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Below is a view of the Workbook Main Window from the InsMark Illustration System   

used for Blog #203 along with a description of the input for the proposals. 

 

Workbook file name: Blog #203 (Free Dog #1).!ii  

Proposal 1: This proposal contains an executive benefit plan using the Executive Security Plan module on the 
Executive Benefits tab in the InsMark Illustration System. The data entry is simple –– first determine the policy design 
you want to reflect for premiums, withdrawals or loans, and death benefits. I used an indexed universal life (IUL) policy 
with a male age 45 with premium in year 1 of $68,000, followed by premiums of $100,000 in years 2 – 20. I wanted to 
schedule policy loans in each preretirement year equal to the executive’s income tax on the bonus. This procedure 
eliminates the executive’s taxes. At the same time, the sponsoring employer only has to use a single bonus equal to 
the premium at a distinctly reduced cost from a gross-up bonus. 

My goal was to produce no out-of-pocket for the covered executive (who, this case, is in a 32% income tax bracket) 
using a single bonus. The life insurance company I used for the policy data does not allow access to policy values 
during the first year. To produce $0.00 out-of-pocket cost for the executive in the first year, I scheduled the first year 
premium at $68,000. This design, coupled with a gross-up bonus in the first year, produces a bonus of $100,000 –– 
equal to the single bonus of $100,000 in subsequent years. After year 1, I used participating policy loans to cover the 
executive’s income tax. In some cases, you may be forced to use policy withdrawals for two or three years until policy 
loans are acceptable to the insurance company. (Participating policy loans can accelerate the growth of cash values.) 
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The calculations required to establish the $68,000 premium reduction in the first year are (in this case): 

(1 – exec’s tax bracket) x $100,000.  
                  100 

1 – 32/100 = .68  

.68 x $100,000 = $68,000. 

Below are the remaining years of the illustration in an abbreviated form: 
 

 
 
We call this feature “short print”. The option is on the Print menu, where you select “Short Print” (as I did in this example). 
The program uses a quick calculation to produce the most efficient yet still readable illustration. You can also customize 
the years one at a time. 
 
Type of Business: 

This is a critical selection as the tax treatment is different if the executive is a non-shareholder (as is Tony Jamison in 
Blog #203) or is also a shareholder. This prompt for it appears on the Plan Details tab:   

 

In this case, our executive is a non-shareholder of an S corporation. This selection is an essential distinction as all 
pass-through firms (S corporation, LLC, LLP, Partnership) treat a non-shareholder the same regarding a deduction of 
a bonus. Principals of pass-through organizations are generally not addressed by financial advisers for bonus benefits. 
That is a blunder, as you will see by clicking here to view a plan for Tony Jamison as though he is a shareholder of an 
S corporation. Instead of bonuses, we illustrate the allocation of profits, and it is as useful a strategy as a bonus plan. 
Use either the Executive Bonus Plan or Executive Security Plan in the InsMark Illustration System to illustrate this 
variation. 

https://www.robert-b-ritter-jr.com/downloads/blog-203-pdf-2-S-Corp-Shareholder.pdf
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Proposal #2: This introduces a Controlled Bonus assumption. Some companies prefer to include 
a penalty if the insured executive voluntarily terminates employment during the early years of a 
Private Retirement Plan. There is a provision called a Controlled Bonus in our Executive Bonus 
and Executive Security Plan modules that deals with this. See below for how a Controlled Bonus 
might be applied. The percentage of bonus repayment illustrated in Col. (3) can be any percentage 
or length desired by the employer and acceptable to the executive. 

  

In this case, the penalty ceases after ten years. It is not a harsh Controlled Bonus for a serious executive as the plan 
has positive values in all ten years, as shown in Column (6). Many companies prefer a harsher penalty, for example, 
100% in the first few years. This provides a valuable management tool if an executive elects not to participate. What 
signal does it give to management? Probably that the executive may be planning to leave the firm shortly, and it is 
information that is virtually impossible to determine otherwise. There is a report included with a Controlled Bonus that 
outlines the tax details of the concept, including no repayment if death occurs. 

Importing Basic Illustration Data into InsMark Systems  

The source of illustration data is 1) a link from the life insurance company whose basic illustration software you are 
using, or 2) from a Winflex connection with links to InsMark, or 3) from hand-entered data in InsMark Source Data 
Storage. The first two are the most reliable because the data source is the insurance company’s basic illustration. 

There are, however, three ways to hand-enter illustration data in InsMark Source Data Storage: 

1) Enter pertinent data along with year by year numerical values in the arrays in InsMark’s Source Data Storage. 
This procedure is simple to do for most of the prompts, although entering several years of cash values and 
increasing death benefits can be tedious (unless you have staff who can do it for you).   

Caution: Be very careful when you hand-enter data.  Mistakes are easy to make, and you should have a 
second set of eyes evaluating your results. 

2) Print a pdf of non-guaranteed values from the basic illustration, convert that pdf to an Excel file (PDF Converter 
Elite can do this), and copy the columns of premiums, withdrawals, loans, cash values, and death benefits from 
Excel and paste them into the arrays in InsMark Source Data Storage (part of the InsMark Illustration System).  

3) View InsMark’s video tutorial using Acrobat Reader. Click here to view that video. 
 

”InsMark” is a registered trademark of InsMark, Inc. 

Copyright © 2020 InsMark, Inc., All Rights Reserved 
 
 

 

Controlled Bonuses 
are likely not 

appropriate for 
shareholders. 

https://www.pdfconverter.com/downloads/
https://www.pdfconverter.com/downloads/
https://www.youtube.com/watch?v=LyLPyfhscQg
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InsMark’s Referral Resources 

(Put Our Illustration Experts to Work for Your Practice) 

We created Referral Resources to deliver a “do-it-for-me” illustration service in a way that makes sense for your practice.  
You can utilize your choice of insurance company, and there is no commission split.  They are very familiar with running 
InsMark software. 

Mention Bob Ritter (InsMark President) when you talk to our Referral Resource as they have promised to take special 
care of our readers.  My only request is this: if a Referral Resource helps you get the sale, place at least that case 
through them; otherwise, you will be taking unfair advantage of their generous offer to InsMark licensees. 

Save time and get results with any InsMark illustration (including the ones discussed above).   

Contact: Ben Nevejans, President of LifePro Financial Services in San Diego, CA. 
 
Important Note #1:  The hypothetical life insurance illustrations and alternative investments referred to in this report 
assume the nonguaranteed values shown continue in all years.  This is not likely, and actual results may be more or 
less favorable.  Actual illustrations of life insurance are not valid unless accompanied by a basic illustration from the 
issuing life insurance company. 

Important Note #2:  The information in this report is for educational purposes only. In all cases, the approval of a client’s 
legal and tax advisers must be secured regarding the implementation or modification of any planning technique as well 
as the applicability and consequences of new cases, rulings, or legislation upon existing or impending plans. 
 

 

 

http://www.robert-b-ritter-jr.com/referral-resource-lifepro-financial-services-inc/lifepro-financial-services-inc.html



