy.
In those instances, it is the advisor who can help the client reconnect with their original motivations for
purchasing the policy—a situation which embodies the word caritas.

LIFE INSURANCE IS FOR BENEFICIARIES

Caritas is a Latin word that translates roughly to love of humanity, goodwill or charity. However, it is
distinguished from these other well-meaning intentions, for caritas implies a high price or staunch effort,
thus revealing the dearness of the recipient.

If it weren’t for beneficiaries, life insurance would not exist. We are reminded of this often when meeting
with clients to review their insurance portfolio. One question that is commonly asked is: “So remind us,
why did we acquire this life insurance policy ten years ago?”

Regardless of the specific objectives of any client, there is always but one answer to this question...
“People buy life insurance and keep it because they love someone or something more than themselves.”

That someone may be a family member, business partner or key employee, and the something could be
an alma mater, philanthropic institution, private foundation, church or synagogue. A life insurance policy is
a contract that combines a personal “legacy of love” with an investment that provides certainty (a specified
amount at a specified time). However, it is the emotional and psychological catalyst that sustains this
commitment over decades.

This emotional commitment by the insured provides a significant benefit to heirs or beneficiaries that
transcends the insured’s life as a legacy of love. This emotional catalyst that identifies with caritas
underlies the client’'s commitment to their life insurance plan and drives the Valmark advisor along with the
PMC to establish the policy and ensure the plan is fulfilled as designed and expected.
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Throughout Valmark’s entire organizational culture, we’ve been motivated by both caritas and The
Golden Rule—the heart working in concert with a clear moral and ethical compass. The Valmark Policy
Management Company aligns intrinsically with its stated corporate mission and the mutuality of its clients’
interests in a purposeful and principled commitment to fulfilling the cherished objective for which the
permanent life insurance asset was implemented.

For precisely these reasons, we believe the PMC is positioned to become an industry-leading change
agent for the protection of legacy planning strategies. It will always strive to deliver on its promise to
assure success of a client’s life insurance plan.

CONCLUSION

While Term Life can essentially be thought of as premature death insurance, Permanent Life Insurance
in all its variations serves a much wider purpose. Because of its duration and the promise it holds, we
would liken it to lifetime insurance. Unfortunately, there are too many risks that serve to undermine the
proper functioning of a policy. And since life insurance is all about managing risk, policy management is
essentially insurance on the insurance policy, or what we call lifetime assurance for life insurance.

Of all the financial products available to consumers today, the one that calls out the greatest need for
ongoing monitoring and management is life insurance. Policy management is the best way we can

see to be absolutely sure one’s policy delivers as expected, regardless of inadvertent missteps by the
policyowner, changes at the carrier level, shifts in the marketplace, the vagaries of regulation, and the
coming and going of trustees or insurance agents. Only institutional professional policy management fills
the gap between initial expectations and actual outcomes in the real world.

“Of all the financial products available to consumers today,
the one that calls out the greatest need for ongoing
monitoring and management is life insurance.”

This is what we mean when we say that caritas is the driving motivation behind PMC. It means ensuring
that clients not only get what they expect, but that their investment in and partnership with the PMC
gives lifetime assurance to their life insurance. we would go so far as to say that if a person does not love
someone or something in this life more than they do themselves, they do not need policy management,
and we dare say, they are not even a proper candidate for life insurance to begin with.

As Valmark Life Insurance 10X professionals, our mission is to always align with our clients’ vision. We
believe that the Valmark PMC value proposition is an imperative investment in ensuring the very best
result for the client and perhaps the single, most important differentiator in creating a post-implementation
outcome for the client that is 10X better.
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